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For  He  (ere  nee 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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Meet  the  innovators 
who  are  creating 
the  content  for 
the  Information 
Superhighway- 
and  creating  a  new 
industry. 


There  are  at  least  four  things  in  life  that  are  truly  indispensable:  food,  air,  shelter,  love.  Bu 
pie  can  always  find  a  way  to  muddle  through  without  General  Motors  products.  This 
GMC  Truck  Division  head  Roy  Roberts  explains  what  satisfying  today's  customer  is  abou 


:  "Build  something  so  right  for  your  customers,  they  can't  imagine  living  without  it."  This 
isusas  a  pretty  good  definition.  After  all,  General  Motors  cars  and  trucks,  no  matter  how 
welabor  over  their  creation,  have  something  the  "four  indispensables"  don't.  Competition. 
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TALK  SHOW 

Any  system  is  subject  to  someone  getting  around  it. 

—Michael  Carpenter,  CEO  of  Kidder  Peabody,  regarding  an 
alleged  fake-trading  scheme  that  socks  parent  General  Electric 
with  a  $350  million  pre-tax  charge 
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KIBITZERS 


OH,  THAT 
80,000  SHARES 


SPURNED 


Earlier  this  year,  Westing- 
house  Electric  Chief  Exec- 
utive Michael  Jordan  trekked 
to  the  West  Coast,  where  he 
enlisted  the  support  of  the 
California  Public  Employees' 
Retirement  System  (CalPERS) 
for  a  new  incentive  pay  plan 
for  executives.  But  on  Apr. 
19,  the  activist  pension  fund's 
board  reversed  field  and 
joined  a  shareholder  revolt 
against  the  pay  plan. 

Why  the  change?  CalPERS, 
owner  of  2  million  Westing- 
house  shares,  says  it  was  kept 
ignorant  about  options  on 
8().(ioo  shares  the  plan  would 
provide  to  Robert  Watson,  ex- 
head  of  Westinghouse's  finan- 


cial-services unit— even  though 
he  no  longer  works  for  the 
company.  Watson  already  has 
earned  more  than  $10  million 
for  18  months  of  work  dis- 
mantling the  troubled  finance 
arm.  "We  weren't  told  about 
the  Watson  package,"  says 
Richard  Koppes,  CalPERS  gen- 
eral counsel.  "All  that  came 
up  after  we  announced  our 
support  for  it." 

Also  upset  are  the  New 
York  City  Teachers'  Retire- 
ment System,  which  started 
the  shareholder  uprising,  and 
the  Florida  state  pension  fund. 
They  probably  won't  prevail, 
but  could  embarrass  the  com- 
pany. Watson  couldn't  be 
reached.  Westinghouse's  only 
reply  is  that  the  plan  serves 
shareholder  interest  by  "tying 
executive  compensation  to  per- 
formance."      John  A.  Byrne 


NEW  WORLD  ORDER 

THAT  MAY  BE  A 
NYET-NYET  MR.  TURHER 


Ted  Turner  is  holding  his 
annual  meeting  this  year 
in  St.  Petersburg.  The  one  in 
Russia.  The  July  26  Turner 
Broadcasting  System  gather- 
ing may  be  a  bit  out  of  the 
way.  But  Ted  figures  the  ven- 
ue makes  sense.  It's  the  site 
of  the  next  (July  23- Aug.  7) 
Goodwill  Games,  the  sports 
meet  Turner  launched  in  1986 
to  help  mend  relations  after 
Russia  and  the  U.  S.  boycot- 
ted each  other's  Olympics. 

tbs  is  the  first  American 
company  to  meet  in  the  for- 
mer Soviet  Union—and  this  is 
the  first  time  for  TBS  abroad. 
( )nly  a  few  U.  S.  companies, 
usually  with  big  foreign 
sales,  have  met  off- 
shore, such  as  Data- 


mi  t 


point  two  years  ago  in  Pal 
However  diplomatic  Til 
er's  choice  seems,  it  isn't  I 
versally  applauded.  Thoil 
Flanagan,  head  of  the  I 
vestor's  Rights  Assn.,  grJ 
ing  about  the  inconvenieil 
asks:  "How  many  sharehl 
ers  are  in  Russia?"  I 
David  GreiM 


CALIFORNIA  WHINE 


SUPERMARKETS  AND  SOUR  GRAPES 


■  n  larger  Golden  State 
I  supermarkets,  folks  pick 
from  30  or  40  chardonnays  to 
complement  their  mesquite- 
grilled  squab.  Grocery-store 
sales,  allowed  in  California 
and  32  other  states,  are  a  key 
outlet  for  the  state's  $7  bil- 
lion wine  industry. 

Now,  a  leaked  confidential 
memo  from  Safeway,  the  na- 


tion's No.  3  super- 
market   chain,  has 
spooked  vintners. 
"The  majority  of 
our  stores  have 
the  appearance  of 
a    liquor  store,' 
complains  John  Cartales, 
Safeway's  new  senior  vice- 
president  for  260  Northern 
California  stores,  in  the  Mar. 


a  :■:  a  i.  i  r  y 
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THE  CHICAGO  MERC  SAYS  it  is  dosing 

in  on  its  archrival,  the  Chicago  Board  of  Trade. 
The  CBOT  is  the  world's  biggest  commodity  fu- 
tures exchange,  with  a  first-quarter 
trading  volume  of  58  million  con- 
tracts. But  the  Chicago  Mercantile 


IN  REALITY,  the  Merc's  new 
volume  is  inflated  no  less  than  9%. 
To  claim  bragging  rights,  it  now  in- 
cludes expiring  options,  pork-belly 
deliveries,  and  even  trades  made 
at  a  related  exchange  in  Singapore.  To  the  CBOT, 
this  creates  an  illusion  of  greater  market  liquid- 
ity. Regulators  at  the  Commodity  Futures  Trad- 


Exchange,  which  already  bills  itself  as  the 
"world's  largest  marketplace"  because  it  has 
more  trading-floor  space,  now  boasts  a  boost 
in  volume.  By  redoing  the  way  it 
counts,  the  Merc  reported  54.7  mil- 
lion contracts  in  the  first  quarter. 

ing  Commission  say  the  Merc's  tal- 
lying method  runs  counter  to  long- 
standing rules.  And  the  Futures  In- 
dustry Assn.,  the  industry's  main 
trade  group,  is  subtracting  the 
extra  Merc  volume  from  its  official  reports.  Re- 
sult: just  50.2  million  first-quarter  contracts  for 
the  Merc.  Greg  Burns 


18  memo, 
suit:  About 
brands  are 
ing  yanked  f| 
the  warehc 
lists  in  his  ten 
ry— or  about  10%  of 
wines  Safeway  carries, 
also  urged  that  wine 
motional  displays  be 
tailed.  And  Cartales  sugg 
ed  still  more  paring  bacl 
slow-selling  wines  may  co 
Why?  While  wine  has  1 
margins  (20%  to  30%,  vs. 
overall  supermarket  marg 
some  wines  don't  move  w 
Vintners,  who  had  1 
considered    Safeway  w 
friendly,  were  stunned, 
wine  buffs  lit  up  Safew 
switchboard.    A  comp 
spokesperson  quickly  back 
aled,  saying  Cartales  reg 
ted  any  antiwine  impres 
the  memo  left  and  insi 
stores  would  maintain  a  | 
wine  selection. 

But  the  move  could  bs 
small  wineries  dependen 
Safeway  sales.  And  vint 
worry  that  other  chains 
follow  suit  if  Safeway's  n 
leads  to  short-term  p 
gains.       Joan  O'C.  Ham 
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Inside  almost  every  fax  machine 
is  a  little  piece  of  Rockwell. 


Three-fourths  of  the  world's 
fax  machines  communicate 
with  Rockwell  modems. 


You'll  find  a  little  piece  of 
Rockwell  inside  more  than 
twenty  million  fax  machines  And 
another  ten  million  PCs.  For  over 
twenty  years,  we've  been  making 
modems  faster  and  smaller. 
More  affordable  and  efficient. 

What  we  call  a  restless  dissatis- 
faction with  the  status  quo  keeps 
Rockwell  ahead  of  the  relentless 
pace  of  electronic  evolution.  It's 
the  reason  Rockwell  avionics  fly 


with  every  major  airline.  Why 
we're  number  one  in  plant  floor 
automation  in  North  America. 
And  why  our  defense  electronics 
have  navigated  the  U.S.  Navy's 
submarine  fleet  for  decades 

It's  a  way  of  doing  business 
that  has  put  Rockwell  in  a 
leadership  position  in  each  of 
the  diverse  markets  we  serve. 
By  anticipating  the  needs  of 
customers  worldwide. 


41*  Rockwell 
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AT  LEAST  HE  FILED 
BY  THE  15TH 


With  the  memory  of  Apr. 
15  still  burning,  ponder 
the  tale  of  Daniel  Naple,  who 
has  gotten  a  lot  out  of 
two  things  most  of 
us  wouldn't  relish: 
doing  time  /V) 
and  filing  tax 
returns.  While  5 


serving 
grand  theft 
sentence  at 

a  Belle 

Glade  (Fla.) 
prison,  Naple 
generated  a  tidy  sum  in  illicit 
tax  refunds,  according  to  an 
Apr.  8  indictment.  Naple  used 
the  names  and  Social  Security 


numbers  of  hundreds  of  fel- 
low inmates  to  file  fake  re- 
turns in  1989  and  1990,  snar- 
ing nearly  $75,000  on  claims 
of  $890,000  until  the  feds  got 
wise,  the  indictment  says.  ■ 
Prosecutors  say  he  typed 
up  W-2  and  1040  forms— it's 
unclear  how  he  got  them— at 
the  prison's  law  library,  then 
smuggled  them  outside  to 
pals,  who 
mailed  in  re- 
turns and 
picked  up  re- 
fund checks 
sent  to  mail 
drops.  Two 
other  men, 
Philip  Nelson 
and  Robert 
Kirsch,  were 
also  indicted 
ana  pleaded  not  guilty.  Naple, 
who  had  been  released  from 
Belle  Glade  in  1990,  remains  a 
fugitive.  Gail  DeGeorge 


BLOOM  GLOOM 


A  ROSE  IS  A  ROSE  IS  A  TRADE  BROUHAHA 


■  t's  the  war  of  the  roses. 
I  Domestic  rose  growers, 
their  market  share  steadily 
eroded  over  the  past  two 
decades,  say  foreign  imports 
are  dumped  below  cost  in  the 
U.  S.— so  they're  howling  for 


thorny  issue:  ( 'offee  and . 
they  grow  in  Colombia 


tariff  protection.  Imported 
roses,  mostly  from  Colombia 
and  Ecuador,  claim  55.6%  of 
the  U.S.  market.  And  that 
has  allegedly  put  some  Amer- 
ican producers  out  of  busi- 
ness: There  were  213  domes- 


tic rose  growers  at  yearend 
1993,  down  5%  from  1992. 

To  American  growers,  im- 
ported roses  are  inferior: 
They  aren't  as  fresh,  too  often 
don't  bloom,  and  rarely  last 
more  than  a  couple  of  days, 
says  Tim  Haley,  pres- 
ident of  the  Floral 
Trade  Council,  the 
U.  S.  growers'  trade 
group.  The  growers 
fear  that,  as  a  result, 
all  roses  will  lose 
their  storied  cachet. 

Importers,  though, 
say  the  charges  are 
just  a  mask  for 
gross  protectionism. 
"They've  earned  their 
place  in  the  U.  S. 
market  through  inno- 
vation and  market- 
ing," says  Patrick 
Macrory,  an  attorney 
representing  the  Co- 
lombian Flower 
Council.  Maybe,  but 
the  U.  S.  International  Trade 
Commission  recently  unani- 
mously agreed  that  the  indus- 
try was  being  damaged.  A  fi- 
nal decision  on  whether  to 
impose  duties,  and  how  much, 
is  expected  in  early  1995.  □ 


I't  oil 


DRAWN  AND  QUARTERED 


0USTC6BUCKMUN, 
WHATARS  V0UR 
RiAMS  NOW  THAT 


ON  THE  FUND  FRONT 

SCHWAB  GETS 
MUTUALLY  EXCLUSIVE 


In  your  face,  Fidelity.  On 
May  9,  giant  discount  bro- 
ker Charles  Schwab  will  ex- 
pand OneSource,  its  successful 
no-broker-fee  mutual-fund  ser- 
vice, to  institutional  customers 
such  as  401(K)  plans.  In  a  dis- 
play of  muscle  aimed  at 
grabbing  the 
prized  pension 
dollar,  OneSource 
has  bagged  exclu- 
sive no-fee  bro- 
ker's rights  to  of- 
fer some  hot  funds. 
That's  34  of  its  78 
funds  enlisted  for  the 
institutional  market 
so  far.  Schwab  execs 
pointedly  note  these 
funds— including  Alger, 
SoGen,  and  Vista— 
aren't  available  from  its 
main  competitor,  Fidel- 
ity Funds  Network,  the 
mutual-fund  brokerage  arm  of 
the  Fidelity  fund  family.  Plus, 
many  institutional  OneSource 
funds  are  dropping  their  sales 
loads  for  OneSource  clients. 


Brokerage  firms  have  a  fcl 
on  their  proprietary  funds,  in 
it's  unusual  to  get  exclusi-p 
for  others'  funds.  SchwB 
though,  is  eager  to  protci 
OneSource,  which  handles  It 
billion  in  assets,  almost  t\*t 
the  size  of  Fidelity's  nm 
month-old  no-fee  progrp 
Schwab  launched  OneSoiw 
in  July,  1992,  which  allfs 
retail  clients  to  invesp 
200  funds  with  no  la- 
ker's transaction  faj 
The  funds,  hunly 
for  fresh  investmep, 
I  pay  Schwab  for  I 
business. 

Fund  officials 
ing  only  with  (tj 
Source  say  them 
not  married  pi 
Schwab.  As  ljU 
as  they  mfi 
OneSource  tin 
only  no-fee  «h 
gram,  they'llH 
a  break  on  ■ 
fees  they  H 
Schwab.  But  Fidelity  pel 
poohs  the  idea  of  exclusion 
"Most  funds  want  as  wide  H 
tribution  as  possible,"  si 
Donna  Morris,  an  exec  atl 
delity.    Jeffrey  M.  LaderM, 


THE  BIG  PICTURE 


TESTING.. .TESTING 


More  and  more  companies 
are  testing  their  workers  for 
drugs.  Although  the  spread 
of  testing  appears  to  have 
slowed  in  the  past  year,  look 
for  it  to  grow  again.  Reason: 
New  federal  regulations 
require  most  mass  transit 
workers  to  be  tested. 

DATA  AMERICAN  MANAGEMENT  ASSN. 


FOOTNOTES 

Tax  returns  filed  as  of  Apr.  9,  1993:  70.1  million.  As  of  Apr.  8, 


1994  :  68.1  million.  Average  refund,  1993:  $972.  1994:  $1,0 
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First  You  Gave  Us  A  Desk. 


Now  We  Want  To 


At  Compaq,  we  know  how  much  your  people  rely 
on  information.  After  all,  we've  been  working  in  your 
office  tor  years.  We  also  know  that  you're  very  serious 
about  finding  better  and  more  efficient  ways  to  handle 
information  on  a  company -wide  scale. 

So,  as  vour  trusted  PC  company,  we'd  like  to  refer 
you  to  a  solid,  aggressive  systems  company:  Compaq. 

You  may  not  be  aware,  but  last  year  we  provided 
over  63%  oi  the  world's  superservers.  That's  because 
our  advanced  systems  can  actually  outperform  mini- 
computers costing  many  times  more,  while  delivering 
enterprise-class  reliability.  They  can  also  radically  cut 
per-transaction  and  maintenance  costs. 

Our  experience,  fueled  by  partnerships  with  such 
networking  leaders  as  Novell,  Microsoft  and  SCO,  has 
helped  us  develop  an  integrated  family  of  networking 
products  —  from  the  new  ProSignia  VS  (which  offers 
true  server  functionality  at  a  desktop  price)  to  the  high- 
availability  ProLiant  line. 

These  systems  can  easily  run  today's  emerging 
business-critical  applications.  Thev  also  reflect  some 
refreshing  common  sense:  Namely,  there's  no  reason  to 
dow  nsize  from  big,  complicated  computers  it  you're 


Whole  Company. 


going  to  end  up  with  small,  complicated  computers. 

So  Compaq's  networking  solutions  bring  you  the 
same  ease  of  use  we've  brought  to  the  desktop.  Our 
CD-based  SmartStart  technology  vastly  simplifies  the 
most  complicated  part  of  the  setup  process  —  reliably 
configuring  and  fully  optimizing  your  system. 

Our  servers  are  built  to  keep  running,  even  when 
being  serviced.  The  Compaq  Insight  Manager  monitors 
800  critical  measurements  of  server  health,  and  our 
Pre-Failure  Warranty'  ensures  free  replacement  of  key 
parts  before  potential  problems  turn  into  real  ones. 

And  since  you'd  rather  not  use  vour  business  as  a 
test  lab,  we  use  our  test  lab  as  a  test  lab.  Here,  in  real- 
life,  high-volume  networks,  we  work  with  our  industry 
partners  to  ensure  the  highest  compatibility  and  ke  ep 
our  commitment  to  open  systems.  So  you'll  never  be 
boxed  in,  forced  to  deal  with  any  one  manufacturer. 

If  you're  interested  in  receiving  specifications  for 
Compaq  systems  immediately  via  tax,  all  you  have  to 
do  is  call  us  at  1-800- 345- 1 5 1 S,  choose  the  free  PaqFax 
option  and  request  documents  #4001  and  #4003.  And 
if  you  think  we  worked  hard  at  the  desk  job,  wait  till 
you  see  what  we  do  for  you  next.  fs^C*! 


ignia  and  ProLiant  an-  track-marks  "I  the  Ci 
ion,  199$.  ''Require  Compaq  Insight  Mans 
ct  information,  rcqucsl  tin-  product  catalog. 


q  Computer  Corporation.  Product  names  I 
!.X  ami  applicable  only  to  advanced  ECG 


herein  mav  be  trademarks  and/or  reoisteWt  trademarks'  ot  their  respectn 
nd  disk  drives  running  under  Compaq  or  SMART  SCSI  Aria 
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TEENS:  BUTT-HEADS 
OR  JUST  NOT  BOOMERS? 


Regarding  your  article  "Teens"  (Cover 
Story,  Apr.  11),  they  are  an  exam- 
ple of  what's  wrong  with  America.  They 
are  the  most  incarcerated  and  most  stu- 
pid (test  scores)  generation  in  our  histo- 
ry. It's  time  we  stopped  allowing  teens 
to  be  trendsetters  and  returned  to  more 
healthy  values. 

James  B.  Mathers 
Chicago 

■  realize  that  my  generation  has  prob- 
I  lems,  but  the  problems  that  young 
people  face  today  have  changed.  Teenage 
pregnancy  continues  to  be  a  problem, 
but  I  also  have  to  worry  about  aids, 
the  future  job  market,  and  if  I  will  even 
get  a  chance  to  prove  myself  before  I'm 
condemned  not  for  my  color  or  back- 
ground, but  for  being  born  into  a  group 
of  people  that  the  media  and  general 
public  have  deemed  worthless. 

Sara  Danzinger 
Alma.  Wis. 

Your  article  gave  the  impression  that 
all  teenagers  do  and  like  certain 
things.  I  would  like  your  readers  to  find 
out  about  the  other  types  of  teenagers— 
the  ones  like  myself  who  through  hard 
work  and  dedication  will  become  CEOs. 

I  am  16  and  am  in  the  process  of 
building  my  own  software  corporation.  I 
read  book  upon  book  about  the  structure 
and  revitalization  of  corporations.  I  read 
several  business  magazines,  such  as 
BUSINESS  week.  My  hero  is  Bill  Gates  of 
Microsoft.  I  do  not  believe  in  foolish- 
ness or  wasting  time.  Time  is  money. 

Jamie  S.  Liljenquist 
Cooperstown,  N.  D. 

■  was  glad  to  see  that  there  is  a  young, 
I  smart,  strong  generation  of  teenag- 
ers out  there.  I  was  beginning  to  won- 
der who  was  going  to  support  us  in  our 
old  age.  It's  good  that  these  kids  like  to 
consume  as  it  will  make  them  work 
harder,  thereby  creating  more  Social  Se- 
curity revenue.  So  remember,  fellow 
Boomers,  be  nice  to  these  kids,  teach 
them  well,  and  instill  in  them  a  strong 


work  ethic.  We're  really  going  to  nk 
them  come  2010. 

Richard  J.  Mjs 
Richard  J.  Moss  &  Assoeire; 

Santa  Fe,  Nt 

ARE  SIN  TAXES  A  BLESSING 

OR  BIG  BROTHERISM?  I 

Christopher  Farrell's  article  "Thisfir 
tax  is  win-win"  (Top  of  the  Nop 
Apr.  11)  is  right  on  target  when  poinw 
out  that  decreased  smoking  resulfe 
from  a  $1  to  $2  per  pack  cigarette  prc 
increase  will  save  lives,  raise  revenp 
and  improve  the  nation's  health.  In  aii 
tion,  passage  of  a  tax  on  other  tob»c 
products,  Senator  Daniel  R  Moyniha'; 
huge  ammunition  tax  proposal,  an  ; 
large  tax  on  all  alcoholic  beverages  cl 
finance  whatever  health-care-reformB 
is  enacted  as  long  as  members  of  «■ 
gress  are  willing  to  forgo  big  campa- 
contributions  from  these  groups. 

Edward  L.  KcJ 
Highland  Park 


Social  engineering  by  taxation  is 
some  Americans  in  the  late  18th  fa 
tury  dropped  tea  into  Boston  Harbcfc 
If  you're  willing  to  support  this  soifi 
stuff,  let  me  drop  this  one  on  you.  B 
game  of  golf  is  a  waste  of  time,  eneg 
land  use,  and  causes  skin  cancem 
overexposure  to  the  sun.  I  am  going 
run  for  public  office  on  the  premisB 
wiping  out  or  limiting  golf  to  the  gepf 
al  public  by  taxing  the  golf  nuts,» 
per  nine  holes.  Will  you  back  my  ( 
paign  for  this  the  same  way  you 
backing  the  "sin  tax"? 

George  K.  Strodtl 
Vincennes, 


TOO  MANY  PEOPLE 
IS  NOT  THE  PROBLEM 


In  reference  to  "The  baby  boom 
has  to  end"  (Environment,  Apr.  1 
am  so  tired  of  hearing  how  there 
just  too  many  people  for  our  poor 
burdened  planet.  While  we  Ameri 
tear  down  what  is  left  of  the  foresl 
build  single-family  homes  on  half- 
lots,  we  blame  developing  nations 
the  world's  environmental  problem.' 
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CORRECTIONS  &  CLftRIHCATIOHS 

a  table  of  the  hottest  initial  public 
erings  in  the  past  12  months  ranked 
stock  appreciation  ("Beware  the  IPO 
irket,"  Cover  Story,  Apr.  4),  some 
npanies  were  out  of  order.  Micro- 
p  Technology  should  have  teen  first, 
ysician  Corp.  of  America  should 
ye  been  fourth,  and  Styles  on  Video 
>uld  have  been  fifth. 

table  with  "Finally,  arm  funds  may 
I  a  leg  up"  (Personal  Business,  Mar. 
i  showed  the  wrong  funds  with  the 
;hest  three-year  rank  for  adjustable- 
,e-mortgage  mutual  funds.  Here  are 
;  top  five  as  of  Apr.  8,  1994. 

TOTAL  RETURN 

D  (3  year  average  annualized) 


per  Adjustable  Rate  U.S.  Govt. 

6.94% 

irated  ARMs  Institutional 

6.93% 

rim  Adjustable  U.S.  Gcvt.  Securities  1 

4.96% 

stone  America  Cap.  Pres.  &  Inc.  A 

4.90% 

Hand  Express  Variable  Rate  Govt.  A 

4.69% 

DATA:  M0RNINGS1AR  INC 

We  believe  travel  should  open  new  doors. 


id  of  treating  our  neighbors  as  re- 
nsible  adults  capable  of  making  intel- 
mt  decisions,  we  want  to  manage 
m  like  a  herd  of  sheep. 

Robert  M.  Morici 
Atco,  N.  J. 

all  5.5  billion  people  alive  in  1992 
ved  four  to  a  house,  it  would  require 
'5  billion  homes  to  shelter  them.  If 
h  of  those  homes  were  built  on  a 
idard  %-acve  subdivision  lot,  the  en- 
population  of  the  earth  could  be 
sed  on  171  million  acres.  The  state  of 
as  alone  contains  171  million  acres. 
:  rest  of  the  earth  would  then  be 
liable  for  nongrowth  crusaders. 

William  M.  Staley 
Staley  Associates 
Nashville 


I  TO  REACH  BUSINESS  WEEK 

RS  FOR  READERS  REPORT 

tters  must  include  an  address  and  daytime  and 
ig  phone  numbers.  We  reserve  the  right  to  edit  let- 
ir  clarity  and  space. 

Business  Week,  1221  Avenue  of  the  Americas, 
:loor,  New  York,  NY  10020 

212]  512-4721 

et.  bwreader@mgh.com 

CRIBER  SERVICES 

;w  subscriptions,  renewals,  changes  or  problems, 
ngle  copies. 

:  (800)  635-1200  or  (609)  426-7500 

RIGHT  PERMISSIONS 

!  quoting  or  reproducing  editorial  material. 

i  (212)  512-3396  Fax.  (212)  512-4938 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  the  highest  standards.  Experience  the  difference:  call  your  travel  planner  or 
44(71)491-3812  (London)  and  ask  for  our  International  Corporate  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 
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National  Stuttering 
Awareness  Week 


MAY  9-15 

Chicago  Bulls'  legendary 
star  Bob  Love  joins  forces 
with  U.S.  Open  champion 
Ken  Venturi  to  educate  the 
public  about  stuttering  and 
its  prevention. 


Fur  more  information, 
write  or  call: 

Stuttering 
Foundation 
of  America 

h  iRMERH  SPEEI  HFC*  rNDA  nONC  IF  -\MI  Eli  A 

A  Non-Pmfii  Organization 

Since  1947— 

Helping  Those  Who  Stutter 


P.O.  Box  11749  ' 


Memphrs,TN  38111-0749 

30-992-9392 
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REINVENTING  THE  FUTURE:  CONVERSATIONS  WITH  THE  WORLD'S  LEADING  SCIENTISTS 

By  Thomas  A.  Bass 
Addison-Wesley  249pp  •  $24.95 

THE  MOTHER  OF  INVENTION? 
FREEDOM 


Science  geniuses  can  be  prickly 
sorts.  So  Thomas  A.  Bass  discov- 
ered when  he  talked  with  the  pio- 
neering British  drug  designer  James  W. 
Black  for  his  fascinating  new  book,  Rein- 
venting the  Future:  Conversations  With 
the  World's  Leading  Scientists.  To  start, 
Bass  asked  Black  where  he  was  born. 
"Are  you  trying  to  analyze  me?"  Black 
demanded.  "Am  I  on  your  couch  to  be 
dissected  and  poked?  This  sort  of  public 
stripping  before  we  start,  getting  me 
on  the  couch  and  tearing  off  my  protec- 
tive gear— can  \'ou  see  why  I'm  allergic 
to  it?" 

Fortunately  for  Bass, 
the  other  10  scientists  he 
interviewed  for  his  book 
weren't  so  pugnacious. 
But  the  scientists— in 
fields  as  diverse  as  chaos 
theory  and  genetics— all 
emerge  as  offbeat  and 
strong-willed.  Luc  Mon- 
tagnier.  co-discoverer  of 
the  AIDS  virus,  happily 
confirms  that  he  has  a  lot 
of  enemies.  Geologist 
Farouk  El-Baz  tells  how 
he  incurred  the  wrath  of 
the  Nasser  regime  in 
Egypt  when  he  refused 
an  undesirable  assignment 
to  teach  chemistry  at  a 
technical  school  in  the 


lives  and  their  eye-opening  research. 
For  instance,  Sarah  Hrdy,  an  American 
anthropologist,  went  to  India  to  study 
the  mating  habits  of  hanuman  monkeys, 
considered  sacred  by  many  Indians. 
There  she  developed  a  controversial  but 
now  accepted  theory  of  why  female  pri- 
mates mate  with  many  males.  The  evo- 
lutionary logic:  They  intentionally  con- 
fuse paternity  so  that  the  males  will 
refrain  from  killing  the  females'  off- 
spring, since  they  might  be  the  father. 

Interviewee  Richard  Dawkins,  author 
of  The  Selfish  Gene,  an  influential  book 


T 


his  fascinating 
look  at  the  lives  of  11 
scientists  shows  that 
creativity  is  closely 
linked  to  independence 


Suez  region.  Thomas  Adeoye  Lambo,  a 
British-trained  psychiatrist,  dared  to  hire 
traditional  healers— "witch  doctors"— to 
work  beside  the  psychiatric  staff  in  his 
native  Nigeria,  with  apparent  success. 
Says  Lambo,  speaking  for  many  of  his 
peers:  "I'm  restless." 

To  be  sure,  it's  no  surprise  that  sci- 
entists like  to  go  their  own  ways.  What 
Reinventing  the  Future  makes  clear  is 
that  their  independence  is  deeply  en- 
twined with  their  creativity.  Take  away 
one.  and  the  other  dies.  That's  a  mes- 
sage to  be  heeded  by  directors  of  gov- 
ernment, academic,  and  corporate  labo- 
ratories who  have  lately  been  intent  on 
channeling  scientists'  efforts  into  what 
they  see  as  more  productive  paths. 

Happily,  though.  Reinventing  the  Fu- 
ture is  much  more  than  a  how-to  work 
for  research  directors.  In  their  own 
words,  these  scientists  talk  about  their 


pul  dished  in  1976  that  portrayed  humans 
as  robot  vehicles  controlled  by  their 
genes,  is  a  self-described  dabbler.  He 
once  devised  a  mathematical  model  for 
how  chickens  peck  and  wrote  his  own 
word-processing  program  for  his  Apple 
II  computer— software  no  one  else  has 
ever  used.  Today,  Dawkins  imagines  that 
artificial  intelligence  could  someday  de- 
velop to  the  point  where  large  organi- 
zations will  be  taken  over  by  machine  in- 
telligence. "Humans."  he  says,  apparently 
seriously,  "will  then  sink  into  the  back- 
ground as  functionaries  or  slaves." 

Of  all  the  scientists  featured  here,  El- 
Baz  can  lay  claim  to  the  most  varied  ca- 
reer. After  defying  the  Nasser  regime, 
he  emigrated  to  the  U.  S.,  where  he 
eventually  ended  up  supervising  the  col- 
lecting of  moon  rocks  by  Apollo  astro- 
nauts. He  later  moved  on  to  Boston  Uni- 
versity, where  he  has  taken  up  the  cause 


of  "nondestructive  archeology"  in  his 
tive  Egypt.  The  idea  is  to  use  rem( 
sensing  technology  to  explore  anci 
mummies,  wall  paintings,  ami  solar  bo 
without  removing  them  from  th 
tombs.  Says  El-Baz:  "The  era  of  archt 
ogy  as  high-class  grave-robbing  is  ov< 
Bass,  a  veteran  science  journali 
clearly  has  a  knack  for  getting  peopk 
talk,  and  he  has  been  in  touch 
some  of  his  interviewees  off  and  on 
years.  One,  chaos  theorist  Norn 
Packard,  was  a  protagonist  in  Bas 
1985  book,  The  Eudaernonic  Pie,  wh 
chronicled  an  attempt  by  Packard 
colleague  Doyne  Farmer  to  beat  Las 
gas  by  using  a  toe-operated  microcc 
puter  to  track  where  a  roulette  whei 
ball  was  stopping  and  calculate  when 
was  likely  to  stop  next. 

By  his  own  account,  Bass  has  edi 
these  interviews  to  eliminate  jargon 
minimize  his  own  appearance.  Blac 
tirade,  for  example,  is  mentioned  h 
preface  but  left  out  of 
interview  itself.  In  ac 
tion,  Bass  took  the 
usual  step  of  showing 
pieces  to  his  subjects 
fore  they  were  print 
Far  from  trying  to  bo 
lerize  their  remarks, 
says,  the  scientists  ten 
to  strengthen  and  am] 
their  arguments. 

Readers  interestec 
research  and  developn 
strategies  would  do 
to  turn  to  the  inten 
with  Black.  Pric 
though  he  may  be, 
also  a  seminal  thin 
with  strong  opinions 
scientific  freedom.  He 
invented  not  one  but 


billion-dollar  drugs— first  beta  block 
which  prevent  heart  attacks  and  rec 
high  Mood  pressure,  and  'hen  the 
tive  ingredient  for  the  anti-ulcer 
Tagamet.  In  both  cases,  his  employ 
gave  him  free  rein.  "Research  has  t< 
const  rained  and  channeled,"  says  Bl 
"But  the  more  you  try  to  make  it 
cient,  the  more  inefficient  it  will 
come.  You'll  kill  the  goose." 

Etienne-Emile  Baulieu,  inventor  of 
pa'  486  abortion  pill,  laments  in  his 
terview  that  to  the  world  at  large, ■ 
scientific  enterprise  has  become  i'acelB 
"Nobody  cares  about  the  lives  of  sM 
tists."  Truth  be  told,  most  scientists 
just  drones  like  the  rest  of  us.  B; 
precious  few  are  true  explorers.  The 
Bass  has  brought  11  of  them  to  life, 

BY  PETER 

Peter    Coy    covers  technology 
BUSINESS  WEEK. 
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Prove  Your  Company 
Is  Fast  On  M  JJjft 

E^iiRTH^.i,,  , 

Corporate  Challenge! 


Chemical 


Now's  the  time  to  get  a  company  team 
together  and  enter  the  largest  race  of  its  kind. 
You'll  not  only  be  promoting  fitness,  but  be 
helping  all  who  rise  to  the  challenge  realize  a 
sense  of  team  spirit  and  self-achievement. 

The  Chemical  Bank  Corporate  Challenge 
is  open  to  full-time  employees  of  corporations, 
businesses  and  financial  institutions.  For  more 
information,  write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street,  16th  Floor, 
New  York,  NY  10017.  Fax:  (212)  557-3799. 
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All  companies  are  different, 
but  their  information  systems 
all  need  the  same  care. 


As  a  world  leader  in  IT  services,  we've  hatched 
quite  a  few  successful  projects  over  the  past  25 
years.  And  while  none  of  them  is  like  any  other, 
they  all  share  the  careful  way  we  nurture  complex, 
delicate  components  to  create  powerful  business 
solutions.  That  takes  knowing  when  to  reuse  proven 
experience  to  respond  to  individual  business  needs. 
Making  sure  your  information  systems  mature  in 
time  to  help  your  entire  organization  grow.  And  it 
means  jealously  guarding  our  vendor  independence 
—  and  yours  —  so  the  solutions  we  provide  will 
never  crack  under  the  weight  of  inflexibility.  We 
handle  every  customer's  needs,  however  varied, 
with  the  same  consistent  care.  Which  is  precisely 
what  makes  the  way  we  treat  you  so  unique. 
To  contact  us,  please  call  (212)  944-6565,  ext.  444. 


Total 
Respect 

for  you  •  for  your  company  • 
for  your  Clients  •  for  your  investments  • 
for  your  freedom  •  for  your  future 


CAP  GEMINI  SOGETI 

EXPERTISE  IN  INFORMATION  TECHNOLOGY* 


Economic  Viewpoint 


WHY  THE  THIRD  WORLD 
SHOULD  STRESS  THE  THREE  R's 


BY  GARY  S.  BECKER 


Unless  governments 
of  developing 
countries  redirect 
spending — and  enact 
innovative  voucher 
plans — to  guarantee 
schooling  and  health 
care,  there  can  be  no 
economic  progress 


GARY  S.  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


The  rebellion  in  the  poverty-stricken  Mex- 
ican state  of  Chiapas  has  dramatized  the 
inequality  in  living  standards  in  a  coun- 
try trying  to  promote  rapid  economic  develop- 
ment. Third  World  nations  that  neglect  the 
education,  training,  and  health  of  the  poor 
perpetuate  divisions  that  may  tear  apart  their 
social  fabric. 

At  a  recent  education  conference  in  Brazil,  I 
argued  that  economic  development  cannot  be 
sustained  when  a  nation  neglects  elementary 
education  for  a  sizable  part  of  its  population. 
Education  lets  young  persons  from  poor  back- 
grounds acquire  the  skills  to  rise  in  the  world, 
and  it  reduces  the  tendency  for  inequalities  in 
wealth  to  be  perpetuated  from  one  genera- 
tion to  the  next.  The  example  of  the  so-called 
Asian  tigers— Hong  Kong,  Korea,  Singapore, 
and  Taiwan— is  instructive:  Early  in  their  de- 
velopment, they  largely  eliminated  illiteracy 
and  raised  the  schooling  of  the  bottom  stratum 
to  decent  levels. 

According  to  statistics  compiled  by  Robert 
J.  Barro  of  Harvard  University,  more  than 
two-thirds  of  Brazilians  over  the  age  of  25 
have  less  than  four  years  of  schooling,  and  a 
further  one-fourth  have  none  at  all.  The  situa- 
tion in  Mexico  is  almost  as  bad.  Education  of 
the  poor  in  both  nations  has  greatly  improved 
over  the  past  two  decades,  yet  even  now  few- 
er than  one-third  of  teenage  Brazilians  are  in 
school.  The  slums  scattered  throughout  Rio 
de  Janiero  are  filled  with  children  who  spend 
their  time  not  in  school  but  on  the  streets,  ter- 
rorizing residents  and  visitors  with  burglaries 
and  robberies. 

The  social  problems  from  unequal  educa- 
tion are  often  compounded  by  racial  differ- 
ences: In  Brazil.  Mexico,  and  many  other  na- 
tions, wealth,  education,  and  occupation  are 
polarized  along  racial  lines.  The  poor  in  Mexi- 
co are  mainly  Indians,  while  in  Brazil  they 
are  primarily  descendants  of  slaves  brought 
from  Africa. 

SQUARE  MEALS.  Children  from  homes  with 
poor,  illiterate  parents  need  schooling  that 
addresses  their  special  needs.  My  wife  and  I 
spent  a  day  as  the  guests  of  Governor  Leonel 
Brizola  of  the  state  of  Rio  de  Janiero  at  one  of 
several  hundred  schools  in  the  state  that  were 
created  during  the  past  decade  for  poor  chil- 
dren. Students  in  these  schools  get  three 
meals  and  almost  10  hours  of  instruction  and 
recreational  activity  a  day,  and  they  do  their 
preparation  in  the  classroom  rather  than  at 
home.  But  since  such  schools  are  expensive  to 
build— SI  million  per  school— as  well  as  to  op- 
erate, they  are  not  the  solution  for  poor 
children. 


A  better  way  to  help  poor  families  in 
Third  World  (as  well  as  elsewhere)  would j 
through  a  tuition  voucher  system.  Low-incoB 
parents  would  receive  vouchers  that  help  M 
the  tuition  at  any  approved  school  that  M 
cepts  their  children.  Participating  schools  coB 
be  required  to  provide  nutritious  meals  ydj 
health  checkups.  Such  vouchers  would  sthB 
late  competition  among  public  and  privfl 
schools  to  improve  the  education  and  healtrjtt 
children  who  most  need  to  be  helped,  IVB 
die-  and  upper-income  families  have  less  n<B 
for  tuition  vouchers,  for  they  often  manlj 
wherever  they  are  to  get  decent  schooling  n 
their  children. 

Poor  mothers  and  fathers  usually  wanB 
better  life  for  their  children  than  they  hi 
had  themselves,  and  many  of  them  woB 
choose  schools  wisely.  Even  some  of  thB 
who  care  very  much  about  their  families,  hB 
ever,  often  force  children  to  leave  school  e;B 
so  that  they  can  help  contribute  toward  8 
meager  household  resources,  even  when  tB 
violates  child-labor  and  minimum-school! 
laws. 

waste  not.  One  way  to  provide  incentives! 

poor  parents  to  look  out  for  their  childnB 
interests  is  to  give  them  a  bonus  that  oi'i':« 
the  income  loss  from  keeping  children  ouB 
the  labor  force.  The  bonus  could  be  hues 
when  the  children  attend  school  regularly,  B 
it  could  even  rise  when  the  children  rec< 
good  grades. 

Apologists  for  the  status  quo  claim  1 
poor  countries  do  not  have  the  resource: 
raise  the  education  of  all  their  citizens  to 
cent  levels,  and  they  believe  international 
ganizations  such  as  the  World  Bank  shoul< 
nance  the  education  of  their  poor, 
governments  in  these  countries  usually  sp 
a  quarter  or  more  of  gross  domestic  proc 
on  financing  deficits  in  inefficient  state  er 
prises,  on  excessively  expensive  universit 
and  in  many  other  wasteful  ways. 

The  real  obstacle  to  greater  governn 
spending  by  Third  World  countries  on  t 
education,  combating  crime,  and  other  im 
tant  public  activities  is  not  their  limited 
sources  but  the  diversion  of  these  gov 
ments  from  what  should  be  their  m 
priorities.  They  are  too  busy  doing  things 
either  should  not  be  done  at  all— or  that  sh 
be  left  to  the  private  sector. 

Countries  such  as  Brazil  and  Mexico  1 
enormous  human  energy  and  economic  p( 
tial.  But  they  will  further  delay  their  e: 
into  the  First  World  if  they  continue  to  pa, 
sufficient  attention  to  the  schooling  and  h< 
of  their  poor. 
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ECONOMIC  VIE* 


How  To  Meet 
Higher  Tax  Rates 
Head  On . .  .And  Win 


With  today's  new  tax  rates,  millions  of  Americans  are 
finding  out  they're  paying  more.  Fidelity's  new  Spartan0 
California  Intermediate  Municipal  Portfolio  can  help 
you  keep  more  of  what  you  earn. 

The  Advantages 
of  an  Intermediate 
Municipal  Fund 

Spartan  California  Intermediate 
Municipal  Portfolio  seeks  higher 

current  tax-free  income 
than  a  money  market, 
with  lower  risk  than 
higher-yielding  long- 
term  bond  funds.'  The 
fund  maintains  an  aver- 
age maturity  of  3-10 
years,  and  invests  pri- 
marily in  investment- 
grade  California 
municipal 
securities 

This  hypothetical  example  represents 
annual  income  on  a  $10,000  investment 
The  figures  for  the  taxable  inveslment 
assume  the  combined  effec- 
c»«  un...  M..»h  m„,o       ,ive  federal  and  California 

££iS33Z»  ™,eo' 

When  You  Invest  Tax-Free 


Tax-Free 

Taxable 

Investment 

Investment 

Yielding  5.59 

'c  Yielding  7% 

The 
Taxes 

You  Pay 
$301 

The 

The 

Income 

Income 

You 

You 

Keep 

Keep 

$550 

$399 

Higher  Yields  Through  Lower 
Costs  -  the  Spartan  Approach® 

The  fund  uses  Fidelity's  Spartan  Approach  to 
give  investors  a  way  to  earn  higher  yields 
through  lower  costs.  In  fact,  the  Spartan  family 
of  funds  has  consistently  rewarded  investors 
with  among  the  highest  yields  available.2 

Protect  Your  Income  by 
Investing  Tax-Free.  Call  Today. 

For  California  residents,  taxes  on  income 
can  take  away  nearly  half  of  your  earnings, 
depending  on  your  tax  bracket.  Tax-free 
investing  is  a  way  to  keep  more  of  what 
you  earn. 

For  complete  information,  including 
charges  and  expenses,  call  for  a  free  fact  kit 
and  prospectus.  Read  the  prospectus  carefully 
before  you  invest  or  send  money.  (Miiiimum 
investment:  $10,000.)  Also,  ask  about  our 
Spartan  California  Municipal  Money 
Market  Portfolio/ 

Visit  a  California  Investor 
Center  or  Call  24  Hours 

1-800-544-3898 


Fidelity 


Investments 


2r 

1  A  portion  of  income  may  be  subject  to  the  federal  alternative  minimum  tax.  -  Transactions  may  reduce  your  yield.  Based  on  yields  of  comparable  funds,  according  to  Upper 
Analytical  Services,  Inc.  Past  performance  is  no  guarantee  of  future  results.  Yields,  share  price,  and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares. 
%i  investment  in  the  money  market  hind  is  not  insured  or  guaranteed  by  the  U.S.  government,  and  there  is  no  assurance  that  a  $  1  share  price  will  be  maintained. 
Fidelity  Distributors  Corporation. 
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io  help  you  create 
and  keep  customers, 
we  begin  with  this  piece  of 
advanced  technology. 


We  couldn't  help  you  succeed  with- 
it.  It's  the  ability  to  listen  to  you 
your  customers.  And  it's  part  of 
heritage  at  Unisys. 
That's  why  Unisys  Services  offers  a 
asophy  which  separates  us  from  our 
petition  and  can  help  separate  you 
i  your  competition-cusTOMERiZE.SM 
in  approach  based  on  hearing  where 
and  your  customers  are  coming 
i.  To  help  you  keep  them  coming. 
Using  proven  methodology,  experi- 
d  Unisys  Services  professionals  will 
i  with  you  to  customerize  your 
nization  by  aligning  information 
egy  with  your  customer  service 
s.  We  begin  by  developing  an 

lisys  Corporation 


understanding  of  your  customers'  needs 
and  analyzing  the  information  flow 
between  you  and  your  customers. 
Then  our  Information  Planning  Servia 
teams  you  with  Unisys  experts  to  create 
a  practical  blueprint  for  enhancing 
customer  service  through  information. 

Unisys  Process  Redesign  helps 
redirect  your  people  and  processes 
to  enable  you  to  be  more  responsive 
to  your  customers.  As  a  leader  in 
Systems  Integration,  we  design  solu- 
tions for  real-world  multivendor  envi- 


UNISYS 

We  make  it  happen.        your  business 


ronments.  And  Unisys  Outsourcing 
can  free  you  to  concentrate  on  cus- 
tomer service  while  we  shoulder 
responsibility  for  your  IS  operations. 


CUS-tom-er-ize  \  kus'-ta-ma-rize'  \  vi 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICI  COMPETIT1VI  EDGE,  BUSINESS- 
CRITK  AL  SOLUTIONS.  REVENUE  GENERATION 


For  a  complimentary  customerize 
Services  Information  Kit,  call  us  at 
1-800-874-8647,  ext.  19.  Hear  for  your- 
self how  enhanced  customer  service 
can  make  a  strategic  difference  for 
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conomic  Trends 


BY  GENE  KORETZ 


CAPITAL  SPENDING: 

THE  BEST 

IS  YET  TO  COME 


It's  hardly  news  that  Corporate  Amer- 
ica has  been  shelling  out  big  bucks 
for  equipment  in  recent  years— particu- 
larly for  computers  and  other  informa- 
tion technology  that  enable  companies 
to  raise  productivity  and  output  while 
restructuring  their  workforces.  Now, 
however,  there  are  signs  that  capital 
spending  is  gaining  momentum  and 
broadening  its  scope.  The  result,  says 
economist  Stephen  S.  Roach  of  Morgan 
Stanley  &  Co.,  could  be  "a  major  capital 
spending  boom  that  rivals  the  spending 
spree  of  the  late  1960s  and  early  '70s." 

While  real  outlays  for  information 
technology  soared  at  a  31%  annual  rate 


CAPITAL  SPENDING  ROLLS 


STRUCTURES 


in  the  final  quarter  of  1993  (and  were  up 
27%  for  the  year  as  a  whole).  Roach 
notes  that  spending  on  heavy  industrial 
equipment  and  structures  also  accelerat- 
ed in  the  fourth  quarter— posting  annual 
rates  of  22.4%  and  10.3%,  respectively. 
"Business  investment,"  he  says,  "finally 
appears  to  be  looking  beyond  restructur- 
ing to  capacity  expansion  and  updating 
of  the  basic  capital  stock." 

Underscoring  the  trend  is  the  gov- 
ernment's latest  survey  of  capital-spend- 
ing plans,  which  projects  a  9.8%  rise  in 
real  outlays  in  1994,  up  from  7%  pro- 
jected late  last  year.  And  the  March 
survey  of  the  National  Federation  of  In- 
dependent Business  indicates  that  .'38%  of 
small  businesses  plan  capital  outlays  in 
the  next  six  months,  the  most  since  the 
monthly  survey  began  in  1986. 

Economists  point  to  three  develop- 
ments that  suggest  the  investment  surge 


will  persist.  The  first  is  growing  capacity 
constraints.  In  March,  the  operating 
rates  of  a  number  of  industries— lum- 
ber, primary  metals,  computers  and  of- 
fice equipment,  motor  vehicles,  textiles, 
paper,  mining,  and  petroleum  products- 
clocked  in  above  90%,  and  electrical  ma- 
chinery came  in  at  85.5% 

At  the  same  time,  economist  Joseph 
Carson  of  Dean  Witter  Reynolds  Inc. 
notes  that  the  ratio  of  the  market  value 
of  corporate  stocks  to  the  current  or  re- 
placement cost  of  physical  assets  moved 
above  1  last  year  for  the  third  year  in  a 
row,  hitting  a  record  1.38.  (It's  still  com- 
fortably above  1,  despite  the  recent  mar- 
ket decline.)  According  to  a  theory  orig- 
inated by  Nobel  laureate  James  Tobin  of 
Yale  University,  when  this  ratio  is  below 
1,  as  it  was  during  the  1980s,  businesses 
tend  to  buy  their  own  shares  or  expand 
by  acquiring  other  companies.  When  it  is 
above  1,  on  the  other  hand,  businesses 
tend  to  invest  in  new  equipment  to  pro- 
duce capital  gains  for  their  shareholders. 

"The  last  time  the  ratio  was  above 
1,"  says  Carson,  "was  in  the  1960s,  and 
we  had  an  investment  boom.  I  think 
history  will  repeat  itself." 

Another  incentive  to  invest,  argues 
economist  Rosanne  M.  Cahn  of  CS  First 
Boston  Corp.,  is  the  age  of  the  capital 
stock.  She  calculates  that  in  1992  and 
1993  the  net  age  of  business  equipment, 
excluding  computers  and  motor  vehi- 
cles, was  the  highest  it  has  been  in  the 
entire  postwar  period.  And  the  average 
age  of  industrial  buildings  was  the  high- 
est since  1950.  "If  the  economy  stays 
reasonably  strong,"  says  Cahn,  "replace- 
ment demand  will  take  off." 

Roach,  for  one,  thinks  the  current 
spending  boom  is  likely  to  persist.  And 
he  predicts  that  its  widening  scope  will 
gradually  shift  the  emphasis  from  down- 
sizing to  job  formation. 


THINGS  GO  BETTER 
WITH  MULTINATIONALS 
— EXCEPT  JOBS 


■  t  pays  to  go  global.  A  new  Confer - 
Bence  Board  study  of  1,250  American 
manufacturing  companies  from  1987  to 
1991  finds  that  multinationals  of  all  sizes 
and  in  all  industries  outperformed  their 
strictly  domestic  U.S.  counterparts— 
growing  more  than  twice  as  fast  in  sales 
and  earning  significantly  higher  returns 
on  equity  and  assets. 

The  multinationals'  employment  record 
is  another  story,  however.  Recent  re- 
search by  Harvard  University  economist 
Robert  Z.  Lawrence  indicates  that 
domestic  manufacturing  employment 


shrank  more  among  U.  S.  multinaticl 
als  between  1977  and  1989  than  in  tl 
overall  manufacturing  sector.  But  if 
also  striking,  says  Lawrence,  that  the 
multinationals  reduced  their  job  ro 
overseas  at  about  the  same  rate  as  th 
did  at  home. 


A  BREAK  WITH  CHINA 
COULD  FAN 

U.S.  INFLATION  FEARS 


With  America  running  a  $23  billi 
trade  deficit  with  China,  some 
servers  argue  that  China  will  be  the 
loser  if  its  actions  cause  the  U.  S.  to 
voke  its  most-favored-nation  (mfn)  tr 
ing  status.  But  economist  Neal  M.  Si 
of  CS  First  Boston  Corp.  warns  that  si 
an  outcome  also  has  potentially  han 
implications  for  the  U.  S.,  too. 

Soss  estimates  that  loss  of  M 
would  raise  the  U.  S.  tariff  rate  on 
nese  goods  from  about  8.8%  to  o1 
50%.  Noting  that  China's  exports  to 
U.  S.  are  mainly  toys,  apparel,  footw« 
and  electronics  (including  nearly  hall 
all  toys  sold  in  the  U.  S.),  he  figu 
that  such  a  hike  would  push  up  the  < 
sumer  price  index  by  0.15%  directly, 
if  other  toy,  apparel,  and  footwear  p 
es  also  rose  in  response,  the  CPI  cc 
well  increase  by  1%  or  2%,  prompt 
the  inflation-wary  Federal  Reserve 
step  harder  on  the  monetary  brakes 


LETTING  THE  AIR 
OUT  OF  JAPAN'S 
PUFFED-UP  SURPLUS 


Although  Japan's  trade  surplus  r 
$14  billion  last  year,  it  now  is 
downtrend  that  should  accelerate  in  < 
ing  months,  predict  economists  at  IV 
gan  Cuaranty  Trust  Co.  Much  of  the 
in  recent  years,  they  note,  was  the  re 
of  the  impact  of  the  soaring  yen  c 
bined  with  falling  dollar  prices  of  imp 
ed  commodities.  Now,  these  trends  s< 
to  be  ending— and  perhaps  reversing*/ 
With  the  trade-weighted  yen  up  rnwi 
than  25%  last  year,  import  volumes  rfll 
been  soaring— even  as  Japanese  (I 
sumption  remains  depressed  and  exm 
volumes  decline.  America's  motor -velj 
exports  to  Japan,  for  example,  jumi 
by  50%  in  1993,  and  the  Japanese-tj 
trade  surplus  has  slipped  recently.  II 
ically,  just  as  the  rising  yen  in  re<[ 
years  pushed  up  Japan's  trade  surplvl 
dollars,  a  weakening  yen  at  this  jf 
ture,  says  Morgan,  would  cause  the 
plus  to  shrink  more  rapidly. 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


HE  FED'S  HIKES 

FONT  FAZE  FACTORIES  MUCH 


TORY  MOMENTUM 
EMAINS  STRONG 


OUTPUT 


■  he  U.  S.  factory  sector  may  feel  like  the  lucky  stu- 
dent who  can  hide  behind  the  tallest  kid  in  the 
class  when  the  teacher  is  looking  for  a  few  knuckles 
•ap.  Manufacturing  has  long  been  the  Federal  Re- 
re's  whipping  boy  when  it  comes  time  to  slow  down 
economy.  But  this  time,  factories  may  avoid  much  of 
pain  of  this  year's  round  of  interest-rate  hikes, 
ndoubtedly,  higher  borrowing  costs  will  curtail  housing 
some  factory  activity,  especially  in  consumer  dur- 
i  such  as  furniture  and  appliances,  which  are  typical- 
>ought  on  credit.  But  long-term  interest  rates  have 
i  rising  since  October,  and  the  industrial  sector  has 
l  going  like  gangbusters  for  two  quarters. 

Indeed,  output  of  manufactur- 
ers, utilities,  and  mines  increased 
by  0.5%  in  March,  the  10th  con- 
secutive advance.  Factory  out- 
put alone  rose  a  stronger  0.6%, 
despite  a  slowdown  in  auto  pro- 
duction, after  Detroit's  torrid 
pace  in  February.  For  the  first 
quarter,  factory  output  grew  at  a 
7.8%  annual  rate,  on  top  of  an 
8.4%  gallop  in  the  fourth  period 
(chart). 

ooking  ahead,  a  moderate  pace  in  consumer  and  busi- 
;  spending,  along  with  the  need  to  rebuild  inventories, 
support  the  industrial  sector  this  year.  The  latest  sur- 

by  the  National  Association  of  Manufacturers  shows 
ring  optimism  among  small  manufacturers.  The  NAM 

70%  of  small  companies  see  sales  "increasing  substan- 
M  And  if  export  growth  pumps  up  the  second  half,  as 
:pected,  production  will  show  even  more  muscle. 

ilS  THIRD  Amid  this  growing  momentum,  the  Fed 

ME  MAY  executed  its  third  quarter-point  hike  in 

)T  BE  the  federal  funds  rate  in  11  weeks  on  Apr. 

IE  CHARM  18)  t0  3.75%.  The  action  rockeci  tj,e  re_ 

iy  quiet  financial  markets  with  a  surprising  pickup  in 
speed  of  monetary  tightening  (page  24).  In  response, 
nercial  banks  lifted  their  prime  rates  by  a  half-point, 
75%,  and  stock  and  bond  prices  plunged, 
it  despite  manufacturing's  dynamism,  the  timing  of 
?ed's  move  probably  came  in  response  to  other  fac- 
First,  the  financial  markets  had  calmed  down  follow- 
jast  rate  hikes.  Also,  no  new  economic  data  were 
sed  that  day,  so  the  Fed's  move  appeared  preemptive 
lot  in  reaction  to  strong  numbers. 
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Moreover,  the  hike,  made  at  Fed  Chairman  Alan 
Greenspan's  discretion  between  policy  meetings,  rein- 
forced the  Fed  chief's  leadership  role  after  the  press  re- 
ported that  he  may  be  losing  influence  on  the  policymak- 
ing committee.  Most  Fed-watchers  had  pegged  the  next 
rate  rise  to  the  May  17  policy  meeting.  Now,  that  is  the 
most  likely  date  for  the  Fed's  fourth  hike,  probably  in- 
cluding an  increase  in  the  discount  rate,  currently  at  3%. 

After  that,  however,  the  pace  of  tightening  may  slow. 
One  reason:  First-quarter  growth  in  real  gross  domestic 
product  appears  to  have  been  less  than  the  markets  had 
feared.  That's  because  the  huge  widening  in  the  February 
trade  deficit  suggests  that  trade  alone  subtracted  more 
than  one  percentage  point  from  last  quarter's  growth. 


OPERATING 
RATES 
ARE  ON 
THE  RISE 


BETTER  WEATHER 
HELPS  HOUSING 


08 


The  Fed's  action  was  clearly  an  acknowl- 
edgment of  the  strength  in  manufacturing 
and  the  resulting  rise  in  capacity  utiliza- 
tion—usually a  warning  of  faster  inflation. 
Operating  rates  for  all  industry  rose  to  83.6%  in  March, 
from  83.4%  in  February.  Manufacturing  used  82.8%  of  its 
capacity  in  March,  up  from  82.5%.  Several  industries,  in- 
cluding steel,  computers,  and  paper,  operate  above  90%. 

Are  those  high  operating  rates 
inflationary?  Not  necessarily. 
Greater  worker  productivity 
means  more  output  is  being 
created  with  the  same  amount  of 
capacity.  And  U.  S.  businesses  are 
planning  to  invest  heavily  in  new 
plants  and  equipment  this  year. 
Meanwhile,  global  outsourcing  is 
still  a  safety  valve  when  capacity 
is  under  pressure  in  the  U.  S. 

The  rise  in  long  rates  will 
have  its  most  conspicuous  impact  on  the  housing  sector 
and  its  suppliers  within  the  manufacturing  sector.  Higher 
mortgage  rates  hit  just  as  construction  costs  began  to  rise. 
For  now,  buyers  are  flocking  to  open  houses  and  rushing 
to  lock  in  rates. 

Housing  starts  in  March  rebounded  further  from  their 
weather-depressed  January  level.  Starts  jumped  12.1% 
to  an  annual  rate  of  1.47  million,  following  a  3.4%  gain  in 
February.  Still,  those  increases  hardly  recouped  January's 
21.2%  plunge  (chart).  For  the  quarter,  starts  are  8.3% 
below  the  fourth-quarter.  Homebuilding  will  continue  to  in- 
crease in  the  spring  and  then  taper  off  as  demand  wanes. 
That's  how  homebuilders  see  it.  The  percentage  of 
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builders  who  expect  "good"  sales  in  the  next  six  months 
fell  sharply  in  April,  to  38%,  according  to  the  National  As- 
sociation of  Home  Builders.  That's  down  from  48%  in 
March  and  72%  in  November. 

Fewer  housing  starts  this  sum- 
mer will  mean  a  slowdown  in  the 
production  of  building  materials, 
appliances,  and  other  home-relat- 
ed goods.  Even  before  housing's 
contribution  to  the  gross  domes- 
tic product  begins  to  diminish, 
however,  inventory  rebuilding 
may  take  its  place  of  a  source 
of  growth. 

Indeed,  when  compared  to 
sales,  business  inventories  have 
almost  never  been  lower.  In  February,  inventories  at  fac- 
tories, wholesalers,  and  retailers  rose  0.5%,  but  sales 
jumped  1.2%.  Manufacturers'  stock  levels  rose  0.3%,  and 
sales  jumped  1.1%.  As  a  result,  the  ratio  of  business  inven- 
tories to  sales  is  close  to  its  record  low  of  December, 
1993  (chart). 

With  demand  still  growing,  businesses  will  need  to 
stock  more  goods.  Car  dealers  already  face  shortages  of 
some  popular  models.  Inventory  rebuilding  has  not  been  a 
sizable  contributor  to  economic  growth  in  this  expansion. 
That  may  change  this  year,  perhaps  as  early  as  the  second 
quarter. 

EXPORTS  By  the  second  half  of  this  year,  manufac- 
AWAIT  turing  may  also  start  to  see  some  extra 
RECOVERIES  lift  from  exports,  which  have  been  a  big 
ABROAD  disappointment  so  far  in  1994. 
In  February,  a  3.6%  drop  in  merchandise  exports,  coupled 
with  a  1.6%  rise  in  imports,  sharply  widened  the  merchan- 
dise trade  deficit.  It  rose  to  $12.4  billion,  from  $10.2  billion 
in  January.  The  trade  gap  for  all  goods  and  services  wid- 
ened to  $9.7  billion  in  February,  from  $6.6  billion. 


A  SIZABLE  DRAG 
FIRST-QUARTER  Gl 


The  export  decline  was  the  second  in  a  row,  push 
down  price-adjusted  exports  to  their  lowest  level  in 
months.  Even  assuming  a  bounceback  in  foreign  si 
ments  in  March,  the  deterioration  in  the  trade  def 
last  quarter  appears  to  have  offset  a  large  chunk  of 
mestic  demand  (chart). 

In  fact,  the  healthy  pace  in  domestic  demand  means  1 
imports  will  continue  to  rise  at  their  double-digit  rati 
the  past  two  years.  So  any  significant  improvemen 
trade  will  have  to  come  from  exports.  Export  gro 
has  been  supported  by  demand  from  developing  cc 
tries.  Shipments  to  Latin  America  and  Southeast  1 
in  January  and  February  were  up  10.3%  from  a  y 
ago,  while  total  exports  rose  just  3.7%. 

Boosting  overall  exports, 
though,  will  depend  on  recover- 
ies in  Europe  and  Japan.  The 
problem  is  that  Fed  tightening 
runs  the  risk  of  delaying  a  Euro- 
pean upturn  by  keeping  long- 
term  rates  in  Europe  higher 
than  they  would  otherwise  be. 

That's  because  the  sell-off  in 
U.  S.  stocks  and  bonds  has  dom- 
inoed into  foreign  markets. 
When  the  yield  on  10-year  Treas- 
ury bonds  rose  by  20  basis  points  on  Apr.  18,  the  rate 
similar  German  and  British  securities  rose  13  and  27  I 
points,  respectively.  Until  Europe's  financial  markets 
decouple  from  the  bearish  U.  S.  market,  weak  domestic 
mand  on  the  Continent  must  suffer  yet  another  drag 

Even  if  strong  export  growth  doesn't  materia 
though,  demand  here  in  the  U.  S.  should  remain  hea 
enough  to  keep  industrial  output  growing  and  the  e 
omy  humming.  Indeed,  unlike  past  cycles  of  Fed  tigl 
ing,  a  more  productive,  less  inflation-prone  manufactu 
sector  may  turn  out  to  be  the  star  pupil  of  this  y< 
economy. 
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THE  WEEK  AHEAD 


EMPLOYMENT  COST  IHDEX  

Tuesday,  Apr.  26,  8:30  cum. 
Wages  and  benefits  for  civilian  workers 
probably  rose  0.9%  in  the  first  quarter, 
according  to  the  median  forecast  of  econ- 
omists surveyed  by  MMS  International,  a 
unit  of  McGraw-Hill  Inc.  That  implies  a 
3.2%  rise  from  a  year  ago,  slightly  below 
the  3.5%  pace  in  the  fourth  quarter. 

CONSUMER  CONFIDENCE  

Tuesday,  Apr.  26,  10  am. 
The  Conference  Board's  index  of  consu- 
mer confidence  for  April  probably  rose 
to  87  from  86.7  in  March.  The  Univer- 
sity of  Michigan's  preliminary  reading 
of  consumer  sentiment  for  April  posted 


a  gain,  but  rising  interest  rates  and  a 
weak  stock  market  could  dampen  consu- 
mer spirits. 

DURABLE  GOODS  ORDERS  

Wednesday,  Apr.  27,  8:30  cum. 
Orders  for  durable  goods  in  March  prob- 
ably rebounded  by  1.2%,  says  MMS,  fol- 
lowing a  2.6%  drop  in  February. 

GROSS  DOMESTIC  PRODUCT  

Thursday,  Apr.  28,  8:30  a.m. 
First-quarter  real  gross  domestic  product 
likely  rose  at  an  annual  rate  of  3.4%-half 
of  the  fourth  quarter's  7%  advance,  ac- 
cording to  the  median  forecast.  The  GDP 
price  deflator  probably  increased  at  a 
2.7%  pace. 


PERSOHAL  IHCOME 


Friday,  Apr.  29,  8:30  cum. 
The  MMS  consensus  expects  that 
sonal  income  rose  a  strong  0.8 
March.  That  gain  reflects  the  mo 
surge  in  payrolls  and  the  longer 
week.  Flush  with  income,  consmj 
probably  lifted  their  spending  by  a 
dy  0.5%.  In  February,  income  rose 
and  spending  was  up  1%. 

HEW  SIHGLE-FAMILY  HOME  SALES 


Friday,  Apr.  29,  10  a.m. 
March  home  sales  likely  climbed  1 
annual  rate  of  700,000,  from  Febru 
649,000,  helped  by  better  weather 
fears  that  rates  will  rise  further. 
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Westin 
Kids  Clii 


on  business  in  a  land  far,  far  away. 


JDeginning 
Mav  iS 


Wei  come  Gil 
Package 


Safety  Kit 


Child-friendn 


Kid,  Me 


Preferred 
Restaurant 
Reservations 


For  reservations 
call  your  travel 
consultant  or 
(800)  228-3000. 


tin  kids  club]  Arrive  with  a  child  and  a  business  agenda  and  you  11  find  us  lully  prepared  to  help 
)th.  For  every  hotel  is  equipped  with  highchairs,  strollers  and  lists  ot  bonded  babysitters.  There  are  special  gifts, 

the  new  Westin  Kids  Club,  to  make  your  child  leel  more  at  ease.  And,  ol  course,  we'll  do  everything  within 
■ver  to  help  your  meeting  run  smoothly,  so  you  can  get  back  to  your  little  prince  or  princess  as  soon  as  possible. 
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;  was  mid-April.  Financial  markets 
vere  only  just  recovering  from  the 
arnage  unleashed  by  two  quick  Fed- 
Reserve  interest-rate  hikes.  Bond 
is  had  been  driven  up  a  full  per- 
age  point.  The  Dow  Jones  industrial 
"age  was  down  306  points.  And 
te  House  economic  coordinator  Rob- 
E.  Rubin  was  worried.  Fed  Chairman 
1  Greenspan,  however,  was  adamant. 
le  yourself,  Greenspan  warned  Ru- 
more  tough  monetary  medicine  is  on 
vay. 

reenspan  was  as  good  as  his  word, 
n  Apr.  18  conference  call,  Fed  policy- 
ers  agreed  to  implement  the  next 
se  of  a  plan  that  had  been  hatched  10 
ks  earlier.  To  move  monetary  policy 
l  stimulative  to  "neutral,"  the  Fed 
Id  nudge  short  rates  up  a  quarter 
t  a  month  until  reaching  some  un- 
ified target.  For  Greenspan  &  Co., 
)ing  the  economy  from  overheating 
more  important  than  calming 
ers'  nerves. 

ather  than  inspiring  confidence, 
igh,  the  Fed's  latest  maneuver  jolted 
ncial  markets  even  more.  Congres- 
al  Democrats  grumbled.  And  busi- 
i  executives  have  begun  to  wonder  if 
iverzealous  central  bank  is  comfort- 
only  with  an  anemic  economic  pace. 
Fed  "should  leave  well  enough 
e,"  fumes  Ralph  A.  Beattie,  chief  fi- 
lial officer  of  Haggar  Corp.,  the  Dal- 
:lothesmaker.  "They're  trying  to  fix 
oblem  that  most  people  don't  see  as 
f  serious." 

ED  signals.  The  jitters  are  justifi- 
i.  Greenspan's  public  signals  have 
i  confusing,  in  part  reflecting  an 
•  more  complicated  global  economy. 
:ring  monetary  policy  has  become 
e  perilous  than  ever.  The  natural 
ition:  Just  what's  going  on  inside 
Fed? 

lenty.  Greenspan  and  his  colleagues 
unprecedented  challenges  to  their 
ty  to  manage  the  economy.  The  ex- 
ve  growth  of  exotic  financial  instru- 
ts  has  weakened  the  central  bank's 
ty  to  control  the  growth  of  money 
ly.  Traditional  early-warning  signals 
no  longer  work  to  detect  the  onset 
flation.  Even  though  capacity  utiliza- 
is  rising  and  U.  S.  labor  markets 
lightening,  for  example,  the  ability 
merican  companies  to  shift  produc- 
offshore  may  mean  that  inflation  is 
}f  an  imminent  threat  than  statistics 
est. 

ilatile  global  markets,  meanwhile, 
l  that  a  small  Fed  action  can  be 
lified  into  a  nasty  worldwide  jolt, 
markets  don't  have  a  clue  what 
'ed's  doing,  and  the  uncertainty  has 


WHY  GREENSPAN 
DOESN'T  SMILE  MUCH 

Here's  why  it's  so  tough  for  the  Fed  to 
create  monetary  policy  today: 


PHANTOM  MONEY 


Anticipating  inflation  has  become 
trickier.  Because  of  the  investor  shift 
from  savings  instruments  to  mutual 
funds,  traditional  measures  of  mon- 
ey are  no  longer  as  accurate.  As  a  re- 
sult, the  Fed  has  variously  said  it 
tracks  "inflationary  expectations," 
commodity  and  gold  prices,  and  the 
"neutrality"  of  interest  rates. 


BAD  INDICATORS 


The  globalization  of  the  economy 
has  made  some  indicators  less 
meaningful.  The  shift  to  overseas 
manufacturing  has  distorted  capac- 
ity utilization  measures,  and  produc- 
tivity gains  have  challenged 
theorems  about  the  trade-off  be- 
tween unemployment  and  inflation. 


GLOBAL  MARKET  MANIA 


The  growth  of  foreign-exchange 
markets  and  speculative  instruments 
has  led  to  a  global  web  that  can  sud- 
denly unravel.  The  sharp  bond  mar- 
ket reaction  to  the  Mar.  22 
tightening  surprised  Fed  officials, 
who  hadn't  realized  how  vulnerable 
highly  leveraged  global  credit  mar- 
kets had  become. 


POLITICAL  PRESSURE 


Restive  Democratic  lawmakers  are 
forcing  the  traditionally  secretive 
Fed  to  operate  more  openly.  But  the 
Fed's  tentative  efforts  to  disclose  de- 
cisions have  backfired  by  roiling  the 
stock  and  bond  markets. 


driven  up  long  rates,"  says  Allen  Sinai, 
chief  economist  of  Lehman  Brothers  Glo- 
bal Economics. 

The  jitters  have  been  heightened  by 
the  prospect  of  personnel  shifts  within 
the  Fed:  Two  empty  chairs  have  given 
President  Clinton  the  opportunity  to  im- 
pose his  imprint  on  the  nation's  central 
bank.  He  will  name  Council  of  Economic 
Advisers  Member  Alan  S.  Blinder  to 
the  bank's  vacant  vice-chairmanship. 
And,  BUSINESS  week  has  learned,  Berke- 
ley labor  economist  Janet  L.  Yellen,  an- 
other pro-growth  voice,  is  in  line  to  be 
nominated  as  a  governor. 
BOOM  SIGNS.  At  its  heart,  the  Fed's 
thinking  is  simple:  Move  now  or  risk 
an  acceleration  of  inflation  next  year. 
Fed  officials  first  became  seriously  con- 
cerned last  December,  when  the  econo- 
my showed  unmistakable  signs  of  a 
boom  as  the  expansion  neared  the  end 
of  its  second  year.  They  also  agreed  that 
the  3%  federal  funds  rate— the  charge  on 
overnight  interbank  loans— was  too  low. 
But  officials  didn't  act  immediately. 

When  the  Federal  Open  Market  Com- 
mittee met  on  Feb.  3-4,  there  was  quick 
agreement  on  the  need  to  raise  rates. 
Insiders  say  the  only  debate  centered 
on  how  high  to  go  and  how  quickly  to 
proceed.  Greenspan  refuses  to  say  what 
target  he  has  in  mind,  but  other  Fed 
officials  have  hinted  it  could  be  in  the 
range  of  4%  to  4M%.  The  idea  is  to  hold 
short  rates  at  75  to  150  basis  points 
above  the  current  inflation  rate.  "We 
have  a  range,"  says  one  Fed  official.  "If 
we  didn't,  we'd  be  flying  blind.  But 
we're  not." 

At  the  February  meeting,  some  Fed 
officials,  including  Governor  Lawrence 
B.  Lindsey,  argued  for  moving  to  the 
target  range  in  one  jump.  But  Green- 
span, ever  the  gradualist,  argued  that  af- 
ter five  years  without  a  rate  increase, 
such  a  drastic  step  would  be  too  much 
for  the  markets.  Ultimately,  the  FOMC 
agreed  on  a  strategy  to  raise  rates  in 
quarter-point  steps:  on  Feb.  4,  at  the 
next  FOMC  meeting  Mar.  22,  and  again 
halfway  toward  the  next  meeting  sched- 
uled for  May  17.  Fed  officials  hint  that 
another  hike  is  coming  in  May,  taking 
federal  funds  up  to  4%. 

The  approach  isn't  selling  well  on 
Main  Street.  Even  before  the  latest  Fed 
action,  Goodyear  Tire  &  Rubber  Co. 
Chairman  Stanley  C.  Gault  cautioned: 
"We've  got  be  to  be  very  careful  we 
don't  spook  the  birds  off  the  roof."  Now, 
he  adds,  "the  three  increases  in  rates 
have  been  premature."  Indeed,  econom- 
ic growth  already  has  slowed  from  7%  in 
last  year's  fourth  quarter  to  an  estimat- 
ed 3%  or  4%  in  the  first  quarter  of  1994. 
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And  the  interest  rate  hikes  since  Feb.  4 
are  certain  to  slow  such  interest-sensi- 
tive sectors  as  autos  and  housing  later 
this  year.  Indeed,  the  Clinton  Adminis- 
tration won't  suffer  in  silence  through 
more  than  another  quarter  point  or  two. 
"The  President's  not  thrilled,"  says  a 
senior  Clinton  economic  adviser.  "But 
he  understands  that  this  may  be  nec- 
essary for  the  long-term  good  of  the 
economy." 

Meanwhile,  Greenspan  has  left  a  trail 


crease  immediately.  This  ended  a  long 
tradition  of  delaying  disclosure  for  six 
weeks  and  letting  the  markets  guess 
what  had  been  done.  The  markets  re- 
sponded with  a  massive  sell-off;  the  Dow 
dropped  96  points  in  one  day. 

The  Fed  also  set  a  trap  for  itself  by 
announcing  that  the  February  vote  was 
unanimous.  When  it  refused  to  disclose 
the  vote  at  the  March  meeting,  it  imme- 
diately set  off  speculation  that  there 
had  been  dissents  from  the  decision. 


term.  Monetary  policy  works  with  t* 
lags.  You  can't  wait  until  you  see  1 
dence  of  inflation.  By  then  it's  embed! 
in  the  economy  and  becomes  much  hi 
er  to  wring  out." 

Though  many  outside  economists  ■ 
port  this  view,  some  think  the  Fed  isE 
quick  on  the  trigger.  They  concede  n 
the  economy  is  at  a  stage  of  expanp 
where,  historically,  inflation  has  begufc 
be  a  problem.  But  for  now,  global  cBi 
petition  and  rapid  productivity  growtfe 


OCT.  21  1993 


Skittish  bond  markets  roiled  by 
an  upbeat  Philadelphia  Fed 
analysis  of  regional  economies. 


1,1 


NOV.  17 


In  a  victory  for  the  Affcninis- 
tration,  Congress  approves 
North  American  Free  Trade 
Agreement. 


NOV.  30 


Oil  prices  plummet  by  $1  a 
barrel  on  OPEC's  decision  not 
to  lower  production; 
consumer  confidence  up 
sharply  in  November. 


JAN.  12,  1994 


Clinton  seeks  a  s 
prosecutor  to  inves 
his  investment  in 
Whitewater  develop 


th. 


of  confusion  with  his  quick  public  em- 
brace, and  equally  swift  abandonment,  of 
a  series  of  monetary  guideposts.  For 
the  past  year,  the  Fed  has  looked  at 
everything  from  gold  and  other  com- 
modity prices  to  inflationary  expecta- 
tions to  the  level  of  financial  specula- 
tion as  guides  to  preemptive  action. 

Ironically,  the  Fed  could  be  adding  to 
the  confusion  with  a  new  effort  to  make 
its  proceedings  more  public.  In  response 
to  demands  from  congressional  Demo- 
crats, the  FOMC  took  the  unprecedented 
step  of  announcing  its  February  rate  in- 


The  Fed  still  hasn't  decided  what  to  do 
if  the  FOMC  decides  to  take  no  action  at 
a  meeting.  And  it's  still  unsure  whether 
to  speed  release  of  FOMC  minutes  and 
expand  summaries  that  gloss  over  sharp 
divisions  within  the  panel. 

While  Fed  governors  argue  about  how 
much  sunshine  to  let  into  their  delibera- 
tions, they  remain  united  behind  the 
correctness  of  their  early-strike  strategy. 
"Inflation  comes  from  an  overheated 
economy,"  says  Governor  Edward  W. 
Kelley  Jr.  "The  economy  is  growing  at  a 
rate  that's  not  sustainable  over  the  long 


the  U.  S.  have  depressed  price  H 
Tighter  labor  markets  and  supply  htti 
necks  in  the  U.  S.  may  no  longer  bcjha 
Dingers  of  inflation  when  there's  so  p 
slack  worldwide.  "There's  no  reasl 
believe  you're  running  into  capacit'lfed 
straints  or  inflation  problems,"  saynHj 
versity  of  Texas  economist  Jamil 
Galbraith.  "The  Fed  is  creating  rd 
mon  that  doesn't  exist." 

The  Fed's  moves,  though,  aren'tpB 
ing  immediate  alarm  in  executive  ?St4 
Many  companies  have  made  them™ 
less  vulnerable  to  rate  increases  lj» 
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ng  indebtedness  and  refinancing 
-term  borrowings  at  low  rates.  Case 
oint:  Union  Carbide  Corp.  reduced 
rates  on  90%  of  its  debt  from  9%  to 
through  refinancing, 
ther  corporations  reacted  to  recent 
hikes  by  improving  their  balance 
its.  Many  followed  the  approach  of 
aalty  Foods  Corp.,  a  $2.2  billion  mak- 
[  dairy  and  bakery  products  in  Deer- 
,  111.  In  April,  Chief  Financial  Officer 
.  J.  Liska  rushed  to  convert  part  of 
company's  $400  million  in  variable- 
debt  to  a  fixed-rate.  "I  went  as  long 


moment,"  he  says.  "We're  tied  to  the 
prime  rate,  so  every  move  means  we're 
paying  more."  Indeed,  major  banks, 
which  trimmed  the  prime  very  slowly 
while  the  Fed  was  cutting  rates  in  1990- 
92,  have  been  quick  to  raise  it  from  6% 
to  6%%. 

Overseas,  meanwhile,  higher  rates 
have  dealt  a  rude  surprise  to  many  econ- 
omies counting  on  cheap  money  to  fuel 
badly  needed  recoveries.  From  Asia  to 
Latin  America,  a  flood  of  corporate  fi- 
nancings has  slowed  to  a  trickle  as  stock 
and  bond  markets  have  dried  up.  In  Ja- 


bank  believes  that  a  slight  slowdown  in 
growth  is  a  small  price  to  pay  for  a  sus- 
tained noninflationary  expansion.  The 
Fed's  goal  is  to  keep  the  economy  grow- 
ing at  2.5%  to  3%,  while  keeping  infla- 
tion below  3%. 

Historically,  the  Fed's  attempts  to 
make  such  fine  calibrations  in  the  econ- 
omy have  been  a  painful  failure.  So  no 
matter  how  measured  it  appears  in  its 
execution,  Greenspan's  gradualism  car- 
ries a  large  risk  for  the  U.  S.  economy. 
Head  off  inflation,  or  choke  growth: 
Which  will  it  be? 


Bush  appointee  David  Mullins 
resigns  as  Fed  vice-chairman; 
bonds  fall  on  the  news. 


75 


30-YEAR 

TREASURY  YIELD 

Fed  announces  quarter-point 
hike  in  its  short-term  rate,  to 
325%;  stocks  fall  96  points. 


LIS.  suspends  trade  talks 
with  Japan  on  the  eve  of  Clin- 
ton's summit  with  Hosokawa. 


Fourth-quarter  GDP  growth 
revised  to  7.5%  from  earlier 
5.9%  estimate,  atop  strong 
corporate  profits;  long-bond 
yield  climbs  to  6.77%. 


3900 


3800 


3700 


3600 


MAR.  22 


Fed  votes  to  raise  short-term 
rates  again;  bond  yields  soar 
in  the  days  following. 


MAR.  23 


Mexican  presidential  candi- 
date Luis  Donaldo  Colosio  as- 
sassinated as  preelection  ten- 
sion spills  over. 


APR.  18 


Greenspan  announces  another 
quarter-point  increase  in  the 
Fed  funds  rate.  Stocks  take 
another  hit. 


DOW  JONES 
INDUSTRIAL  AVERAGE 


in  warns  Congress 
raise  rates  'at  some 
ow  Jones  industrial 
hits  high  of  3978. 


55 
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could  on  everything  I  had,"  he  says, 
looking  like  a  genius  today." 
few  more  rate  hikes,  though,  and 
pects  could  change.  C.  J.  Vitner  & 
-whose  potato  chips  are  a  staple  in 
ago  bowling  alleys  and  taverns— 
•ed  its  distribution  network  to  the 
after  landing  a  contract  to  sell  its 
in  Jewel  Food's  175  stores.  But 
ident  William  A.  Vitner  says  the 
at  of  further  hikes  could  prevent 
I  ?hipmaker  from  going  ahead  with  a 
pillion  to  $6  million  warehouse  ex- 
ion.  "We  would  shelve  that  for  the 


pan,  long-term  interest  rates  have 
climbed  more  than  a  half-point,  to  4%. 
That  may  help  stall  a  meager  recovery 
that  some  economists  think  will  bring 
no  better  than  1%  GDP  growth  in  1994. 
And  yields  on  10-year  German  govern- 
ment bonds  have  shot  up  nearly  three- 
quarters  of  a  percentage  point,  to  6.5%, 
even  though  the  country  is  struggling  to 
emerge  from  its  worst  recession  in 
decades. 

Back  at  the  Fed's  marble  headquar- 
ters, the  complaints  of  Main  Street 
aren't  going  unheard.  But  the  central 


In  the  atrium  of  the  Fed  headquarters 
hang  two  chandeliers  decorated  with  the 
12  signs  of  the  zodiac.  Fitting  symbolism, 
veteran  Fed  watchers  would  say.  Once 
you  go  behind  the  technical  explanations 
for  what  the  Fed  is  doing,  what  it  ulti- 
mately comes  down  to  is  fate.  With  Fed 
policy  at  a  turning  point,  Alan  Green- 
span's best  hope,  along  with  good  gut  in- 
stinct, may  be  that  success  is  written  in 
the  stars. 

By  Owen  Ulhnunn  and  Dean  Foust  in 
Washington,  with  Greg  Bums  and  Susan 
Chandler  in  Chicago  and  bureau  reports 
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CORPORATE  PROFITS  I 


THE  GOOD,  THE  BAD, 
AND  THE  UNKNOWN 


Early  returns  have  the  market  worried  about  1994's  first  quarter 


oiling,  roiling,  roiling.  With  interest  rates  on  the  rise  and  inflation  lurk- 
ing, the  stock  market  has  been  jittery.  Add  another  item  for  traders 
to  worry  about:  the  prospect  that  corporate  earnings  may  not  be  as  strong 
as  forecasters  had  predicted.  Measured  by  BUSINESS  WEEK'S  flash  report  of 
first-quarter  profits,  however,  most  of  the  news  should  be  good.  Average 
earnings  were  up  21%,  on  a  9%  jump  in  sales.  Early  results  don't  include 
the  major  oil  companies,  Ford,  GM,  and  IBM.  Once  they  check  in,  profits  will 
shrink  somewhat.  Then  the  market  may  really  need  a  tranquilizer. 


MUB&BBmBUHBwBBM 


Current  qtr.  sales 
(Millions) 


INDUSTRIALS 


92,091.3 


ABBOTT  LABORATORIES 
ALCOA 

BOISE  CASCADE 
BRISTOL-MYERS  SQUIBB 
CATERPILLAR 


2,215.2 
2,221.6 
1,014.1 
2,833.9 
3,286.0 


CHAMPION  INTERNATIONAL  1,226.1 

CHRYSLER  13,223.0 

COCA-COLA  3,352  0 

CORNING  948  9 

CPC  INTERNATIONAL  1,737 .7 


GENERAL  ELECTRIC 
GOODRICH  (B.  F.) 
HASBRO 
IBP 

INLAND  STEEL 


14,182.0 
502.4 
489.1 
2,819.4 
1,075.7 


international  paper 
lilly  (eli) 
lockheed 

McDonnell  douglas 

MERCK 


3,400.0 
1,637.0 
3,025.0 
2,953.0 
3,514.3 


PHILIP  MORRIS 
REEBOK  INTERNATIONAL 
REYNOLDS  METALS 
RUBBERMAID 
UNION  CARBIDE 


12,727.0 
857.4 

1,261.1 
491.6 

1,126.0 


UPJOHN 

UNITED  TECHNOLOGIES 

WEYERHAEUSER 

WHIRLPOOL 


916.0 

4,838.0 
2,385.8 
1,832.0 


SERVICES 


34,592.7 


AMR 

BANK  OF  NEW  YORK 
BANKAMERICA 

BLOCKBUSTER  ENTERTAINMENT 
CBS 


3,808.0 
NA 
NA 
883.0 

1,246.9 


CHASE  MANHATTAN  NA 

CHEMICAL  BANKING  NA 
CITICORP 

CONSOLIDATED  FREIGHTWAYS  1,103  2 

CONTINENTAL  BANK  

DOW  JONES  499.2 

FEDERAL  HOME  LOAN  MORTGAGE  1,574.(1 

FOOD  LION  1,804  C 

HILTON  HOTELS  338.1 


CORPORATE  PROFITS  I 


THE  DIVIDEND 
ALSO  RISES 


Increases  are  now  coming  at  a  rate 
not  seen  since  1981 


Dividends  are  popping  up  all  over. 
Corporations,  flush  with  earnings 
and  finally  convinced  that  the  economic 
recovery  isn't  going  to  evaporate,  are 
loosening  purse  strings  and  rewarding 
shareholders.  The  upshot:  The  number 
of  dividend  increases  reported  in  first- 
quarter  1994  hit  a  13-year  high. 

The  first  quarter's  tally  of  551  divi- 
dend hikes  is  the  highest  in  any  first 
quarter  since  1981.  confirms  Standard 


&  Poor's  Corp.  Arnold  Kaufman,  editor 
of  S&P's  The  Outlook,  attributes  much  of 
the  rise  to  the  7%  increase  in  gross  do- 
mestic product  in  1994's  fourth  quarter. 
Companies  in  the  S&P  500-stock  index 
raised  dividends  4.3%  in  the  first  quarter 
vs.  a  year  earlier,  and  Kaufman  expects 
an  average  increase  for  the  full  year-  of 
7%  or  8%-vs.  just  2.5%  in  1993.  "Com- 
panies feel  confident  now,"  Kaufman 
says.  "One  thing  they  hate  to  do  is  in- 
crease a  dividend  and  then  have  to  cut 
it  hack." 

Perhaps  the  most  dramatic  example  is 
Citicorp's  announcement  on  Apr.  18  that 
it  will  reinstate  its  dividend.  Concerns 
over  capital  levels  and  souring  invest- 
ments led  the  banking  giant  to  suspend 
its  payout  in  the  third  quarter  of  1991. 
But  after  racking  up  earnings  of  $2.2 
billion  in  1993,  Citi  announced  that  it 
would  be  paying  a  15<f  dividend  in  the 


second  quarter.  "The  combination  o: 
creased  interest  income,  no  growtl 
loans,  and  good  profitability  is  ta 
made  for  dividend  increases"  by 
banking  industry,  says  Bruce  Baughr 
co-manager  of  the  $275  million  Frar 
Rising  Dividends  Fund. 
underwhelming.  Other  companie 
the  financial  industry  also  have  n 
money  to  pass  along  to  their  share! 
ers.  After  first-quarter  net  inc 
soared  to  a  record  $371.8  million,  M( 
Lynch  &  Co.  announced  a  15%  divic 
boost  on  Apr.  19.  On  Apr.  20,  Du 
Bradstreet  Inc.  weighed  in  with  a 
increase. 

Still,  many  of  the  recent  dividen 
creases  have  been  underwhelming 
reflects  wariness  on  the  part  of  cor] 
tions,"  says  Geraldine  Weiss,  editc 
Iiires/ment  Quality  Trends,  a  La 
(Calif.)  newsletter.  "They  don't  wai 
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extend  themselves  by  promising 
rous  increases,  but  they're  satisfying 
sholders  with  at  least  something." 
deed,  the  double-digit  hikes  by 
s  and  such  cyclical  companies  as 
Motor  Co.  are  the  exception  rather 
the  rule.  After  years  of  dividend 
ts  averaging  about  18%  annually, 
maker  Bristol-Myers  Squibb  Co. 
1  its  dividend  by  just  1.4%  in  the 
quarter.  Lackluster  earnings  also 
dividend  increases  from  such  com- 
s  as  Philip  Morris  Cos.  in  the  single 
i.  "There's  too  much  uncertainty  in 
larket  and  the  economy  right  now," 
■  Weiss.  "Companies  are  being  a  lit- 
ghtfisted  because  they  don't  know 
expenses  will  be  until  legislation  is 
d  on  health-care  reform." 
rprisingly,  electric  utilities  are 
ig  the  biggest  tightwads  of  all. 
typically  pay  out  50%  of  their 


earnings  in  dividends  and  have  a  long 
history  of  raising  dividends  annually. 
But  poor  profits  have  ratcheted  some 
utilities'  payout  ratios  to  historically 
high  levels  of  75%  or  more,  explains 
Roger  D.  Newell,  who  manages  the  $940 
million  Vanguard  Equity-Income  Fund. 


PAYOUTS 
ARE  POPPING  AGAIN 


First-quarter 
dividend 

Increase  from 
prior  quarter 

BRISTOL-MYERS 
SQUIBB 

0.73 

1.4% 
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NM 
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0.45 
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MOTOROLA 
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0.69 
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That  leaves  little  room  for  further  hikes. 

One  example:  After  46  consecutive 
years  of  making  higher  payouts,  Dallas- 
based  Texas  Utilities  Co.  acknowledges 
that  it  won't  be  able  to  increase  its  div- 
idend this  year.  Weiss  thinks  Texas  Util- 
ities may  even  have  to  omit  its  divi- 
dend entirely,  although  the  company 
says  it  has  no  plans  for  such  a  move. 

At  most  companies,  the  outlook  is 
good  for  continued  increases.  The  aver- 
age yield  on  S&P  500  stocks  is  still  just 
2.9%,  low  by  historical  standards.  With 
interest  rates  rising,  dividend  yields  may 
have  to  rise,  too,  to  stay  competitive.  So, 
if  the  economy  keeps  expanding  and  the 
Federal  Reserve's  tightening  doesn't 
spook  consumers,  the  odds  look  good 
for  dividends  to  keep  rising.  Now  if  the 
darned  stock  market  would  just  turn 
around  .... 

By  Suzanne  Woulley  in  New  York 
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CITIES  I 


CHICAGO:  HIZZONER  DOES 
A  DOUBLE  TAKE 


Mayor  Daley  wakes  up  to  the  jobs  exodus  and  woos  business  with  a  passion 


Chicago  Mayor  Richard  M.  Daley's 
common-man,  street-smart  de- 
meanor has  made  him  a  natural 
heir  to  his  famous  father.  But  his  touch 
hasn't  been  as  deft  when  it  comes  to 
economic  development.  Campaigning  in  a 
gentrifying  North  Side  neighborhood  in 
l'.lK'.i,  in'  dismayed  industrialists  with  his 
vision  of  turning  small  factories  there 
into  yuppie  condominiums.  And  less  than 
two  years  ago,  Daley 
stunned  economic  lead- 
ers in  newspaper  and  TV 
sound  bites  with  the 
message  that  manufac- 
turing was  passe. 

Today,  there's  a  very 
different  tone.  As  the 
mayor  tours  Chicago's 
wards,  he  routinely  stops 
in  on  local  businesses. 
He's  playing  a  direct  role 
in  retaining  such  employ- 
ers as  Tootsie  Roll  In- 
dustries Inc.,  which  re- 
cently expanded  on  the 
Southwest  Side,  or 
1  (ringing  fast-growing  up- 
starts in  from  the  sub- 
urbs. And  he's  meeting 
for  breakfast  with  15  dif- 
ferent Chicago  execu- 
tives every  three  weeks. 
LAST  STRAW.  What  hap- 
pened? Simply  put,  the 
lure  of  the  'burbs  and 
out-of-state  locations  was 
turning  Chicago's  job  ex- 
odus into  a  rout.  The 
mayor  finally  caught  on. 
The  last  straw:  In  late 
1992,  only  months  after  usx-U.  S.  Steel 
Group  and  Oscar  Mayer  Foods  Corp.  an- 
nounced plant  closings,  catalog  giant  Spie- 
gel Inc.  decided  to  uproot  2,200  jobs  from 
Daley's  own  Bridgeport  neighborhood  in 
the  city  to  Columbus,  Ohio.  "It  looked 
like  we  were  heading  toward  another 
bankruptcy  case  like  New  York,"  notes 
Edward  J.  Noha,  chairman  of  CNA  Fi- 
nancial Corp.  and  chairman  of  the  city's 
Economic  Development  Commission. 

Dale.v  can  no  longer  be  accused  of  ne- 
glecting the  city's  business  community.  In 
late  April,  the  mayor  launched  a  record 
$220  million  spending  program  on  pock- 
marked streets,  viaducts,  and  sewers. 


And  his  long-standing  efforts  to  bring  a 
riverboat  gambling-and-entertainment 
complex  to  downtown  Chicago  got  back 
on  track  early  in  April,  when  a  bill  was 
introduced  in  the  Illinois  legislature. 

He's  hoping  to  channel  as  much  as 
$100  million  in  annual  casino  tax  revenue 
into  job  training,  public  education,  and 
cleanup  of  contaminated  city  land— all 
top  items  on  business'  agenda.  And 


After  business  grumbled,  Daley  launched  a  $220  million 
program  to  fix  streets,  viaducts,  and  sewers — and  he's 
looking  for  ways  to  clean  up  abandoned  industrial  sites 


Chicago's  status  as  one  of  the  nation's 
highest-taxing  business  centers  may 
change:  The  mayor  is  considering  scaling 
back  the  $5-per-employee  monthly  head 
tax  and  the  5%  tax  on  interstate  phone 
calls. 

The  51-year-old  mayor  is  also  moving 
to  call  in  political  chits  from  Springfield 
to  Washington.  Daley's  relationship  with 
Republican  Governor  James  Edgar  is 
warming,  which  could  prove  helpful  in 
winning  passage  of  the  casino  legisla- 
tion and  a  broad  reassessment  of  state 
taxation.  But  Daley  also  is  close  to 
Dawn  Clark  Netsch,  the  Democrat  who's 
vying  to  unseat  Edgar  this  fall.  The 


mayor  is  milking  his  solid  connection 
the  White  House,  seeking  federal  fun 
for  land  cleanup  and  trying  to  gain 
powerment  zone"  status  for  an  area 
the  city.  And  the  Democratic  Natioi 
Committee  is  leaning  toward  awardi 
its  1996  convention  to  a  city  that  hop 
it  can  erase  the  memory  of  a  bloo 
gathering  in  1968  presided  over  by  D 
ey's  father. 
"STRONG  HEARTBEAT."  Not  surprising 
Daley's  efforts  are  winning  kudos  fr 
his  business  constituency.  "He  und 
stands  that  if  business  improves,  soc 
difficulties  improve,"  observes  Leo 
Mullin,  president  of  the  city's  larg 
bank,  First  Chicago  Corp.  Executh 
also  are  impressed  by  Daley's  privati 
tion  of  many  government  services. 
In  fact,  the  downward  spiral  in  ma 
facturing  jobs  appears 
have   eased,  and 
huge  overhang  in  vac 
downtown  real  esta 
though  still  at  nea 
20%,  finally  appears 
be  receding.  Banks  s 
as  First  Chicago,  al( 
with  big  accounting 
consulting  firms, 
prospering  by  virtue 
Chicago's  position  at 
heart  of  the  robust  ft 
west  economy.  And 
tailers  such  as  Montg 
ery  Ward,  Home  De] 
and  Builders  Square 
actively  eyeing  city  si 

To  be  sure,  the 
still  is  beset  by  grave 
cial  problems.  Th 
why  retail  display  rm 
facturer  RTC  Indust 
Inc.  recently  mo 
most  of  its  operations 
well  as  300  employ 
from  Chicago's  Soi 
west  Side  to  Rol 
Meadows,  30  miles  a\ 
"What  finally  turnec 
off  the  city  was  w 
job  candidates  saw  where  we  were 
didn't  bother  to  show  up  for  intervie 
says  President  Richard  Nathan.  An  m 
bigger  loss:  On  Apr.  18,  Motorola  Inc. 
cided  against  locating  a  big  eellular-pl 
plant,  providing  3,000  jobs,  in  the  ci 
Daley  seems  to  take  the  challei 
in  stride.  Rolling  an  unlit  cigar  in 
hands,  he  admits  that  Chicago  won' 
the  ideal  location  for  all  kinds  of  m. 
facturers.  But,  he's  clearly  more  up 
than  just  two  years  ago.  "I  think 
city  has  a  strong  heartbeat,"  he 
It's  a  sentiment  a  growing  numbe 
employers  now  share. 

By  Richard  A.  Melcher  in  Chi 
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OCRAT  FISHER  AND  FAMILY:  B-SCHOOL  JARGON  WAS  JETTISONED  FOR  FOLKSY  ADS 


DPULISTS 
I  PINSTRIPES 


an  Richard  Fisher  is  one  of  a  new  breed  of  rich,  free-spending  politicians 


year  ago,  a  political  greenhorn 
named  Richard  W.  Fisher  stiffly 
faced  the  television  cameras  and 
sd  Texas  voters  to  send  him  to  the 
I  Senate  to  replace  Lloyd  M.  Bent- 
Fisher— who  owns  a  Dallas  money- 
lagement  firm— may  be  a  whiz  at 
iness,  but  he  turned  out  to  be  a  dud 
-he  polls.  On  Election  Day,  he  fin- 
id  a  distant  fifth,  and  Republican 
Bailey  Hutchison  went  on  to  win 
seat  in  a  runoff. 

his  year,  Fisher  was  back,  minus 
pinstripes  and  B-school  jargon.  Com- 
cials  showed  the  shirtsleeved  candi- 
;  chatting  up  folks  at  a  small-town 
.  And  it  worked:  Recast  as  a  "small 
nessman,"  Fisher 
id  to  a  convincing 
over  former  Attor- 
General  Jim  Mattox 
1  Apr.  12  Democratic 
»ff.  Now,  he's  a 
at  to  unseat  Hutchi- 
in  the  general  elec- 
next  fall. 

sher's  transforma- 
took  money— and  he 
plenty.  The  45-year- 
sxecutive  spent  $4 
on  out  of  his  own 
et  in  a  year-long  ef- 
to  convince  Demo- 
i  that  a  millionaire 


investor  can  make  government  work  for 
average  citizens.  "He  went  from  'suc- 
cessful businessman'  to  'man  of  the  peo- 
ple,' and  it  was  totally  believable,"  ex- 
plains Jerry  L.  Polinard,  a  political 
scientist  at  the  University  of  Texas  Pan 
American. 

Fisher  is  typical  of  a  new  crop  of 
business  executives  who  are  willing  to 
spend  big  to  gain  office  (table).  Inspired 
by  Ross  Perot's  1992  Presidential  bid, 
they  paint  themselves  as  untainted  out- 
siders who  can't  be  bought  by  special 
interests.  Many  of  them  are  winning, 
too.  In  a  Mar.  8  Republican  primary, 
Eugene  Fontenot  Jr.,  a  Houston  physi- 
cian, upset  the  party's  handpicked  con- 


I    More  wealthy  candidates  are  spending  their  own  money  to  win  1 
|    congressional  nominations  this  year.  Among  them:  \ 

The  former  Perot  adviser  will  battle  Republican 
Senator  Kay  Bailey  Hutchison. 

MICHAEL 
HUFFINGTON 

The  millionaire  son  of  a  Texas  oilman  spent  $3  million 
to  win  the  1992  GOP  primary.  Now,  he  wants  the 
Senate  seat  held  by  Dianne  Feinstein. 

EUGENE 
FONTENOT 

A  Houston  doctor  and  real  estate  investor,  he  put  more 
than  $850,000  into  the  GOP  primary.  Fontenot  now 
faces  Ken  Bentsen,  nephew  of  Lloyd  Bentsen. 

RICHARD 
SYBERT 

The  LA.  attorney  has  invested  $400,000  to  challenge 
Democratic  Representative  Anthony  C.  Beilenson. 

gressional  candidate  after  spending  more 
than  $850,000  of  his  own  money.  And 
in  California,  GOP  Representative  Mi- 
chael Huffington,  who  spent  some  $3 
million  to  oust  a  Republican  incumbent 
two  years  ago,  could  spend  more  than 
$10  million  this  year  as  he  pursues 
Democrat  Dianne  Feinstein's  U.  S.  Sen- 
ate seat. 

Fisher  and  the  other  free-spending 
candidates,  of  course,  deny  that  they're 
buying  seats.  On  the  stump,  Fisher  ear- 
nestly stresses  his  support  for  a  bal- 
anced budget,  term  limits,  and  govern- 
ment reform.  Hutchison's  retort.:  Once  in 
office,  Fisher  would  quickly  be  co-opted 
by  liberal  Democrats. 
shifting  alliances.  But  Fisher  is  not 
the  political  naif  some  critics  take  him 
for.  His  political  roots  go  way  back.  Fish- 
er's mentor,  Democratic  financier  Robert 
V.  Roosa,  helped  him  find  a  job  in  the 
Carter  Administration  as  an  aide  to 
Treasury  Secretary  W.  Michael  Blumen- 
thal.  After  leaving  government,  Fisher 
opened  an  office  for  investment  bank 
Brown  Brothers  Harriman  &  Co.  in  Dal- 
las—the hometown  of  his  wife,  Nancy, 
daughter  of  Representative  Jim  Collins 
(R-Tex.).  Seven  years  later,  he  struck 
out  on  his  own,  founding  a  company  that 
now  manages  about  $400  million  for 
wealthy  investors. 

Fisher's  foes  portray  him  as  a  dilet- 
tante who  believes  in  little  but  winning 
public  office.  Says  Texas  Republican 
Chairman  Fred  Meyer:  "His  decisions 
are  based  on  expediency.  He  puts  his 
finger  up  to  see  which  way  the  wind  is 
blowing." 

And,  indeed,  Fisher  has  flopped 
around  a  bit  in  his  allegiances.  In  1985, 
he  helped  then  Arkansas  Governor  Bill 
Clinton  launch  the  centrist  Democratic 
Leadership  Council.  Later,  he  sought  a 
position  in  the  Bush  White  House.  And 
in  1992,  he  served  as  an  adviser  to 
Perot.  But  he  denies  any  inconsisten- 
cies in  all  this.  "If  I  were  an  opportunist, 
I'd  run  as  a  Republican,"  Fisher  asserts. 
"I'm  running  in  a  party  that  has  real 
problems  in  this  state." 

The  candidate,  who 
trails  Hutchison  by  nine 
points  according  to  a  re- 
cent poll,  faces  an  uphill 
battle.  But  he  won't  lack 
for  money  or  bravado. 
When  Ann  W.  Richards, 
the  Democratic  governor 
of  Texas,  first  warned 
him  of  the  perils  of  run- 
ning for  office,  Fisher 
shot  back:  "Have  you 
ever  dealt  with  bond 
traders  at  Salomon?" 

By  Richard  S.  Dun- 
ham in  Washington  and 
Wendy  Zellner  in  Dallas 
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WHEN  A  LAWYER  AT  GM'S 


HO  IN  ZURICH  IS  WORK- 


ING    ON     A  DOCUMENT 


IN    CONJUNCTION  WITH 


STAFF  IN  LONDON.  PARIS 


AND  ANTWERP,  ALL  HAVE 


ACCESS    TO    THE  SAME 


INFORMATION  VIA  NOTES. 


AND    WITH    NOTES.  ALL 


TEAM       MEMBERS  CAN 


CONTRIBUTE   AND  KEEP 


UP  TO  DATE 


To  aggressively  meet  the  challenges  of  competing  in  a  Unified  Europe,"  Gen( 

Central  to  this  new  structure  is  Lotus  Notes  the 

GENERAL  MOID! 
UNIFY  EUROPE  HOW 


GM  Europe  is  as  large  and  complex  as  some 
countries.  With  over  100.000  people  plus  6,500  dealers, 
it  operates  across  18  languages  and 
countless  networks.  With  multinational 
divisions  including  Opel,  Vauxhal!  and 
Saab,  GM  boasts  two  of  the  fastest 
growing  car  lines  in  Europe. 

Lotus  Notes'"  unique  teamwork  capabilities  and 


rich  data  management  facilities  allow  GM  to  carry  o 
time-sensitive  contractual  and  developmental  wort  s 
by  teams  dispersed  across  the  continent.  To  shar 
financials.  To  improve  manufacturing  standards. 
To  upgrade  dealer  service.  To  track  market  trend  : 
And  finally,  to  accelerate  key  business  processes. 
According  to  Pat  Hickey,  GM  Europe's  OIS 
Information  Manager,  "Notes  is  the  forum  for  exchang 


•In  Canada  oil  l-800-GO-LOTUS  l.MF  irope  worked  with  Lotus  Business  Partner  EDS  Contact  lane  Bamford  EDS  Technical  Products  Division.  Wavendon  Tower  Wavendon  Milton  Keynes.  MK178U  | 
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GM  SALESPEOPLE  CARRY 
LAPTOP  COMPUTERS  WITH 
LOTUS  NOTES.  WHEN  THEY 
MAKE  A  CALL,  THEY  CAN 
RECONNECT  TO  MAKE  SURE 
THEY'RE  DEALING  WITH  THE 
LATEST  PRODUCT  INFORMA- 
TION AT  THE  SAME  TIME.  ANY 
ISSUES  THAT  ARISE  IN  THE 
FIELD  CAN  BE  COMMUNICATED 
THROUGH  NOTES  SO  PEOPLE 
BACK  AT  HEADQUARTERS 
CAN  REACT  QUICKLY. 


Irs  Europe  has  streamlined,  with  the  help  of  EDS,  a  Lotus  Notes  Business  Partner, 
d  of  a  new  category  of  software  called  groupware. 

USES  NOTES  TO 
\\G  IS  YOUR  PROBLEM? 


mation  and  ideas  to  make  us  more  competitive. 
)sing  it  is  one  of  the  most  popular  decisions  we've 
made." 

Today,  operations  are  so  efficient  that  the  entire 
pean  continent  is  run  from  a  central  office  of  just 
Deople  and  so  effective  that  General  Motors  has 
n  from  #5  in  Europe  to  #2  over  the  last  few  years. 
Now  plans  are  underway  to  get  approximately 


40,000  Notes  users  on  line  in  the  US  by  1996. 
Evidently,  what's  good  for  General  Motors  Europe, 
is  good  for  America. 

To  learn  what  Lotus  Notes  can  do  for  your  com- 
pany call  for  our  free  video:  The  Executive  Guide 
to  Lotus  Notes.  Or  to  find  out  about  becoming  a 
Lotus  Authorized  Business  Partner,      I P[h]|| fCw 
call  1-800-828-7086,  ext.  9677+      Working  Together 
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Commentary/by  Paul  Magnusson 


THIS  WATCHDOG  ISH'T  ASLEEP,  IT'S  COMATOSE 


The  year  was  1990.  Senator  Albert 
Gore  Jr.  (D-Tenn.)  was  in  a  lather 
over  the  Treasury  Dept.'s  refusal 
to  block  the  purchase  of  a  key  U.  S. 
semiconductor-equipment  maker  by  a 
Japanese  competitor,  Nippon  Sanso  Co. 
"Encouraging  foreign  investment  is  one 
thing.  Allowing  unrestricted  purchases 
of  key  technologies  is  quite  another," 
fumed  Gore.  To  the  Bush  Administra- 
tion, he  charged,  protecting  America's 
technological  jewels  "is  just  a  big  joke." 

So  when  Vice-President 
Gore  was  placed  in  charge 
of  the  Clinton  Administra- 
tion's technology  policy  last 
year,  it  seemed  likely  for- 
eign purchasers  would  have 
a  tougher  time  buying  U.  S. 
aerospace,  telecommunica- 
tions, computer,  and  biotech- 
nology companies.  But  for- 
eign investors  needn't  have 
worried.  If  anything,  the 
agency  that  monitors  foreign 
purchases  of  strategic  U.  S. 
assets,  Treasury's  Commit- 
tee on  Foreign  Investment 
in  the  U.  S.  (CFIUS),  has  be- 
come even  less  aggressive. 
As  a  result,  America  is  still 
being  stripped  of  scores  of 
cutting-edge  companies.  "The 
watchman  is  asleep  on  the 
wall,"  frets  one  high-tech 
industry  official. 
RELIEVED.  Just  how  somno- 
lent has  CFIUS  become?  Despite  98  for- 
eign investments  in,  or  takeovers  of, 
American  high-tech  companies  in  1993, 
the  panel  didn't  conduct  a  single  in- 
vestigation of  the  potential  harm  to 
national  security,  according  to  CFIUS 
data  and  figures  compiled  by  the  Eco- 
nomic Strategy  Institute,  a  Washington 
think  tank.  Even  the  laissez-faire  Bush 
Administration  ordered  CFIUS  to  con- 
duct full-scale  investigations  of  13  for- 
eign takeovers  of  sensitive  high-tech 
companies  from  1988  to  1992. 

Gore  evidently  hasn't  been  paying 
attention,  either.  In  April,  Nippon  San- 
so notified  CFIUS  that  it  intends  to  buy 
its  fourth  U.  S.  maker  of  semiconductor 
gas-containment  equipment.  Gore's  of- 
fice, wiii.  h  didn't  return  business 
week's  phone  calls,  has  been  silent 
this  time.  "The  remarkable  thing  is 
how  little  the  policy  has  changed  from 


the  previous  Administration,"  says  a 
relieved  Christopher  R.  Wall,  an  at- 
torney who  represents  foreign  clients. 

While  overseas  buyers  may  be 
pleased,  congressional  critics  of  the 
Administration's  strategy  are  up  in 
arms.  Four  House  committee  chairmen 
wrote  Clinton  last  September  to  com- 
plain that  CFIUS  has  no  computerized 
database  on  foreign  acquisitions,  no  ca- 
pacity for  evaluating  the  issue  from  a 
broad  perspective,  and  no  permanent 


director.  Nothing  has  changed  since. 
And  the  committee  has  met  only  10 
times  in  15  months.  The  General  Ac- 
counting Office  is  investigating  CFIUS' 
shortcomings  in  a  report  to  be  released 
in  midsummer. 

CFIUS  officials  and  their  supporters 
say  there's  no  need  to  be  more  vigi- 
lant. After  all,  the  number  of  foreign 
acquisitions  of  high-tech  companies 
dropped  by  half  since  the  1990  peak. 
And  foreign  direct  investment  may  be 
supplying  needed  capital  to  U.  S.  com- 


Despite  Gore's  rhetoric,  the 
agency  that  monitors  foreign 
purchases  of  strategic  U.S. 
assets  is  doing  little 


panies  squeezed  by  declining  defens 
procurement.  Besides,  the  princips 
buyers— Britain,  Japan,  France,  Gei 
many— are  strong  U.  S.  allies. 

True  enough.  But  the  issue  now  i 
economic  security,  not  just  militar 
preparedness.  And  these  acquisition 
are  starting  to  have  some  troublin 
consequences.  The  General  Accoun 
ing  Office,  for  instance,  has  noted  th 
propensity  of  Japanese  companies  t 
reserve  their  most  advanced  technok 
gy  for  their  own  customer 
or  keiretsu  partners 
Japan.  And  while  Japanes 
investments  in  U.  S.  asset 
have  fallen  off,  they  are  lik< 
ly  to  rebound  once  th 
Japanese  economy  revive: 
particularly  as  a  strongt 
yen  makes  bargains  of  U. 
companies. 

explosion.  A  particular  dai 
ger  is  that  critical  compi 
nents  needed  by  America 
manufacturers  will  be  coi 
trolled  by  companies  ove 
seas.  For  example,  the  U. ! 
share  of  the  $12.8  billic 
semiconductor-materials  ar 
-packaging  market  h 
dropped  from  70%  to  just  8 
since  1977,  according  to  son 
industry  estimates.  Mea 
while,  the  Japanese  share 
semiconductor  materials  h 
climbed  to  70%.  The  resul 
ing  vulnerability  of  U.  S.  manufacture 
was  made  all  too  clear  last  July,  wh( 
an  explosion  in  Sumitomo  Chemical 
Niihama  City  plant  wiped  out  55% 
the  world  capacity  for  high-purity  E( 
resin,  a  key  component  in  chipmakin 
With  Japanese  producers  dominatir 
the  market,  their  preferred  custome 
got  first  claim  on  surviving  inventor 
The  Sumitomo  explosion  should  ha' 
served  as  a  wake-up  call  to  the  slee] 
CFIUS.  A  revival  of  the  panel  may  n 
actually  lead  to  blockage  of  any  fc 
eign  purchases.  But  at  least  it  wou 
give  the  public  confidence  that  tl 
White  House  is  paying  attention  to  tj 
competitiveness  of  American  hij 


technology. 


Magnusson  follows  economic  poll 
from  BUSINESS  WEEK'S  Washing! 
bureau. 


if 


in 
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[H  BERLUSCONI 
WANGLE  HIS  WEB? 


next  Prime  Minister's  business  interests  pose  conflicts  at  every  turn 


f  ilvio  Berlusconi,  Italy's 
I  billionaire-turned-politi- 
"  cian,  is  on  a  winning 
ik.  In  late  March,  the  57- 
lold  led  a  triumphant 
>wing  coalition  to  a  spec- 
lar  victory  in  national 
;ions.  Then,  on  Apr.  16, 
landpicked  candidate  land- 
key  post  as  head  of  the 
in  Senate.  If  that  weren't 
igh,  the  next  day,  Berlus- 
s  soccer  team,  AC  Milan, 
the  Italian  national  cham- 
ship  for  the  third  year 
ling.  Oh  yes,  aShd  by  the 
of  April,  Berlusconi  will 
ist  surely  become  Italy's 
postwar  Prime  Minister. 
it  all  the  luck  in  the 
d  won't  quickly  solve 
usconi's  biggest  problem: 
to  erect  a  convincing  Chi- 
wall  between  Berlusco- 
,he  new  leader  of  Italy, 
Berlusconi,  owner  of  the 
billion  media  conglomer- 
Fininvest  Comunicazioni. 
!  can't  come  up  with  a  wa- 
ight  separation  of  inter- 
,  his  new  government 
i  be  hobbled  from  the  outset. 
I'S  SHARE.  Of  course,  millionaires 
!  come  to  power  before,  from  John 
ennedy  in  the  U.  S.  to  Britain's  Har- 
Macmillan.  But  they  had  nowhere 
the  business  breadth  of  the  self- 
e  Berlusconi.  The  three  national 
dsion  stations  controlled  by  Finin- 
divvy  up  the  lion's  share  of  Italy's 
illion  TV  ad  market.  Its  Milan-based 
dadori  is  Italy's  largest  book  pub- 
r  and  puts  out  a  dazzling  array  of 
azines,  including  the  top 
weekly.  Panorama.  Finin- 
sports  Italy's  largest 
rmarket  and  department- 
I  chain,  Standa,  as  well  as 
-management  groups,  in- 
rs,  and  professional  ath- 
teams. 

ith  so  many  interests,  pos- 
ties  for  conflicts  are 
yrwhere.  Plans  to  privatize 
m  pension  plans,  in  the 
m  program  of  Berlusconi 
lis  allies,  would  affect  Fin- 
?t's  insurance  and  fund- 
igement  activities.  The 


BERLUSCONI'S  OFTEN- 
FAWNING  TREATMENT  BY 
HIS  MEDIA  UNITS  ISN'T  , 
LIKELY  TO  CHANGE  EVEN  W 
IF  THEY  GO  INTO  A  TRUST 


group's  broadcasting  holdings  depend 
on  government  licenses  and  antitrust 
regulations.  "The  Berlusconi  empire  is 
all-pervasive,  so  it's  an  all-pervasive 
problem,"  charges  Vincenzo  Visco,  a 
prominent  member  of  the  opposition 
Democratic  Left  Party. 

Even  before  his  political  coup,  Berlus- 
coni had  started  to  restructure  his  hold- 
ings. Franco  Tato,  who  earned  a  reputa- 
tion as  a  tough  manager  at  Olivetti  and 
Germany's  Triumph-Adler,  was  brought 


BREAKING  UP  BERLUSCONI'S  FININVEST 


Holding 

Annual  sales 

Billions 

Disposition 

THREE  NATIONAL 
TV  CHANNELS 

$2.3 

Public  stock  offerings 

MONDADORI 
PUBLISHING 

1.2 

Sell  53%  stake  to  public 

STANDA 

SUPERMARKETS 

3.2 

Negotiating  a  sale 

SPORTS  TEAMS,  INSURANCE,    ~  , 
BROKERAGE,  AND  PROPERTY  U.4 

Some  to  be  sold 

DATA  BUSINESSWEEK 

in  last  October.  Banks  holding  more 
than  $2  billion  in  Fininvest  debt  were 
beginning  to  get  nervous  as  Italy's 
worst  recession  since  World  War  II 
slashed  the  company's  bread-and-butter 
ad  revenues.  Goldman,  Sachs  &  Co. 
chipped  in  with  a  plan  to  spin  off  a  new 
company— Silvio  Berlusconi  Editore— 
grouping  all  of  Fininvest's  publishing- 
interests. 

Now,  Fininvest  faces  much  broader 
changes  (table).  The  Goldman  Sachs 
plan  was  ditched  in  mid-April  in  favor  of 
a  new  fast-track  public  sell-off  arranged 
by  Milan's  Mediobanca  of  53%  of  Monda- 
dori  by  mid-June.  The  deal  could  raise 
as  much  as  $540  million.  Company  offi- 
cials are  also  negotiating  a  spin-off  of  all 
or  part  of  Standa,  the  285-store  chain 
Berlusconi  picked  up  in  1989  for  about 
$750  million. 

"MORE  TRANSPARENCY."  Finding  a  way 
to  distance  Berlusconi  from  television, 
Fininvest's  core  business,  is  trickier. 
Current  managers  may  oppose  a  Tato 
plan  to  unite  all  three  Fininvest  sta- 
tions, plus  the  company's  huge  advertis- 
ing interests,  under  a  single  corporate 
umbrella,  for  the  moment  code-named 
Big  TV.  If  he  does  combine  those  ven- 
tures, say  Fininvest  executives,  it  could 
lead  to  a  stock  sale. 

Such  plans  are  a  sharp  shift  for  one 
of  Italy's  most  secretive  companies. 
Berlusconi  was  behind  almost  every  de- 
cision, from  corporate  acquisitions  to 
what  TV  game-show  hosts  should  wear. 
But  he  has  already  given  up  operating 
control.  Now,  says  Fedele  Confalonie- 
ri,  who  replaced  Berlusconi  as  Finin- 
vest's chairman,  it's  a  new  deal  for  the 
group,  with  "more  authority  to  manag- 
ers, more  transparency,  and  widespread 
ownership." 

Will  it  be  enough  to  convince  Ital- 
ians that  their  Prime  Minister  isn't  mix- 
ing his  public  and  private  agendas? 
Probably  not.  That's  why  aides  are  look- 
ing at  various  plans,  including  putting 
Fininvest  in  the  hands  of  a  Berlusconi 
family  foundation.  But  few  think  that 
would  end  the  often-fawning  treatment 
of  Berlusconi  by  the  media  units. 

"Berlusconi  is  aware  of  pos- 
sible conflicts  of  interest,"  says 
Antonio  Martino,  the  main 
economic  strategist  in  Berlus- 
coni's Forza  Italia  Party.  "He 
has  caught  the  virus  of  poli- 
tics, and  if  it  comes  to  choos- 
ing between  his  company  and 
politics,  he  would  rather  give 
up  his  business."  But  until 
Prime  Minister  Berlusconi 
does  take  steps  to  sell  off  his 
holdings  completely,  the  con- 
flict-of-interest issue  will  not 
go  away. 

By  John  Rossant  in  Rome 
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STRATEGIES  I 


RETAILING 


NO  BOUNCE  FOR 
RUBBERMAID 


Once,  the  company  could  do  no 
wrong.  Now,  Wall  Street  wants  proof 


When  Chairman  Wolfgang  R. 
Schmitt  stares  out  at  the  in- 
evitably packed  house  at  Rub- 
bermaid Inc's  annual  meeting  on  Apr. 
26,  he's  likely  to  confront  an  unaccus- 
tomed sight:  sour-faced  shareholders. 

Although  Schmitt  will  report  another 
record  year,  Rubbermaid's  stock  since 
Jan.  3  has  plummeted  by  more  than  10 
points,  to  24:Ji  losing  $1.6  billion  in  mar- 
ket value.  First-quarter  results— a  mere 
2%  earnings  increase,  to  $50.6  million, 
on  sales  that  rose  2%,  to  $492  million- 
confirmed  Wall  Street's  worries. 

For  more  than  a  decade  under  for- 
mer Chairman  Stanley  C.  Gault,  who 
retired  in  1991,  Rubbermaid  could  do  no 
wrong.  It  savvily  marketed  mundane 
housewares,  had  new  products  galore, 
and  kept  costs  down.  Profits  rose  steadi- 
ly, more  than  quadrupling  between  1979 
and  1989,  and  its  shares  traded  at  an  av- 
erage 42%  premium  to  the  market,  says 
Andrew  Shore  of  PaineWebber  Inc. 
BAD  WEATHER.  But  the  juggernaut  has 
slowed.  Despite  a  barrage  of  new  prod- 
ucts, Rubbermaid  hasn't  seen  a  sales 
gain  close  to  its  15%  goal  since  1989. 
Schmitt  argues  that  last  year's  9%  sales 
growth  was  "commendable,"  given  low 
inflation.  But  Rubbermaid's  housewares 
and  Little  Tikes  Co.  toy  units  aren't 
gaining  like  they  used  to,  and  smaller  di- 
visions such  as  office  products  haven't 
delivered  consistent  results.  "They  have 
made  their  numbers  by  trimming  ex- 
penses," says  a  shareholder. 

Reality  hit  hard  in  this  year's  first 
quarter.  Rubbermaid  says  bad  winter 
weather  scared  off  consumers  even  as  it 
curtailed  some  factory  operations.  It  also 
says  some  retailers  reduced  inventories. 
But  "high-quality  growth  companies 
don't  use  the  weather  as  an  excuse," 
says  one  investor. 

Can  Rubbermaid  rebound?  Schmitt 
says  it  already  has,  calling  the  first  quar- 
ter "an  aberration"  and  suggesting  the 
second  quarter  will  match  1993's  15% 
earnings  gain.  On  Apr.  26,  he  will  an- 
nounce new  initiatives  to  become  more 
price-competitive  and  increase  produc- 
tivity, and  investments  in  international 
operations.  But  for  now,  the  old  cachet— 
and  the  pricey  stock— is  missing. 

By  Zachui a  Schiller  in  Cleveland 


THE  MELODRAMA 
AT  MACY'S 


You  can't  tell  the  actors  without  a 
playbill?  Here's  ours 


id  you  miss  Manhattan's  fashion 
show  extravaganza  in  mid-April? 
Are  tickets  for  the  Letterman 
show  unavailable?  Don't  worry.  You  still 
can  grab  an  orchestra  seat  at  one  of  the 
biggest  shows  in  town:  The  battle  for 
R.  H.  Macy  &  Co.,  the  department-store 
chain  that  is  now  entering  its  29th 
month  of  operating  in  bankruptcy. 

The  plot's  too  confusing,  you  say? 
You're  not  the  only  one  who  thinks  so: 
Even  some  of  the  players  don't  seem 
sure  of  their  roles.  They're  a  diverse 
bunch— everyone  from  celebrities  and 
former  Cabinet  members  to  the  usual 
contingent  of  power  brokers.  Adding  to 
the  disorder,  they  all  seem  to  be  reading 
from  different  scripts. 

Every  show  needs  a  playbill,  so  here's 
business  week's  take  on  the  Macy's  dra- 
ma and  its  major  players: 

At  center  stage  is  CBS  Inc.  Chairman 
Laurence  A.  Tisch,  a  Macy's  board  mem- 
ber. Loews  Corp.,  of  which  Tisch  is 
chairman,  owns  roughly  $52  million 
worth  of  Macy's  junk  bonds,  plus  2.3 
million  shares,  or  17.7%,  of  its  preferred 
stock.  Several  other  Macy's  directors 
also  have  big  investments.  So  Tisch  has 
enlisted  allies  on  the  board,  including 
Louis  Page,  who  represents  Hong  Kong 
billionaire  Sir  Run  Run  Shaw,  and 
Harold  M.  Williams,  CEO  of  the  J.  Paul 
Getty  Trust. 

Tisch  and  company  are  struggling  bit- 
terly with  Fidelity  Investments  and  Pru- 


dential InsuranI 
Co.— senior  creditor 
each  holding  abol 
$500  million  worthf 
Macy's  senior  del 
Led  by  Fidelity 
Daniel  Harmetz,  thj 
say  Macy's  is  woi| 
less  than  the  $3.6 
lion  that  Macy's  mil 
mannered  chairing 
Myron  E.  Ullman 
says  it  is. 

Why  is  that?  In 
strange  plot  twij 
the  less  Macy's  I 
valued  at  when  I 
leaves  bankrupt| 
the  more  the  ser 
creditors  get.  Thg 
because  senior  ere 
tors  likely  will 
paid  off  mainly  in  stock.  And  the 
stock  that  is  issued,  the  more  their  p| 
tion  will  be  worth. 

Tisch  and  pals,  in  contrast,  wi 
Macy's  valued  as  high  as  possible.  Tlj 
might  get  nothing  for  their  junk  deb| 
Macy's  emerges  from  bankruptcy  at 
billion.  But  if  it's  valued  at,  say,  $4 
lion,  they'll  at  least  get  something. 

The  latest  shift  in  the  script:  A| 
Macy's  board  meeting  on  Apr.  18,  Ti| 
and  Page  said  they  might  try  to 
Macy's.  Tisch  tried  once  before.  But| 
failed  to  negotiate  a  deal  to  pay  off 
Pru's  debt,  and  Macy's  toppled  ij 
Chapter  11  in  January,  1992. 
SILLS  trills?  Who  in  all  this  doesl 
have  an  ax  to  grind?  The  celebrities) 
course— such  as  board  member  Bev{ 
Sills  Greenough,  the  former  opera  dj 
She  is  playing  it  down  the  middle:  Slj 
said  to  agree  with  Ullman's  assessr 
of  Macy's  value.  Henry  A.  KissingJ 
position  isn't  known,  but  as  an  honor 
board  member  he  doesn't  have  a 
anyway.  Cyrus  Vance,  another  fori| 
Secretary  of  State,  is  mediating 
Macy's  case. 

This  is  a  '90s  tale,  but  there  is 
raider  involved.  He's  Allen  Questr 
chief  executive  of  rival  Federated 
partment  Stores  Inc.  Federated  toucl  * 
off  the  latest  round  of  jockeying  fori 
depart  ment-store  chain  in  January,  wi 
it  bought  a  big  piece  of  senior  debt  fl 
the  Pru.  It  now  hopes  to  come  ai 
owning  Macy's. 

How  will  it  all  play  out?  The  cha| 
of  Macy's  staying  independent  are 
ing  more  remote  all  the  time,"  says 
&  Phelps  Investment  Management! 
analyst  Barbara  Wedelstaedt.  But  w| 
complaining?  The  show  might  even  | 
with  an  aria  by  Sills. 

By  Laura  Zinn  in  New 
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HE  WORLD  CUP 

F  'AMBUSH  MARKETING' 


icial  soccer  sponsors  are  all  elbows  trying  to  protect  their  turf 


rhe  official  trophy  is  18-karat  gold 
and  weighs  11  pounds.  But  to  the 
19  companies  that  have  paid  as 
zh  as  $75  million  apiece  to  be  major 
nsors  of— and  promote  themselves 
ing— the  upcoming  World  Cup  tour- 
ient,  the  real  prize  is  exposure '  to 
ions  of  consumers.  And  the  big 
nders  are  jostling  like  burly  fullbacks 
)rotect  their  piece  of  the  soccer  turf, 
ust  look  at  MasterCard  International 
.  It  took  long-distance  earner  Sprint 
nmunications  Co.  to  federal  court  in 
rch  in  a  nasty  dispute  over  which 
lpany  could  put  the  World  Cup  logo 
its  plastic  card.  Sound  silly?  Maybe. 
,  even  before  the  German  and  Boli- 
i  teams  line  up  on  June  17  for  the 
ning  game  in  Chicago,  the  cup  run- 
h  over  with  corporate  disputes.  "You 
re  to  be  tough,  aggressive,"  says 
va  Heffler,  MasterCard's  vice-presi- 
it  for  promotions.  "You  do  what  it 
es  to  protect  your  program." 
■nse  overlap.  Why?  An  average  of 
million  people  worldwide  will  watch 
h  of  the  52  games,  the  Cup  organiz- 
committee  estimates— a  huge  audi- 
e  that  has  attracted  the  creme  de  la 
me  of  international  marketers,  in- 
iing  such  heavyweights  as  Coca-Cola 
and  McDonald's  Corp. 
Jut  the  organizers  themselves  are 
tly  at  fault  for  any  strife  between 
*keters:  They've  created  a  raft  of  of- 
conflicting  sponsorships.  Worldwide 
•keting  rights  were  licensed,  for  in- 
lce,  to  Canon  Inc.  for  cameras  and 
i  Photo  Film  Co.  for  film.  But  no  ac- 
imodation  was  made  for  Fuji's  dis- 
able cameras,  and  Fuji  eventually 
to  agree  not  to  sell  its  cameras  at 
rid  Cup  sites.  Alan  I.  Rothenberg, 
irman  of  the  organizing  committee, 
3  he  approved  selling  sponsorship  of 
U.  S.  team  to  both  Snickers  and  Con- 
ntal  Baking  Co.'s  Hostess  cupcakes, 
only  after  defining  Snickers  as  the 
:ial  snack  food  and  Hostess  as  the 
:ial  baked  good. 

ome  disputes  aren't  so  easily  re- 
ed. Rothenberg  said  he  quietly 
aped  Walt  Disney  Co.,  which  had 
atively  agreed  to  provide  opening 
closing  ceremonies,  when  Disney 
ted  to  "give  me  Mickey  and  Chip 
Dale,"  and  Rothenberg  wanted  more 
•er  in  the  show.  Disney  still  will 
;e  a  kids'  soccer  tournament  after 


the  July  17  final.  Rothenber; 
also  had  to  mollify  An 
heuser-Busch  Cos.  The  beer 
company    was  angered 
when  Rothenberg  told  sta- 
dium operators  staging 
Cup  regional  matches  he 
was  considering  limiting 
or  banning  alcoholic  bev- 
erages to  avoid  fights. 
Rothenberg  says  now 
he'll  leave  it  up  to  the 
managers,    and  An- 
heuser  officials  agreed 
to  accept  that  solution. 

The  World  Cup's  convoluted  hierar- 
chy has  added  to  the  confusion.  Inter- 
national "official  sponsors"  are  selected 
by  Lucerne-based  ISL  Marketing,  while 
Rothenberg's  organizing  committee  in 
Los  Angeles  chooses  the  less  exclusive 
"marketing  partners."  The  MasterCard- 
Sprint  lawsuit  partly  resulted  from  this 
setup:  MasterCard  won  international 
rights,  while  the  U.  S.  group  signed  up 
Sprint.  Both  companies  wanted  to  use 


THE  WORLD  CUP 
AUDIENCE  IS  HUGE... 
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AVERAGE  PER-GAME  VIEWERSHIP 
OF  WORLD  CUP  SERIES,  WORLDWIDE 
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...AND  SO  IS  THE  COST  OF 
GETTING  ITS  ATTENTION 

PRICE  OF  WORLD  CUP  MARKETING  TIE-INS 


WORLDWIDE 
TV  RIGHTS 

$275  MILLION 

U.S.  TV 
RIGHTS 

$23  MILLION 

WORLDWIDE 
SPONSORSHIP 

$20  MILLION 

U.S.  TV  AD  PACKAGE 

OF  52  GAMES,  t_ 

18  MINUTES  PER  GAME  53. 5  MILLION 

DATA:  WORLDCUP  USA  '94,  BUSINESS  WEEK 

MASTERCARD 
WON  A  SUIT 
TO  PUT  THE 
CUP'S  LOGO 
ON  ITS  CREDIT 
CARD 

the  World 

Cup  logo,  but  the  federal  court  ruled  in 
favor  of  MasterCard.  Sprint  says  it  will 
appeal. 

As  the  games  approach,  the  conflicts 
will  no  doubt  escalate.  World  Cup  officials 
say  they'll  do  their  best  to  protect  spon- 
sors from  unauthorized  "ambush  mar- 
keters" by  going  to  court  to  stop  those 
who  trample  World  Cup  licenses.  Offi- 
cials, for  example,  recently  filed  suit 
against  Italian  card  maker  Panini.  Panini 
intends  to  sell  cards  of  soccer  players  in 
the  U.  S.,  even  though  Upper  Deck  Co. 
paid  $7  million  for  the  exclusive  rights. 
Although  no  company  will  own  up 
to  ambush  marketing,  many  non- 
sponsors  are  suddenly  using  a  lot  of 
soccer  themes  in  their  marketing.  Piz- 
za Hut  Inc.,  for  one,  has  signed  up  soc- 
cer superstar  Pele,  a  MasterCard  official 
spokesman,  for  ads  outside  the  U.  S. 

Then  there's  shoemaker  Reebok  In- 
ternational Ltd.,  which  lost  out  to  rival 
Adidas  for  the  World  Cup  sponsorship. 
Reebok  plans  $2  million  worth  of  ads 
on  Spanish-language  telecasts  of  the 
games  to  the  U.  S.  and  is  allowing  soccer 
players  it  has  signed  to  appear  on  both 
Sprint  Corp.  telephone  credit  cards  and 
on  Wheaties  boxes.  Ambush?  "We  don't 
use  the  A'  word,"  says  Peter  R.  Moore, 
Reebok's  vice-president  of  global  product 
marketing.  "Reebok  is  doing  nothing 
that  involves  the  official  World  Cup 
trademark.  We're  just  utilizing  our  play- 
ers in  a  regular  promotion."  Regular? 
Hardly.  When  much  of  the  civilized 
world  turns  its  eyes  to  a  mega-sporting 
event,  there  is  nothing  regular  about  it. 

By  Ronald  Graver  in  Los  Angeles, 
with  Greg  Burns  in  Chicago  and  bureau 
reports 
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A  GLOBAL  TUNE-UP 
FOR  FORD . . . 


Signaling  his  intent  to 
strengthen  Ford's  global 

compel  ;ti\  i'         ,    <  'hairman 

Alexander  Trotman  on  Apr. 
20  launched  a  sweeping  reor- 
ganization aimed  at  integrat- 
ing the  carmaker's  worldwide 
operations  and  "get  more  fire- 
power from  Ford's  resources." 
Trotman's  goal:  eliminate 
overlap  among  Ford  units  in 
the  U.  S.,  Europe,  Asia,  and 
Latin  America— and  save  Ford 
$2  billion  to  $3  billion  a  year 
by  the  end  of  the  decade.  In- 
stead of  separate  manufactur- 
ing, sales,  and  product-devel- 
opment units  for  each 
geographical  zone,  Trotman 
will  place  each  function  under 


on.  4,  -93 


APR- 


18, '?4 


THIS  BUD'S  FOR 
WALL  STREET 

Anheuser-Busch  shares  fell  as 
flat  as  a  day-old  beer  last  year. 
Now,  Wall  Street  expects  the 
company  to  report  strong  first- 
quarter  results,  pushing  shares 
up  1  1  %,  to  $54,  in  two  months. 


Budweiser.  And  in  California, 
the  company  reversed  a  de 
cline  by  cutting  prices  on  Bud- 
weiser while  rci  ing  those  on 
budget  brews.  Fine  for  now, 
but  analysts  worry  that  today's 
price  erosion  could  become 
tomorrow's  Budslide. 

■ 


one  executive.  Coordinating 
that  new  organization  will 
be  a  new  Ford  car  czar,  Ed- 
ward Hagenlocker,  a  veteran 
of  Ford's  successful  truck 
operations. 

Trotman  is  also  trying  to 
streamline  Ford's  clunky  sys- 
tem of  developing  new  vehi- 
cles. Ford  of  Europe  Chair- 
man Jacques  Nasser  will 
become  the  product-develop- 
ment chief,  overseeing  five 
vehicle  platforms,  each  headed 
by  a  vice-president.  To  over- 
come existing  fiefdoms  that 
have  slowed  car  development 
in  the  past,  "the  people  that 
will  run  those  platforms  will 
be  very  powerful,"  says  one 
industry  insider.  Underscor- 
ing that  point,  Trotman 
picked  William  Ford  Jr.,  scion 
of  the  founding  family,  to 
head  large  truck  development. 


...AND  A  MAJOR 
DIVESTITURE  AT  VOLVO 


Swedish  car  company  Volvo 
likes  to  boast  that  it's  the 
largest  industrial  enterprise 
in  the  Nordic  region,  thanks 
to  former  Chairman  Pehr  Gyl- 
lenhammar's  costly  diversifi- 
cation into  real  estate, 
cigarettes,  food,  and  drugs. 
But  with  Gyllenhammar  gone 
and  a  new  management  team 
on  board,  Volvo  shareholders 
on  Apr.  20  agreed  to  return 
the  company  to  its  roots  as  a 
car  manufacturer.  By  1996, 
Volvo  will  strip  itself  of  all 
nontransportation  assets,  leav- 
ing only  a  car,  truck,  and  en- 
gine company  with  about  $6 
billion  in  sales— about  half  of 
Volvo's  former  size.  On  the 
block  is  $3.5  billion  Branded 
Consumer  Products  and  a 
stake  in  drug  company  Phar- 
macia that  may  fetch  as  much 
as  $1  billion.  Volvo  will  use 
proceeds  of  the  sale  to  build 
several  new  car  models. 


TRIBUNE'S  INSIDER 
ON  THE  INSIDE  TRACK 


The  management  horse  race 
for  the  top  spot  at  Tri- 
bune, the  fast-expanding  me- 


HEADLINER 


GRABBING  DAYTON  HUDSON  BY  THE  THROAT 


Kenneth  Macke  hopes  that 
he  has  "absolutely  noth- 
ing" to  do  after  retiring  July 
2  as  chairman  of  Dayton  Hud- 
son. But  Robert  Ulrich,  Mack- 
e's  successor,  will  have  his 
hands  full. 

Heading  Ulrich's 
agenda:  dealing 
with  Dayton's 
Mervyn's  de- 
partment-store 
chain.  A  victim 
of  merchandis- 
ing errors  and 
overconcentration 
in  the  weak  Califor 
nia  market,  it  has 
dragged  down  Dayton's  prof- 
its for  years.  Macke  says  a 
turnaround  is  under  way,  but 
there's  little  evidence  of  that: 
Same-store  sales  at  Mervyn's 
fell  9%  in  the  quarter  ended 
Jan.  29. 

Ulrich,  50,  proved  his  met- 


tl 


tie  as  CEO  of  fast-growing  Ts 
get  Stores  unit.  Analytic 
and  aloof,  he  doesn't  shy  fro 
tough  decisions,  says  Boal 
Sells,  a  former  Dayton  Hu 
son  president:  "He  always  h 
the  business  by 
throat."  At  Targ 
Ulrich  alrea< 
has  taken  on 
dustry  gian 
Wal-Mart  at 
Kmart  in  hot 
contested  urb 
markets 
Texas— and 
winning.  The  ke 
better-looking  stor 
with  trendy  apparel  and  hor 
fashions  at  discount  pricei 
and  lots  of  them.  Last  ye; 
Ulrich  orchestrated  a  Had 
entry  for  Target  in  the  Chi< 
go  area,  opening  eight  stor 
in  one  day. 

By  Susan  Chand 


dia  giant,  appears  to  be  re- 
solved. John  Madigan,  cur- 
rently executive  vice-president 
overseeing  the  group's  news- 
paper operations,  has  been 
tapped  as  president  and  chief 
operating  officer.  He  becomes 
odds-on  favorite  to  succeed 
Chairman  and  CEO  Charles 
Brumback,  who's  expected  to 
step  down  in  a  year.  Insiders 
say  the  57-year-old  Madigan 
narrowly  beat  out  the  other 
leading  contender,  Executive 
Vice-President  James  Dowdle, 
after  the  board  looked  at  a 
host  of  candidates,  including 
outsiders. 


COKE'S  NEW  SODA: 
JUSTO.  K.  WON'T  DO 


I  OK."  So  goes  the  slogan 
for  Coca-Cola's  light-brown, 
slightly  fruity  new  soft  drink, 
OK  soda.  But  Coke  is  counting 
on  OK— with  a  core  target  of 
12-  to  25-year-olds— to  do 
much  better  than  just  all 
right.  At  an  Apr.  20  briefing 
in  New  York,  Sergio  Zyman, 


Coke's  chief  marketing  offic 
said  OK,  which  is  to  appt 
in  selected  markets  in  M; 
was  designed  to  be  a  "sign 
cant"  mainstream  brand  t\ 
will  draw  business  from 
soft-drink  segments.  Why 
new  brand?  "There's  late 
demand  for  new  brands  tl 
represent  the  values  of 
day's  youth,"  Zyman  sa| 
Marketing  will  be  heavy 
Generation  X-style  irony,  fr^:; 
generic-like  packaging  to  1 
ads  (being  created  by  N 
shop  Wieden  &  Kennedy) 
the  name  itself. 


ET  CETERA... 

►  Figgie  International's  ai 
tor  raised  doubt  about  II 
company's  ongoing  viabilit 

►  The  Chicago  Board  of  Tr;| 
abandoned  Globex,  hooking? 
with  Bloomberg  instead. 

►  GTE  expects  to  offer  in! 
pensive  pocket-phone  ser\| 
nationwide  by  yearend. 

►  General  Electric's  n 
bright  idea:  an  "inducti 
lightbulb  that  lasts  longer 
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"I  know  I  need  to  reengineer  my  company,  but  how?" 

You're  committed  to  dramatically  changing  your 
)mpany.  You've  set  goals.  You've  gone  back  to  a  blank 
invas.  Now  what? 

From  fresh  ideas,  all  the  way  to  final  implementation, 
rthur  Andersen  can  help. 

Experienced  Arthur  Andersen  professionals  start  by 
taring  operating  practices  with  you  from  around  the  world. 
)u'll  learn  not  only  what  works  for  others,  but  what  works 
st  for  others.  So  your  quest  for  major  process  improvement 
?ts  a  major,  creative  jump-start. 

The  professionals  at  Arthur  Andersen  build  upon  their 
iderstanding  of  business  processes  with  the  exclusive 
lobal  Best  Practices  knowledge  base.  It's  a  compendium  of 
e  best  processes  from  the  best  companies,  delivered  to 
rthur  Andersen  professionals  by  CD-ROM  technology. 
)ntinually  updated,  the  knowledge  base  is  unsurpassed  in 
■  depth  and  scope. 

Using  this  tool,  Arthur  Andersen  professionals 

j  594  Arthur  Andersen  &  Co.  All  rights  reserved. 


collaborate  with  you,  finding  innovative  ways  to  alter  your 
operations  and  then  helping  you  implement  the  changes. 

We  can  help  you  improve  performance.  Increase 
customer  satisfaction.  And — most  importantly — enhance 
your  revenues. 

Find  out  how  you  can  make  significant  progress — on 
paper  and  in  practice.  For  your  free  brochure  or  to  discuss 
with  us  personally  how  Global  Best  Practices  can 
work  for  your  company,  call  1-800-445-5556,  today.     M  )) 

Best  Practices. 
Putting  insight  into  practice.'"' 


Arthur 
Andersen 


Arthur  Andersen  &  Co,  SC 


8W222-TREE 


One  smart  business  call. 


That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  thl 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  agaiifj 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  tripj 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 
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We're  waiting  to  welcome  you  at  over  60  Doubletree  Hotels  from  coast  to  coast. 
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AD  TIMING  FOR 

GOOD  TRADE  AGREEMENT 


EDITED  BY  STEPHEN  H.  WILDSTROM 


;'s  signed.  It's  sealed.  Delivery— well,  there's  a  problem. 

[Tie  ink  on  a  new  global  trade  accord  isn't  quite  dry  yet, 

>ut  chances  are  growing  that  Congress  may  embarrass 

;ident  Clinton  by  refusing  to  act  on  ratification  of  the 
this  year.  His  aides  know  the  General  Agreement  on  Tar- 

&  Trade  is  in  trouble,  but  he  is  preoccupied  with  health- 
reform  and  Bosnia  and  hasn't  focused  on  the  issue. 

he  Uruguay  Round  accord,  initialed  by  more  than  100 

e  ministers  in  Marrakesh,  Morocco,  on  Apr.  15,  is  the  most 

eping  rewrite  of  global  trading  rules  in  a 

■century.  Economists  estimate  that  tariff 
averaging  37%  will  pump  at  least  $5  tril- 
into  the  world  economy  over  the  next 

ide.  And  new  safeguards  will  boost  trade  in 

ices  and  intellectual  property,  areas  where 

U.  S.  excels. 

0  why  isn't  Congress  rushing  to  approve 
deal  by  its  Jan.  1,  1995,  effective  date? 
main  reason  is  an  inside-the-Beltway  spat 
•  how  to  recoup  lost  tariffs.  New  Congres- 
al  Budget  Office  estimates  will  peg  the 
•tfall  at  $14  billion  to  $16  billion  over  the 

1  five  years.  Under  pay-as-you-go  budget 
5,  Congress  must  make  up  the  loss.  CBO  Di- 
or Robert  D.  Reischauer  opposes  U.S. 
ie  Representative  Mickey  Kantor's  sugges- 
the  rules  be  waived.  It  "would  start  Con- 
>s  down  a  very  slippery  slope,"  Reischauer  says. 

PUSH.  That  sets  up  a  painful  election-year  scenario  for  law- 
;ers:  Cut  spending  or  raise  taxes  to  fund  a  trade  pact.  Pro- 
ds on  how  to  do  it  have  riled  Capitol  Hill.  Senate  Minority 
der  Bob  Dole  (R-Kan.)  is  miffed  that  Administration  off i- 
>  have  suggested  cuts  in  farm  subsidies.  And  Democrats 
t  want  to  offer  the  GOP  a  target  by  hiking  taxes  on  U.  S. 
;umers  so  that  foreign  companies  can  enjoy  lower  tariffs, 
ouse  Majority  Leader  Richard  A.  Gephardt  (D-Mo.),  a 
sorter  of  the  accord,  wants  to  postpone  action  until  after 


the  election.  "We  have  a  big  money  problem,"  he  says.  Senate 
international  trade  subcommittee  Chairman  Max  S.  Baucus  (D- 
Mont.),  says  that  while  delay  would  be  "an  abdication  of 
world  leadership,"  he  privately  fears  it  may  be  inevitable. 

Business  deserves  part  of  the  blame.  While  support  for 
GATT  is  broad,  corporations  haven't  launched  the  sort  of  inten- 
sive lobbying  push  that  ensured  passage  of  the  North  Amer- 
ican Free  Trade  Agreement.  "GATT  is  so  big  that  most  compa- 
nies see  only  modest  benefits,"  says  Robert  D.  Hormats, 
vice-chairman  of  Goldman,  Sachs  International. 
Meanwhile,  interest  groups  are  kicking  up  a 
storm.  The  consumer  group  Public  Citizen  ar- 
gues that  the  agreement  will  give  bureaucrats 
in  Geneva  the  power  over  U.  S.  trade  policy. 
And  Senator  John  C.  Danforth  (R-Mo.),  a  Hill 
free-trade  leader,  wants  side  agreements  re- 
stricting government  subsidies  to  such  high- 
tech companies  as  Europe's  Airbus  Industrie. 
KEY  AREA.  Is  GATT  dead?  Hardly.  Analysts  still 
expect  the  implementing  legislation  to  pass, 
even  if  held  until  1995.  "The  only  thing  less 
popular  on  Capitol  Hill  than  voting  for  GATT  is 
letting  it  die,"  insists  Deputy  U.  S.  Trade  Rep- 
resentative Rufus  Yerxa,  a  key  negotiator.  "Af- 
ter much  to-ing  and  fro-ing,  it  will  pass." 

Clinton  could  force  a  vote  this  year,  since  ac- 
tion is  required  within  90  days  of  submission. 
But  the  First  Lady  and  other  advisers  are  pressuring  him  not 
to  let  a  trade  fight  interfere  with  health-care  reform. 

The  same  forces  made  the  same  argument  a  year  ago  for 
delaying  consideration  of  NAFTA.  In  the  end,  Clinton  ignored 
them  and  won  the  biggest  legislative  victory  of  his  first  year. 
Backing  down  on  GATT  would  damage  Clinton  in  the  one  area 
of  foreign  policy  where  he  has  shown  effective  leadership.  The 
President  is  running  out  of  time  to  seize  the  issue— and  stop 
the  quiet  erosion  of  a  crucial  trade  pact. 

By  Douglas  Harbrecht,  with  Paul  Magnusson 
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lalifornia,  with  its  54  electoral  votes, 
lis  critical  to  Bill  Clinton's  hopes  for 
lection  in  1996.  So  in  addition  to 
ing  the  state  with  Presidential  vis- 
earthquake  relief  money,  and  de- 
se-conversion  funds,  the  White 
use  is  starting  to  gear  up  its  politi- 
operations  to  again  carry  a  state 
t  Clinton  won  handily  in  1992.  John 
erson,  who  ran  that  California  cam- 
epi,  is  moving  from  his  job  as  an 
e  to  Presidential  counselor  Bruce 
dsey  to  the  White  House  political 
ce.  He'll  handle  economic-develop- 
nt  issues,  with  a  special  focus  on 
Golden  State.  Emerson,  who  start- 


ed in  the  Administration  as  deputy 
head  of  the  White  House  personnel  of- 
fice, will  work  closely  with  Tom  Ep- 
stein, who  manages  the  Western  states 
portfolio.  Now,  there'll  be  two  top  polit- 
ical aides  focusing  on  California. 

LIABILITY  

Facing  Administration  indifference 
and  the  hostility  of  key  lawmaker's, 
the  campaign  to  reform  product-liability 
laws  is  languishing  on  Capitol  Hill.  But 
one  sector  of  manufacturing  may  be 
about  to  get  relief  from  damage  suits 
that  can  crop  up  many  years  after  a 
product  is  built  and  sold.  Pending  leg- 
islation, which  passed  the  Senate  on 
a  91-8  vote  on  Mar.  16,  would  limit  the 


liability  of  aircraft  manufacturers  to 
18  years  after  a  plane  is  delivered. 
This  so-called  "statute  of  repose"  has 
been  reposing  on  the  Hill  for  eight 
years.  But  with  the  backing  of  com- 
panies and  unions,  it  now  enjoys  broad 
support  in  the  House.  More  important, 
House  Judiciary  Committee  Chairman 
Jack  Brooks  (D-Tex.),  long  a  foe  of 
product-liability  reform,  is  prepared  to 
let  this  narrow  measure  move  forward. 
Trial  lawyers  are  worried  that  the  bill 
could  be  the  camel's  nose  in  the  prod- 
uct-liability tent,  but  its  progress  may 
have  more  to  do  with  the  desperate 
state  of  the  U.  S.  general  aviation  in- 
dustry than  with  a  congressional 
change  of  heart  on  the  larger  issue. 
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WALKING  THE 
HIGH  WIRE 

CAN  MANDELA  SATISFY  TOWNSHIPS  AND  BUSINESS? 


MANDELA'S 
ECONOMIC 
BLUEPRINT  IS 
SURPRISINGLY 
AUSTERE 


On  the  surface.  South 
Africa's  historic  tran- 
sition to  majority  rule 
looks  as  if  it  could 
spin  out  of  control. 
Troops  have  been  dis- 
patched to  the  rolling 
hills  of  Natal  pro\  ince 
to  keep  a  lid  on  vio- 
lence between  the  fol- 
lowers of  disaffected 
Zulu  Chief  Mangosu- 
thu  Buthelezi  and  the 
soon-to-be  ruling  Af- 
rican National  Con- 
gress. Housewives  in 
wealthy  northern  Jo- 
hannesburg suburbs  are  stocking  up  on 
toilet  paper  and  canned  beans.  The  jit- 
tery currency  and  stock  markets  sell  off 
at  the  slightest  provocation. 

These  are  the  images  beamed  around 
the  world.  But  there's  another  reality. 
The  last-minute  agreement  on  Apr.  19 
that  brought  Buthelezi  and  his  Inkatha 
Freedom  Party  into  the  election  showed 
a  remarkable  capacity  for  political  deal- 
making  that  could  prove  crucial  in  the 
coming  years.  And  on  the  17th  floor  of 
Shell  House,  the  ANC's  headquarters  in 
downtown  Johannesburg,  a  hot-shot 
team  of  young  economists,  black  and 
white,  is  putting  the  last  touches  on 
next  year's  budget.  The  deputy  head, 
Tito  Mboweni,  35,  exudes  confidence. 
The  living  standards  of  the  poor  will 
improve,  he  affirms,  but  "we  can't  just 
throw  money  at  problems." 

Across  town,  Rudolf  Gouws,  chief 
economist  at  the  Afrikaner  Establish- 
ment's Rand  Merchant  Bank  and  confi- 
dant of  Finance  Minister  Derek  Keys, 
takes  a  call  from  ANC  economic  adviser 
Lieb  Loots,  a  Cape  Town  academic-,  and 
arranges  breakfast  to  discuss  govern- 
ment spending.  It's  the  latest  in  dozens 
of  contacts  that  have  narrowed  the  gap 
between  largely  white-controlled  busi- 
ness and  the  soon-to-be  rulers.  Recalling 
that  he  first  met  ANC  economists  in  1989 
in  Lausanne,  when  it  was  still  illegal  to 


do  so  at  home,  Gouws  says:  "They've 
shown  a  huge  change  in  thinking." 

More  may  ride  on  this  knitting  of  ec- 
onomic interests  than  on  the  Apr.  27 
election  itself.  From  that  day  on,  the 
new  Government  of  National  Unity,  like- 
ly to  be  dominated  by  the  ANC,  will  be 
under  constant  pressure  from  its  black 
constituents  to  spend  money  to  make 
up  for  four  decades  of  apartheid.  The 
demands  will  range  from  easing  45%  un- 
employment, to  overhauling  a  badly 
stunted  school  system,  to  upgrading  en- 
tire black  townships  lacking  even  indoor 
plumbing  and  electricity.  But  the  govern- 
ment will  have  to  tread  carefully  so  as 
not  to  frighten  off  the  local  businesses 
and  foreign  investors  that  are  the  best 
bets  to  help  pay  for  ft  pRO  AN£ 
the  job.  Managing  pressure  to 
these  conflicting  po-  spend  money 
litical  and  economic  on  jobs, 
pressures  will  require  houshIo 
deft  work  on  the  WIU  be  fierce 
part  ot  likely  Presi- 
dent Nelson  Mandela  and  his  key  aides. 
DEEP-SEATED.  The  ANC  has  already  pro- 
duced an  economic  blueprint  with  its  al- 
lies in  the  Congress  of  South  African 
Trade  Unions.  And  it  has  sold  the  con- 
cept, if  not  all  the  details,  to  business. 
Indeed,  the  business  community  and  the 
left-of-center  ANC  government-in-waiting 
are  surprisingly  close  on  the  main 
points.  "There's  a  deep-seated  under- 
standing among  ANC  economists  that  the 
main  thing  is  growth,"  says  Bobby  God- 
sell,  a  director  of  Anglo  American  Corp., 
the  country's  largest  conglomerate. 

A  consensus  is  already  emerging 
among  the  two  groups  on  the  broad  out- 
lines of  economic  policy.  These  include 
central  bank  independence,  fiscal  disci- 
pline, trade  liberalization,  and  the  avoid- 
ance of  tax  hikes.  That's  a  long  way 
from  the  socialist  pronouncements  de- 
livered by  ANC  leaders  as  they  returned 
from  exile  and  walked  out  of  prison  in 
1990.  But  with  the  collapse  of  commu- 
nism and  the  prospect  of  taking  power 
growing  more  real,  the  AN'c  leaders 


grew  more  pragmatic.  Talk  of  natil 
ization  has  given  way  to  discussioj 
easing  the  mining  industry's  tax  bum 
if  that  will  lead  quickly  to  more  m 
The  ANC  "isn't  going  to  nationalize! 
thing,"  says  Gouws.  "They  might 
privatize  a  thing  or  two."  Some  3(1 
South  Africa's  assets  are  in  state  hi 
At  the  same  time,  business  lea 
have  come  to  accept  that  a  new 
eminent  will  have  to  improve  the 
living  standards  of  the  mostly 
poor.  Now,  the  overall  strategy 
more  like  contemporary  Mexican-B 
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FACE  DEEP 
PROBLEMS... 


WAGE  DIS 
ARE  W 


AVERAGE  H 
MANUFACTUR 

BLACK 


WHITE 


DATA  SOUTH  AFRICAN  INSTITUTE  OF  RACE  RELATIONS 
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erity  than  a  1960s-style  Third  World 
are  state. 

Tiile  the  ANC  has  a  "New  Deal"  plan 
a  massive  reconstruction  program 
uild  houses,  electrify  townships,  and 
te  jobs,  leaders  vow  they  can  fund  it 
in  snug  budgetary  guidelines.  Al- 
gh  the  price  tag  is  put  at  $11  billion 
ipital  investment  alone,  planners  in- 
that  much  of  that  money  can  be 
■ezed  from  the  "post-apartheid  divi- 
1"  —money  redeployed  from  defense 
from  duplicative  apartheid  bureau- 
es.  But  ANC  policymakers  acknowl- 


edge that  a  lot  of  luck  and  even  some 
"voodoo  economics"  will  be  needed  to 
meet  these  targets. 

A  taste  of  the  new  austere  tone  came 
in  mid-April,  when  Jay  Naidoo,  who  will 
head  up  the  reconstruction  effort,  told  a 
group  of  educators  that  last  year's  bud- 
get of  $6.5  billion  for  the  country's  entire 
education  system  was  "more  than 
enough  money.  Now,  tell  us  how  you 
can  deliver  a  better  product."  As  the 
former  top  leader  of  the  militant  trade 
union  federation,  the  charismatic  Nai- 
doo is  one  of  the  new  leaders  who  can 


credibly  make  such 
demands. 

To  be  sure,  the  con- 
sensus is  still  fragile.  It 
could  be  easily  shattered 
by  more  violence.  Con- 
tinued conflict  in  Natal 
could  sap  precious  re- 
sources. Says  U.  S.  Am- 
bassador to  South  Afri- 
ca Princeton  N.  Lyman: 
"I  would  hate  to  see  the 
new  democracy  spend 
more  on  security  than  on 
development." 
prowling.  Renewed  vio- 
lence would  also  scare  off 
investors,  exacerbating 
capital  flight,  estimated 
at  $4.5  billion  in  1993, 
and  offsetting  a  healthy 
$5.4  billion  trade  surplus. 
In  March,  the  decline  in 
gold  and  foreign  ex- 
change reserves  contin- 
ued, as  they  dropped  by 
more  than  10%,  to  $2.25 
billion. 

What's  more,  the  ANC 
is  relying  heavily  on  an 
inflow  of  funds  to  finance 
its  ambitious  plans  to 
meet  blacks'  expectations 
for  quick  results.  If  those 
are  not  forthcoming, 
leaders  will  be  pressured 
to  finance  their  new  pro- 
gram, called  the  Recon- 
struction &  Development 
Program  (KDF)  through 
stiff  tax  increases  or  def- 
icit spending,  which  would  in  turn  fur- 
ther damage  investor  confidence.  Warns 
Finance  Minister  Keys:  "The  rdp  has 
to  show  it  can  help  a  lot  of  people.  But 
it  still  must  be  responsible,  otherwise 
confidence  will  be  lost  and  there  will  be 
no  growth." 

So  far,  Americans  are  reserving 
judgment  about  South  Africa's  transi- 
tion. Sanctions  came  off  just  as  U.  S. 
fund  managers  were  prowling  for  high 
yields  in  emerging  markets,  and  the  Jo- 
hannesburg Stock  Exchange  saw  a  brief 
boom  last  fall.  But  foreign  buvers  have 
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become  jittery  in  the 
tense  weeks  leading  up  to 
the  election.  And  while 
such  U.  S.  companies  as 
Digital,  Reebok,  and  Mo- 
torola have  set  up  sales 
offices,  few  manufacturers 
are  sinking  capital  into 
new  factories.  Still,  Roger 
Crawford,  president  of  the 
American  Chamber  of 
Commerce  in  South  Africa 
and  director  of  a  big  U.  S. 
health-care  company,  says 
companies  are  starting  to 
visit,  "looking  beyond  the 
ups  and  downs." 

While  making  suppor- 
tive noises,  Washington 
doesn't  seem  likely  to 
cough  up  big  money  for  the  new  South 
Africa.  So  far,  plans  are  for  $30  million 
in  guaranteed  loans  for  mortgages  for 
low-income  housing  and  the  creation  of  a 
Southern  Africa  Enterprise  Fund  to 
seed  small  private  ventures. 
IN  STEP.  Fortunately  for  South  Africa's 
new  leaders,  they  are  taking  power  as 
the  country  emerges  from  a  crushing 
four-year  recession.  Most  macroeconom- 
ic  fundamentals  are  perking  up.  After 
years  of  drought,  agricultural  produc- 
tion is  up  for  the  second  year,  adding  a 
percentage  point  to  the  gross  domestic 
product,  which  is  expected  to  grow  by 
3.5%  this  year.  And  with  a  world  re- 
covery getting  under  way,  South  Africa's 
nongold  exports  to  its  major  trading 
partners  were  up  6%  in 
1993  over  1992. 

As  the  handover  ap- 
proaches, South  Africa 
has  been  gradually  easing 
out  of  25  decades  of  isola- 
tion and  getting  in  step 
with  the  world  economy. 
Recently,  it  signed  onto 
the  General  Agreement 
on  Tariffs  &  Trade,  com- 
mitted itself  to  the  scruti- 
ny of  the  International 
Monetary  Fund,  and  ap- 
plied to  the  U.  S.  for  fa- 
vorable trade  treatment. 
A  $400  million  bond  offer- 
ing in  the  U.  S.,  Europe, 
and  Japan  could  be 
cinched  before  the  end  of 
1994. 

Planners  are  con- 
vinced, though,  that  an 
export-promotion  strategy 
is  key  to  growth.  To  that 
end,  they  Inve  delved 
into  studies  of  key  indus- 
trial sectors  with  a  view 
to  fashioning  a  kind  of  in- 
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dustrial  policy.  One  target  for 
overhaul  will  be  the  highly  pro- 
tected auto  industry. 

As  South  Africa  reopens  to 
the  world  economy,  its  relatively 
high  labor  costs  are  likely  to  come  under 
pressure,  creating  a  serious  political  is- 
sue. The  labor  movement  is  a  powerful 
force  in  South  Africa.  Years  before  the 
ANC  was  unbanned,  the  1.5  million-mem- 
ber Cosatu  engaged  with  business  in 
consensus  problem-solving  on  workplace 
issues.  Although  formally  allied  with  the 
ANC,  Cosatu  won't  want  to  see  its  mem- 
bers hurt.  The  potential  for  conflict 
could  be  eased  by  the  fact  that  Cosatu 
and  its  affiliates  will  have  close  links 
with  the  new  government:  More  than  20 


TOWNSHIP  VIOLENCE: 
CONTINUING  CLASHES 
COULD  SAP  PRECIOUS 
RESOURCES  AND 
SCARE  OFF  INVESTORS 


WER  BROKERS  IN  THE  NEW  REGIME 


RAMAPHOSA  Likely  to  win  the  post  of 
President.  Front-runner  in  the  ANC  to 
lly  succeed  Nelson  Mandela. 

MBEKI  Tops  the  list  for  Finance  Minister, 
rate,  he'll  face  populist  pressure  to  spend 
al  programs. 

RIS  STALS  Governor  of  the  Reserve  Bank  and 
country's  most  important  technocrat.  Has  run  a 
t  monetary  ship  since  1989  and  will  be  retained 
ANC  to  reassure  foreign  investors. 

,Y  NAIDOO  Skilled  negotiator  from  the  labor 
ment.  He's  in  line  for  the  key  job  of  managing 
nstruction  &  Development  Program. 

E  SLOVO  Former  Communist  Party  head  and 
st-known  white  ANC  leader.  Likely  to  get  Justice 
Police  Ministry,  where  he'll  need  his  radical 
redentials  to  bargain  with  ANC  militants. 

F.W.  DE  KLERK  Former  President  is  likely  to  get 
high-ranking  ceremonial  post  in  the  new  government 
as  a  display  of  national  unity. 


of  their  senior  officials  :i 
ANC  election  candidate! 

Big  business,  too,  is  I 
der  pressure  to  adapt  | 
the  new  era.  Last  morl 
Anglo     American  I 
nounced  plans  to  sell  I 
to   black   business  I 
more  than  $1  billion! 
gold  and  industrial  intl 
ests  of  its  subsidiary,  I 
hannesburg  Consolidal 
Investments.  Other  lal 
companies  talk  enthusi 
tically  of  subcontract 
to  small  black  busines: 
And  blacks  are  being 
moted  into  senior  po: 
So  far,  union  and 
leaders  aren't  insisting 
strict  affirmative  act 
quotas.  But  if  compar 
are  slow  to  change 
untarily,  quotas  could 
be  imposed. 
Still,  it  will  take  decades  before 
economic  consequences  of  apartheid 
eliminated.  "Our  people  don't  know 
difference  between  cash  flow  and  pro 
says  an  official  of  the  Get  Ahead  Fc 
dation,  which  promotes  small  busin 
development.  There  is  also  a  vast  ch 
to  be  bridged  between  the  new  ru 
and  the  public  servants  of  the  old 
gime  on  whom  the  new  government 
still  depend.  Says  ANC  economics 
cial  Mboweni,  who  has  had  dealings  v 
some  of  the  latter:  "When  we  ask  tl 
to  do  something  differ 
they  say  Yes'.  But 
go  off  and  do  it  the  s; 
old  way." 

For  Rebecca  Mat! 
la,  a  salesperson  at  I 
'n'  Pay  supermarket, 
issues  are  much  simp 
She  lives  in  a  cram 
three-room  home 
seven  other  family  m 
bers  in  Alexandra 
crowded,  crime-rid 
black  township  on 
outskirts  of  Joham 
burg.  "All  I  want 
three-bedroom  house  a 
indoor  plumbing 
some  privacy,"  she 
Matlakala  and  million 
others  will  only  ha\ 
shot  at  seeing  such  n 
est  dreams  fulfilled  if 
ANC  and  its  partners 
tinue  to  play  their  cj 
with  skill  and  restraii 
By  Elizabeth  We 
and  Alan  Fine 
Johannesburg 
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.ASH  AND  EARN 
M  THE  CONTINENT 


ope  is  competitive  again,  and  this  year  looks  like  a  winner 


>ne  by  one,  the  bosses  of  Eu- 
rope's big  companies  are  mount- 
ing podiums  to  announce  their 
!  financial  results.  Few  have  a 
ice  in  their  step.  Last  year  was 
y  bad,"  said  a  grim-faced  Jean  Gan- 
chairman  of  French  aluminum  giant 
liney,  who  on  Apr.  19  disclosed  a 
million  loss.  The  ink  flowed  even 
ler  at  Daimler  Benz,  Michelin, 
ay,  and  dozens  of  other  industrial 
ers.  Moreover,  the  collapse  of  Ger- 
y's  Schneider  property  developer  is 
ading  fears  of  new 
ibles  for  Europe's 
is  (page  48). 
et  the  wave  of  bad 
s  masks  a  happy  re- 
I  European  indus- 
is  on  the  mend  after 
/orst  battering  since 
■Id  War  II.  Many 
panies  are  forecast- 
better  bottom  lines 
year.  Much  of  the 
it  increase  will  come 
i  earlier  cost-cut- 
Beyond  that, 
iks  in  large  part  to 
ng  export  demand, 
panies  in  just  about 
*y  sector  have  en- 
d  an  upturn  in  re- 
weeks.  After 
lg  0.6%  in  1993,  Eu- 
i's  economy  is  start- 
a  modest  turn- 
ind,  with  growth 
icted  to  reach  1.3% 
year  and  2.1%  in 

<  yen.  That  is  far 
i  what's  needed  to 
unemployment  in 
>pe,  where  a  binge 
structuring  has  pushed  the  jobless 
to  10.9%.  However,  the  cost-cutting 
arting  to  pay  off  big  for  corporate 
ris  (chart).  In  Germany,  productivity 
ip  6%  in  the  past  year  with  no 
/th  in  wages.  "We  have  a  signifi- 
ly  lower  cost  base,"  says  Manfred 
leider,  chairman  of  chemical  giant 
jr.  After  four  years  of  steadily 
ig  profits,  he  hopes  for  a  20%  jump 
year. 

though  the  paring  isn't  over,  Eu- 
is  now  emerging  as  a  more  serious 
aetitor  to  the  U.  S.  and  Japan. 


Japanese  auto  makers  that  expected  to 
move  quickly  into  the  European  mar- 
ket "will  be  hard-pressed  to  make  their 
[government-negotiated]  quotas  this 
year,"  says  John  K.  Lawson,  analyst  at 
DRl/McGraw-Hill  in  London.  European 
cars  are  cheaper— especially  since  the 
yen  has  risen  30%  in  the  past  18  months 
against  the  ecu,  a  basket  of  European 
currencies. 

Carmakers  are  poised  for  a  profit 
turnaround.  Of  the  six  big  European 
producers,  only  Renault  and  General 


Michelin  will  likely  earn  $200  million  or 
more  this  year,  compared  with  a  $625 
million  loss  in  1993.  Other  auto  suppliers, 
such  as  Pirelli  and  Valeo,  also  expect  a 
better  year. 

NO  new  jobs.  European  exporters  are 
getting  a  boost  from  the  U.  S.  and  Asia. 
On  Apr.  18,  Alsthom  clinched  a  $2.1  bil- 
lion contract  for  a  South  Korean  high- 
speed train  system.  Europe's  steelmak- 
ers are  boosting  shipments  to  the 
U.  S.— despite  dumping  duties  imposed 
last  year— because  American  producers 
are  nearing  capacity.  Analysts  say 
strong  exports  and  rising  prices  will 
lead  to  vigorous  profit  upturns  in  chem- 
icals, metals,  building  materials,  and  pa- 
per. Belgian  chemical  producer  Solvay 
thinks  overseas  demand  for  its  plastics— 
along  with  its  9%  workforce  reduction  in 
the  past  two  years— will  help  it  turn  a 
1993  loss  of  $197  million  into  a  $106  mil- 
lion profit  this  year. 


49% 


GOING  STRONG: 
METALS,  PAPER, 
CHEMICALS,  AND 
AUTO  SUPPLIES 


Motors  made  money  in  1993. 
This  year,  Peugeot  should  join 
their  ranks.  Mercedes-Benz 
and  Saab  also  are  likely  to  en- 
ter the  black.  Ford  of  Europe  may  break 
even,  and  losses  should  lessen  at  Volks- 
wagen and  Fiat,  predicts  Lawson. 

Governments  worried  about  jobs  are 
helping.  On  Apr.  12,  Spain  cut  its  car 
tax  by  $700  for  consumers  who  junk  a 
10-year-old  vehicle.  That,  plus  a  $900 
French  government  rebate,  will  help 
boost  Europe's  auto  sales  this  year  by 
300,000  cars,  say  industry  executives. 


Although  bourses  are  down 
so  far  this  year,  the  cheerier 
outlook  for  industry  spells 
stronger  markets  ahead,  many 
experts  believe.  "Lots  of  stocks  that  look 
fully  valued  now  will  seem  less  so  when 
earnings  come  out,"  says  Mike  Young,  di- 
rector of  European  investment  strate- 
gy for  Merrill  Lynch  &  Co. 

Not  all  companies  face  a  quick  up- 
turn, however.  The  main  laggards  will 
be  those  that  depend  on  Old  World  mar- 
kets, especially  in  consumer  goods.  "Con- 
sumer confidence  remains  depressed," 
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Introducing  A  Comf 
Well  Engineerei 
Actually  Improves  V 


One  of  the  most  impressive 
features  of the  Deskpro  XI 


'I'- 
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hhhl 
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abih 

flexibihlj  (andcountl, 
other  Compaq  engineered 
abilities)  are  dll  designed 
to  protect  \our  investment 


It's  showtime  Spectaculat 
grophie*  capabilities  we 
built  into  the  Deskpro  \l. 
combined  mf/i  the  VESA 
Ui  anced  Feat  tire  (.  onm\  - 
tor.  lav  the  groundwork  for 
high  end  design  nork  jnJ 
i  tdeo  conferencing 


If  you  use  a  powerful  computer,  you  know  how 
it  works:  The  clay  you  bought  your  last  machine 
was  the  day  you  started  thinking  about  your 
next  one.  For  that  reason,  we'd  like  to  introduce 
you  to  a  computer  you  can  always  look  forward 
to -the  new  Compaq  Deskpro  XL. 

Basically,  we've  designed  the  Deskpro  XL  to 
be  everything  you  could  ever  want  in  a  high- 
performance  desktop  computer. 
A  new  high  at  the  high  end.  So 
not  onlv  did  we  build  in  our  own 
industry-leading  technologies,  we 
added  the  flexibility  and  expandability  that  will  make  it  possible 
for  you  to  take  advantage  of  advances  still  to  come. 

Deskpro  XL's  powerful  PCI  local  bus,  with  integrated  32-bit 

Fast  SCSI-2  and  Ethernet  capa- 
bilities, lets  you  add  the  most 
advanced  features -while  its 
EISA  slots  offer  compatibility 
with  the  thousands  of  existing 
options.  You  also  get  super-fast  QVision  PCI  graphics  with  crisp 
1280  x  1024  resolution.  So  with  the  Deskpro  XL, 
you  enjoy  maximum  performance  today,  with  a 
door  wide  open  for  future  growth. 

Standard  equipment,  of  course,  includes  the 
Compaq  commitment  to  quality,  dependability 
and  value.  Which  comes  in  the  form  of  our  free 
three-year  warranty'  and  our  free  seven-day, 

24-hour  support. 

We  invite  you  to  experience  the 
Deskpro  XL  today  at  your  nearest 
authorized  Compaq  reseller.  Or,  to  receive  more  details  via  lax, 
call  us  at  1-800-345-1518,  select  the  PaqFax  option  and  request 
document  #4052.  You'll  find  that 

the  future  has  never  looked  better.  COMPAQ. 


I  1994  Compaq  Computer  Corporation  Ml  Rights  Reserved  Compaq  and  Deskpro  Registered  U  S  Patent  and  Trademark 
Office,  VocaKst  is  a  trademark  and  PaqFax  is  a  scrvue  mark  of  C  ompaq  Computer  Corporation  Headline  News  is  a  registered 
service  mark  ol  Cable  News  Network,  Ini  Pentium  ami  the  Intel  Inside  logo  are  registered  trademark-.  <■!  Intel  Corp*  iratiofl 
"Certain  restriction*  and  exclusions  mat  appl\  Monitors,  batter*  paiks  and  tertam  options  are  covered  by  a  one-year  war 
raniv  Call  the  Compaq  Customer  Support  Center  and  select  the  PaqFax  option  lor  more  details 


/r\/jvr  Oh.  is  n  fast  And  the  good  news  is,  it  will  onh 
get  faster  The  Deskpro  XI  \  aduinced  architecture  makes 
it  eas)  to  upgrade  to  future  processors  -  so  \  ou'll  he  able 
to  bu,  more  speed  n  tthout  bu\  mg  a  new  computer 


The  Deskpro  \l  make 
upgrading  a  lot  easier 
with  us  Plug  and  PIa\ 
capabilities  Sen  icing 
is  a  .nap,  too  -  no 
s-pcctal  tools  reauired 


Our  Vocalyst  keyboard 
has  a  built-in  tpeaker, 
mii  rophone  and  Lontrols 
for  Husmess  Audio  -  so 
the  complete  power  of 
business  communication 
will  always  be  right  ai 
l  our  fingertips 


says  Anthony  Greener,  chairman  of 
Britain's  Guinness  PLC.  "Our  prospects 
will  he  constrained  until  it  improves." 
He  expects  only  "modestly"  better  prof- 
it this  year,  mainly  from  cost-cutting. 

Consumer  worry  isn't  surprising,  giv- 
en stubborn  unemployment  that  proba- 
bly hasn't  peaked  yet.  Economist  Jiirgen 
Pfister  at  Germany's  Commerzbank 


thinks  workers  can't  hope  for  much  new 
hiring  until  late  next  year.  Banks,  too, 
should  find  little  cheer  this  year.  Cus- 
tomer bankruptcies— which  typically 
mount  as  recessions  climax— may  pro- 
duce weighty  reserves  for  bad  loans. 

Still,  most  of  Europe's  beleaguered 
companies  see  a  brighter  year  before 
them.  "Now  our  head  is  above  water," 


says  Cesare  Romiti,  chief  executive 
Fiat,  which  lost  less  money  than  ] 
pected  in  the  first  quarter.  That's  ha 
ly  a  rousing  recovery.  Still,  it's  the  H 
of  news  European  business  has  bj 
craving  for  a  long  time. 

By  Stewart  Toy  in  Paris,  with  j\ 
Flynn  in  London,  Patrick  Oster  in  B\ 
sels,  and  bureau  reports 


EUROPE  I 


WHAT  SCHNEIDER 
LEFT  BEHIND 


A  real  estate  tycoon  bolts — and  the  ensuing  scandal  has  Germany  reeling 


As  someone  who  looked  like  a 
risky  bet,  Jiirgen  Schneider 
could  have  stepped  straight  out 
of  Hollywood  central  casting.  The  guy 
swiftly  parlays  a  small  grubstake  into  a 
multibillion-dollar  real  estate  empire.  He 
lives  in  a  castle,  drives  a  bulletproof 
car,  and  sports  an  obvious  toupee. 
Worse,  he  is  regularly  sued  by  subcon- 
tractors for  not  paying  his  bills.  So  when 
Schneider  disappeared,  leaving  more 
than  $3  billion  in  debts,  you've  got  to 
wonder  why  no  one  saw  it  coming. 

That's  the  question 
haunting  executives  at 
such  giants  as  Deutsche 
Bank.  But  a  bigger 
question  looms:  What 
other  problems  are  lurk- 
ing in  the  loan  portfo- 
lios of  Germany's  banks? 

The  managers  of 
those  portfolios  aren't 
saying.  And  Germany 
has  no  equivalent  of  Ca- 
nary Wharf,  the  huge 
London  development 
whose  public  struggles 
foreshadowed  Britain's 
real  estate  bust.  But  the 
signs  are  accumulating 
that  Germany  may  be 
headed  for  its  own  ver- 
sion of  a  real  estate 
bubble— not  the  kind 
that  shook  Britain,  Japan,  or  the  U.  S., 
but  one  with  troubling  implications 
nonetheless.  Says  Manfred  Piontke,  bank 
analyst  at  Bank  Julius  Bar,  "[Schnei- 
der's] bankruptcy  is  not  the  last  one." 
NOT  NORMAL.  Schneider's  collapse  oc- 
curred as  other  German  businesses  were 
struggling.  In  January,  bankruptcies  of 
all  kinds  were  up  22.8%  from  the  year 
before  in  western  Germany  and  99.2%  in 
eastern  Germany.  Such  conditions  don't 
bode  well  for  real  estate.  In  Frankfurt  at 
the  end  of  1993,  prime  office  space  was 
going  for  $44  a  month  per  square  meter, 


down  from  $55  in  1991.  In  Leipzig,  rents 
were  44%  lower  than  in  1991. 

Germany's  conservative  banking  sys- 
tem is  supposed  to  discourage  over- 
building. Bank  lending  to  commercial 
developers  is  only  2%  to  3%  of  total 
lending,  compared  with  some  12%  in 
Britain  just  before  the  real  estate  crisis 
in  1989." 

But  these  have  not  been  normal  times 
in  Germany.  After  reunification,  newly 
devised  tax  breaks  for  building  and  ren- 
ovating in  the  eastern  sector  sparked  a 


A  SCHNEIDER 
PROPERTY  IN 
FRANKFURT:  HE 
OWES  $3  BILLION 


flurry  of  building,  much  of  it  ill-con- 
ceived. The  relative  freedom  of  some 
German  banks  to  make  loans  also  fu- 
eled the  building  boom.  German  mort- 
gage banks  cannot  lend  more  than  50% 
of  the  market  value  of  a  property.  But 
commercial  banks  are  not  so  limited: 
Some  lent  at  80%  to  120%  of  the  market 
values  of  properties.  "Why  be  skeptical 
if  you  have  collateral  for  what  you 
lend?"  adds  Ulrich  Ramm,  executive 
vice-president  at  Commerzbank,  which 
has  $76.5  million  in  loans  to  Schneider. 
Yet  estimating  real  estate  values  can 


be  tricky  when  the  rent  potential  ( 
development  changes  dramatically.  "\ 
often,  [the  banks']  assessments  did 
reflect  swift  movements  in  the  mark 
says  Jeremy  B.  Stewardson  of  intei 
tional  property  consultants  Jones  Li 
Wootton.  Bank  profits  in  Germany  ci 
suffer  this  year  if  more  developers 
fault  on  loans  based  on  the  exaggera 
rent  potential  of  properties. 

It's  unclear  how  diligent  the  ba 
were  in  sniffing  out  potential  probla 
Schneider,  for  example,  may  have  o 
stated  the  rents  he  expected  to  cha 
thus  qualifying  for  higher  loans.  Ye] 
kept  getting  funded.  "German  ba 
have  had  such  a  good  record  that 
rather  embarrassing,"  says  Matt] 
Czepliewicz,  European  bank  analys 
CS  First  Boston  in  London.  "You  hav 
wonder  whether  Deutsche  Bank 
where  the  ultimate  liability 
Deutsche  Bank,  which  has  $700  mi 
in  loans  outstanding 
Schneider,  accuses 
contractor  of  fraud. 

While   the  banl 
wonder    which  o 
clients  will  embar 
them,  the  politicians 
bracing  for  the  poli 
fallout  of  the  Schne 
affair.  Chancellor 
mut   Kohl   has  ui 
banks  to  reimburse 
hundreds  of  subcom 
tors  whom   Schne  ; 
had  not  paid— a 
move  to  prevent  tj= 
sands  of  layoffs  di  ! 
election  season. 

But  Kohl  cannot 
pair  all  the  poli 
damage  in  the  < 
where  ordinary  citi 
are  disgusted  with  continued  ineqi 
ties  and  pockets  of  staggering  ui 
ployment.  "There's  a  huge  loss  of  tr 
says  Reinhard  Buhl,  a  lawyer  rt 
senting  200  mostly  eastern  building 
structors,  who  has  fought  Sehneid< 
court  more  than  a  dozen  times  for 
payments.  "They  see  Schneider  an< 
lieve  capitalist  Westerners  are  all  fr 
who  don't  fulfill  promises."  Schnei 
legacy  could  be  a  lot  worse  than 
empty  buildings. 

By  Karen  Lowry  Miller  in  Bonn, 
Deborah  Wise  in  Berlin 
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Is  a  comeback  to  rival  that  of  Lazarus.  Michael  Heseltine, 
Britain's  Trade  &  Industry  Minister  and  the  man  who 
)rought  down  Margaret  Thatcher  in  1990,  is  again  the 
ing  contender  to  be  Prime  Minister  if,  as  widely  expected, 
hapless  John  Major  leaves  office.  In  the  event  that  Hes- 
te  replaces  his  friend  at  No.  10  Downing  Street,  there 
d  be  lasting  consequences  for  Britain's  position  in  the 
opean  Union.  It  would  also  give  British  industry  a  re- 
:ted  spokesman  in  world  markets  and  might  even  bring 
ility  to  capital  markets,  which  suspect  that  Major's  gov- 
nent  recently  cut  interest  rates  to 
;t  its  flagging  popularity, 
lmost  all  pundits  agree  a  leadership 
lge  is  coming.  Major  can't  be  forced 
until  November,  when  a  new  ses- 

of  Parliament  begins.  But  he  may 
?n  as  early  as  July  to  avoid  a  bitter 
,est.  At  least,  that's  what  the  key 
■ers  seem  to  think.  Heseltine,  to- 
ler  with  Chancellor  of  the  Exchequer 
neth  Clarke  and  Treasury  Secretary 
lael  Portillo,  is  already  running  an 
'ficial  campaign  in  the  media  and  in 
1  party  back  offices. 
,ked  OUT.  Pollsters  say  Heseltine  has 
ntly  emerged  as  the  only  serious  candidate.  "The  public's 
up  with  John  Major,  and  Heseltine  is  the  only  star  that's 
ig,"  says  Robert  M.  Worcester,  a  Market  &  Opinion  Re- 
■ch  International  pollster. 

millionaire  publisher  who  was  Environment  Minister 
Defense  Minister  under  Thatcher,  Heseltine  stalked  out  of 
cabinet  in  1986  and  then  engineered  her  fall  four  years  lat- 
Thatcher  made  sure  he  didn't  replace  her.  But  Major 
:e  Heseltine  to  head  Trade  &  Industry,  where  he  has 

kudos  from  business.  Better  cooperation  between  business 

government  in  finding  new  export  markets  will  be  a 
3ltine  trademark,  if  he's  elevated. 


Widely  viewed  as  the  most  pro-Europe  member  of  the 
Cabinet,  Heseltine  has  lately  been  bashing  Brussels  to  placate 
the  right  wing  of  the  party.  But  one  friend  says:  "He  hasn't 
changed  his  stripes.  He's  as  pro-Europe  as  ever."  He'll  prob- 
ably make  Britain  more  of  a  team  player  in  European  af- 
fairs—turf he  must  tread  carefully,  since  British  voters  remain 
wary  of  European  meddling. 

resurrected.  Just  six  months  ago,  Heseltine  seemed  to  be  fin- 
ished. He  committed  a  political  blunder  in  proposing  to  shut 
down  what's  left  of  the  coal  industry,  thereby  threatening  the 
jobs  of  thousands  of  miners  in  the  midst 
of  a  recession.  Last  summer,  he  suffered 
a  heart  attack  while  on  holiday  in  Venice, 
and  many  wrote  his  political  obituary  at 
the  time.  But  at  61,  and  with  a  full  shock 
of  hair  that  has  earned  him  the  nick- 
name Tarzan,  Heseltine  is  back  as  a  force 
and  now  seems  accepted,  if  not  forgiven, 
even  by  Thatcherites. 

Meanwhile,  Major  is  trying  to  hang 
tough,  hoping  that  Britain's  being  No.  1  in 
Europe  in  economic  growth  will  save  his 
hide.  Yet  the  Conservatives  will  likely 
take  a  drubbing  in  local  elections  on  May 
5  and  in  European  Parliament  elections 
on  June  9,  and  these  may  be  Major's  undoing.  The  Conser- 
vative Party  is  so  unpopular  that  only  27%  of  voters  say 
they  would  vote  Tory  today.  Why?  The  recovery  still  doesn't 
feel  like  one:  46%  of  all  voters  worry  about  losing  a  job  soon. 

Major's  not  the  only  one  in  the  doghouse.  Most  European 
politicians  are  mistrusted  today— as  workers  grumble  over 
the  slow  pace  of  recovery  and  the  steady  loss  of  jobs  to 
cheaper-labor  countries.  Voters  are  turning  away  from  in- 
cumbent politicians  in  France,  Germany,  Italy,  and  elsewhere. 
For  now,  it  seems  British  voters  have  an  alternative  in  Hes- 
eltine—but  it's  a  fickle  electorate  he's  playing  to. 

By  Paula  Dwyer  in  London 


tBALWRAPUPI 


INCE  REJOINS  NATO 


ranee  made  big  news  in  the  mid- 
'60s,  when  President  Charles  de 
llle  took  French  troops  out  of  the 
imand  structure  of  the  North  At- 
tic Treaty  Organization  in  a  bid  for 
re  independence.  In  the  past  few 
nths,  however,  France  has  quietly 
n  putting  them  back.  French  war- 
les,  answerable  to  a  NATO  comman- 
,  are  among  those  in  line  to  make 
lbing  runs  over  Bosnia, 
'art  of  this  unannounced  switch 
tis  from  France's  experience  in  the 
sian  Gulf  war,  when  French  troops 
)peration  Desert  Storm  put  them- 
fes  under  U.  S.  command  after  they 


found  their  own  logistics  and  intelli- 
gence capabilities  were  inadequate.  But 
what  sealed  the  change  was  U.  S. 
agreement  at  the  January  NATO  sum- 
mit to  let  the  European  Union's  de- 
fense arm  use  NATO's  assets,  in  ex- 
change for  closer  French  military  ties 
with  the  alliance. 

BERMUDA  STOCK  EXCHANGE  

Attempting  to  capitalize  on  its 
standing  as  a  major  tax  haven  and 
center  for  offshore  corporations,  Ber- 
muda is  laying  plans  for  an  interna- 
tional stock  exchange  to  be  open  24 
hours  a  day. 

Bermuda's  current  bourse  lists  a 
handful  of  local  companies,  but  Cum- 


mings  Zuill,  a  bank  executive  and 
chairman  of  the  Bermuda  International 
Business  Assn.,  says  the  new  exchange 
might  initially  seek  to  attract  some  of 
the  several  hundred  Hong  Kong  com- 
panies—including giant  Jardine  Mathe- 
son  Holdings  Ltd.— that  have  switched 
their  legal  domicile  to  Bermuda  in  an- 
ticipation of  Beijing's  1997  takeover  of 
the  colony.  Reflecting  Bermuda's  long- 
time preference  for  industry  self-regu- 
lation over  government  control,  Zuill 
says  the  exchange  would  "take  the 
best"  securities  rules  while  "leaving  off 
the  worst  controls  and  practices"  that 
sometimes  hamper  trading  on  other 
markets.  The  exchange  could  begin 
trading  as  early  as  1995. 


TIONAL  OUTLOOK 
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Because  there  are  some  things 
you  can't  put  a  price  on, 

LeSabres  safety  features  are  standard. 

Driver  and  passenger  air  bags.  Anti-lock  brakes.  A  steel 
safety-cage  body  unit.  And  a  range  of  other  safety/features, 
designed  both  to  help  you  avoid  collisions  and  to  help  , 
^^^^^*55^^^.__  protect  you  should  one  occur.  You  can't- buy  a 

_        LeSabre  without  them.  To  learn 
^^^^        more,  call  1-800-4A-BUICK. 


44 


he  bigone,  the  one  I'll  never  forget  was  on  the  1 8th  hole  at  Pebble  Beach  during 
final  round  of  the  1 992  U.S.  Open.  The  course  was  set  up  in  typical  U.S.  Open  fashion-narr 
fairways,  high  rough  and  hard,  fast  greens.  Although  I  had  a  two-stroke  lead  standing 


"Two  of  my  most 


the  18th  tee,  1  was  facing  the  Pacific  Ocean  on  the  left  with  a  30-mile-per-hc 
crosswind.  Suddenly  that  lead  didn't  feel  so  comfortable.  The  18th  is  a  548-yard  par  f 
and  I  realized  to  win  the  Open,  1  had  to  have  a  par.  No  small  trick  under  th 
weather  conditions.  The  previous  three  rounds  I'd  played  it  conservatively,  usin 
3  wood  off  the  tee.  But  that  day  1  needed  more. 
So,  1  told  my  caddie  to  give  me  the  driver.  I 
thought  he  was  going  to  argue  with  me,  but  all 
he  said  was:  "J  like  it."  So,  1  took  my  driver  and 
hit  what  my  caddie  later  called  the  best  drive  of  the  tournament.  A  drive 
so  gorgeous,  you  don't  even  have  to  watch  where  the  ball  lands.  You  just 
pick  up  the  tee  and  start  walking,  h  was  well  over  280  yards,  straight 
down  the  middle.  1  got  my  par  and  became  the  1992  U.S.  Open  Champion. 


USA 

OOO 


was  driving  Chrysler  products  long  before  I  had  any  professional  association  with  the 
pier  Corporation.  My  wife  and  I  discovered  their  minivans  years  ago.  (With  three 
Iren,  including  twin  boys,  it  was  a  fortunate  discovery.)  We've  owned  three  Chrysler 
vans  including  our  current  one:  the  Plymouth  Voyager.  I  also  own  a  Chrysler  Concorde, 
h  I  will  admit,  I  didn't  pay  for.  I  won  it  in  the  Bob  Hope  Chrysler  Classic.  Recently,  the 
at  Chrysler  let  me  drive  the  new  LHS;  they  wanted  to  know  what  I  thought.  The  LHS 
larger  car  than  my  Concorde,  but  it's  unbelievably  quick  and  agile.  It's  got  acres  of 
.  front  and  back  and  is  equipped  with  every  luxury  feature  I  can  imagine  a  car  having, 
ihe  thing  I  admire  most  is  the  simplicity  of  the  lines.  There's  nothing  busy  or  extraneous 
I  this  car,  inside  or  out.  Yet  it  feels  rich  arid  luxurious.  In  my  mind,  that's  good  design. 

lorable  d  ' 


rives. 

—Tom  Kite 


je  a  chance  to  drive  a  lot  of  new  cars  in  the  course  of  a  year.  Every  tournament  provides 
flayers  with  a  courtesy  car— both  imports  and  domestics.  Overall,  the  domestic 
ufacturers  have  come  a  long  way.  But 

,y  book,  the  company  to  catch  is  Chrysler.  '  CHRYSLER 
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Charity 


BY  CHRIS  SMITH 

The  start  of  every  golf  season 
inevitably  promises  not  only 
new  standards  in  quality  of 
play,  but  in  quality  of  life  for  the 
thousands  who  will  be  touched  by 
the  PGA  TOUR's  charitable  arm. 

For  the  value  of  the  TOUR  is 
not  confined  to  competition  and 
entertainment.  It  extends  well 
beyond  specific  dates  and  commu- 
nity boundaries.  Whether  it  is  Los 
Angeles,  New  Orleans  or  Endicott, 
NY,  the  PGA  TOUR  annually  pro- 
vides immeasurable  assistance  to  all  walks  of  life, 
without  prejudice  to  race,  sex,  age,  belief  or 
background. 

Since  the  first  $10,000  was  raised  through  the 
1938  Palm  Beach  Invitational,  dollars  generated 
through  PGA  TOUR  events  have  helped  build 
medical  facilities  and  provide  college  education  for 


Greg  Cesario  and 
Davii  Ln*  III 
lend  a  helping  hand 
at  tin-  St.  Jude 
Children's  Research 
Hospital. 


Dollars  raised  at  PC  A  TOUR  events  hair  helped  build  medical  faciliti, 
and  provide  college  education  fur  inner-city  youth. 

inner-city  youth.  They  have  offered  young  drug 
and  alcohol  addicts  a  second  chance  and  prematur 
babies  a  chance  at  life.  They  have  helped  victims 
of  natural  disasters  and  victims  of  broken  homes.  I 
They  have  helped  improve  the  environment  and 
living  conditions  for  the  poor. 

Be  it  a  national  organization 
like  Special  Olympics,  Americarj 
Cancer  Society,  Fellowship  of 
Christian  Athletes  and  Cerebral 
Palsy,  or  a  local  charity  like 
Mom's  House  for  single  parents, 
Opportunity  Village  for  Retarded 
Children  and  Arrowhead  Ranch 
for  boys,  the  TOUR  has  been  ther 
By  1950,  contributions  totaled 
$1  million.  By  I960,  they  reached 
$5  million.  But  it  is  the  efforts 
within  the  past  two  decades  that 
truly  have  been  remarkable.  More 
than  $22.75  million  was  distribut 
ed  to  charities  in  1993  alone.  Th« 
brings  to  nearly  $216.3  million 
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JUST 
HOW 
STRONG 
IS  YOUR 
INFORMATION 
CHAIN 


Wie  weak  link  could 
leyour  long  distance  data 
letwork.  Wat  's  why  so  many 
msinesses  rely  on  AJ&T 
ligital data  transmission 
eriices. 

You've  got  the  best  computers, 
he  most  sophisticated  software, 
nd  backups  upon  backups.  But 
your  data  lines  don't  have  the 
ime  level  of  reliability,  your 
formation  can  end  up  missing 
1  action. 

AT&T  data  services  have  the 
liability  you  need  for  your 
itical  data  applications.  Because 
nly  AT&T  has  FASTAR;  a  pai- 
nted "self-healing"  technology 


that  immediately  identifies  cable 
cuts  and  automatically  reroutes 
your  data  around  trouble  spots. 
Restoring  service  in  minutes, 
instead  of  hours. 

But  FASTAR  is  only  part  of  the 
AT&T  reliability  stoiy-  there  are 
many  other  chapters.  The  bottom 
line:  no  matter  what  your 
reliability  or  other  data  network- 
ing needs  might  be,  our  experi- 
enced sales  force  can  work  with 
you  to  custom-tailor  the  best  data 
seivice  for  your  domestic  or 
global  applications. 

You  don't  have  time  for  down- 
time. You  need  AT&T  reliability  for 
your  digital  data  transmission  ser- 
vices. AT&T  can  provide  you  with 


everything  you  need,  from  AT&T 
ACCUNET "  private  line  digital 
seivices  to  InterSpan"  Data 
Connectivity  Services,  all 
designed  with  the  latest  technol- 
ogy to  help  give  you  maximum 
network  "uptime."  For  more 
information  about  both  domestic 
and  international  connections, 
call  your  AT&T  Account  Executive 
or  1  800  248-3632. 

Reliability. 
Tlie  AT&T  Business  Admntage. 


AT&T 


994  AT&T 


Too  bad 

you're  so 

addicted 

to  import 

C2LTS. 


Demand  Better.  Eighty  Eight  LSS  ByOldsmobile  ft 

W,  siXMGMCorp  All  rights  reset  ed.  Buckle  Up.  America!  For  more  information,  call  1-800--I42-OLDS 
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total  raised  since  1977,  when  the  American 
If  Sponsors  first  started  keeping  accurate  records. 
The  noticeable  growth  since  the  mid-1980s 
ncides  not  only  with  the  general  popularity  of 
f  and  the  PGA  TOUR,  but  the  nurturing  of 
e  sponsorship. 

'I  know  commercialization  of  the  game  is 
lerimes  portrayed  in  a  negative  light,"  says 
Monday,  executive  director  for  the  American 
If  Sponsors.  "But  without  that,  the  level  of  chari- 
le  dollars  would  not  be  nearly  what  they  are." 
Another  record  season  is  well  underway.  Of 
rse,  it  doesn't  just  happen.  It  takes  a  cooperative 
rt,  a  partnership  between  the  TOUR,  sponsors, 
lmunities  and,  certainly,  the  estimated  52,000 
jnteers. 

typically,  each  tournament  establishes  its  own 
delines  for  distribution.  Many  annually  locus  on 
-imary  beneficiary,  as  the  Federal 
>ress  St.  Jude  Classic  has  with  St. 
e  Children's  Research  Hospital, 
GTE  Byron  Nelson  Classic  with 
Salesmanship  Club  Youth  and 
nily  Centers,  the  Bob  Hope 
■ysler  Classic  with  Eisenhower 
dical  Center  and  the  Motorola 
stern  Open  with  the  Evans 
olarship  Fund. 

3thers  have  a  broader  agenda. 
I  MCI  Heritage  Classic  at 
ton  Head  Island,  SC,  for 
ance,  has  contributed  to  86  char- 
s  throughout  South  Carolina, 
uding  the  Children's  Hospital 
he  Medical  University  of  South 
olina  and  the  Hurricane  Hugo 
ief  Fund. 

Though  total  contributions  are  dictated  by 
ket  size  and  other  factors,  the  47  tournaments 
etheless  are  bonded  by  a  common  cause. 
We  are  able  to  make  all  the  local  communities 
tter  place  for  everyone,"  says  Eric  Fredricksen, 
1  of  the  Houston  Golf  Association.  "We  are  all 
sd  together  by  charity,  which  is  the  uniqueness 
ar  sport.  We  all  take  a  great  deal  of  pride 

and  strive  to  keep  the  numbers  growing." 
Fit  is  important  to  lead  by  example,  the 
V  TOUR  certainly  has  done  so  through  its 

PLAYERS  Championship  and  TOUR 
mpionship. 


Since  Ponte  Vedra  Beach,  FL  became  permanent 
home  to  THE  PLAYERS  Championship  in  1977, 
the  tournament  has  generated  $6.1  million  in 
charitable  dollars. 

The  most  visible  project  directly  attributable 
to  THE  PLAYERS  Championship  is  the  Nancy 
Reagan  TPC  Village  in  Jacksonville,  a  residential 
facility  for  adolescent  alcohol  and  drug  rehabilitation 
that  opened  in  1989-  Money  first  was  earmarked 
for  the  project  in  1986,  and  it  since  has  received 
$1.4  million,  including  an  original  $1  million  for 
building  and  outfitting  the  facility.  It  continues 
to  receive  yearly  grants  —  $100,000  from  the  1993 
tournament  —  to  keep  it  operational. 

But  that  is  just  one  of  many  First  Coast 
organizations  reaping  the  charitable  benefits  of 
THE  PLAYERS  Championship.  In  fact,  58  other 
organizations  were  earmarked  to  receive  between 


$1,000  and  nearly  $68,000  from  the  $462,000 
raised  in  1995. 

The  GTE  Byron  Nelson  Classic  proudly  stands 
at  the  forefront  of  fund-raising,  generating  more 
than  $  1  5  million  over  the  past  five  years  for  its  sole 
benefactor,  the  Salesmanship  Club  Youth  and 
Family  Centers.  The  Salesmanship  Club  is  governing 
body  for  both  the  tournament  and  charity,  which 
helps  youths  with  severe  emotional  and  behavioral 
problems.  The  centers  annually  serve  about 
2,400  individuals. 

"Over  the  years,  we  have  found  we  need  to  be 
involved  with  the  families,"  says  1994  tournament 


Last  year,  mart  than 
$22.75  milium  was 
distributed  to  chari- 
table organizations  by 
PGA  TOUR  events. 
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Judging  by  today's  headlines,  you 
might  think  it's  an  advantage  to  be 
cold,  tough  and  unfeeling.  At  CIGNA, 
we  believe  the  opposite.  That  caring 
and  compassion  and  an  ability  to  look 
at  things  from  the  customer's  point  of 
view  can  go  a  long  way  in  helping  you  succeed.  Fact  is,  caring  is  what  drives  us  to  attend 
to  the  endless  details,  from  the  routine  to  the  innovative,  that  are  so  fundamental  to 
our  customers'  satisfaction.  In  retirement  planning,  it's  what  prompted  us  to  invest  in 
state-of-the-art  systems,  so  that  vital  information  can  flow  swiftly  between  us  and  our 
customers,  and  220,000  monthly  pension  checks  are  issued  on  time.  It's  what  moved  us 
to  develop  a  program  that  stresses  preventive  care  in  treating  asthma,  the  most  common 
cause  of  hospitalization  among  kids,  reducing  emergency  room  visits  by  as  much  as  30%. 
It's  what  compels  us  to  offer  programs  like  Life  Assist,"  so  that  terminally  ill  people  can  draw 
upon  their  life  insurance  benefits  to  add  comfort  and  dignity  to  their  remaining  days.  Not 
everyone  does  business  this  way.  But  we've  found  that  the  more  we  care,  the  better  our 
business  does.  Is  our  emphasis  on  caring  unfair  to  our  competitors? 
Who  knows?  All  we  know  is,  it's  the  only  fair  way  to  treat  our  customers. 

Cigna 

A  Business  of  Caring. 

Property  &  Casualty    Group  Insurance    Retirement  Is.  Investment       Reinsurance        Reinsurance      Individual     International  International 

Life  •  Accident  ■  Disability        Investment  Services       Management       life  •  Acadent  •  Health       Property  &  Casualty       Insurance        Property  &  (.  asualn       Ufe     Fmplovee  Benefits 
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With  tht  help  of 
sponsors,  volunteers 
and players  Mich  a\ 
Rick  Fehr  (above), 
the  PGA  TOUR 
has  given  nearly 
$216. 3  million  to 
charity  iince  1977. 


chairman  Plack  Carr,  Jr.  "While  we  can  take  the 
child  and  do  some  pretty  good  things,  in  order  for 
lis  to  have  a  good  long-term  impact,  we  have  also 
worked  through  family  therapy,  working  with  the 
family  as  a  unit." 

Down  the  road,  the  Shell  Houston  Open  also 
has  concentrated  on  helping  youth  in  the  distribu- 
tion of  its  record  $500,000  from  1993.  Among  its 
ongoing  beneficiaries  is  the  Chinquapin  School, 


a  unique  operation  that  was  named  PGA  TOUR 
Charity  of  the  Year  for  1993-  Founded  in  1976,  it 
is  a  college  preparatory  school  for  inner-city  youth. 
The  Houston  Golf  Association,  which  runs  the 
Open,  has  been  its  primary  supporter  from  the 
outset,  providing  funds  to  help  build  the  campus 
and  meeting  a  wish  list  of  necessities. 

As  prominent  as  education  is  among  charities, 
so,  too,  is  health  care.  One  prime  example  is  the 
Eisenhower  Medical  Center  in  Rancho  Mirage,  CA. 

The  Hope  Classic,  contributes  to  about  40 
charities  per  year,  but  primarily  is  associated  with 
the  Eisenhower  Center,  and  for  good  reason.  When 
first  introduced  as  the  Palm  Springs  Golf  Classic 
in  I960,  the  tournament's  mission  was  to  raise 
funds  for  a  major  medical  facility  in  the  Coachella 
Valley.  The  tournament  has  raised  nearly  $2  1.65 
million  and  of  that,  more  than  $17  million  has 
gone  to  the  Eisenhower  Center.  Contributions  go 


to  the  general  fund,  from  which  it  is  disttibuted  tc 
such  branches  as  the  renowned  Betty  Ford  Center 
for  treatment  of  alcohol  and  drug  abuse,  the  Barbara 
Sinatra  Children's  Center  for  treatment  of  sexual 
and  physical  abuse  and  the  new  Birthing  Center  fo 
maternity  and  prenatal  care. 

"The  Bob  Hope  Chrysler  Classic  has  been 
the  single  most  important  factor  in  the  founding 
and  growth  of  Eisenhower  Medical  Center,"  says 
Albert  Mour,  president  of  the 
facility's  Board  of  Trustees. 

There  are  a  number  of  wonderful 
stories  regarding  PGA  TOUR 
events  and  how  they  have  benefited 
charitable  organizations  over  the 
years.  And  the  beauty  is  that  success 
isn't  dictated  by  matket  size.  One 
of  the  most  lasting  and  popular 
successes  involves  the  B.C.  Open 
in  Endicott.  Despite  the  lack  of  title 
sponsorship,  the  tournament  has 
contributed  approximately  $2.5 
million  to  local  charities  since  its 
debut  in  1971,  concentrating 
primarily  on  health-related,  cultural 
and  educational  activities. 

"We  aren't  the  biggest  event  on 
TOUR  and  the  dollars  we  raise, 
we  work  hard  for,"  says  tournament 
founder  and  director  Alex  Alexande 
"But  we  started  charitable  giving 
since  Day  One.  And  this  community  has  accepted 
and  supported  us.  It  is  theirs." 

"We  have  made  a  difference,"  Alexander 
proudly  states. 

Which,  in  the  charitable  sense,  makes  the  B.C. 
( )pen  every  bit  as  important  as  any  other  tourna 
ment  on  the  PGA  TOUR.  For  no  matter  how  lar£ 
or  how  small,  they  all  have  made  a  significant 
difference  in  the  lives  of  thousands. 

Two  years  ago,  B.C.  Open  beneficiary  United 
Health  Services  System  was  named  the  PGA 
TOUR's  charity  of  the  year.  Most  money  generate 
by  the  tournament,  including  $55,000  in  1993, 
has  gone  to  the  hospital  for  prenatal  care. 

"It  has  gone  toward  the  purchase  of  equipment 
in  the  prenatal  care  unir,  such  as  respirators  and 
ventilators  for  premature  babies,"  Alexander  say: 
"It's  amazing  to  see.  You  can  hold  one  of  these 
children  in  the  palm  of  your  hand."  ■ 
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"WAITING  IN 
LINE  TO  CHECK-IN 
IS  ONE  OF  LIFE'S 
LEAST  PRODUCTIVE 
ACTIVITIES. 
SO  WE  DID 
AWAY  WITH  IT." 


Time-consuming  guest  registration  forms  are  a  thing  of  the  past  with 
larriott's  Express  Check-in.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  -  RESORTS  •  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU" 


thod  of  payment  and  preferred  room  type  required  ;ii  time  ..I  reservation  Vvailable  .11  over  2(HI  locations  nationwide.  N..t  available  .11  some  convention  and  resorl  properties 
t  available  at  Courtyard  bj  Marriott,  Residence  Inn  b5  Marriott  or  Fairfield  Inn.  •  1993  Marriott  Corp. 
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BY  JACK  BERRY 

Buick  is  the  oldest  title  sponsor  on  the  PGA 
TOUR,  all  the  way  back  to  1958  when  fins 
were  in.  But  it's  only  been  since  1986  that  the 
General  Motors  division  decided  to  focus  its 
sports  marketing  effort  on  golf. 

The  decision  led  Buick  to  add  three  geographi 
cally  and  calendar-separated  tournaments  to  the 
original  mid-summer  model  Buick  Open  in  Granc 
Blanc,  MI,  just  south  ot  the  company  headquarters 
in  Flint. 

The  Buick  Classic  in  Westchester,  NY  and  the 
Buick  Southern  Open  in  Callaway  Gardens,  GA 
were  added  in  1990  and  the  Buick  Invitational  of 
California  completed  the  line  in  1992. 

Buick  has  added  so  many  options  to  the  standan 
equipment  that  Rich  Brochu,  in  charge  of  golf 
activities  for  the  Sales  Promotion  Department,  said 
golf  occupies  almost  his  total  time  year-round. 

The  Buick  Southern  Open  has  generated  dealer- 
sponsored  "Little  Buick  Southern  Opens"  in 
Georgia,  Alabama  and  Florida  with  an  average 
125  amateurs  in  each  event,  and  Brochu  said  "more 
than  1 10"  Little  Buicks  were  held  in  the  southeast 
last  year.  The  tour-man  best-ball  tournaments 
produce  money  tor  local  charities,  and  the  winners 
go  to  a  regional  competition  in  Panama  City,  FL. 
The  winning  team  there  gets  a  spot  in  the  Buick 
Southern  Open  Pro-Am  at  Callaway  Gardens 
Resort.  In  addition,  there's  a  competition  for  club 
professionals  with  two  sponsor's  exemptions  into 
the  Buick  Southern  field. 

Buick  also  is  involved  in  the  growing  NIKE 
TOUR,  the  PGA  TOUR's  "development  league. 
Buick  will  participate  in  16  of  the  30  NIKE 
tournaments  this  year,  either  through  individual 
dealers  or  zone  offices. 

Buick  is  the  Official  Car  of  the  PGA  TOUR 
and  provides  cars  for  officials  at  TOUR  headquar-f 
ters  in  Ponte  Vedra,  FL,  as  well  as  the  field  staff 
at  all  TOUR  stops,  including  those  where  the  title 
sponsor  is  a  different  automobile  company. 

Larry  Mize  anil  his  caddy  enjoying  a  triumphant  moment. 


*shei 
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ATENTED  COMFORT 

irsheim  has  the  patent  on  comfort.  The  Florsheim  Imperial  Centennial  is  a  shoe  so  revolutionary  its  unique  Flor- 
:x®  construction  has  a  U.S.  patent.  The  Centennial's  shock-absorbing  system  cushions  the  entire  length  of  the 
oe  to  deliver  a  level  of  comfort  you  have  to  experience  for  yourself.  The  Centennial  redefines  the  time  honored, 
classic  American  business  shoe.  For  the  Florsheim  dealer  nearest  you,  call  1-800-446-3500. 
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Spoiiumbip  at  PC  A  TOUR  touruameiiti  Im\  •  natal  gnat  auuwiat  for  tlx  Bunk  product. 

Buick  runs  a  $1  million  sweepstakes,  and  winners  have 
received  the  same  prize  money  as  the  pro  who  wins  the 
Buick  Open.  The  company  sends  up  to  five  million  direct- 
mail  pieces  to  prospective  buyers  and  offers  a  three-ball 
sleeve  of  Buick-logoed  golf  balls  for  visiting  a  dealer  and 
taking  a  test  drive.  Buick  purchased  85,000  dozen  balls 
last  year  and  went  through  nearly  all  of  them.  That's  more 
than  one  million  golf  balls  and  a  lot  of  test  drives. 

And,  through  its  four  PGA  TOUR  tournaments,  Buick 
has  produced  $8.1  million  for  charities  in  the  areas  that 
sponsor  the  tournaments.  The  charities  include  Easter  Seals, 
the  Red  Cross,  children's  centers  and  hospitals.  The  charities 
provide  volunteer  help  and  ticket  sales  at  the  tournaments. 

The  Buick  Classic  in  Westchester  has  turned  over  $5.3 
million  since  1990  and  the  Buick  Open  $2.2  million 
since  1982.  The  Buick  Invitational  of  California  produced 
$404,000  in  its  first  two  years  under  Buick  sponsorship 
and  the  Buick  Southern  SI  92,000  since  1990. 

And  what  does  Buick  get  out  of  golf? 

"We  get  three  distinct  things,"  said  General  Sales  and 
Service  Manager  Robert  E.  Coletta.  "We  get  recognition  in 
the  community,  we  get  recognition  by  some  very  important 
chanties  and  we  get  car  sales. 

"We  don't  try  to  count  the  sales  (Buick's  annual  sales 
consistently  range  between  500,000  and 
600. 000  cars).  We  do  know  we  have  the 
right  in  that  community  to  say  Buick  spon- 
sors this  charitable  event  in  your  part  of  the 
world,  and  we'd  like  you  to  consider  our 
products.  By  being  a  sponsor,  it  gives  us  the 
right  to  do  char  without  infringing  on  peo- 
ple's privacy,  if  you  will,"  Coletta  said. 

Golf  started  as  a  hometown  public 
relations  event  for  Buick,  the  division's 
contribution  to  General  Motors'  50th 
anniversary  celebration  in  1958.  Admission 
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Larry  Mize  with  bii  Bunt  Open  trophy 


to  the  first  Buick  Open  was  $1  and  parking  was  free. 
It  was  a  big  company  picnic. 

Jerry  Rideout,  longtime  Buick  public  relations  director 
and  tournament  chairman,  imported  Hollywood  celebrities 
and  Buick  dealers  from  around  the  country  for  the  pro-am. 
The  $52,000  tournament  purse  was  double  the  average 
at  the  time.  Billy  Casper  won  and  wondered  where  they'd 
get  all  that  money  to  pay  the  pros.  Casper's  cut  was  $9,000 
and  a  Buick. 

"As  time  went  on,  we  got  into  a  lot  of  sports,"  Coletta 
said.  "In  1986,  we  sponsored  golf,  fishing,  tennis,  motor 
sports  and  the  NFL.  We  were  the  Official  Car  of  this  and 
that  baseball  team. 

"We  spent  a  lot  of  money,  but  we  couldn't  seem  to  focus 
on  any  one  sport.  Jack  DeCou  (public  relations  director)  anc 
I  came  into  our  jobs  about  the  same  time,  and  we  had  to  make 
some  pretty  big-buck  decisions  without  a  lot  of  background. 

"The  TOUR  wanted  us  to  move  the  tournament  out  of 
Flint,  but  we  felt  we  owed  it  to  Buick  and  Flint  to  stay. 
That's  what  got  us  going  to  get  in  and  do  it  right,  not  treat 
it  as  just  a  public  relations  effort  for  the  city.  We  weren't 
using  the  tournament  to  leverage  our  sales  promotion  and 
other  activities. 

"When  we  got  over  that,  we  said  it  never  would  happen 
to  us  again,"  Coletta  said.  "We  were  going  to  know  who  we 
were  and  what  we  were  about.  We  did  a  very  extensive  demo 
graphic  survey.  We  wanted  to  know  who  Buick  owners  were 
what  sports  they  watched,  participated  in  and  supported. 
"The  answer  came  back  loud  and  strong:  Golf  was  No.  1 
"We  got  together  and  said  we're  already  in  golf  with  the 
Buick  Open,  and  we  were  known  for  it,  so  why  not  divest 
ourselves  of  the  other  activities  as  the  contracts  expired  and 
move  more  toward  golf. 

"We  knew  we  had  golfers  all  over  the  United  States, 
and  we  looked  toward  adding  tournaments  as  they  became 
available.  Westchester  opened  tip  first  and  that  became  the 
Buick  Classic  in  1990,"  Coletta  said. 

It  positioned  Buick  in  the  important  metropolitan 
:  New  York  area  .in. I  tin  tournament  at 

Westchester  Country  Club,  played  the  weel 
before  the  United  States  Open,  regularly 
draws  one  of  the  marquee  fields  of  the  year. 

"Then  our  dealers  in  Georgia  asked  if 
we  would  support  the  Southern  Open 
that  was  played  in  Columbus,  GA.  That 
became  the  Buick  Southern  Open  in 
1990  and  it's  been  moved  to  the  Callaway 
Gardens  Resort  near  Atlanta.  It  has  turned 
into  a  big,  big  participation  tournament 
for  our  elealers  in  the  southeast. 
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"We  knew  we  wanted  to  get  on  the  West  Coast  and 
had  a  lot  of  options  but  we  wanted  something  that 
I  'California. "' 

The  Buick  Invitational  of  California  (at  Torrey  Pines  in 

Diego)  completed  our  package,  and  just  as  important, 
inished  our  calendar  year.  Now  we  go  from  February 
augh  the  end  of  September-first  week  of  October. 
"This  is  exciting,"  Coletta  said, 
e  have  something  to  do  starting  in 
iruary  and  continuing  through  the 
r.  Each  tournament  has  a  particular 
;on  for  existence  and  all  support 

main  strategy  of  a  sport  that  is 
yed  and  watched  on  television  by 

demographic  group. 

We  introduced  our  new  Riviera 
:he  North  American  International 
:o  Show  in  January  and  in  February, 

had  16  commercials  during  the 
:cast  of  the  Buick  Invitational." 
rhe  Riviera  is  just  one  of  Buick's 
dels,  however,  and  while  the 
r  TOUR  tournaments  are  the 
jor  component  of  the  company's 
olvement  with  golf,  the  add-ons 
ke  a  well-rounded  package. 
Buick  supplies  courtesy  cars  at  all 
r  of  its  TOUR  stops,  and  the  cars 
n  are  sold  through  the  local  dealer 
work. 

'Different  approaches  work  in 
ferent  sections  of  the  country," 
etta  said,  pointing  to  dealer  tie-ins  with  the  NIKE 
UR  and  a  hole-in-one  insurance  program  that  covered 
30  events  last  year. 

jolf  has  turned  the  key  for  Buick  for  more  than  30  years. 
'As  a  dealer,  I  always  thought  the  tournament  was  good 
business,"  said  Al  Serra,  a  member  at  Warwick  Hills 
e  1973,  a  past  president  of  the  club  and  Assistant  Director 
he  Buick  Open  for  many  years.  Serra  is  partner  in  a 
ck  dealership  in  Grand  Rapids,  MI,  and  is  owner  of 
levrolet  dealership  in  Grand  Blanc. 
I  don't  know  that  everyone  at  Buick  agreed  that  it  was 
d  for  business  when  they  first  went  into  it,"  Serra  said, 
e  thought  was  the  tournament  came  at  the  end  of  the 
lei  year  so  they  didn't  have  anything  to  sell. 
But  the  demographics  showed  their  customers  were  golf 
lusiasts  and  if  you  don't  move  the  product  today,  you'll 

e  it  somewhere  down  the  road.  The  whole  thing  fits 

well,"  Serra  said.  ■ 


Volunteer  he//)  is  provided 
by  local  chanties  tit  Buiek 
sponsored  events. 


VOICE 

ACTIVATED 
CALLING  CARD 


SECTION 


tit 


Herb  Drinkwater,  mayor  of  Scottsdale,  AZ  since 
1980,  checked  into  a  London  hotel  two  years  ago, 
weary  alter  a  trans-oceanic  flight.  He  wanted  to 
sleep  but  couldn't.  He  flipped  on  the  telly,  prepared  to  be 
bored  into  a  nap  by  the  British  Broadcasting  Company. 
Instead,  he  was  startled. 

"I'm  in  England,  tor  God's  sake,  and  the  BBC  has 
done  this  great  28-minute  thing  on  the  Phoenix  Open," 
Drinkwater  said. 

The  Phoenix  Open  now  is  in  Scottsdale.  Strange?  Maybe, 
but  what's  in  a  name?  Drinkwater  owns  a  liquor  store. 

And  Drinkwater  doesn't  play  golf  but  he  ramrodded  a 
multi-faceted  deal  to  build  the  Tournament  Players  Club  of 
Scottsdale.  This  two-course  public  complex  accommodates 
1  20,000  rounds  of  golf  annually  and  more  than  300,000 
spectators  each  January  for  the  Phoenix  Open. 

That  it  is  an  artistic  success  is  no  surprise.  That  it 
has  worked  out  well  financially  for  everyone  involved  is. 
This  was  a  complicated  deal  involving  the  city,  an  arm 


The  18th  bole  at  the  TPC  of  Scottsdale, 

of  the  Phoenix  Chamber  of  Commerce,  the  PGA 
TOUR,  a  hotel,  a  private  land  owner  and  the  federal 
government. 

"This  is  one  of  those  rare  opportunities  in  which  every- 
one involved  is  a  winner,"  said  Deane  Beman,  Commissione 
of  the  PGA  TOUR.  "It  worked  for  everybody.  And  this  is  i 
the  face  of  other  sports  that  come  into  the  cities  and  hold 
them  up." 

Back  to  Drinkwater  in  his  London  hotel  room.  Not  unti 
he  saw  the  BBC  documentary  did  he  fully  appreciate  the 
impact  of  TPC  of  Scottsdale  and  the  golf  event  it  hosts. 

As  he  sat  there  watching,  Drinkwater's  thoughts  returne 
to  the  start  of  the  project  on  a  hot  August  day  in  1980. 

Drinkwater  loves  the  desert.  It  gave  him  life.  He  came 
to  Scottsdale  as  an  asthmatic  child  who  had  been  told  he 
would  not  live  a  year  longer  if  he  stayed  in  New  York  Stated 

It  was  on  a  horseback  ride  in  north  Scottsdale  that  he 
came  upon  a  barren,  trash-filled  hunk  of  desert.  It  was 
tucked  behind  a  high  ridge  bordering  a  new  irrigation 
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il.  The  land  was  covered  with  cactus,  discarded  refrigera 
and  the  remains  of  wrecked  cars.  Motorcyclists  used  it 
informal  races.  Shooters  used  it  for  unauthorized  target 
:tice. 

Vt  the  time,  a  government  crew  was  clearing  weeds, 
ch  represented  a  fire  hazard. 

rhe  land  was  designated  as  a  flood  plain.  The  Bureau 
Leclamation,  it  developed,  was  spending  more  than 
0,000  a  year  to  maintain  it.  On  that  1 10-degree  day 
August,  Drinkwater  lured  two  Bureau  of  Reclamation 
juls  from  Washington  to  walk  that  land  with  him. 
It  was  a  dirty  trick,"  he  said.  "Those  guys  thought  they 
e  dying  and  going  to  hell." 

rhe  officials  that  day  in  1980  acknowledged  the  proper- 
/as  a  liability,  and  agreed  to  lease  it  for  no  charge  for  99 
s  if  Scottsdale  would  take  over  the  maintenance.  It  was 
gnated  for  recreation  use.  Non-golfer  Drinkwater  envi- 
ied  two  golf  courses  and  an  equestrian  center  there. 
V  private  equestrian  center  was 
sloped  earlier.  Golf  took  longer. 
<or  years,  the  Phoenix  Open  was 
1  at  the  Phoenix  Country  Club, 
3zy  downtown  course  which 
red  to  golf-for-lunch  spectators, 
lad  a  charm  of  its  own,  but  did 
fit  Beman's  dream  of  Stadium 
irses,  in  which  the  fans  by  the 
usands  could  see  the  winning 
t  just  as  the  baseball  fan  can  see 
winning  home  run  or  football 
can  see  the  winning  touchdown, 
rhe  dream  became  a  reality  in 
0  at  Ponte  Vedra,  FL,  site  of  the 
UR  offices  and  its  first  Stadium 
rse,  TPC  at  Sawgrass.  Now  there  : 
21  such  courses  in  12  states  and  ; 
e  countries. 

)fficials  of  the  Thunderbirds,  s 
rm  of  the  Phoenix  Chamber  of  5 
lmerce  and  sponsors  of  the  Phoenix  Open,  visited 
grass  in  1980  and  committed  to  a  Stadium  Course.  Two 
;nix  locations  were  considered.  The  favored  northern 
stirred  up  both  the  environmentalists  and  the  horse 
>Ie. 

.s  the  heat  grew,  the  Phoenix  politicians  wavered.  When 
leal  collapsed,  Beman  is  reported  to  have  said,  "I  will 
r,  ever  deal  with  another  municipality  as  long  as  I  live." 
fever  translated  into  about  a  month,  when  Drinkwater 
oached  Beman. 

he  commissioner  recalls  the  mayor  looking  him  in  the 


The  Phoenix 
Thunderbirds 
agreed  to  build  a 
Stadium  Course 
in  1980. 
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An  average  of 346.876  fans  attended  the  Phoenix 


'  the  past  eight  yean. 


eyes  and  saying,  "I  am  committed  to  this  thing,  and  we'll 
do  what  we  say  we'll  do." 

Beman  was  impressed.  He  liked  the  mayor.  Before  the 
first  meeting  was  over,  they  shook  hands  on  the  deal. 

It  helped  that  the  leased  land  was  already  nailed  down 
and  that  Scottsdale  had  prior  approval  to  issue  $16  million 
in  bonds  to  build  the  course. 

Vernon  Kelly,  who  oversees  all  the  TPC  developments  for 
the  TOUR,  kept  putting  a  pencil  to  the  bonds,  which  were 
to  be  retired  by  the  course  in  20  years.  It  didn't  add.  More 
revenue  was  needed. 

"We  came  up  with  the  idea  that  a  hotel  could  pay  a 
ground  lease  for  land  adjacent  to  the  golf  course  and  put 
play  on  the  golf  course,"  he  recalls.  "Between  the  lease 
and  the  extra  play,  the  numbers  did  pencil  out." 

To  get  a  hotel,  Scottsdale  advertised  and  received  20 
replies.  The  Princess  chain  ultimately  was  picked  for  a  love- 
ly course-side  facility,  which  also  is  the  site  of  a 
major  pro  tennis  tournament. 

I  [urdles  continued  to  pop  up.  The  land  leased 
from  the  federal  government  was  designated 
as  a  flood  plain  and  was  not  supposed  to  have 
permanent  structures  on  it. 

At  that  point,  a  Scottsdale  city  councilman, 
Bill  Walton,  convinced  a  wealthy  businessman 
to  help.  Kemper  Marley  owned  much  of  the 
land  adjacent  to  the  course.  Marley  donated  30 
acres  on  which  to  put  the  hotel  and  two  acres 
for  the  clubhouse.  And  the  land  he  retained 
zoomed  upwards  in  value  as  sites  for  housing 
and  commercial  development. 

Which  is  how  it  went  with  the  development. 
Everybody  who  touched  it  came  out  better 
financially. 


As  a  Phoenix  booster  group,  the  Thunderbirds  had  sever 
al  members  irate  at  the  thought  of  moving  the  tournament 
to  Scottsdale. 

Drinkwater  may  have  healed  a  few  wounds  by  insisting 
the  tournament  will  remain  the  Phoenix  Open  even  though 
transferred  to  Scottsdale. 

"I  consider  we're  all  in  this  together,"  said  Drinkwater. 
"I  don't  care  if  you  live  on  the  Phoenix  side,  or  the  Scottsdale 
side  or  the  Tempe  side.  We  all  enjoy  the  same  sunshine, 
drive  the  same  roads,  and,  by  golly,  we  work  together." 

The  Thunderbirds  prospered  as  a  result  of  the  move.  Of 
the  more  than  $6  million  Thunderbirds  have  contributed 
from  tournament  proceeds  into  local  charities,  about  $4 
million  has  come  since  the  move  to  Scottsdale. 

The  last  tournament  at  the  downtown  location  drew  a 
record  186,000.  In  the  next  eight  years  at  Scottsdale,  the 
tournament  averaged  an  estimated  346,876  and  had 
Saturday  crowds  of  109,000  in  1990  and  1  12,500  in  1992 
and  1 14,200  in  1994. 

"We  couldn't  be  happier,"  beamed  Beman. 

His  stadium  concept  has  bloomed  in  living  color  at 
the  TPC  of  Scottsdale.  A  series  of  mounds  and  valleys  and 
ridges  were  turned  into  stands  for  spectators.  From  the 
ridge  behind  the  12th  green  -  the  same  ridge  on  which 
Drinkwater  took  those  government  officials  for  a  hot  hike 
in  1980  —  one  can  see  play  of  five  different  holes. 

Course  architects  Jay  Morrish  and  Tom  Weiskopf  had  1( 
months  to  get  the  course  ready  for  the  first  tournament. 
Their  work  was  complicated  when  the  low  bid  was  submit 
ted  by  a  construction  firm  which  had  never  built  a  golf 
course.  But  the  job  was  finished  ahead  of  schedule. 

"When  we  told  him  he  might  have  to  give  up  some  of  tl 
land  to  the  hotel,  he  almost  had  a  stroke,"  said  Drinkwater. 


Since  the  mine  In  Siottulale.  the  Phoenix  Thunderbirds  have  contributed  $4  million  to  local  charities 
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The  city  of  Scoctsdale  was  the  big  winner.  It  shares  the 
)tlight  of  the  tournament,  which  underlines  its  desirabili- 
for  tourists  and  provides  recreation  for  its  inhabitants, 
e  Stadium  Course  has  high  green  fees  ($88  in  peak  season) 
t  the  Desert  Course  is  a  bargain  basement  deal  for  the 
■rage  hacker  ($16  in  peak  season). 

"Our  direct  sales  tax  just  from  the  Open  alone  is  over 
DO.OOO,"  said  Drinkwater.  "We  will  pay  off  the  bonds  in 
years  and  have  somewhere  between  $20  and  $40  million 
net  profit." 


The  mayor  deals  in  generalities.  For  a  better  rundown, 
s  turn  to  Tom  Beat,  who  has  been  the  project  manager 
the  city. 

"In  retrospect,  this  has  been  successful  more  quickly  than 
anticipated,"  Beat  said.  "When  we  opened  the  doors,  the 
iiness  was  pretty  much  there." 

He  said  the  city  gets  10%  of  the  gross  on  golf  fees  and 

t  rental  plus  2%  of  the  gross  on  beverage  and  sales. 

"That  figures  to  about  $550,000  a  year,"  he  said. 

"From  the  land  we  leased  to  the  Princess  we  get  2%  of 
gross  directly  and  that  does  not  include  bed  tax,  sales 
and  other  items.  We'll  get  about  $850,000  a  year." 

Not  included  is  a  reported  $1  million  received  from  the 

el  up  front. 

'Herb's  vision  did  several  things,"  said  Beat.  "It  was  a 
i-win  situation  for  everyone.  It  had  to  be.  We  had  to 
e  the  land,  we  had  to  have  the  TOUR,  we  had  to  have 
hotel  and  Marley's  land  all  fall  together.  It  worked 
ause  of  our  bonding  capacity. 

fes,  that  and  a  mayor  with  enough  vision  to  see  two  golf 
rses  in  a  desert  dump.  ■ 


A  series  of  mounds  and 
valleys  and  ridges  were 
turned  into  stands  for 
spectators  at  the  TPC 
of  Scnttsdale. 
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Golfs 


x  T.11 GLOBAL 

Village 


BY  CHELLE  DELANEY 

The  PGA  TOUR  wanted  a  Hall  of  Fame  for  its 
players.  But  what  was  wrought  is  unique  in  the 
history  of  golf  -  World  Golf  Village 

Follow  these  directions: 

Drive  into  Florida.  Stay  on  Interstate  95  South. 
Start  looking  after  you've  left  Jacksonville.  The 
spot  to  look  for  is  north  of  St.  Augustine  and  west 
of  the  overpass  for  Nine  Mile  Road.  That's  where 
an  average  of  38,000  vehicles  whip  by  per  day; 
that's  where  the  world  of  golf  is  coming  together 
at  the  World  Golf  Village. 

"I  can't  think  of  a  major  golf  organization  that 
isn't  involved,"  says  PGA  TOUR  Commissioner 


Deane  R.  Beman,  the  man  who  initiated  the  idea. 
"The  World  Golf  Village  isn't  dependent  on  any 
one  organization." 

Today,  there  is  no  exit  at  the  site.  But  look 
again.  Bulldozers  are  constructing  a  massive  $8 
million  cloverleaf  where  at  least  660,000  visitors 
year  are  expected  to  leave  the  interstate  and  pull 
into  the  World  Golf  Village  parking  lots. 

Here,  the  world  of  golf  will  honor  its  greatest 
players  and  their  accomplishments.  Here,  visitors 
can  find,  under  one  roof,  those  who  are  honored  ir 
the  World  Golf  Hall  of  Fame  and  the  LPGA  Hall 
of  Fame,  and  those  who  will  be  enshrined  in  the 
newly  created  PGA  TOUR  Hall  of  Fame.  Here, 
visitors  can  see  how  golf  began  —  in  Scotland  at 
The  Royal  and  Ancient  Golf  Club  of  St.  Andrews 
Here,  the  world's  greatest  golf  groups  will  gather 
in  the  International  Golf  Museum  and  Golf  Hall 
of  Fame. 

World  Golf  Village  is  the  centerpiece  of  Saint 
Johns,  a  planned  $1.5  billion,  6,300-acre  mixed- 
use  development,  eight  miles  from  St.  Augustine 
in  St.  Johns  County.  The  440-acre  village  will 
include:  the  Halls  of  Fame  and  Museum;  a  golf 
academy;  a  high-definition,  large-screen  theater; 
36  holes  of  golf,  with  an  annual  tournament;  a  gO 
library  and  PGA  TOUR  Productions,  Inc.,  the 
PGA  TOUR's  television  production  subsidiary 

Says  Ruffin  Beckwith,  acting  Executive  Direct 
of  the  Village  and  Chairman  of  the  Advisory  Boart 


TO  COMMUNICATE 

BEGAN  WITH  THE  SOUND 

OF  A  PIN. 


You  could  hear  a  pin  drop  when  Sprint  launched 
the  first  nationwide  100%  digital,  fiber  optic 
network  hack  in  1986.  And  almost  a  decade  later, 
it  s  still  the  only  one.  Today,  Sprint 's  network 
spans  the  globe,  bringing  you  the  same  Sprint 


clarity  and  the  most  advanced  technology 
available  for  voice,  video  and  data  communica- 
tions. And  that 's  not  just  a  promise  for  someday 
in  the  future.  That's  the  power  to  be  there  now. 
mat's  the  power  of  a  pin.  1-  800-PIN- DROP. 


Be  there  now. 


Sprint 


lions  Company  L.P. 


suspension  Seating  helps  reduce  back 
messure,  especially  important  if  you're 
miottg  the  majority  of  Americans  who 
xperience  back  pain. 


■>  called  Suspension 
ating.  Standard  on  the  all- 
w  DeVille  by  Cadillac,  it 
s  like  a  shock  absorber  for 
:  drivers  back,  isolating  you 


from  bumps.  It  helps  reduce  mile  after  mile.  Its  just 
back  pressure  and  increases  another  way  the  all-new 
circulation,    SUSPENSION  SEATING 

which  should  leave  you  less  DeVille  is  creating  a  higher 
fatigued  and  more  refreshed         standard  of  driving  comfort. 
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overseeing  the  project,  "We 
started  the  ball  rolling  about 
six  years  ago.  Four  years  ago 
we  selected  one  of  the  world's 
finest  museum  architects  and 
planners,  E.  Verner  Johnson 
and  Associates  out  of  Boston, 
to  design  the  Hall  of  Fame." 

During  the  past  two  years, 
when  the  site  and  financing 
starting  coming  together, 
other  golf  organizations  began 
responding  seriously  to  the 
PGA  TOUR's  invitation  to 
join  the  project. 

"Golfers  are  traditionally 
conservative,"  says  Beman. 
"There  are  so  many  diversified  and  individual 
groups  in  golf  that,  until  we  had  a  firm  footprint 
of  where  the  bricks  and  mortar  would  go,  it  was 
just  a  dream.  But  once  we  got  the  land  and  the 
financial  commitment,  it  was  a  lot  easier  to  see." 

"We  were  the  first  to  come  on  board,"  says 
Ty  Votaw,  Special  Assistant  to  the  Commissioner 
and  the  General  Counsel  for  the  LPGA.  "The 
project  is  all-encompassing.  There's  going  to  be 
something  for  everyone.  It's  not  just  the  LPGA 
or  the  PGA  TOUR." 

"The  World  Golf  Village  is  a  major  step  to  fur- 
ther expand  the  public's  understanding  of  the 
history  of  this  great  game,"  says  Jim  L.  Awtrey, 
Chief  Executive  Officer  of  the  PGA  of  America. 

The  Royal  &  Ancient  Golf  Club  of  St.  Andrews, 
the  Augusta  National  Golf  Club,  the  United  States 
|  Golf  Association,  and  the 
National  Golf  Foundation 
are  assisting  with  exhibits 
and  serving  on  the  World 
Golf  Village  advisory  board. 

Even  though  the  project 
was  initiated  by  the  PGA 
TOUR,  the  Hall  of  Fame 
and  Museum  now  belongs 
to  golf,  says  Beckwith.  "The 
Village  and  $106  million 
in  assets  have  been  turned 
over  by  the  PGA  TOUR  to  a 
non-profit,  golf-wide  founda- 
tion, the  World  Golf  Village 
Foundation."  PGA  TOUR 


Deputy  Commissioner 
Timothy  W.  Finchem  chairs 
the  Foundation's  Board  of 
Directors. 

Saint  Johns  is  being 
developed  by  Davidson 
Development,  Inc.,  of 
Jacksonville  for  the  property 
owners,  Memphis,  TN-based 
cotton  merchant  Dunavant 
Enterprises,  Inc. 

The  site  has  the  advantage 
of  additional  land  surrounding 
the  World  Golf  Village. 

What's  more,  the  Saint 
Johns  project  offered  some 
"*  sweeteners  to  clinch  the  deal 
and  helped  put  together  a  $106  million  package 
to  build  and  operate  World  Golf  Village. 
Here's  how  the  numbers  add  up: 

■  $20  million.  The  value  of  the  440-acre  site 
donated  by  the  project  for  the  Village. 

■  $16  million.  A  donation  from  the  Saint  Johns 
project  to  help  build  the  Golf  Hall  of  Fame  and 
Museum  and  two  18-hole  golf  courses. 

■  $12  million.  Fees  the  Foundation  will  take  in 
for  licensing  agreements  from  investors  planning 
a  450-room  Hilton  hotel. 

■  $8  million.  Estimated  royalties  from  the  sale 
of  real  estate. 

■  $50  million.  The  Foundation  will  receive  $2  mil 
lion  annually  in  sales  tax  rebates  over  25  years 
from  the  state  of  Florida. 

Getting  the  rebates  depended  on  the  passage 
of  special  state  legislation. 

State  Senator  Ander  Crenshaw,  a  strong  supports 
of  the  measure,  says,  "There  was  a  certain  amount 
of  controversy  as  there  is  with  any  kind  of  sales  tad 
exemption.  But  the  economic  impact  is  almost  | 
staggering.  We'll  get  back  a  whole  lot  more  than 
we  invested  in  the  site." 

One  of  the  beneficiaries  will  be  St.  Augustine 
"It's  going  to  have  a  dramatic  impact,"  says 
St.  Augustine  Mayor  Greg  Baker. 

The  cloverleaf  interchange  at  World  Golf  Villagi 
will  be  completed  this  year.  The  Village  will  be 
open  to  visitors  in  late  1995  or  early  1996. 

"World  Golf  Village  will  appeal  to  all  ages," 
Beckwith  says.  "It  will  be  fun  for  the  non-golfer, 
as  well  as  the  avid  golfer."  ■ 


WeVeProudTofly 

AUThoseWho 
Drive  For  ALiving. 


Congratulations  to  all  the  players 
of  the  PGA  TOUR  from  all  the  professionals  at  Delta  Air  Lines. 
We  couldn't  be  happier  to  have  made  the  TOUR. 


SAM  GREENWOOD/PGA  TOUR 


A 


The  Official  Airline  Of  The  PGA  TOUR  Hal 


More  than  750 
volunteers  helped 
to  make  it  all 
happen  at  the 
1995  TOUR 
Championship. 


Right:  T he  renou  med 
Olymph  Club  in 
San  Francisco,  CA. 


~Tk    JT  ark  Avelar  is  a  high  school  principal 
/  1  / 1  who  seldom  spends  enough  rime  on  rhe 
JL    J  JL  golf  course.  So  why  would  he  sacrifice  a 
week's  vacarion  ro  work  14-hour  days  for  no  pay? 

No,  Avelar  didn'r  bump  his  head  trying  to 
break  up  a  light  in  study  hall.  He  simply  loves  the 
game,  his  home  course  in  particular.  That's  why 
he  agreed  to  become  a  volunteer  chairman  of 
the  richest  tournament  in  professional  golf  last 
October,  die  S3  million  TOUR  Championship 
in  San  Francisco. 

"I'm  very  proud  of  the  Olympic  Club,''  said 
Avelar.  "I  feel  fortunate  to  be  a  member.  It's  a 
chance  to  give  back  to  golf  and  the  community. 
I  didn't  think  too  long  about 
saying  yes." 

Under  the  guidance  of  PGA 
TOUR  tournament  coordinator 
Ron  Cross,  Avelar  helped  orga- 
nize more  than  750  volunteers. 
His  first  responsibility  was  to 
pick  four  vice-chairmen  to  over- 
see 29  committees.  Avelar  chose 


Rick  Maguire,  Dan  James,  Jim  Innis  and  Fred 
Campagnoli.  Among  their  duties  were  parking 
construction,  transportation,  hospitality,  comm 
cations  and  ecology. 

"Basically,  my  job  was  making  sure  things 
happened  when  they  were  supposed  to  and  con 
ducting  orientations,"  Avelar  said.  "I  did  a  lot  of 
trouble-shooting.  My  motto  was,  'I  don't  care  wl, 
gets  the  credit,  as  long  as  we  get  the  job  done. 
According  to  Cross,  they  did. 
"I  think  'smoothly'  is  a  good  word,"  he  said.  "1 
amazing  the  type  of  people  who  work  for  a  golf 
tournament.  They  have  full-time  jobs  and  familii 
They  do  it  stricrly  for  the  love  of  golf  and  charity 
Mag li ire,  who  owns  a  Burg( 
King  restaurant,  was  in  charge! 
of  facilities.  About  eight  month 
before  the  tournament,  he 
selected  seven  people  to  overse 
committees.  His  group  was 
involved  in  everything  from 
course  preparations  to  cleanin 
the  portable  bathrooms. 


"What  I  tried  to  do  was  recruit  seven  hard- 
rking  people,"  said  Maguire.  "It  was  a  lot  of 
rk,  but  it  was  fun  being  involved." 
Maguire  and  his  crew  worked  10  consecutive 
hour  days.  Their  only  compensation  was  a  dis- 
nt  on  uniforms  and  one  weekly  badge. 
'Everybody  wants  to  give  something  back," 
guire  said.  "You  meet  so  many  people  through 
f,  it's  just  incredible." 

\velar  arrived  each  morning  before  sunrise  to 
?t  with  his  vice-chairmen  and  make  sure  the 
got  off  to  a  good  start. 

'It  was  a  labor  of  love,"  he  said.  "You're  dog-tired 
y  day.  There's  so  much  energy,  you're  kind  of 
ning  on  adrenaline." 

X/eather  that  week  was  unseasonably  warm  and 
;r  coolers  became  a  top  priority.  Somehow,  Avelar 
id  time  to  help  transport  them  to  various  tees, 
"he  first  golf  shot  I  saw  in  competition  was 
Saturday,"  he  said.  "I  expected  that.  We  were 
ried  about  behind-the-scenes  stuff.  There's  so 

h  going  on,  you  don't  have  time  to  think, 

missing  a  lot  of  golf" 
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Cross  and  the  PGA  TOUR  understood.  That's 
why  they're  sending  Avelar  and  his  vice-chairmen 
tapes  of  the  tournament. 

"It  certainly  can't  be  done  without  Mark  Avelar 
and  all  the  volunteers,"  Cross  said. 

At  Avelar's  suggestion,  about  60  students  from 
two  local  high  schools  helped  with  ecology.  None 
were  paid,  although  the  tournament  sent  donations 
to  each  school. 

"We  gave  them  T-shirts  and  hats,"  said  Avelar. 
"It  was  a  great  experience  for  kids  who  had  never 
been  to  a  major  sporting  event." 

The  Olympic  Club  also  sought  help  from 
nearby  golf  clubs  for  hole  marshalling.  Olympic 
members  handled  1 1  holes,  while  outside  clubs 
managed  seven. 

"Those  people  were  critical,"  Avelar  said. 

Cross  moved  from  Florida  to  San  Francisco  about 
nine  months  before  the  championship.  The  last 
major  event  at  the  Olympic  Club  had  been  the 
United  States  Open  six  years  earlier. 

"There  was  a  lot  of  initial  set-up"  he  said. 
"Parking,  tents,  security  and  permitting.  It's  all 
brand  new.  That  takes  a  little  time." 

Henry  Hughes,  Executive  Director,  PGA  TOUR 
Tournament  Services,  worked  closely  with  Cross, 
Olympic  general  manager  Paul  Kennedy  and 
club  manager  David  Nightingale.  The  foursome 
coordinated  the  entire  event,  everything  from 
leaderboards  to  the  players'  dining  room. 

"The  operation  was  very  smooth,"  Hughes  said. 
"We  always  have  some  bumps.  Certainly  the  public 
opinion  is  that  it  went  flawlessly." 

Kennedy  agreed. 

"Ron  ran  the  day-to-day  oper- 
ations from  their  side,"  he  said. 
"When  there  were  problems,  I 
came  in.  They  learned  things 
from  us  and  we  learned  things 
from  them." 

Hughes  also  spent  time  with 
head  professional  Jim  Lucius  and 
superintendent  John  Fleming. 

"My  main  responsibility  was  merchandising 
logo-souvenirs,"  said  Lucius,  referring  to  shirts, 
hats,  jackets,  sweaters,  photographs,  bag  tags, 
towels  and  countless  other  items. 

Lucius  previously  worked  at  Southern  Hills 
Country  Club  in  Tulsa,  OK,  site  of  the  1995-96 
TOUR  Championships.  He  had  a  larger  role  there 


A  painter 
capturing  a 
breathtaking 
view  at  the 
Olympic  Club. 
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How  to  m 


civil 


e  tkose  e 


notions  o  {  what  company 

they  ve  been  watching  too  many  shows  about  intergalactic  travel.  But  at  least  y 
can  provide  your  executives  wi  th  the  late  st  i>i  transportation.  Li  an  all-new  1QQ5  Lumina, 
of  course.  With  standard  dual  air  bags,  available  anti-lock  brakes  and  our  exciting  inside-c 
design,  die  new  Lumina  is  destined  to  become  the  flagship  of  all  Chevy  fleet  vehicles.  Ove 
2000  consumers  like  you  provided  input  for  its  development.  And  we  took  your  commentl 
iously,  our  engineers  spent  eighteen  months  improving  the  prototype  alone.  So  call , 


so  senom 


tlA^GS    who  have  their  own 

should  he. 

on's  largest  Fleet  Sales  an  J  Service  organi  zation  at  1-800-FLEET-OPS  (353-3807). 
t  your  executives  into  a  whole  new  atmosphere.  Chevrolet  Li 
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Gallawm  Golf  Introduces 


The  New  and  Improved 
Big  Bertha  Metal  Woods  1 
with  the  War  Bird  Soleplate. 


The 


eWar  Bird  Soleplate  on  the  Big  Bertha  #7 
HeavenWood'"  is  primarily  responsible  for  this  unique 
club's  world  wide  appeal  to  golfers  of  all  skill  levels. 

Therefore,  we  decided  to  experiment  by  adapting  this 
War  Bird  Soleplate  to  the  Big  Bertha  Metal  Wood  line. 
The  Result  is  that  each  Big  Bertha  War  Bird  Metal  Wood 
is  now  even  easier  to  get  the  ball  properly  airborne  from 
almost  any  he  -  in  the  fairway  or  the  rough.  The  Big 
Bertha  Fairway  Woods  # 2, 3, 4,  and  5  now  have  the 
incomparable  versatihty  most  all  golfers  find  when  using 
their  Big  Bertha  HeavenWood' M  and  Divine  Nine.'" 
For  the  reasons  why,  please  read  the  imaginary 
interview  between  a  Callaway  Customer  and  Richard 
Helmstetter,  Senior  Executive  Vice  President  and  Chief  of 
New  Products  for  Cdlaway  Golf  Company. 

Callaway  Customer:  Why  a  new  Big 

Bertha  Metal  Wood? 
Helmstetter:  Because  we  found  a  way 
to  make  a  better  one. 

Callaway  Customer:  Simply  by  adding 
the  War  Bird  soleplate  to  each  club? 
Helmstetter:  No  -  not  simply.  First,  we  redesigned 
some  parts  of  the  interior  and  then  we  carefully  adapted 
theWai  Bird  soleplate  concept  precisely  to  each  of  the 
other  club  heads.  This  called  for  a  major  new  tooling  job. 
Callaway  Customer:  What  did  this  do  for  most  golfers? 
Helmstetter:  Each  Big  Bertha  Driver  and  Fairway  Wood 
now  becomes  easier  to  use  successfully 
off  of  fairway  lies  and  out  of 

the  rough  ...  just  like  ^ 


the  original  Big  Bertha  #7  HeavenWood. 
Callaway  Customer:  Why? 
Helmstetter:  Because  this  new  War  Bird  soleplate  slides 
through  the  turi.  First,  notice  the  flowing  design  on  tlie  War 
Bird  soleplate.  It  has  no  cut  outs  or  harsh  ridges  that  can 
catch  the  ground  and  result  in  lost  force.  This  is  especially 
true  on  the  War  Bird's  rounded  leading  edge,  which  is 
shaped  and  acts  much  like  a  flat  keel  on  a  boat,  which 
instead  of  cutting  through  tlie  water,  ghdes  over  the  top  of 
it.  Second,  the  concave  facets  on  the  trailing  side  of  the 
War  Bird  soleplate  actually  uses  the  "rough"  grass  to  hft 
the  dub  back  out  of  the  turf  and  keeps  it  from  digging  in. 
So  you  can  make  a  confident,  aggressive  swing. 
Callaway  Customer:  But  why  does  the  driver  need  the 
War  Bird  soleplate.  Isn't  it  just  for  the  rough? 
Helmstetter:  No  actually,  with  the  War  Bird  soleplate, 
the  Big  Bertha  Driver  becomes  like  a  1 5th  club  in  your 
bag.  For  the  first  time  many  golfers  will  be  able  to  hit 
their  driver  directly  off  the  fairway 
Callaway  Customer:  When  can  I  find  the  new 
Big  Bertha  War  Bird  in  my  golf  shop? 
Helmstetter:  Beginning  around  Apnl  1 5  th  in  many 
aieas  of  the  country. 
Callaway  Customer:  If  I  can't  find 
one,  may  I  call  Collaway  for  help.    ^  3\l^U/<>  ■ 
Helmstetter:  Yes.  Phone  toll  ^GOLF 
free:  (800)  228-2767  rou  can't  argue  with  physics  - 

2285  Rutherford  Road,  Carlsbad,  CA  92008 
(800)  228-2767 
In  California,  call  (619)  931-1771 
In  Canada,  call  (800)  361-5678 
Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 
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ing  the  1977  U.S.  Open  and  1982 
A  Championship. 

It  was  a  little  different,"  he  said, 
vas  executive  vice-president  and 
:f  operating  officer  of  the  club.  I 

involved  in  everything." 
^Jot  that  Lucius  wasn't  busy  at 
mpic.  When  he  wasn't  overseeing 

large  merchandise  tent  in  the 
<ing  lot,  he  kept  tabs  on  the  30 
ticipants,  the  course  and  the 
ing  range. 

It  was  a  lot  of  fun  having  the  best 

rers  in  the  world  here,"  said  Lucius. 

S  couldn't  have  been  happier  about 

tt  they  said  about  the  course.  I 

"l't  hear  a  disparaging  word." 

sfeither  did  Fleming. 

By  comparison  to  a  U.S.  Open,  it 

ned  easier  to  manage,"  Fleming  said.  "It  was 
a  tun  experience.  We  were  able  to  achieve  the 
conditioning  we  ever  have  had  here." 

ndeed,  the  historic  Lake  course,  one  of  two  on 

site,  was  the  star  of  the  show.  Players  raved 

Lit  it. 

This  course  is  awesome,"  said  Paul  Azinger. 
;  a  masterpiece." 

Vdded  Tom  Kite,  "Pebble  Beach  is  my  favorite, 
this  is  not  far  behind.  It  has  incredible  balance." 
["he  comments  came  as  no  surprise  to  the  4,700 
)  members,  nearly  1,000  of  whom  hold  golf 
ileges. 

The  golf  course  stood  on  its  own."  Hughes  said, 
lie  real  winners  of  the  event  were  Bay  Area 
ities.  An  estimated  $450,000  was  raised,  and 
nizers  hope  to  do  even  better  next  October 
n  the  event  returns  to  Olympic. 
The  big  thing  is  the  charity  angle,"  said  club 
ident  Vince  Kilduff.  "That  was  the  whole  goal 
le  beginning." 

.nother  objective  was  to  minimize  disruptions 
le  club.  Cross  took  care  of  the  little  details, 
setting  up  175  portable  bathrooms  and  six 
ession  stands.  He  also  distributed  2,500  feet  of 
i  mesh  fence,  60  coils  of  rope  and  2,000  stakes. 
They  know  what  they're  doing,"  Kilduff  said 
e  PGA  TOUR  staff.  "It's  their  business.  It  ran 
smooth.  It  just  kind  of  happened." 
3r  the  first  time  at  Olympic,  corporate  sky 
s  were  constructed  behind  the  16th  and  18th 


greens.  Twelve  corporate  tents  were  sold,  with 
nearly  70  companies  participating. 

"Corporate  America  is  beginning  to  recognize 
this  tournament,"  said  Hughes.  "It  has  really 
grown  in  stature  and  the  significance  has  changed.' 

Not  that  Hughes  was  satisfied.  The  tournament 
faced  direct  competition  that  week  from  the 
San  Francisco  Giants,  the  San  Francisco  49ers,  Cal 
and  Stanford. 

"I  think  we  underestimated  the  competitive 
nature  of  the  sports  market  in  the  Bay  Area," 
Hughes  said.  "We  had  hoped  to  have  a  little  more 
corporate  support.  Given  all  the  variables,  I  think 
we  had  a  tremendous  year." 

Nearly  100, 000  spectators  attended,  and 
organizers  think  they  will  surpass  that  figure  the 
second  time  around. 

"It  should  be  a  bigger  and  better  experience," 
said  Kennedy.  "The  Olympic  Club  can  contribute 
more.  We  can  fine-tune  things." 

Avelar  will  return  as  volunteer  chairman. 

"All  four  vice-chairmen  are  back,"  he  said. 
"We'll  have  some  changes  because  some  people 
want  to  do  something  different.  We'll  accommo- 
date that." 

As  for  his  vacation  time,  Avelar  doesn't  mind 
surrendering  another  week. 

"It's  a  great  cause,"  he  said.  ■ 

For  corporate  hospitality  and  ticket  information, 
call  800-741-3161  or  41  5-587-7888. 


A  a  f  stimated 
$450,000 
was  raised  at 
THE  TOUR 
Championship 
last  October. 
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BY  BOB  VERDI 

When  am  a  three-font  putt  to  save  par  at 
gut-check  time  in  a  $  1  million  dollar  tournament 
wund  like  fun? 

When  Gary  McCord  and  Roger  Maltbie  are 
whispering  into  their  microphones.  And 
why  not?  To  99%  of  the  population,  golf 
is  intended  to  be  enjoyable,  an  escape, 
the  very  essence  of  relaxation.  Golf  is  perhaps  the 
ultimate  sport  for  socializing.  Conversation  and 
comradeship  are  as  intrinsic  to  the  game  as  bunkers 
and  trees.  Besides,  it  golf  is  the  sport  to  be  played 
from  ages  8  to  80,  are  we  supposed  to  spend 
those  years  in  stony  silence? 

Life  is  tough  enough,  especially  for  those  precious 
few  golfers  who  need  to  sink  those  three-footers 
to  feed  the  family.  McCord  and  Maltbie  have  been 
there  -  and  still  are  -  which  renders  them  the 
perfect  people  for  their  situations.  Virtually  every 
week  during  the  PGA  TOUR  season,  McCord  and 
Maltbie  are  either  playing  golf  or  broadcasting  it. 
And  their  business  is  our  pleasure. 

"A  scary  thought,"  says  McCord.  "Roger  and 
I  grew  up  in  California  and  came  up  together  on 
the  mini-tour.  The  thought  of  one  of  us  ever  being 
allowed  on  the  air  is  frightening.  But  both?" 

These  M  &  M  boys  of  summer  —  McCord 
with  CBS  and  Maltbie  with  NBC  -  are  not  alone. 
Peter  Jacobsen,  another  card-carrying  member  of 
the  TOUR  who  does  not  lack  for  personality,  will 
continue  to  telecast  selected  events  for  ABC,  but 

NBC  golf  analyst  and  1994  TOUR  winner  Johnny  Mit/er 
takes  a  hard  look  at  this  Sunday  pin  placement. 
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has  opted  to  play  more  during 
1994.  Andy  North  and  Gary  Koch 
have  worked  with  ESPN.  Johnny 
Miller,  a  staple  on  NBC,  won  at 
Pebble  Beach  in  February.  And, 
of  course,  Jack  Nicklaus,  no  less 
than  the  greatest  golfer  ever,  has 
been  known  to  do  18  holes  of  hard 
labor,  then  climb  into  ABC's  tower 
for  expert  analysis.  Which  reminds 
us  why  the  M  &  M  boys,  it  not 
the  first,  come  across  as  best.  It's 

called  perspective. 

*      r  Gary  McCord  of  CBS 

"Look,"  said  Maltbie,  "if  I  was  Jeff  (Squeeky)  Medlin. 
going  to  be  the  next  Jack  Nicklaus,  I  think 
I  would  have  known  by  now.  I've  been  out  here 
a  long  time.  Golf  has  given  my  family  and  me  a 
wonderful  life,  and  I've  led  a  privileged  existence, 
which  I  really  do  appreciate.  I'm  out  here  to  earn 
a  buck,  yeah,  but  I'm  also  out  here  to  have  a 
few  laughs." 

Maltbie  has  succeeded  mightily,  early  and 
often.  While  building  his  resume  as  PGA  TOUR 
Rookie  of  the  Year  in  1975,  he  won  consecutive 
tournaments  —  the  Quad  Cities  Open  and  the 
Pleasant  Valley  Classic.  Immediately  after  the 
latter,  Maltbie  felt  compelled  to  revel  in  his  good 
fortune.  So,  he  adjourned  to  an  establishment  in 
nearby  Worcester,  MA.  Alas,  it  would  prove  not 
to  be  a  casual  watering  hole,  and  our  champion 
awakened  the  next  morning  quite  penniless. 

"Once  I  focused,"  Maltbie  recalled,  "I  realized 
I'd  lost  my  $40,000  winner's  check.  Left  it  on  the 
bar.  I  phoned  the  tournament  to  have  it  replaced. 
No  problem.  Then  I  called  the,  uh,  restaurant. 
They  eventually  found  the  original  and  asked  if 
they  could  frame  it.  For  lore.  That's  where  all  the 
stories  start,  if  you  know  what  I  mean." 

There  is  no  record  of  McCord  ever  misplacing 
a  winner's  check  from  the  PGA  TOUR,  and  for 
the  quaintest  of  reasons.  He's  never  had  one.  Since 
debuting  on  the  PGA  TOUR  in  1973,  when  he 
amassed  $499  to  land  with  a  thud  at  423rd  on 
the  money  list,  McCord's  best  finishes  have  been 
second  in  the  Greater  Milwaukee  Open  in  1975 
and  a  tie  for  second  in  the  same  tournament  two 
years  later.  That's  a  pretty  decent  report  card  from 
Wisconsin.  Problem  is,  there  are  49  other  states. 

"My  career  started  slowly  and  tapered  off  from 
there  to  downright  pathetic,"  McCord  noticed. 


(left)  and 


\  "I  spend  year  after  year  running 
2  into  walls  head  first.  My  worst 
5  flaw,  among  many,  was  an  inability 
£  to  concentrate  on  anything  for  any 
I  longer  than  1 1  seconds." 

So  it  was  that  McCord  found 
himself  on  an  airplane  in  1985, 
pointed  toward  the  Memorial  in 
Dublin,  OH.  The  CBS  golf  crew, 
captained  by  much-decorated  pro- 
ducer Frank  Chirkinian,  was  also 
aboard.  Only,  they  knew  where 
they  were  going.  McCord  had  no 
particular  direction,  but  he  did 
have  the  good  sense  to  tug  on  Chirkinian's  sleeve 
and  inquire  about  the  world  of  television.  McCord 
was  told  to  report  to  the  1 6th  hole  a  couple  of 
days  later  to  sit  beside  Verne  Lundquist,  a  veteran 
with  a  velvety  voice.  Suddenly,  McCord  was  told 
to  put  on  the  headset  and  talk.  The  rest,  as  they 
say,  is  hysteria. 

"It  went  that  way  for  a  couple  years,"  McCord 
said.  "I'd  go  to  a  tournament  and  see  Frank.  He'd 
say,  'I'll  talk  to  you  after  you  miss  the  cut'  and 
then  Frank  would  put  me  to  work.  Same  thing 
every  week.  I'd  show  up  for  a  tournament,  miss 
the  cut,  and  then  Frank  would  put  me  on  the  air. 
Eventually,  I  signed  a  contract,  and  here  I  am, 
coming  into  your  living  rooms,  ready  or  not." 


Roger  Maltbie  of  NBC  (left)  with  John  Daly. 

McCord's  good  story  should  not  be  overwhelmed 
by  his  good  humor.  If  he  were  a  complete  and 
utter  disaster  at  age  46,  he  would  neither  be 
willing  nor  welcome  to  play  golf  at  any  venue 
featuring  galleries,  corporate  tents  and  expensive 
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Gary  Koch  of  ESPN  with 
J  wi  Gallagher,  Jr. 


■i 

cohsen. 


cars  in  adjacent  parking  lots.  In 
fact,  McCord  is  something  more 
than  a  delightful  chap  to  hire  for 
.m  outing.  He  can  still  get  the 
ball  into  the  hole. 

"And  I'll  continue  to  play 
some,"  McCord  said.  "It  keeps  you 
current.  And  if  any  of  the  guys  I 
talk  about  on  the  air  want  to  get 
in  my  face  over  something  I  said, 
they  can  find  me  in  the  locker 
room.  But  I  won't  play  much. 
The  West  Coast,  before  our  CBS 
schedule  kicks  in,  and  not  a  lot 
after  that.  Eight,  in  all.  Eight  is 
Enough!!  Pretty  snappy,  huh?" 

Maltbie,  43,  has  a  slightly  different  agenda. 
He  still  majors  in  playing  and  minors  in  broad- 
casting. Last  year,  he  played  20  events  and  earned 
$155,454,  while  handling  about  half  that  many 
tournaments  for  NBC.  It  is  an  itinerary  that  keeps 
the  juices  and  cash  flowing. 

"At  this  stage,  it's  the  right  mix  for  me,"  Maltbie 
said.  "I  don't  know  where  it's  all  going  to  lead, 
but  I'm  not  one  to  spend  a  lot  of  time  thinking 
about  the  future.  I've  never  been  afraid  of  having 
a  good  time,  but  I  do  sleep  and  I  do  work  at  my 
game  a  little  harder  than  most  people  think.  After 
all  these  years  of  beating  balls  on  the  practice 
range,  no,  I  don't  have  the  same  urge  to  do  it 
week  after  week. 

"But  that's  the  nice  thing 
about  the  mix.  I'm  the  on- 
course  rover  with  the  last 
group  on  the  leader  board, 
and  that  definitely  pumps 
me  up.  I  mean,  for  something 
like  last  September's  Ryder 
Cup  in  England,  I  would  want 
to  watch  that  if  I  were  back 
home.  The  fact  that  I  got  paid 
to  be  there,  walking  beside 
Paul  Azinger  and  Nick  Faldo, 
well,  that's  pretty  exciting. 
"NBC  said  they  wanted  to 
take  a  look  at  me  a  few  years  ago.  They  just  told 
me  to  'be  myself.'  I  don't  know  exactly  what  that 
is,  but  it's  gone  well.  My  fate  as  a  broadcaster  is  in 
other  people's  hands,  so  I  don't  worry  about  it.  I  do 
know  that,  after  a  while,  you  get  tired  of  playing. 


g  I  can  go  back  to  TV,  where  I  can 
t  take  the  red-eye  flight  from  my 
E  home  in  California  and  not  worry 
|  about  arriving  at  the  course  in 
<  peak  physical  condition.  Then  you 
do  the  TV,  you  see  guys  making 
great  shots,  you  hear  the  roar  of 
the  crowd,  and  you  get  the  itch  to 
go  play  again." 

McCord's  style  is  more  deli- 
ciously  irreverent,  but  reports  that 
he's  been  cautioned  to  tone  it  dowj 
have  been  greatly  exaggerated. 

"Once  during  a  Masters  tele- 
cast, I  mentioned  that  somebody 
hit  a  ball  into  the  cheap  seats," 
McCord  said.  "Not  a  whole  lot  of  time  passed... 
maybe  three  seconds...  before  Chirkinian  pressed 
the  button  and  let  me  know  in  my  headset  that 
there  are  no  cheap  seats  at  Augusta  National.  I'm 
sure  at  the  start,  legends  like  Pat  Summerall  and 
Ken  Venturi  didn't  know  what  to  expect  from 
me.  They  probably  still  shake  their  heads  at  some 
of  the  things  that  come  out  of  my  mouth.  But  Pat 
told  me  to  be  natural,  and  they've  all  been  great 
to  work  with.  Even  the  fat  swine  from  Merry 
Old  England." 
Say  what? 

"Ben  Wright,"  McCord  went  on.  "When  I  got 
into  this,  I  figured  it  would  be  best  if  I  not  only 
made  fun  of  myself,  but  got  the  other  guys  to  do 
it,  too.  I  couldn't  get  them  to  bite  on  it,  so  I  had 
to  attack  someone.  Ben  was  the  lucky  guy." 

And  so  it  goes.  Not  all  the  purists  like  it,  but 
McCord  nurtures  no  aspirations  of  making  every- 
body happy.  "I've  still  got  a  job,"  he  said.  "I  gues: 
that  means  something." 

So  then,  let's  indeed  hold  the  one-liners  for  a 
moment.  McCord  and  Maltbie  might  bring  us  an| 
ounce  of  mirth  every  weekend,  but  they  also  pro 
vide  several  pounds  of  credibility.  They've  played 
enough  golf,  and  still  are,  to  comprehend  that  a 
poor  shot  need  not  mean  that  its  author  is  a  poor 
golfer.  McCord  and  Maltbie  will  criticize  but 
they  don't  bludgeon.  They  respect  the  game  and 
its  players,  but  they  can  relate  to  those  of  us  who 
were  born  with  the  yips. 

If  you  don't  think  it's  possible  to  have  your 
tongue  in  your  cheek  and  still  talk  about  golf, 
stay  tuned.  ■ 


ememDer  being  a  Kid  and  coming  in  the  door  with  dirt  on  your  pants  and  mud  on  your  shoes?  Man, 
1,  man,  were  you  in  trouble.  Enter  the  all-new  1994  GMC  Sonoma  Highrider.  You're  in  trouble  again, 
he  new  Highrider  package  is  designed  to  handle  the  kind  of  trouble  you'll  find  off-road.  It  comes  with 
>mm  Bilstein  gas-charged  shocks  and  15"  wheels.  You  sit  high.  Look  good.  Ride  smooth.  (Firm,  but 
looth.)  And  with  its  available  195  HP  Enhanced  Vortec  V6,  Highrider  is  more  powerful  than  anything 
its  class*  Combine  all  that  with  standard  4-wheel  anti-lock  brakes  and  it's  in  a  class  by  itself.  But  don't 
ke  our  word  for  it.  Call  1-800-GMC -TRUCK  for  the  name  of  a  dealer  and  go  for  a  ride.  It's  no  trouble. 

OFFICIAL  SPONSOR »V#» 

mridcu/tis/m  si: 

©  1993  GM  Corp.  All  Rights  Reserved  \  GM 1  [Jyl  rfgfc 
Buckle  up.  America!  1  —  \mTmf-%Jf. 
'Excludes  other  GM  products.  S^**"* 
GM.  GMC,  GMC  Truck  and  Sonoma  are  registered  trademarks  of  General  Motors  Corporation. 
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A  mana 


BY  TIM  ROSAFORTE 


In  the  beginning,  either  Arnold  Palmer 
created  Mark  McCormack  or  Mark 
McCormack  created  Arnold  Palmer. 
It  doesn't  really  matter.  Together,  they 
became  one  and  formed  the  first  significant 
business  team  in  goll. 

With  Palmer  hitching  up  his 
pants  and  McCormack  putting 
together  the  deals,  they  went 
on  a  lucrative  ride  through  corpo- 
rate America.  They  were  equally 
dependent  on  one  another,  and 
not  much  has  changed  30  years 
later  except  McCormack's  International 
Management  Group  has  the  world's 
largest  stable  of  golfers  and  Palmer  is 
still  raking  in  over  $1  1  million  a  year, 
second  only  to  Michael  Jordan. 
Arnold  may  be  64  and  well  past 
his  golfing  prime,  but  he's  still 
peaking  at  the  box  office. 

When  McCormack  and 
Palmer  shook  hands  in  their  first 
business  deal,  professional  golf  was 
a  caravan  of  gypsies  that  shared 
rooms  and  lived  out  of  the  back  of 
their  loaded-down  cars.  This  was 
back  in  the  late  '50s,  early  '60s,  when 
golf  wasn  t  on  television  every  weekend 
when  professional  golfers  were  an 
untapped  marketing  tool.  There  was  no 
courtesy  transportation,  no  $1  million 
purses,  and  thus  no  real  need  for  golfers 
to  have  professional  business  advisors. 


Above:  Lee  Janzen  enjoying  a  relaxing  moment  with  manager 
Km  Kennerly.  Below:  Fred  Couples 

The  field  is  now  a  crowded  and  competitive 
one.  The  Golf  Writers  Association  of  Ameri 
membership  directory  lists  a  player/mana, 
er  list  of  88  firms  ranging  from  one  ma 
(or  woman)  operations  to  mega  cor 
glomerates  such  as  IMG,  whic 
runs  the  careers  of  30  PGA 
TOUR  pros  from  offices  in 
Cleveland,  London,  Los 
Angeles  and  Melbourne, 
k      Choosing  a  manager  is  or| 
of  the  most  important 
decisions  a  player  has  tc 
make.  In  some  cases,  evi 
more  important  than 
choosing  a  wife. 


FRED  COUPLES  AND 
LYNN  ROACH 

Fred  Couples  found  out  just  who 
his  friends  were  last  year,  and  Lyr 
Roach  showed  up  at  the  top  of  th 
list.  "He  worked  harder  on  the 
divorce  thing  than  my  lawyer  dii 
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iples  said  of  his  business  manager.  "We  sat 
m  a  couple  of  nights  until  2  in  the  morning 
ing  about  it.  The  idea  of  him  helping  me  out 
a  big  plus." 

loach  met  Couples  in  1985  when  he  was 
;nding  his  title  in  the  Tournament  Players 
mpionship.  Roach  was  then  an  accountant  han- 
g  athletes'  careers  for  Advantage  International 
Washington,  DC.  Couples  was  a  superstar  in 
making. 

There  was  another  guy  (with  Advantage) 
:  I  was  dealing  with.  We  just  didn't  hit  it  oil 
I,"  Couples  remembers.  "I  was  going  to  leave 
tantage.  They  came  and  said  there  was  a  90-day 
ulation  in  the  contract  to  let  them  know.  In 
:  90  days,  I  would  call  and  talk  to  Lynn.  I  was 
ng  him  how  easy  it  would  be  for  me  to  move 
stuff  someplace  else.  He  said  no  problem.  He'd 
)  me  out." 

rhat's  when  Roach  realized  most  athletes  don't 
i  because  of  management  firms,  but  because 
ersonal  relationships.  When  he  left  to  form 
Players  Group,  Inc.,  in  1990,  Couples,  Fulton 
;m,  Jay  Haas  and  Dan  Pohl  quickly  followed, 
'asn't  long  before  the  former  accountant  had 
own  "boutique-type  firm." 
A  lot  of  players  are  more  comfortable  with 
pie  than  the  big  firm,"  Roach  said  from  his 
:e  in  McLean,  VA.  "It's  just  an  easier  situation." 
t  was  Roach  who  put  together  Couples'  block- 
er deals  with  Lynx,  Cadillac  and  Ashworth, 
he's  been  very  careful  not  to  oversell  Fred.  One 
on  is  that  the  window  of  Couples'  popularity 
remained  open,  so  they  can  be  more  selective, 
second  is  Couples'  personality.  He's  not  the 
•  of  guy  to  be  tied  down  with  a  heavy  schedule 
>rporate  commitments. 

A  lot  of  people  see  Fred  as  he  is,"  Roach  said, 
doesn't  want  his  life  to  be  terribly  complex. 
11  notice  he's  got  a  sleeve  open  on  his  clothing, 
loesn't  want  to  meet  with  a  sponsor  in  every 
l  he  goes  to.  Now  that  last  year  is  behind  him, 
wants  to  focus  again  on  being  as  good  a  golfer 
I  can  be.  If  he  leaves  an  endorsement  behind, 
sOK." 

/IS  LOVE  ill  AND  VINNY  GILES 

e  was  no  "recruitment"  of  Davis  Love  III.  "I  was 
g  with  Vinny  all  the  way,"  Love  said.  Giles' 
ground  in  amateur  golf  and  his  friendship  with 


Love's  father  Davis,  Jr.,  cemented  the  relationship 
while  Love  was  attending  school  at  North  Carolina. 

"The  first  time  I  went  to  talk  to  Vinny  when  he 
was  managing  me,  before  I  went  to  TOUR  school, 
he  said,  'You  go  and  try  to  qualify  for  the  TOUR 
and  get  a  TOUR  card  and  then  I'll  talk  to  you," 
Love  said.  "That,  to  me,  told  me  what  was  best  for 
my  golf  game.  Vinny  doesn't  want  to  talk  about 
contracts  of  how  much  money  he  can  make  me  or 
what  tournaments  he  can  get  me  in.  He  wanted 
me  to  have  a  TOUR  card,  go  out  and  play  the 
TOUR  for  a  year,  learn  how  to  play  golf  first.  He's 
always  been  the  type  to  believe  in  the  philosophy, 
the  better  you  play,  the  less  you  have  to  worry  about 
what  kind  of  deals  you're  going  to  get,  because 
they're  going  to  come  to  you." 


Giles,  a  graduate  of  the  University  of  Virginia 
law  school,  won  the  U.S.  Amateur  in  1973  and 
started  his  firm,  Pros,  Inc.,  that  very  same  year. 
His  first  client  was  Allen  Miller.  Tom  Kite  signed 
in  1974.  In  1975,  Giles  signed  the  first  three  play- 
ers out  of  TOLIR  School,  Jerry  Pate,  Gary  Koch 
and  George  Burns. 

The  original  premise  was  that  Pros,  Inc.,  would 
be  a  small,  personal-service  company.  "Our  motto," 
Giles  said,  "is  that  if  you  can't  get  to  us,  or  if  we 
don't  return  your  call  in  24  hours,  we've  gotten 
too  big." 

Pros,  Inc.,  now  has  22  clients  and  four  manage- 
ment-type people.  Kite  and  Lanny  Wadkins  are  not 
only  the  two  most  established  clients  -  they  have 
approval  on  what  players  Giles  manages.  "Many 
times  I've  heard  Tom  refer  to  us  as  'We,'"  Giles  said. 

Taking  in  Love  was  a  no-brainer,  since  Kite 
had  been  assigned  surrogate  responsibilities  long 


Davis  Lore  III 
u  <ith  long-time 
friend  and  manager 
Vinny  Giles. 
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Greg  Norman  will 
have  more  time  to 
focus  on  golj  with 
the  help  of  his  new 
business  manager, 
Frank  Williams. 


before  the  plane  crash  that  took  the  life  of  Davis, 
Jr.,  in  1988.  Once  established,  Love  signed  big 
endorsement  contracts  with  Sea  Island,  Tommy 
Armour  and  Ralph  Lauren  Polo. 

"We've  turned  down  some  deals  from  beer  com- 
panies that  looked  like  a  lot  of  money,"  Love  said. 
"It  turned  out  it  was  best  for  my  career.  Vinny's 
done  the  very  smart,  conservative  things,  which  fit 
my  personality.  I  don't  need  to  be  marketed  real 
heavily,  like  a  Greg  Norman,  because  that's  just 
not  my  personality." 

GREG  NORMAN  AND  FRANK  WILLIAMS 

With  a  new  business  manager  based  at  the  office 
inside  his  Jupiter  Island  compound,  Greg  Norman 
has  freed  his  mind  to  concentrate  on  golf. 

"I  don't  work  in  my  office  anymore,"  Norman 
said.  "I  went  in  the  office  the  other  day  and  said 


to  Nina  (his  secretary),  'I've  got  nothing  to  do.  I'm 
bored.'  She  said,  'Go  practice.'" 

Norman  spent  12  years  as  the  star  client  of  the 
International  Management  Group.  The  Shark  split 
with  IMG  for  very  much  the  same  reasons  Jack 
Nicklaus  did  in  the  early  1960s.  He  wanted  auton- 


omy over  his  business  and  golf  interests,  and  at 
IMG  he  was  part  of  a  stable  that  included  such 
international  stars  as  Nick  Faldo,  Nick  Price  and 
Bernhard  Langer. 

"I  know  I  can't  be  seven  horses  in  an  eight-horse 
team,"  Norman  said. 

Frank  Williams,  the  new  managing  director 
of  Great  White  Shark  Enterprises,  ran  IMG's 
Australian  tournaments  and  first  met  Norman 
when  he  was  tournament  director  of  the 
Australian  Masters. 

"The  sheer  volume  of  stuff  that  comes  in  is  unb 
lievable,"  Williams  said.  "I  told  him  if  he  takes 
his  briefcase  on  the  plane,  I'm  going  to  take  my 
shagbag." 

Williams,  who  replaces  Hughes  Norton,  claii 
he  won't  just  be  a  yes  man  for  the  Shark.  "He  aske 
me  last  year  half-heartedly,  and  I  said,  'Forget 
it,  who  would  want  to  work  for 
you?'"  Williams  said.  "He  said, 
'That's  why  I  want  you  to  work 
for  me,  because  you're  always 
going  to  tell  me.'  There  will 
probably  be  times  when  it's  a  bi 
stormy,  but  that's  OK.  He  know 
what  I'm  like.  I've  known  him 
for  16  years.  I  knew  him  when  h 
first  started  the  circuit,  when  he 
was  a  raw  kid  from  Queensland 
He's  done  wonderful  things 
for  me  in  the  promotion  of  my 
tournament." 

Williams  had  an  idea  to  hav^ 
Norman  come  up  out  of  a  pone 
Huntingdale  wearing  an  aqualul 
and  holding  a  5-iron.  He  ran  itBn 
by  Norton  and  was  told  to  forga 
it.  He  ran  it  by  Norman's  wife, 
Laura,  and  was  told  that  "Greg 
probably  wouldn't  go  for  that. "I 
So  he  came  up  with  an  idea. 

"I  figured  if  I  wrap  it  up  ancl 
sell  it  properly,  he  might  do  it,' 
Williams  said.  "So  I  said,  'Lool< 
do  you  remember  the  scene  when  James  Bond 
came  up  in  the  aqualung,  blew  up  a  factory,  to<! 
off  his  wet  suit  and  had  a  tuxedo  on,  then  wen 
into  the  casino  with  a  pretty  girl  on  his  arm 

'"I  want  you  to  do  something  similar  to  tha 
and  he  said,  'I'll  do  it.'" 


Jeep  Grand  Cherokee  Limited 
igineered  to  take  you  far  away 
i  civilization  without  removing 


'  L  SPONSOR  OF  THE  1994 
■  'MPIC  TEAM  36  USC  380 


you  from  the  luxuries  of  life. 

That's  because  it  surrounds  you 
with  features  like  leather-trimmed 
power  front  seats,  an  acivanced 
Automatic  Temperature  Control 
system,  a  drivers  side 
air  bag,1  and  an 
optional  eight-speaker 
Infinity  Gold "'  Premium 
""V  audio  system. 


See  limited  warranties,  restrictions,  and  details  at  dealer.   "Always  wear  your  seat  belt. 


mSjcrj-x        You  also  have  the 
,^,r,^   confidence  of  four-wheel 
anti-lock  brakes  and  the 
only  V8  available  in  its  class. 

For  more  information,  please 
call  1-800-JEEP-EAGLE.  You'll  see 
that  leaving  civilization  behind 
doesn't  have  to  be  uncivilized. 


There's  Only  One  Jeep...  Jeep. 

A  Division  of  the  Chrysler  Corporation 


Jeep  is  a  registered  trademark  of  Chrysler  Corporatii 


The  Merrill  Lynch 
Shoot-Out  Championships 
are  held  at  first-class  resorts. 
The  series  itself,  however, 
is  in  a  class  of  its  own. 

The  Merrill  Lynch  Shoot-Out  Series  attracts  the 
golfing  elite.  And  in  the  golfing  elite,  well,  let's  just 
say  it  brings  out  another  side  entirely. 

You  see,  the  Shoot-Out  events  allow  the  players  to  I 

let  loose  a  little.  Encourage  it,  in  fact.  But  that's  notif 
~  I 

to  say  that  the  Shoot-Out  is  a  frivolous  game  of  gol 
Just  the  opposite.  Every  week,  top  pros  will  play  at 
PGA  TOUR  and  Senior  PGA  TOUR  events, 
competing  for  a  purse  and  a  Merrill  Lynch  Annuity. 
These  events  will  culminate  with  championships  at 
The  Mid-Ocean  Club  in  Bermuda  and  The  Challenp 
at  Manele  on  the  Island  of  Lana'i.  And  recently,  we\i 
extended  the  series  to  the  LPGA  and  NIKE  TOURS 

Watch  as  the  greats  of  golf  maintain  peak  performari^ 
and  fierce  competition;  the  comperition,  however, 
being  just  slightly  different. 

The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 


©  1994  Merrill  Lynch  &  Co.,  Inc. 
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IL  MICKELSON  AND 
CKEY  HAMBRIC 

key  Hambric,  founder  of  Cornerstone  Sports 
(alias,  went  from  being  shut  out  in  the  Phil 
kelson  Sweepstakes  to  hitting  the  jackpot. 
The  reason  I  went  to  Rockey  is  that  in  a  nego- 
ng  situation,  I  felt  Rockey  would  handle  it 
way  I  would  want  the  situation  to  be  handled, 
t  he  was  the  most  like  me.  Whether  the  deal 
me,  I  would  want  there  to  be  positive  relations 
1  the  companies  I'm  with  and  the  companies 
I  end  up  not  being  with.  He  doesn't  ever 
;  any  doors." 

lambric  started  in  1982  when  he  shifted  his 
er  from  a  CPA  to  handling  the  career  business 
arry  Nelson.  In  1986,  he  signed  Bob  Tway 
ing  out  of  Oklahoma  State  and  Tway  respond- 
y  winning  the  PGA  Championship.  His  next 
it  was  Larry  Mize,  and  Mize  won  the  1987 
ters.  He  signed  Scott  Simpson  in  1987  and 
pson  won  the  U.S.  Open.  Nelson  concluded 
year  by  winning  the  PGA,  giving  Cornerstone 
out  of  five  major  championship  winners, 
iis  firm  grew  to  30  players,  including  the 
ition  of  Corey  Pavin  in  1991-  Dudley  Hart  is 
ected  to  be  his  next  superstar,  but  the  real 
herlode  is  Mickelson,  who  has  already  signed 
ative  deals  with  Yonex,  Etonic,  Titleist,  Rolex, 
yhawk  and  Fairway  Blues.  His  one-day  outing 
s  $30,000,  and  he  has  already  turned  down  a 
nament  in  Japan  the  week  of  this  year's  Buick 
tational  of  California  that  would  pay  him  more 
i  appearance  contract  than  it  would  to  defend 
itle  and  win  the  U.S.  tournament. 
There  have  been  companies  that  wanted  me," 
<elson  said.  "But  when  they  find  out  what  my 
ir  amount  would  be,  they  go  away.  My  feeling 
may  not  be  worth  the  price  I'm  asking,  but  I 
t  want  to  do  it  for  anything  less  if  I  don't  need 
m  not  scrounging  for  every  dollar." 

GALLAGHER,  JR.,  AND  EDDIE  ELIAS 

Gallagher  signed  with  Eddie  Elias  just 
winning  his  first  TOUR  event  in  1990  at 
/aukee.  Before  that,  he  spent  the  first  six 
managing  his  own  career.  "I  didn't  feel  like 
ded  an  agent,"  Gallagher  said.  "I  just  did  every- 
;  on  my  own.  I'd  book  outings  through  word  of 
h.  Without  winning  a  tournament,  your  value 
ferent.  I  didn't  think  I  needed  an  agent." 


Fuzzy  Zoeller  and  Dunlop  Maxfli  rep  Joe  Moses 
recommended  Gallagher  to  Elias'  firm,  which 
started  35  years  ago  with  Tommy  Bolt  as  its  first 
client.  Chi  Chi  Rodriguez  was  next  to  join  Elias, 
who  is  based  in  Akron,  OH,  and  has  offices  in 
Miami  and  Cleveland.  Others  in  the  stable  include 
Gary  McCord,  Ken  Venturi  and  Bob  Murphy. 

"The  neat  thing  about  Eddie  representing  you 
is  it's  like  a  family,"  Gallagher  said.  "I  wanted 
somebody  who  cared  the  best  for  me  as  a  person." 

What  impressed  Gallagher  the  most  was  after 
he  lost  a  playoff  to  Tom  Purtzer  in  the  1991  NEC 
World  Series  of  Golf.  Knowing  Gallagher  was 
down,  Elias  threw  together  an  impromptu  party 
that  about  30  members  of  the  Gallagher  clan 
attended  at  his  home  in  Akron. 

"Right  there  he  went  from  the  level  of  an  agent 
to  a  friend,"  Gallagher  said.  "That  made  the  rela- 
tionship special.  I  realized  then  that  our  friendship 
came  first." 

With  Barry  Terjesen  handling  this  account, 
Gallagher  signed  deals  to  represent  the  Ernst  & 
Young  accounting  and  investment  firm  and  the 
new  Brickyard  Crossing  course  Pete  Dye  designed 
at  the  Indianapolis  Motor  Speedway.  This  was 
before  Gallagher  became  a  giant  killer  by  defeat- 
ing Seve  Ballesteros  in  Ryder  Cup  singles 
and  Greg  Norman  in  THE  TOUR  Championship. 

Gallagher's  daily  fee  is  up  to  $15,000,  and  he's 
become  one  of  the  hottest  new  properties  in  profes- 
sional golf.  What  makes  him  such  a  hit  at  pro-ams 
is  that  he's  a  great  communicator.  "I'm  just  a  normal 
person,"  Gallagher  said.  "I  can  relate  to  just  about 
anybody.  That  makes  me  a  big  plus  in  pro-ams 
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Phil  Mickelson 
has  signed  deals 
with  Yonex,  Etonic, 
Titleist.  Rolex. 
Grayhawk  and 
Fairway  Blues 
under  the  direction 
oj  Rockey  Hambric. 


PGA  TOUR  42 


The  280 -Horsepower  Lincoln  Mark  VIII 

When  you're  in  your  Mark,  before  you  even  turn  the  first 
corner,  or  for  that  matter  before  you  even  turn  on  the 
ignition,  you  know  you're  in  for  more  than  just  your  standard 
driving  experience. 

Inside  Mark  VIII's  economically  designed  cockpit, 
you'll  notice  something  not  available  on  any  other  luxury 
sport  coupe:  Autoglide  front  seats  that  move  forward  to  make 
room  for  easy  entry  and  exit  when  the  seatbacks  are  tipped 

In^bur  Mark.  Get  Set.  Go. 

fully  ahead.  When  returned  to  their  normal 

§     upright  position,  the  seats  automatically 

glide  back  to  their  original  location. 

Now  fasten  your  seat  belt. 

The  280-hp  32-valve  engine  will 

rocket  you  to  wherever  you  need  to  go. 

There's  also  standard  dual  air  bags*  anti-lock 

brakes  and  an  exclusive  computer-managed 
fcxclusive  dual  0 
Autoglide  seating 

system.  suspension  that  automatically  lowers  the 

car  at  55  mph  for  better  handling  and  less  wind  resistance.  And 
all  Lincolns  are  backed  by  the  Lincoln  Commitment,  a 
comprehensive  ownership  benefits  program  that  includes  24-hour 
Roadside  Service  Assistance  and  service  loaner  provisions." 

So  get  in  your  Mark.  And  get  set  for  a 
truly  unique  driving  experience.  For  more 
information  call  1  800  446-$ 


LINCOLN  MFRCURY  DIVISION  '  SBgj  Buckle  up-logethet  •<  can  save  lives.  'Driver  and  front  passenger  Supplemental  Restraint  System  Always  wear  your  safety  belt  "See  dealer  for  details 


I  LINCOLN 

What    A    Luxury    Car    Should  Be 
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Payne  Stewart 
fashionably  dressed 
in  knickers. 


with  corporate  people.  A  lot  of  guys  who  are  great 
players  are  more  introverted  than  I  am.  Ahybody 
I  do  an  outing  with,  I  want  them  to  leave  feeling 
that's  one  of  the  best  times  they've  ever  had  on  a 
golf  course." 

PAYNE  STEWART  AND  ROBERT  FRALEY 

Payne  Stewart  and  sports  attorney  Robert  Fraley 
met  as  neighbors  at  Arnold  Palmer's  Bay  Hill 
Club  and  Lodge  in  Orlando,  FL.  They  became 
such  good  friends  that  Stewart  asked  Fraley  and 
his  wife  to  become  godparents  to  his  children. 

Stewart  had  just  left  ProServ  when  he  asked 
Fraley  to  look  at  some  of  his  contracts.  "He  didn't 
play  golf  and  wasn't  interested  in  golf,"  Stewart 
said.  "He  kind  of  did  it  as  a  favor." 

Fraley  s  clientele  was  predominantly  big-name 
NFL  coaches.  He  represented  Bill  Parcells,  Dan 
Reeves,  Joe  Gibbs  and  Buddy  Ryan.  But  it  was 
those  NFL  connections  that  helped  put  together 
one  of  the  most  lucrative  contracts  in  golf,  a 
deal  that  must  be  good  for  both  sides  since  NFL 
Properties  renewed  it  in  1992  for  five  years. 

Stewart  already  stood  out  by  wearing  knickers 
during  tournament  play.  But  by  coordinating 

those  knee-length  pants 
with  shirts  bearing  NFL 
team  colors,  Stewart 
identified  a  different 
market.  When  he  won 
the  PGA  Championship 
in  1989  at  Chicago's 
Kemper  Lakes,  Stewart 
was  wearing  the  colors 
of  the  Bears.  There  isn't 
a  press  room  he  doesn't 
walk  in  that  a  reporter 
asks  what  his  lineup  is 
for  the  week. 

Stewart's  success  in 
the  marketplace  con- 
vinced Paul  Azinger  and 
Jim  McGovern  to  seek 
representation  by  Fraley. 
Azingers  business  affairs 
were  being  handled  by 
his  father,  Ralph,  and 
McGovern 's  by  his  father, 
Howard.  In  1987,  Fraley 
formed  his  own  golf 


management  firm,  called  it  Leader  Enterprises,  Inc 
and  hired  David  Moorman,  a  law  graduate  and 
collegiate  golfer  at  Notre  Dame,  to  run  it. 

Stewart  has  since  added  Lexus  and  Spalding  t( 
his  portfblio  and  trusts  Fraley  to  handle  his  futut 
as  if  it  were  his  own. 

"Finding  honest  people  in  this  business  is  prett 
tough,"  Stewart  said.  "Robert's  integrity,  the 
people  he's  associated  with,  the  other  clients  he 
has,  told  me  he  was  nothing  but  first-class." 


LEE  JANZEN  AND  KEN  KENNERLY 

The  first  time  they  met  was  at  PGA  TOUR  schoc 
in  1989  at  the  TPC  at  The  Woodlands  near 
Houston,  TX.  Lee  Janzen  just  shot  77  in  the  fifth 
of  six  rounds,  with  a  41  on  the  inward  half.  The 
last  thing  he  was  thinking  about  was  managemer 
groups  —  he  didn't  know  what  to  think  when 
Ken  Kennerly  walked  up  and  said  he  played  well 

"My  wife  and  I  didn't  know  anything  about  I 
management  groups,"  Janzen  said.  "We  were  bol 
taken  back  by  this,  that  anybody  was  even  recrul 
ing  me  before  I  finished." 

Janzen  shot  72  the  final  round  and  finished 
16th  to  earn  his  TOUR  card.  He  also  kept 
Kennedy's  card  and  became  the  star  in  a  young 
stable  Advantage  assembled. 

At  the  time,  Janzen  was  just  a  diamond  in 
the  rough,  but  once  he  started  to  hit  fairways 
the  sponsors  started  to  line  up.  Kennerly  put 
together  deals  with  Founders  Club  equipment 
Cross  Creek  shirts,  Titleist  balls  and  one  of  the 
most  prominent  logos  in  golf,  Sharp's  non- 
alcoholic beer. 

You  should  know  the  rest  of  the  story.  Janzen, 
with  two  victories  under  his  belt,  won  the 
1993  U.S.  Open  at  Baltusrol  and  was  all  over 
worldwide  television  for  four  days  last  summe 
"The  hat  is  the  most  exposed  item  on  a  player, 
Janzen  said.  "Unofficially  I've  heard  the  U.S. 
Open  was  worth  $2  million  in  advertising  thaj 
week  for  Sharp's." 

When  the  season  ended,  Janzen  was  in  the  ca 
bird  seat.  But  so  was  Kennerly,  who  left  Advant 
to  work  for  Golden  Bear  Sports  Management. 
Janzen,  who  signed  a  lucrative  off-season  deal  t 
play  Hogan  clubs  would  soon  follow  Kennerly. 
What  resulted  was  a  unique  arrangement  wher 
both  Advantage  and  Golden  Bear  would  mana£ 
the  U.S.  Champion  for  the  1994  season.  ■ 
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DIGITAL 
PIONEERS 

BLAZING  A  TRAIL  ON  THE  INTERACTIVE  FRONTIER 


Pop  Rocket  Inc.  found- 
ers Joe  Sparks,  his 
wife,  Maura,  and 
friend  Kent  Carmical 
have  been  holed  up  in 
a  San  Francisco  Victo- 
rian for  two  years. 
They  quit  good  jobs, 
drained  their  bank  ac- 
counts, and  borrowed 
money— all  to  make  Pop  Rocket  a  big 
name  in  a  new  category  of  entertain- 
ment software.  They're  about  to  unleash 
on  the  world  their  brainchild:  a  CD-ROM 
called  Total  Distortion  that  is  an  alto- 
gether different  breed  of  software  cat- 
part  video  game,  part  Hollywood  mo- 
vie, part  music  video.  Says  Carmical: 
"We're  going  to  be  big  and  famous." 

Forty  miles  south,  in  Silicon  Valley, 
Strauss  Zelnick,  the  former  head  of 
Twentieth  Century  Fox  Film  Corp.,  is 
making  his  bid  for  the  same  fame.  He 
quit  Hollywood  to  lead  a  band  of  com- 
puter jocks  at  startup  Crystal  Dynamics 
Inc.  The  company's  goal:  to  become  the 
first  "interactive  studio  of  the  future." 
One  of  its  first  programs  is  The  Horde,  a 
medieval  adventure  starring  actor  Kirk 
Cameron  of  the  TV  sitcom  Growing 
Pains.  Says  the  36-year-old  Zelnick: 
"We're  on  the  cusp  of  doing  something 
extraordinary  here." 

Back  East,  on  a  quiet  street  in  the 
Riverdale  section  of  the  Bronx,  a  dozen 
programmers,  artists,  and  writers  have 
taken  over  a  three-family  house.  They're 
finishing  up  Millennium  Auction,  the  first 
product  from  three-year-old  Eidolon  Inc. 
Founded  by  an  American  physicist,  fund- 
ed by  an  Armenian  contractor,  and 
staffed  by  ambitious  twentysomethings 
from  all  over,  Eidolon  sees  its  future  in 
"intelli-tainment"— games  for  grown-ups 
that  combine  adventure,  high  finance, 
and  a  dose  of  social  satire.  Says  Presi- 
dent Vatche  Kalaidjian,  a  25-year-old 


Jordanian  engineer:  "We  are  one  of  the 
leaders  of  the  pack." 

Meet  the  digital  pioneers— apparently 
sane  people  doing  insane  things  such  as 
risking  everything  they  have  ever- 
owned  to  stake  a  claim  in  the  next  fron- 
tier of  the  digital  revolution— the  land  of 
"interactive  content."  This  is  the  gold 
rush  of  the  Information  Age,  a  mad  dash 
to  come  up  with  a  new  genre  of  soft- 
ware that's  compelling  enough  to  keep 
consumers  glued  to  their  new  500-chan- 
nel  cable  systems  and  exploring  the  In- 
formation Superhighway.  Never  mind 
that  interactive  TV  won't  even  be  tested 
until  this  summer  and  that  the  Infor- 
mation Superhighway  itself  may  be 
years  away  from  completion.  Hundreds 
of  entrepreneurs  from  all  walks  of  life 
and  from  across  the  globe  are  heading 
into  the  new,  uncharted  territory  where 
computers,  telecommunications,  and  tele- 
vision converge. 

HOT  TICKET?  And  every  one  of  them  fig- 
ures he  or  she  has  as  good  a  chance  as 
the  next  person  to  hit  paydirt:  Nobody 
really  knows  what  kind  of  programming 
will  click  in  this  new  and  untamed  medi- 
um. It's  a  telling  sign  that  industry  folk 
refer  to  their  efforts  simply  as  "content." 
Even  they  have  no  idea  what  combina- 
tion of  Hollywood  pizzazz  blended  with 
new  computer  capabilities  will  make  the 
Spud  Family  want  to  interact  with  their 
TV  shows. 

Will  the  hot  ticket  be  dramas  in 
which  you  guide  the  plot?  Will  it  be 
game  shows  where  all  viewers  can  com- 
pete for  prizes?  Maybe  it's  extracting 
additional  information  from  a  news  pro- 
gram, sports  show,  or  documentary  with 
the  click  of  a  button.  Or  will  it  be  just 
shopping  electronically  in  the  virtual 
mall.  "We  are  still  in  the  era  where  we 
are  struggling,"  explains  Stan  Cornyn, 
who  founded  Warner  New  Media  and  is 
now  executive  vice-president  of  Media 
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Vision  Technology  Inc.  in  Silicon  Valley. 
"This  is  like  the  early  days  of  movies." 

Indeed  it  is.  Experts  say  interactivity 
could  explode  just  as  the  movie  industry 
did  in  the  1920s.  There  are  no  firm  dol- 
lar figures  yet,  but  market  re- 
searchers say  that 
interactive  TV  will 
gobble  up  huge 
chunks  of  businesses 
that  in  1993  generat- 
ed more  than  $300 
billion  in  revenues  in 
the  U.  S.,  according  to 
Decision  Resources 
Inc.,  a  Waltham  (Mass.) 
consulting  firm.  The  list  includes  video 
games,  a  $6  billion  market;  videotape 
rentals,  $12  billion;  premium  cable  chan- 
nels, $5  billion;  catalog  shopping,  $150 
billion;  TV  shopping,  $2.5  billion;  and 
books  and  periodicals,  $16  billion.  Ad- 
vertising-a  $130  billion  business-is  like- 
ly to  be  transformed,  too,  as  media  go 
digital  (page  103). 

Just  how  much  of  the  treasure  trove 
will  be  tapped  by  interactive  TV  depends 
largely  on  how  good  the  "new  content" 
is.  If  the  most  action-packed  video 
games  are  available  across  the  network, 
for  instance,  why  buy  game  cartridges? 
Observes  Michael  Braun,  president  of 
Kaleida  Labs  Inc.,  the  multimedia  joint 
venture  of  IBM  and  Apple  Computer 
Inc.:  "Nothing  will  happen  without  great 
content." 

"WE'RE  TROLLING."  And  great  content 
will  not  happen  without  great  talent. 
Just  as  the  "digitalization"  is  forcing  a 
convergence  of  industries— computers, 
telecommunications,  entertainment,  and 
publishing— the  quest  for  content  is  trig- 
gering a  massive  cross-pollination  of  tal- 
ent. The  roster  of  those  involved  in  the 
"new  media"  companies  reads  like  a 
United  Nations  of  Convergence:  video- 
game veterans  from  the  go-go  Pong 
days  of  Atari  Inc.,  big-name  Hollywood 
script  writers,  top  rock  musicians  such 
as  Peter  Gabriel,  former  Saturday  Night 
Live  comedian  Dennis  Miller,  master  of 
horror  movies  Clive  Barker,  special-ef- 
fects folks  from  Star  Wars  and  Jurassic 
Park,  and  a  stable  of  Silicon  Valley's 
brightest  programmers. 

These  people  are  founding  or  joining  a 
rash  of  startups,  all  with  dreams  of  be- 
coming the  Microsoft  Corp.  of  interactive 
media.  The  big  guys  want  a  piece  of 
the  action,  too.  Microsoft  has  20  to  30 
projects  under  way.  Time  Warner  Inc. 
and  Viacom  Inc.  have  stables  of  crea- 
tive types  working  on  interactivity.  And 
when  the  big  shots  of  media,  entertain- 
ment, and  software  aren't  building, 
they're  buying-or  dealing.  Says  Edward 
D.  Horowitz,  CEO  of  Viacom's  New  Me- 
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dia  &  Interactive  Television  group: 
"We're  trolling  in  Marin  County.  We're 
trolling  the  nooks  and  crannies  of  San 
Francisco.  We're  trolling  L.  A.,  and  we're 
trolling  Manhattan.  We're  being  bom- 
barded by  ideas.  That's  good  because 
no  one  has  the  one  right  answer.  This  is 
still  a  cottage  industry." 

That's  causing  a  land-rush  mentality 
on  the  wide-open  content  front.  Startup 
Rocket  Science  Games,  for  example, 
raised  $4  million  in  venture  capital  in 
one  day— without  a  business  plan.  Now, 
it's  seeking  an  additional  $15  million 
from  media  companies.  Content  maker 
Fathom  Pictures,  based  in  Sausalito, 
Calif.,  says  it  was  approached  by  81  com- 
panies, from  entertainment  conglomer- 
ates to  venture  capitalists,  before  form- 
ing a  venture  with  the  Griffin  Group, 
Merv  Griffin's  investment  company. 

Meanwhile,  King  World  Productions 
Inc.,  the  TV  distributor  for  Wheel  of  For- 
tune and  Jeopardy,  has  joined  with  Home 
Box  Office  Inc.  in  backing  Zelnick's  Crys- 
tal Dynamics.  And  Sanctuary  Woods 
Multimedia  Corp.  has  hooked  up  with 
the  Comedy  Central  television  channel. 
AT&T  has  invested  in  P.  F.  Magic  Inc.,  a 
new  San  Francisco- based  media  compa- 
ny. The  mix  of  talents  is  essential,  says 
John  Scull,  P.  F.  Magic's  managing  di- 
rector. "If  you're  going  to  get  into  a 
covered  wagon,  you  want  people  with 
different  skills." 

Even  then,  many  pioneers  won't  sur- 


vive the  arduous  trip 
across  the  frontier.  Al- 
ready there  are  warn- 
ing signs.  The  first  big 
opportunity  to  test  "con- 
tent" on  a  large  number 
of  consumers  using  a 
real,  live,  interactive-TV 
network  has  been  post- 
poned. In  April,  Time 
Warner  Cable  was  to 
begin  testing  its  "full- 
service  network"  in  Or- 
lando, Fla.  But  that  has 
been  delayed  until  year- 
end  because  of  techni- 
cal snafus.  Meanwhile, 
the  rise  in  interest 
rates,  the  Federal  Com- 
munications Commis- 
sion's rollback  of  cable- 
TV  rates,  and  a  falling 
stock  market  have  de- 
flated the  Information 
Superhighway  euphoria. 
Gone  with  it  are  such 
megadeals  as  the  Bell 
Atlantic  Corp.-Tele-Com- 
munications  Inc.  merger 
and  the  cable-TV  joint 
venture  between  Southwestern  Bell 
Corp.  and  Cox  Enterprises  Inc. 

Now,  the  first  big  interactive-TV  pilot 
is  slated  for  August  when  U  S  West 
cranks  up  a  2,500-home  trial  in  Omaha. 
The  Baby  Bell  will  offer  movies  on  de- 
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mand,  gam 
shopping,  and  information  ser 
es.  Soon  thereafter,  Viacom  plans 
launch  a  1,000-home  look-see  in  Cas 
Valley,  Calif.  By  the  time  all  the  tecl 
cal  kinks  are  worked  out,  howe\ 
widespread  deployment  of  interact! 
TV  could  be  pushed  back  to  1998, 1 
stead  of  1996,  pundits  now  predict.  I 
"STARVING  ARTISTS'  MARKET."  The  I 
suit:  Until  interactive-TV  programml 
is  ready  for  prime  time,  content  com| 
nies  are  paying  the  rent  and  honl 
their  skills  in  computer  games  or  I 
ROMs  for  multimedia  PCs.  They  call 
ROM  the  "training  wheels"  for  the  in 
active-TV  programming  of  tomorr 
But  it's  a  tough  market.  The  populai 
of    edutainment  ] 
grams  is  pumping 
growth,   but  CD-RC 
are  only  a  $450  mil) 
business,  tiny  compa 
with  video  games.  1 
it's  a  tough  way  to  e 
a  buck:  Dataquest 
says  that  one-third 
all  CD  content  com 
nies  have  revenues 
less    than  $50,000 
year,  half  of  them 
in  less  than  $125,( 
and  only  5%  make 
million  or  more, 
serves  Dataquest 
lyst  Bruce  Ryon:  "T 
is  still  a  starving 
ists'  market." 

It  could  get  wo 
The  cost  of  develoj 
the  more  novel  inte 
tive  content  is  ris 
along  with  the  qua 
Creating  traditional 
eo  games  with  cartij 
like   characters  ci| 
$50,000  to  $150,000. 
developing  the  new  £ 
re  of  programs— v 
movie-like  produc 
values— can  run  $250 
to  $2  million. 

Still,  a  hit  can 
duce  a  fortune, 
game  7th  Guest,  by  Virgin  Interac 
Entertainment,  cost  more  than  $1  mi 
to  produce.  More  than  450,000  copk 
the  electronic  novel-cum-advem 
game,  based  on  the  tale  of  a  homic 
toymaker  by  horror  writer  Matthew 
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DEALERS  IN  DIGITAL  CONTENT' :  A  SAMPLING 


STAL  DYNAMICS  (Palo  Alto, 
)  Creating  interactive 
srtainment  for  CDs.  Has 
name  investors,  including 
}  and  King  World  Produc- 
s.  Headed  by  Strauss  Zel- 
:,  former  president  and 
if  operating  officer  of 
ntieth  Century  Fox. 

TRACTIVE  NETWORK  (Sunny 
Calif.)  Pioneering  a  TV  set- 
hat  allows  viewers  to 
ract  with  sports,  games, 


and  news  shows.  Backers  in- 
clude NBC,  Tele-Communica- 
tions Inc.,  Gannett,  and  A.C. 
Nielsen.  Has  a  deal  to  supply 
programs  for  Sony  Pictures 
Entertainment  Group  and  for 
the  Game  Show  Channel, 
owned  by  Sony,  United  Video 
Cable  Ventures,  and  Mark 
Goodson  Productions. 

PARAMOUNT  INTERACTIVE 

(Palo  Alto,  Calif.)  Paramount  Com- 
munications unit  has  an 


agreement  with  AT&T  to 
create  interactive-TV  pro- 
grams. Also  has  a  deal  with 
Tachyon,  an  Oakhurst  (Calif.) 
software  company,  to  adapt 
Star  Trek:  Deep  Space  Nine. 

SANCTUARY  WOODS  MULTI- 
MEDIA (Victoria,  B.C.)  Produces 
CD-ROMs  .  Working  with 
Miller-Pickering  Syndications 
on  interactive  comedy,  includ- 
ing titles  with  former  Saturday 
Night  Live  star  Dennis  Miller. 


SPECTRUM  HOLOBYTE  (Alameda, 
Calif.)  Has  license  from  Para- 
mount Pictures  for  games 
based  on  Star  Trek:  The  Next 
Generation  and  a  deal  with' 
Edison  Bros,  of  St.  Louis  to  de- 
velop virtual-reality  games. 

VIRGIN  INTERACTIVE  ENTER- 
TAINMENT (Irvine,  Calif.)  Creator 
of  CD-ROM  hit  7th  Guest. 
Has  teamed  with  Warner 
Bros.  Consumer  Products  and 
Disney  Software. 


!  have  been  sold.  That,  say  ana- 
means  gross  revenues  of  $15  mil- 
o  $18  million  for  Virgin.  "The  eco- 
:s  can  be  spectacular,"  says  Mike 
lis,  screenwriter  of  Rising  Sun  and 
founder  of  Rocket  Science  Games, 
king  in  Silicon  Valley  is  not  unlike 
ing  in  the  Klondike,  except  fewer 
e  have  guns.  I  like  that  gold-rush 
ier  mentality." 

lother  big  seller  is  Medio  Multime- 
nc.'s  JFK  Assassination:  A  Visual 
ligation.  A  likely  model  for  interac- 
rv  documentaries,  the  disk  lets  you 
re  the  events  of  Nov.  22,  1963.  You 
oam  through  a  digitized  version  of 
Sapruder  film,  examine  computer 
ations  on  bullet  angles,  and  peruse 
ext  of  the  Warren  Commission  or 
ook  Crossfire  by  Jim  Marrs.  Medio 
more  than  3,000  copies  a  month, 
the  Redmond  (Wash.)  company 
5  to  follow  with  a  CD  on  Dr.  Martin 
sr  King  Jr. 

G  flips.  If  there's  a  pattern  to  the 
hits,  it  may  be  the  way  they  blend 
y  and  fantasy.  They  use  digitized 
?e  of  real  actors  and  settings  wov- 
,o  stories  rich  in  character  develop- 
and  complex  plots,  all  accompa- 
ny original  music.  Then,  they  add 
uterized  animation,  special  effects, 
imulation. 

■ce  Virgin's  next  project,  code- 
d  Greed.  To  make  this  aetion/ad- 
re  CD-ROM  more  realistic  than  con- 
anal  animation,  Virgin  has  hired 
x-person  stunt  team  from  the  mo- 
utman  Returns  and  is  filming  them 
5t  a  blue  screen,  doing  extraordi- 
'eats  and  flying  flips. 
ompany  has  budget- 
million  and  is  in 
ivith  Hollywood  ac- 
tars  for  the  proj- 
escribed  as  a  sci- 
iction  tale  with 
!ic  elements  a  la 
ta  Jones.  Says 
lent  Martin  S. 

)RY 


Alper:  "We  are  in  the  movie  business. 
People  just  don't  recognize  that  yet." 

Some  of  these  pseudomovies  are 
whimsical,  including  The  Horde,  in  which 
Cameron  carries  out  a  Monty  Python- 
esque  struggle  to  defend  his  medieval 
realm  against  monster-like  "hordelings." 
Others  are  dangerous  adventures  such 
as  Critical  Path,  the  tale  of  Kat,  a  gutsy, 
female  helicopter  pilot  trapped  in  a  post- 
apocalyptic  prison  factory.  Others  simu- 
late real-life  adventures— like  batting  in 
the  big  leagues  in  Fathom  Pictures'  ABC 
Sports  Presents  Power  Hitter.  And  some 
are  simply  funny,  as  in  Electronic  Arts' 
Twisted,  an  MTV-ish  spoof  of  a  game 
show,  hosted  by  Twink  Fizzdale. 

The  ideas  are  as  surprising  as  the  pi- 
oneers themselves.  Take  Pop  Rocket.  In 
the  early  1980s,  Joe  Sparks  and  Carmical 
played  together  in  the  Agents,  a  rock 
band.  In  1987,  Sparks  got  a  job  creating 
3-D  graphics  at  Paracomp,  an  early  mul- 
timedia company,  and  later  co-designed 


the  CD  game  Spaceship  Warlock.  Carmi- 
cal worked  as  a  recording  engineer  and 
at  Atari  wrote  "bloopy,  farty  music"  for 
a  couple  of  video  games. 

Then  in  1991,  they  both  saw  the  com- 
ing opportunity  in  "new  media"  and 
pooled  their  talent,  their  money,  and 
dreams.  The  result  is  Total  Distortion,  a 
surreal  game  in  which  the  player  be- 
comes a  music-video  producer.  Travel- 
ing to  the  Distortion  Dimension  to  cre- 
ate or  collect  "media  treasure"— video 
clips,  stills,  song  snippets,  lost  record- 
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ings— the  player  tries  to 
make  a  hot  music  video. 
Says  Pop  Rocket  President 
Joe  Sparks:  "This  is  rock 
music  and  capitalism  and 
adventure  all  wrapped 
together." 

It  also  is  expensive.  Total 
Distortion,  due  out  this 
summer,  has  cost  the  tiny 
startup    $250,000.  After 
emptying  their  bank  ac- 
counts and  tapping  rela- 
tives, the  founders  obtained 
cash  advances  from  busi- 
ness partners,  such  as  Elec- 
tronic Arts,  which  will  dis- 
tribute the  title.  What  if 
Total  Distortion  doesn't  hit 
the   top   of   the  CD-ROM 
charts  when  it's  released  in 
August?  Not  to  wor-  f<wm 
ry,    says  Sparks. 
"Our  skills  in  CD-ROM  \ 
are  going  to  transfer 
to   interactive  TV. 
One  day,  there  will 
be  a  Pop  Rocket  TV 
channel." 

Such  bravado  is 
the  cultural  norm  in 
San  Francisco's  so- 
called  multimedia 
gulch,  where  dozens 
of  content  startups  have  clustered.  Just 
look  at  Mechadeus.  Husband-and-wife 
team  John  Evershed,  34,  and  Deirdre 
O'Malley,  30,  spent  three  years  building 
their  business,  Mondo  Media,  around 
multimedia  presentations  for  corporate 
clients.  In  1991,  they  decided  to  go  into 
entertainment  and  launched  Cyberdog 
Studio,  which  they  later  renamed 
Mechadeus. 

FIRST,  THE  LAWYERS.  To  get  movie-quality 
stunts  on  the  cheap  for  its  first  opus, 
Critical  Path,  Mechadeus  created  a  com- 
puter-generated helicopter  using  a  toy 
replica  of  an  Apache.  Eileen  Weisinger, 
who  had  a  bit  part  in  Basic  Instinct, 
took  the  role  of  Kat,  the  helicopter-pilot 
heroine.  Friends  and  associates  of  Ev- 
ershed and  O'Malley  filled  other  roles. 
The  first  two  men  killed  are  Mechadeus 
lawyers.  Kat's  nemesis,  an  evil  general, 
is  played  by  a  former  executive  at  Me- 
dia Vision,  which  is  distributing  the  disk. 
Says  Evershed:  "We're  not  making  $30 
million  pictures  here— yet." 

Rocket  Science  Games  is  spinning 
equally  ambitious  dreams.  From  its  base 
in  Palo  Alto,  Calif.,  it  has  blended  Silicon 
Valley  and  Hollywood  skills.  Rocket's 
president,  Steven  Gary  Blank,  was  a 
vice-president  at  MIPS  Computer  Sys- 
tems and  SuperMac  Technology.  Execu- 
tive Vice-President  Peter  Barrett,  previ- 


ously of  SuperMac, 
wrote  Cinepak,  a 
CD-ROM  compression 
standard.  Program- 
mers include  a 
bunch  of  Apple 
Computer  whizzes 
who  created  Quick- 
Time, a  program  for 
using  video  on  personal  computers.  The 
remaining  co-founders  hail  from  Tinsel- 
town: Backes,  who  was  the  technical  ad- 
viser on  Jurassic  Park,  and  Ron  Cobb, 
who  worked  as  the  conceptual  designer 
on  Alien. 

Rocket  Science's  goal:  becoming  "big 
players"  in  interactive  TV  by  creating 
compelling  stories  that  emphasize  charac- 
ters and  "give  you  a  kinetic,  hang-on-to- 
your-socks  ride,"  Blank  says.  The  first, 
due  in  September,  is  Loadstar,  the  tale 
of  Tully  Bodine,  a  grizzled  but  endearing 
"space  trucker"  played  by  actor  Will  Pat- 
ton.  Actor  Ned  Beatty  also  has  a  role  in 
the  story  of  Bodine's  last  run— with  a 
cargo  of  genetically  engineered  camels- 
involving  crooks,  black  holes,  alien  at- 
tackers, and  space  cops.  The  production 
cost:  $750,000. 

But  isn't  this  just  a  fancy  video  game? 
Absolutely  not,  says  Backes:  "What 
we're  doing  is  creating  a  rich  environ- 
ment and  peppering  it  with  rich  and 
cunning  discoveries.  We  want  to  invoke 
a  lot  of  the  same  emotions  movies  do, 
like  fear  and  hope." 

Creating  such  compelling  content  will 
be  key  to  attracting  a  broad  audience  of 
adults.  Eidolon's  Millennium  Auction  has 
no  time  warps  or  space  critters.  The 
player,  on  the  trail  of  famous  artwork 
and  cultural  artifacts  such  as  Bill  Clin- 


1 


ton  s  saxo- 
phone, wanders  throug 
sleekly  realistic  work 
auction  houses  and  ga 
ies  designed  by  Yoni  I 
nig,  a  26-year-old  Isr 
sculptor.  Picking  up  cj 
and  snippets  of  gal 
talk,  the  player  trie^ 
corner  the  market. 

Making  that  all 
smooth  and  easy  is  inc| 
ibly  difficult.  Interac 
content  crafters  are  s 
ing  to  create  cinema 
experiences,  while  gi 
the  viewer  a  role  in  w' 
happening.  But  there's  a  risk  that  vJ 
the  viewer  participates,  the  action  slf 
Should  Tully  Bodine  jettison  the  c<i 
and  head  to  Mars  or  try  to  expo: 
theft  ring?  Should  you  bid  on  the 
casso  in  Millennium  Auction^.  Each 
sion  takes  the  plot  in  a  new  directio 
the  "branching"  is  seamless  and  the 
ry  remains  fast-paced,  the  experiem 
engrossing.  If  not,  the  player  quick! 
cates  the  eject  button.  "I  want  the 
to  come  right  through  the  glass— wl 
er  that  glass  is  a  TV  or  a  computer  i 
itor— and  involve  the  audience,"  exp' 
Media  Vision's  Cornyn,  a  20-year  v< 
an  of  Hollywood. 
adrenaline  rush.  It's  a  big  challe 
"There  are  all  these  big  editing  pos: 
ities  in  the  sky,"  says  Jeff  Cretcher, 
year-old  former  filmmaker  and  foui 
of  gamemaker  Luminaria.  "What's 
hind  door  No.  1?  Or  10  different  do( 
Luminaria's  Wrath  of  the  Gods  CD 
ploys  60  actors  and  300  different  t 
grounds  in  order  to  come  up  wit] 
hours  of  playing  time.  But  when 
clicks— when  the  plot  and  the  gra{ 
ami  I  lie  act  ion  and  1  he  sound  all 
together  to  form  a  new  kind  of  mult 
dia  experience— digital  pioneers  Si 
bright  future. 

It's  that  glimmer  of  a  fresh  me< 
capable  of  grabbing  the  audience  bj 
adrenal  glands  that  keeps  attracting 
talent.  It's  why  Clive  Barker,  who  w 
and  directed  Hellraiser,  is  now  wr 
original  horror  CD-ROMs  for  Virgin  I 
active.  The  first,  Ectosphere,  whi< 
budgeted  at  $L5  million,  takes  playe 
a  virtual  spirit  world.  The  material 
unusual,  says  Alper,  that  the  CD  scri 
being  optioned  as  a  movie. 
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now,  it's  downright  hip  to  go  digi- 
locker  Peter  Gabriel  has  put  out  a 
iM  with  San  Francisco-based  Bril- 
Media.  In  Xplora  I:  Peter  Gabriel's 
I  World,  Gabriel  gives  an  interac- 
our  of  his  music,  videos,  even  his 
ife.  You  can  mix  your  own  version 
Gabriel  single  or  arrange  with  pro- 
Brian  Eno  to  call  a  jam  session. 
Gabriel:  "It's  exciting  to  change 
xperience  between  the  artist  and 
erson  on  the  other  end." 


Former  Saturday  Night  Live  comedian 
Dennis  Miller  says  that  computers  are  a 
"pain  in  the  ass,"  but  he  doesn't  want  to 
be  left  behind.  He  has  arranged  with 
Sanctuary  Woods  Multimedia,  based  in 
Victoria,  B.  C.,  to  do  two  CDs:  Dennis 
Miller  That's  News  to  Me  and  Dennis 
Miller  That's  Geek  to  Me.  In  the  latter 
CD,  Miller  gives  offbeat  definitions  of 
180  computer  terms.  "I  bought  real  es- 
tate at  the  wrong  time.  I  was  going  to 
buy  Snapple  stock  and  didn't,"  he  says. 


"This  time,  I  want  to  be  in  the  game." 

The  content  game  is  sure  to  be  a  wild 
one.  As  they  seek  riches,  Miller  and  oth- 
er digital  pioneers  may  find  it's  a  little 
too  much  like  their  electronic  fantasies- 
full  of  unexpected  turns,  twists,  and  sur- 
prising outcomes.  For  every  pioneer  that 
hits  paydirt,  there  will  be  dozens  left 
in  the  dust. 

By  Kathy  Rebello  in  San  Francisco, 
with  Paul  Eng  in  New  York  and  bureau 
reports 


WHAT  IS  AN  AD  IN  THE  INTERACTIVE  FUTURE? 


Stephen  Wall- 
mark,  dealer-ser- 
vices manager  at 
BMW  of  North 
America  Inc.,  has 
a  dream:  Car 
buyers,  from  the 
comfort  of  home, 
size  up  cars  on 
the  screens  of 
I  computers  or  TVs.  Don't  like 
k?  Try  green.  How  about  a 
'ertible?  Then,  with  a  click  of 
mouse,  the  serious  shopper 
tests  an  appointment  for  a  test 
e.  Later,  the  dealer  brings  a 
over  and,  if  the  buyer  is 
[y,  goes  on-line  with  a  laptop 
o  check  inventory,  plot  leasing 
mancing,  and  even  fill  out  the 
srwork.  This  dream  could 
e  true  soon,  says  Wallmark. 
ti  on-line  services  improving 
interactive  TV  unfolding,  it 
d  be  common  to  do  car  shop- 
:  from  the  couch  "well  before 
year  2000,"  he  says, 
fust  as  digital  convergence  is 
lenging  the  worlds  of  enter - 
ment  and  media  to  come  up 
new  interactive  "content,"  the 
rmation  Superhighway  is  put- 
marketing  and  advertising  to 
test.  Many  marketers  already 
me  that  the  plain  old  30-sec- 
spot  won't  cut  it.  But  what 
'  What's  an  ad  supposed  to  do  in 
nteractive  future?  As  the  old  ways 
)ing  business  give  way  to  the  dig- 
iwirl,  "things  can  get  pretty  hairy," 
Vincent  Grosso,  AT&T  project  di- 
>r  for  interactive  television.  How 
f§  Say  a  jeans  supplier  wants  to 
rtise  in  a  retailer's  "store"  in  the 
active  mall  on  TV.  Who  does  the 
smaker  buy  the  ad  from— the  re- 
||  Or  the  interactive-TV  network? 
ve  never  been  faced  with  those 
3  of  issues,"  says  Grosso. 
ien  there  are  the  ads  themselves. 


Hawking  Fords  and  P 
interactive  advertisemen 
combined  with  lots  of  informati 
help  with  complex  buying  d< 


How  will  they  compete  with  interactive 
content?  Grosso  envisions  carmakers 
creating  games  to  let  viewers  race 
against  the  advertiser's  car,  while  the 
sponsor  points  out  his  model's  advan- 
tages—in steering,  for  example.  Virtu- 
al "travel  safaris"  with  pulldown  ad- 
vertising menus  might  work  for 
airlines,  hotels,  or  luggage  makers. 

The  scramble  for  ideas  has  opened 
the  door  for  all  sorts  of  new  marketing 
approaches.  Pacific  Data  Images  in 
Sunnyvale,  Calif.,  for  example,  has 
been  hired  to  whip  up  the  animation 


for  an  electronic  version  of  War- 
ner Bros,  stores  for  tests  of  Time 
Warner  Inc.'s  "full-service  net- 
work" in  Orlando.  To  make  TV 
shopping  entertaining,  not  just 
convenient,  PDI  animators  are 
turning  Bugs  Bunny  and  the  Tas- 
manian  Devil  into  store  guides, 
showing  off  clothing,  toys,  jewelry, 
and  souvenirs. 

"RAZZLE-DAZZLE."  But  digital  glitz 
isn't  all  there  is.  The  true  power 
of  interactivity  may  lie  in  infor- 
mation, not  entertainment.  Paula 
George  Tompkins,  chief  executive 
officer  of  The  Soft  Ad  Group,  a 
Mill  Valley  (Calif.)  creator  of  inter- 
active marketing  materials,  says 
the  most  successful  efforts  aren't 
"full-motion  video  and  razzle-dazzle 
ads."  They're  information-laden 
programs  that  help  buyers  make 
complex  decisions  such  as  choosing 
a  car  or  an  industrial-products  sup- 
plier. SoftAd  clients  include  Ford, 
Abbott  Labs,  and  the  glass  manu- 
facturer PPG  Industries.  Similarly, 
Robert  M.  Shapiro,  senior  vice- 
president  for  commercial  market- 
ing at  Prodigy  Services  Co.,  says 
his  big  advertisers  are  financial 
services,  auto  makers,  and  com- 
puter hardware  and  software 
companies. 

Many  products  may  never  need 
this  information-age  marketing  ap- 
proach and  the  interactive  "relation- 
ship" that  goes  with  it.  "There's  a  rela- 
tively small  number  of  products  and 
services  that  people  really  want  to 
have  a  relationship  with,"  says  Don  E. 
Schultz,  professor  of  integrated  market- 
ing at  Northwestern  University.  "I 
don't  particularly  want  to  have  a  rela- 
tionship with  a  plastic-garbage-bag 
manufacturer."  That  should  be  a  relief 
for  producers  of  conventional  adver- 
tising—and perhaps  for  consumers,  too. 

By  Jonathan  Berry  in  New  York,  with 
Kathy  Rebello  in  San  Francisco 
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'IT'S  LIKE  CLIMBING 
THE  HIMALAYAS' 


Can  a  Russian-born  Harvard  MBA  save  a  decrepit  tractor  factory? 


Standing  in  front  of  a  meeting  of 
150  skeptical  factory  workers, 
Joseph  Abramovich  Bakaleynik  is 
not  having  an  easy  time.  The  deeply 
suspicious  Russians  can't  understand 
why  he  wants  to  be  their  boss.  Why 
should  a  42-year-old  Harvard  University 
MBA  be  keen  to  trade  his  comfortable, 
well-paying  position  at  the  International 
Finance  Corp.  in  Washington  for  a 
$3,600-a-year  job  rescuing  an  all  but 
bankrupt  tractor  factory?  One  middle- 
aged  worker  shouts  at  him:  "If  you  have 
any  doubts,  let's  settle  them  now!" 

Bakaleynik  feigns  laughter  but  launch- 
es into  specifics.  Only  tough  measures 
will  save  Vladimir  Tractor  Factory,  he 
says.  He  plans  to  trim  the  plant's  bloat- 
ed 16,000-person  workforce  by  34%,  cut 
back  its  extensive  social  services,  and 
adopt  tighter  accounting  controls.  It's 
harsh  medicine,  but  Bakaleynik  argues 
his  strategy  of  deep  cost-cutting  is  the 
only  way  Vladimir  can  remain  competi- 
tive, both  in  Russia  and  abroad.  "The 
better  the  price,  the  more  we  shore  up 
our  position  in  the  market,"  he  tells 
workers.  His  logic  wins.  The  next  day, 
Mar.  24,  at  a  shareholders'  meeting, 
Bakaleynik  gets  98.6%  of  the  votes  to 
become  the  plant's  general  director.  He 
takes  over  May  1. 

acid  test.  If  Bakaleynik  pulls  off  a  res- 
cue, he  could  become  a  millionaire, 
thanks  to  company  stock  options.  More 
important,  saving  the  plant  could  be  one 
of  the  more  dramatic  turnarounds  in 
Russia's  shaky  new  world  ot  capitalism. 
Privatized  less  than  18  months  ago,  the 
51-year-old  plant  is  choking  on  $3.5  mil- 
lion of  debt.  And  new  orders  just  aren't 
coming.  Vladimir,  which  made  21,358 
tractors  last  year,  has  operated  only 
four  of  the  past  seven  months.  And 
when  its  workers  are  paid— as  many 
haven't  been  for  two  months— they  often 
get  just  40%  of  their  $47  monthly  pay. 

In  many  ways,  Vladimir  is  a  micro- 
cosm of  the  woes  plaguing  Russian  in- 
dustry. Although  retailers,  bankers,  and 
other  entrepreneurs  are  thriving,  the 
acid  test  of  whether  Russia  can  make 
the  transition  from  communism  to  a 


more  market-oriented  economy  lies  in 
the  struggles  unfolding  at  thousands  of 
factories  such  as  Vladimir.  Although 
some  plants,  including  Vladimir,  have 
been  privatized,  Russians  are  finding 
privatization  no  panacea.  Debt  remains 
the  biggest  problem.  Vladimir  and  other 
plants  long  depended  on  government  or- 
ders that  have  dried  up.  To  keep  work- 
forces intact,  the  factories  have  shipped 
products  but  gone  without  proper  pay- 
ment, in  effect  accepting  ious.  As  a  re- 
sult, Russia's  enterprises  now  owe  each 
other  a  staggering  $10  billion. 

The  boyish,  soft-spoken  Bakaleynik  is 
no  newcomer  to  the  plant.  His  family 
moved  from  Siberia  to  Vladimir,  an  in- 
sular, grimy  industrial  town  130  miles 
east  of  Moscow,  when  he  was  11  years 
old.  After  graduating  from  an  elite 
Moscow  university,  he  went  on  to  serve 
as  deputy  director  of  Vladimir  Tractor. 
Then,  in  1990,  Bakaleynik  enrolled  in 
Harvard  as  part  of  a  program  to  train 
promising  Russian  executives  in  Western 
business  practices.  Afterward,  he  went 
to  work  as  an  investment  officer  with 
the  IFC  in  Washington. 

While  at  the  IFC,  Bakaleynik  made  an 
initial  stab  at  becoming  Vladimir's  boss 
at  the  first-ever  shareholder  meeting 
last  June.  He  had  backing  from  Renova 
USA,  a  New  York  investment  group 
made  up  of  Americans  and  Russian  emi- 
gres, which  holds  16.6%  of  the  plant's 
shares.  But  most  shareholders,  many  of 
them  plant  workers,  voted  to  keep  on 
Anatoli  Grishin,  a  Soviet-style  manag- 
er who  had  been  director  for  18  years. 
Grishin  pledged  there  would  be  no  lay- 
offs and  vowed  to  maintain  the  plant's 
large  social-service  sector,  which  includes 


25  kindergartens,  dozens  of  apaij 
buildings,  and  three  farms. 

Before  long,  Grishin's  expensive^ 
egy  backfired.  By  last  Septembj 
couldn't  make  the  payroll.  In  Januil 
resigned.  Grishin  declined  to  t| 
BUSINESS  week.  Soon  after,  the  I 
board  of  directors  contacted  BakjJ 
and  asked  if  he  wanted  the  jol 
Bakaleynik,  the  offer  was  too  i| 
ing  a  challenge  to  pass  up. 
palatable  price.  Bakaleynik  beliei 
ports  are  crucial  to  Vladimir's  sul 
Last  year,  the  plant  sold  21%  of  i| 
tor  output  to  farmers  in  the  U.  S.l 
da,  and  Mexico— its  only  source  J 
currency.  And  despite  Vladimir's! 
edly  low-tech  product  line,  the  I 
market  has  potential.  Belarus  Mi 
turing  Inc.  in  Milwaukee,  which  l| 
the  sale  of  Vladimir's  small  31-  J 
horsepower  tractors,  sells  aboul 
Vladimir  tractors  a  year  in  the  c<| 
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AKALEYNIK  FACES 
EEP  SKEPTICISM 
ROM  AN  ALREADY 
IARD-PRESSED 
WORKFORCE 


I.  S.  market.  The  price  makes  a 
fference.  Vladimir  tractors  retail 
$6,000  to  $9,000  in  the  U.  S.  "I 
there's  a  reasonable  market  for 
for  just  the  price-driven  buyer," 
lobert  J.  Ratliff,  CEO  of  Norcross 
Dased  AGCO  Corp.,  which  makes 
il  lines  of  tractors.  AGCO's  low-end 
y  Ferguson  tractor,  which  is  man- 
red  in  Poland,  sells  for  $11,500. 
nks  to  small  but  steady  exports, 
lir  has  $7  million  in  export  re- 
es.  And  Bakaleynik  hopes  to  build 
t  by  preserving  Vladimir's  price 
age  through  cost-cutting.  Mean- 
to  spur  domestic  purchases,  he 

0  upgrade  and  expand  a  network 
s-and-service  distributors  through- 

1  former  Soviet  Union.  Bakaleynik 
ants  to  create  a  new  leasing  net- 
to  offer  customers  easy  credit 
perhaps  with  help  from  the  Rus- 
nance  Ministry  or  the  European 


Bank  for  Reconstruction  &  Development. 

But  Bakaleynik's  plans  to  boost  sales 
at  home  and  abroad  may  be  doomed  un- 
less he  can  improve  Vladimir's  manu- 
facturing capabilities.  He  reckons  he 
needs  $14.6  million  for  new  equipment. 
About  30%  of  the  plant's  gear  still  dates 
back  to  the  U.  S.  Lend-Lease  program  of 
World  War  II.  Vladimir's  boss  would 
welcome  a  Western  partner  such  as 
Deere  &  Co.,  which  declined  comment. 
Bakaleynik,  however,  admits  he  would 
also  like  government  money— and  lots 
of  it.  At  a  minimum,  he  hopes  state 
agencies  will  pay  their  bills.  That's  why 
he  supports  the  controversial  policies  of 
new  Deputy  Prime  Minister  Alexander 
Zaveryukha,  who  wants  a  $2.8  billion 
state  bailout  of  agriculture. 

Zaveryukha's  quick  rise  in  Yeltsin's 
government  recently  gave  pause  to 
many  Western  observers  who  see  his 
policies  as  antireform  and  inflationary. 


(()  Attract  a  for- 
0  eign  investor 
or  partner  such 
as  Deere  &  Co. 
or  J.I.  Case 


A  Cut  back  the 
i  socialist-era 
services  for  work- 
ers, including 
schools,  farms, 
and  apartments 


/  Introduce 
/  ]  tighter  credit 
controls  on 
product  sales  to 
state  enterprises 
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But  from  his  vantage  point,  Bakaleynik 
thinks  Zaveryukha's  approach  is  more 
realistic.  For  now,  he  doesn't  support 
the  tight  monetarist  approach  sought 
by  radical  reformers  Yegor  T.  Gaidar 
and  Boris  G.  Federov,  which  could  abort 
Vladimir's  turnaround  bid.  Tight  mon- 
ey can  come  later.  "I  hope  Zaveryukha 
can  get  some  money  into  the  agricul- 
tural system,"  he  says. 

Vladimir's  unions  could  also  stymie 
Bakaleynik's  strategy.  It's  not  certain 
how  the  workers  will  react  once  he 
starts  paring  the  payroll  and  trimming 
perquisites.  Vladimir  Tractor  has  never 
had  a  history  of  strong  labor  unions. 
But  their  mood  is  definitely  not  upbeat. 
"The  majority  of  the  people  don't  know 
what  to  expect.  The  whole  country  isn't 
working,"  says  a  middle-aged  worker, 
who  voted  for  Grishin  in  June  and  for 
the  Communists  in  December's  elections. 
pensioners.  And  morale  isn't  the  only 
labor  issue  that  Bakaleynik  is  likely  to 
confront.  He'll  also  have  to  deal  with 
an  aging  workforce.  Some  workers  are 
so  elderly  they  literally  hobble  through 
the  plant's  front  gates  on  canes.  But 
they  are  kept  on  the  payroll  because  in- 
flation is  so  fierce  many  Russian  retirees 
can  barely  live  on  their  pensions.  These 
older  workers  outnumber  younger  ones, 
who  often  are  more  attracted  to  outside 
work.  A  young  person  hustling  Snickers 
bars  and  Chinese  clothing  at  a  sidewalk 
kiosk  or  trading  booth,  for  example,  can 
easily  pull  down  $176  a  month.  "There 
are  only  a  few  young  workers  here— 
mainly  pensioners,"  says  28-year-old  Igor 
Belyakov,  who  has  worked  at  Vladimir 
for  six  years. 

All  of  Bakaleynik's  efforts  could  be 
sunk  if  Russia's  depression  persists  and 
products  don't  start  moving  again.  He 
gives  himself  five  years  at  the  outside. 
So  far,  shareholders  appear  to  be  opti- 
mistic. "I  think  the  situation  at  Vladimir 
has  bottomed  out,"  says  Len  Blavatnik, 
managing  director  at  Renova.  Blavatnik 
believes  the  plant  may  even  generate  a 
small  profit  of  $4  million  to  $5  million 
this  year.  "Not  huge,  but  reasonable  for 
Russia  in  today's  environment,"  he  says. 

Victory  would  be  sweet:  Factory 
shares  now  sell  for  $1.50,  but  Baka- 
leynik, who  holds  those  stock  options, 
says  they  could  be  worth  50  times  that 
if  there's  a  rescue.  Besides  that  incen- 
tive, Bakaleynik  uses  a  mountain-climb- 
ing metaphor  to  explain  what  drives 
him.  "It's  like  climbing  the  Himalayas," 
he  told  the  700  shareholders  who  voted 
him  into  office.  "You  go  up,  and  if  you're 
lucky,  you  come  down."  If  he  can  man- 
age that  feat,  he'll  prove  there's  still 
hope  for  Russia's  basket-case  manufac- 
turing economy. 

By  Peter  Galuszka  in  Vladimir,  with 
bureau  reports 
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THIS  DO-IT-YOURSELF  STORE 
IS  REALLY  DOING  IT 


No.  2  Lowe's  is  out  to  take  Home  Depot  down  a  peg 


Strolling  the  aisles  of  the  newest 
superstore  in  Greensboro,  N.  C, 
recently.  Home  Depot  Inc.  Chair- 
man Bernard  Marcus  was  welcomed 
with  a  syrupy  sweet,  "Hello,  Mr.  Mar- 
cus" over  the  PA  system.  A  sycophantic 
employee?  Hardly.  This  store  belongs 
to  Lowe's  Cos.,  the  No.  2  player  in  the 
home-improvement  retailing  industry. 
That  greeting  to  a  rival  resonated  with 
an  unspoken  message:  We  aren't  scared 
of  you  anymore.  Lowe's  Chairman 
Robert  L.  Strickland  shares  the  senti- 
ment. "We  are  going  to  fight  them  now," 
he  vows. 

Meet  the  new-and-improved  Lowe's. 
Over  the  past  few  years,  Strickland  has 
expanded  and  rejuvenated  the  once- 
sleepy  chain  by  opening  huge  retail 
warehouses.  After  opening  31  super- 
stores that  averaged  over  100,000  square 
feet  last  year,  Lowe's  plans  to  build  44 
this  year.  Strickland  has  been  casting  a 
wide  net  for  shoppers  by  stocking  his 
shelves  with  everything  from  drapes  to 
televisions,  while  adopting  such  policies 
as  daily  free  home  delivery. 
GIANT  OUTLETS.  Indeed,  Strickland  is 
proving  that  there's  more  than  one  des- 
tination for  the  avid  do-it-yourselfer.  Net 
earnings  for  the  North  Wilkesboro 
(N.  C.)-based  Lowe's  could  climb  42%  in 
1994,  to  $187  million,  says  analyst  Lynn 
C.  Sawyer  of  NatWest  Securities  Corp., 
as  its  revenues  climb  31%,  to  $5.9  billion. 
Wall  Street  has  also  noted  Lowe's  suc- 
cess. In  the  past  year,  Lowe's  stock  has 
more  than  doubled,  to  around  32  while 
shares  in  Home  Depot  have  dropped 
4%,  to  about  40/k  (chart).  "I  think  people 
have  overestimated  the  competitive 
threat  that  Home  Depot  brings,"  says 
Thomas  Marsico,  a  portfolio  manager  at 
Janus  capital,  which  owns  shares  in  both 
Lowe's  and  Home  Depot. 

Lowe's  hasn't  always  done  so  well. 
Formerly  nicknamed  "Slowe's,"  the  com- 
pany had  built  its  business  selling  lum- 
ber and  supplies  to  contractors.  And  for 
a  long  time,  it  ignored  the  booming  mar- 
ket of  cost  -conscious  do-it-yourselfers. 
Its  stores  were  small,  and  their  shelf 
space  and  service  were  limited.  By  con- 
trast, as  Home  Depot  expanded  from  4 
to  190  stores  in  the  1980s,  Lowe's  went 


out  of  its  way  to  woo  hardware-chal- 
lenged consumers.  It  opened  giant  out- 
lets and  staffed  its  stores  with  trained 
craftspeople  to  answer  queries  on  sub- 
jects from  plumbing  to  house  painting. 

Before  long,  Strickland,  63,  and  a  37- 
year  veteran  of  Lowe's,  saw  the  hand- 
writing on  the  drywall.  By  1991,  Lowe's 
sales  were  growing  by  only  8%  a  year, 
vs.  35%  at  Home  Depot.  So  he  em- 


product  offerings  over  the  past 
years  from  14,000  to  some  40,000| 
eluding  an  array  of  appliances  and 
electronics  that  Home  Depot  has 
tionally  shunned.  Lowe's  has  als( 
tended  Home  Depot-style  service 
the  decorating  arena.  Most  of  the  oi 
now  have  boutique  sections  where 
tomers  can  match  paint,  wallpaper 
vertical  blinds.  "Lowe's  has  fou 
niche  Home  Depot  is  not  serving, 
a  consultant  who  has  worked  for 

Lowe's  still  faces  huge  hurdle 
far,  it  has  spent  more  than  $900  m 
on  expansion.  Much  of  that  was 
rowed,  which  pushed  its  debt-to-c: 
ratio  to  40%.  To  help  fund  furthe 
pansion,  Strickland  says  he  will  cor 
an  equity  offering.  Then  there's  the; 
petition.  In  January,  Home 
opened  a  second  Expo  Design 
to  test  sophisticated,  decorator-q 
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barked  on  a  radical  plan.  At  the  end  of 
1991,  he  took  a  $71  million  pretax  charge 
against  earnings,  to  start  consolidating 
small  stores.  His  goal:  to  double  the  size 
of  Lowe's  to  600  stores  by  the  end  of 
the  decade.  Virtually  all  will  be  ware- 
house outlets.  By  limiting  Lowe's  ex- 
pansion to  small  cities  and  towns  in  the 
Southeast,  Strickland  has  so  far  avoided 
going  head-to-head  with  Atlanta-based 
Home  Depot,  which  plans  to  have  840 
stores  nationwide  by  1998. 

Strickland  also  set  out  to  broaden 
Lowe's  appeal  beyond  the  toolbelt-and-T- 
square  set.  He  has  expanded  his  stores' 


merchandise.  And,  by  1995,  the* 
will  open  37  stores  that  compete 
same  markets  as  Lowe's.  "We're 
to  try  to  knock  their  block  off,"  sr 
Home  Depot's  Marcus. 

Strickland  says  he's  ready  to 
back.  He  recalls  how  Home  Dep 
his  store  out  of  Atlanta  in  1984 
haven't  gone  back— yet,"  he  sayi 
a  wink.  It  may  be  just  a  matter  c 
before  Marcus  finds  his  name  e 
through  another  Lowe's  superstor 
time  much  closer  to  home. 

By  Maria  Mallory  in  North  \ 
boro,  N.  C. 
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"In  my  business,  I've  got  too  much  on  my  plate 
to  worry  about  long  distance  service." 


ATpT 

mi  'i^m  Brad  Johnson  is  co-owner  of  the  Georgia  restaurant.  He'll  tell  yon  it's  the  best  restaurant  of 
□VANTAGE  its  kind  in  L.A.  He'll  also  tell  you  that  keeping  it  that  way  means  worrying  about  a  thousand 
igs  at  once.  From  his  unusual  ingredients  to  his  regular  customers. 

So  it's  no  surprise  that  the  last  thing  Brad  wants  to  think  about  is  his  long  distance  service.  He  just  wants 
ings  with  no  hassle.  That's  his  AT&T  Business  Advantage. 


To  find  out  how  your  business  can  save  on  all  long  distance,  international,  Corporate  Calling  Card  calls 
1  faxes  automatically,  call  1 800  222-0400.  And  let  AT&T  work  for  you. 


Sports  Business 


THESE  DAYS,  THE  DUVAS 
ARE  THE  MAIN  EVENT 


Top  fighters  and  TV  savvy  have  made  them  knockout  promoters 


I  t  wasn't  so  long  ago  that  flamboyant 
I  promoter  Don  King  lorded  it  over 
I  the  sport  of  boxing  while  Danny 
Duva  set  up  folding  chairs  in  lileak  high- 
school  gyms  in  New  Jersey  for  his  dad's 
"club  fights."  Danny  often  made  more 
mone  y  hawking  beer  and  hot  dogs  than 
his  dad  took  in  at  the  gate. 

But  with  the  imprisonment  of  heavy- 
weight Mike  Tyson  in  1991,  Don  King 
has  gone  from  brash  bobber  to  tired 
canvasback.  Current  undisputed  heavy- 
weight champ  of  the  fight  game  is  Dan- 
ny Duva's  all-in-the-family  firm,  Main 
Events. 

Main  Events  now  boasts  a  stable  of 
25  pugilists,  including  nine  world  cham- 
pions. On  Apr.  9,  Duva  watched  client 
Pernell  "SweetPea"  Whitaker  retain  his 
welterweight  title  with  a  victory  over 
Santos  Cardona.  Less  than  two  weeks 
later,  on  Apr.  22,  clients  Evander  Holy- 
field,  the  first  fighter  to  gross  more  than 
$100  million,  and  Michael  Moorer  were 
set  to  .hike  it  out  for  the  world  heavy- 
weight title.  Then,  on  May  (i,  clients 
Lennox  Lewis  and  Phil  Jackson  climb 
into  the  ring  in  yet  another  major 
heavy  weigh'  bout. 


For  the  Duvas,  these  three  fights, 
which  are  expected  to  gross  $60  mil- 
lion, are  something  of  a  roundhouse 
punch.  Their  five  fighters  will  earn  $25 
million.  Main  Events  will  net  about  $2.5 
million.  "It's  no  different  than  producing 
a  movie  or  a  TV  show,"  says  Duva.  "You 
take  the  financial  risk  and  put  all  the 
elements  together." 
NO  SWEAT.  Since  Duva 
often  represents  both 
fighters  in  the  ring,  crit- 
ics accuse  him  of  con- 
flicts of  interest  similar 
to  those  that  plagued 
Don  King.  Duva  doesn't 
sweat  it.  "I  find  a  lot 
more  conflicts  in  the  en- 
tertainment business 
than  in  boxing,"  he  says. 


P 


STERN-IS  A  GOLD 
MINE  FOR  THE  DUVAS 


He  notes  that  superagent  Michael  Ovitz 
may  represent  people  on  every  side  of  a 
Hollywood  movie  deal,  "yet  he's  not  in 
conflict.  He's  a  genius." 

Some  boxing  insiders  say  the  same 
of  Duva,  42.  He  certainly  lacks  the  rip- 
roaring  panache  of  Don  King,  whose 
most  famous  fighter  won't  get  out  of 
stir  until  next  spring,  or  the  frenetic 


energy  of  Bob  Arum,  m 
handles  George  Foreman  I 
others.  But  Duva  brin« 
businesslike  savvy  to  a  I 
tal,  often  chaotic  sport.  I 
never  wings  it,"  says  M 
G.  Abraham,  president 
Time  Warner  Sports,  fl 
has  been  across  the  tfl 
from  Duva.  "In  a  bus™ 
that  is  illogical,  Duva  brB 
great  logic,"  says  Abralfi 
"And  he  doesn't  roll  oveM 
a  nickel." 

Main  Events  is  an  Iti 
family  affair.  Danny's  fat 
Lou,  71,  is  a  onetime  b 
with  a  cratered  face  ai 
shock  of  white  hair.  D 
wife,  Kathy,  40,  dubbed 
Mout'"  by  Lou  becaus 
her  garrulity,  is  the  gr< 
marketer.  Brother  Dir 
the  accountant,  while  s 
Donna  arranges  travel, 
other  sisters,  Deanne 
Denise,  are  the  company's  bookke 
and  receptionist,  respectively.  A 
and  a  cousin  also  work  in  the  shopj 
crowd  control.  Duva  got  his 
schooling  in  the  sweet  science  ari 
the  family  dinner  table  in  Totowa, 
Lou,  former  president  of  a  Jersey  Tj 
sters  local,  fought  professional^ 
years,  his  scarred  mug  and  crooked  J 
evidence  of  a  less-than-successful  i 
career.  He  later  turned  trainer,  manj 
and  promoter  of  local  fights  and  figh 
More  than  once,  Duva  saw  his  fa1 
keep  a  boxing  match  from  becomi| 
riot.  Just  hours  before  one  bout,  [ 
had  to  dry  out  one  drunken  palooka 
bail  out  another.  On  another  occasii  3 
fighter  ran  off  in  fear  after  seeing 
opponent:  Lou  replaced  him  with  s 
one  from  the  crowd, 
has  since  helped  1 
and  manage  13  w, 
champions. 

So  Danny  ki 
what  it  takes  for  a 
er  to  make  it  big 
heavyweight  fightei 
to  be  a  cross  het\\ 
Darth  Vader  and  IV 
Johnson,"  he  says, 
has  to  be  a  killer  a 


AY-PER-VIEW- 
FROM  BOXING 
TO  HOWARD 


destroyer  in  the  ring  but  have  a  cfj 
matic  personality  outside  it." 

Duva  graduated  from  Seton  Hall 
versity  with  a  law  degree  in  1977| 
joined  a  small  law  firm  in  Newark, 
Before  he  passed  the  bar  exam,  h 
ther  landed  him  a  key  client: 
Barnes,  manager  of  fighter  Leon  S] 
Within  the  year,  Spinks  defeated  fo 
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"I  absolutely  depend  on  three  things. 
Myself,  my  dogs  and  my  long  distance  service." 


hihi;i=hh   Bill  and  Jackie  Snodgrass  own  Washakie  Outfitting.  And  they're  out  there.  Surrounded  by 
lAGfc   the  majestic  wilderness  of  the  Rocky  Mountains.  Hut  they  don't  just  live  there,  they  run  a 
siness.  A  very  successful  one.  They  offer  long  distance  dogsled  tours. 

But  there  is  one  kind  of  long  distance  they  don't  worry  about.  Their  long  distance  telephone  service.  As 
.1  will  tell  you,  out  here  reliable  long  distance  service  is  a  matter  of  survival.  Which  is  why  he  depends  on 
'&T.  With  AT&T  FASTAR'"'  if  service  is  ever  intermpted,  the  AT&T  network  will  work  to  restore  Hill's  business 
be  up  and  running  again  in  minutes.  That's  the  kind  of  reliability  that  keeps  a  steady  flow  of  customers 


weight  champion  Muhammad  Ali,  and 
Duva  enjoyed  a  six-figure  payday.  From 
then  on,  when  he  wasn't  handling  real 
estate  closings  or  divorce  settlements, 
Duva  was  promoting  fights. 

He  paid  $100,000  for  the  closed-eir- 
cuit-television  rights  to  a  Roberto  Duran- 
Sugar  Ray  Leonard  fight  in  1980.  The  TV 
deal  made  $500,000,  and  the  Duvas  got 
40%  of  that.  Leonard,  whose  major 
fights  were  promoted  by  Arum  or  Don 
King,  took  notice.  "We  became  the  alter- 
native to  Don  King  and  Bob  Arum," 
says  Duva. 

Anxious  to  land  Leonard,  Duva  boldly 
offered  him  an  $8  million  guarantee  to 
fight  Thomas  "Hitman"  Hearns  in  1981. 
"We  had  $50,000  at  the  time,"  recalls 
Kathy  Duva.  "Our  attorney  said,  'This  is 
the  most  underfinanced  Ponzi  scheme 
I've  ever  seen." "  Duva  scrambled  to 
piece  it  together,  coaxing  $3  million  out 
of  Caesars  Palace  to  stage  the  fight  and 
an  additional  $1  million  from  Home  Box 
Office  for  the  delayed  broadcast  rights. 
When  it  was  all  over,  Leonard  collected 
not  only  his  guarantee  but  an  additional 
$4  million.  Duva  pocketed  $1.5  million, 
and  Main  Events  was  in  the  big  time. 

For  four  years  running",  Main  Events 
has  been  the  promoter  or  co-promoter  of 
the  largest-grossing  pay-per-view  events. 
Among  them:  Holyfield's  fight  with 
Foreman  in  1991,  which  grossed  about 
$58  million,  the  most  ever  for  a  sports 
event,  and  Howard  Stern's  tacky  New 
Year's  Eve  show  last  Dec.  31,  which 
grossed  some  $14  million— highest  ever 
for  a  nonsports  pay-per-view  extrava- 
ganza. 

"EVERYBODY  SUES."  Having  so  many  top 
fighters  in  their  corner  still  provokes 
some  heckling.  Two  years  ago,  Holyfield 
publicly  accused  the  Duvas  of  conflict 
of  interest.  The  spat  threatened  to  break 
up  the  partnership  between  Main 
Events  and  its  most  lucrative  fighter, 
but  it  was  quickly  patched  up.  "It's  like 
a  marriage,"  says  Duva.  "If  you  work 
with  someone  for  10  years,  you  have 
disputes.  He  misunderstood  the  terms 
of  a  deal  we  made  with  Riddick  Bowe.  If 
not  for  that  contract  .  . .  Holyfield 
wouldn't  lie  champion  today." 

Still,  Rock  Newman,  Bowe's  manager, 
dubs  Duva  a  "walking,  breathing  con- 
flict of  interest."  Newman  filed  a  $25 
million  lawsuit  against  Duva  and  Main 
Events  last  year,  alleging  breach  of  con- 
tract. The  suit  was  settled  out  of  court. 
Duva  shrugs  off  the  episode.  "Boxing  is 
the  Wild  West,"  he  says.  "There  are  al- 
ways lawsuits  going  on.  Everybody  sues 
everybody." 

Whom  does  he  root  for  when  both 
fighters  in  the  ring  are  under  contract  to 
him?  "I  root  for  the  gross,  and  let  the 
best  man  win." 

By  John  A.  Byrne  in  Totoira,  N.  J. 


CORPORATE  GOVERNANCE 


BOARDROOMS:  THE 
TIES  THAT  BLIND? 


An  attack  on  directors  with  professional  links  to  their  compam 


■  t  has  been  more  than  a  year 
I  since  Weirton  Steel  Corp. 
I  employees  began  their  uphill 
battle  to  oust  Harvey  L.  Sperry 
from  Weirton's  13-member 
board.  But  in  a  dramatic  show- 
down on  Apr.  13,  the  employ- 
ees, who  own  77%  of  the  com- 
pany's stock,  finally  got  their 
way.  Sperry  withdrew  his 
renomination  bid  to  avoid  a 
threatened  war  over  a  vote  on  a 
vital  stock  offering  at  the  May 
26  annual  meeting. 

Why  all  the  fuss  over  Sperry, 
a  well-respected  64-year-old  at- 
torney who  has  served  the  steel- 
maker since  1984,  both  as 
lawyer  and  director?  Conflict  of 
interest,  employees  charge.  It 
was  bad  enough  that  Sperry's 
law  firm,  Willkie  Farr  &  Gal- 
lagher, was  collecting  more  than 
$1  million  a  year  to  handle  Weir- 
ton-related  matters.  But  at  the 
same  time,  the  firm  represented 
about  20  foreign  steelmakers— 
sometimes  in  trade  disputes 
against  Weirton.  "It's  hypocriti- 
cal to  represent  both  sides,"  says 
Frank  Slanchik,  president  of  the 
Employee  Shareholders'  Assn. 
"If  we're  going  to  have  an  in- 
dependent director-,  we  want  one 
who's  really  independent." 

CEO  Herbert  Elish,  reversing 
months  of  unwavering  support 
for  his  longtime  confidant,  seems 
to  agree.  "If  they're  getting  sub- 
stantial fees  from  management, 
they  can't  be  independent,"  he  says. 
Weirton  will  now  abide  by  a  policy  that 
bars  anyone  with  financial  ties  to  Weir- 
ton from  serving  on  its  board.  "The  ob- 
jective was  to  put  the  company  into  a 
position  where  the  parties  could  join  to- 
gether to  seek  approval  of  issuing  com- 
mon stock,"  says  Sperry,  noting  that 
"conflicts  arise  all  the  time"  when  firms 
as  large  as  his  represent  so  many  dif- 
ferent clients. 

What  happened  at  Weirton  is  a  sign 


of  the  times— a  likely  preview  of  \ 
to  come  for  many  companies  tha 
tinely  name  their  trusted  law 
bankers,  or  business  advisers  to 
torships.  For  years,  companies 
been  under  fire  to  get  corporate  in 
off  their  boards.  But  as  the  1994 
season  swings  into  high  gear,  the  \ 
on  from  shareholder  groups,  courts 
ulators,  and  insurers  to  do  the  sar 
so-called  affiliated  directors  who  dc 
ness  with  the  companies  they  ser 
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eady,  companies  such  as  Time 
jr  Inc.  and  Salomon  Brothers  Inc., 
intense  pressure  from  disgrun- 
utsiders,  have  unraveled  the  close- 
ircles  they  once  cultivated.  Should 
lovement  gain  momentum,  the  im- 
jould  be  immense:  A  review  of 
iroxy  statements  by  the  Investor 
risibility  Research  Center,  a  group 
ollows  shareholder  issues,  shows 
lore  than  half  of  the  companies  in 
andard  &  Poor's  500-stock  index, 
ing  Motorola,  Occidental 
eum,  and  Coca-Cola,  have  direc- 
rhom  they  also  tap  for  professional 
es.  "This  is  where  the  law  is  go- 


ays  Harvey  L.  Pitt,  a  lawyer  who 
3  boards.  "The  burden  on  directors 
ofessionals  is  going  up." 

compelling  reason:  lawsuits, 
ly  300  U.  S.  companies  last  year 
lit  with  713  claims  against  direc- 
nd  officers— 23%  more  than  just 
;ars  ago,  according  to  a  study  re- 
in February  by  Wyatt  Co.,  a 
lgton  consulting  firm.  Companies 
lore  than  $1  billion  in  assets  ex- 
•ed  the  greatest  jump,  with  claims 


up  53%  since  1987.  The  survey's  author, 
Phillip  Norton,  predicts  that  one  in  four 
companies  will  face  board-related  litiga- 
tion this  year,  much  of  which  will  in- 
clude conflict-of-interest  issues. 
HILLARY'S  HAUL.  At  the  heart  of  these 
and  other  actions  is  the  belief  that  some 
directors  are  simply  too  cozy  with  man- 
agement, either  because  of  personal  loy- 
alties or  their  reliance  on  company-re- 
lated business,  to  be  independent. 
Exacerbating  the  problem,  critics  say, 
is  that  the  public  is  often  in  the  dark 
about  how  much  directors  or  their  firms 
are  paid  for  professional  services,  since 
companies  aren't  legally  required  to  dis- 
close fees  unless  they  ex- 
ceed 5%  of  a  director's 
firm's  gross  revenues. 

When  they  do,  it  can 
raise  red  flags.  Hillary 
Rodham  Clinton,  for  ex- 
ample, has  been  criticized 
for  using  her  board  seat 
at  TCBY  Enterprises  Inc. 
to  steer  $1.2  million  of 
business  to  the  Rose  Law 
Firm  in  1991-92.  "If  you 
have  a  self-interest  then, 
by  necessity,  you  can't  be 
looking  after  shareholder- 
interests  with  the  proper 
degree  of  objectivity," 
says  Melvyn  I.  Weiss,  a 
lawyer  who  represents 
shareholders. 

Many  executives  don't 
see  it  that  way.  They  argue  that 
affiliated  directors  pose  little 
risk  of  conflicts  and  instead  offer- 
valuable  insights  into  the  run- 
ning of  the  companies  they 
serve.  Besides,  taken  to  its  ex- 
treme, the  notion  of  directorial 
independence  would  all  but  elim- 
inate some  of  the  most  qualified 
candidates.  Says  Curtis  H.  Bar- 
nette,  CEO  of  Bethlehem  Steel 
Corp.,  which  employs  the  law 
firms  of  two  of  its  directors:  "It 
would  be  regrettable  indeed  to 
preclude  people  from  rendering 
important  service  because  of  a 
personal  relationship  with  the 
company." 

Regrettable,  maybe.  But  the 
courts  are  beginning  to  suggest 
otherwise.  In  the  tussle  for  control  of 
Paramount  Communications  between  Vi- 
acom and  QVC  Network,  the  Delaware 
Chancery  Court  blasted  Paramount's  14 
directors  last  November  for  virtually 
rubber-stamping  the  wishes  of  Chair- 
man Mar-tin  S.  Davis,  who  backed  Via- 
com, without  adequately  assessing  QVC's 
competing  bid.  "The  board  simply  fol- 
lowed management's  lead  in  rejecting 
the  unwelcome  offer,"  the  court  wrote.  A 
possible  explanation  for  directors'  al- 


leged passivity  is  their  ties  to  Davis  or 
the  company.  One  director  was  a  partner 
at  Lazard  Freres  &  Co.,  Paramount's 
investment  advisers;  two  were  Davis' 
longtime  friends;  and  three  were 
Paramount  employees.  The  ruling  ulti- 
mately cost  Viacom  almost  $2  billion 
more  for  the  deal. 

Regulators  and  institutional  investors 
are  also  getting  into  the  act.  The  Inter- 
nal Revenue  Service,  under  a  tax  law 
enacted  this  year,  states  that  any  direc- 
tor receiving  compensation  from  a  com- 
pany above  minimally-set  amounts,  are 
not  independent,  thus  precluding  com- 
panies from  claiming  certain  tax  deduc- 


COLES  AND  ALLEN 
OF  STONE  & 
WEBSTER  DEFEND 
THEIR  INSIDERS 


tions.  The  New  York 
Stock  Exchange 
doesn't  consider  di- 
rectors independent  if 
they  simultaneously  act  as  advisers,  con- 
sultants, or  lawyers  for  a  company  on  an 
on-going  basis.  And  the  Teachers  Insur- 
ance &  Annuity  Assn.'s  College  Retire- 
ment Equities  Fund  (TIAA-CREF)  recom- 
mends that  not  only  should  boards 
consist  of  a  majority  of  independent  di- 
rectors but  that  key  committees  have 
only  unaffiliated  outsiders. 

Under  TIAA-CREF's  standard,  a  com- 
pany such  as  Occidental  Petroleum  Corp. 
wouldn't  pass  muster.  Of  its  13  direc- 
tors, 8  are  either  directly  employed  by 
the  company  or  receive  fees  for  profes- 
sional services.  Director  Louis  Nizer's 
law  firm  collected  $12.5  million  in  the 
last  two  years.  Arthur  Croman's  law 
firm  received  $4.7  million.  As  for  Occi- 
dental's compensation  and  nomination 
panels,  Groman  chairs  them  both.  Occi- 
dental did  not  return  calls. 

Such  corporate  behavior-  raises  con- 
cerns about  independence.  "You  need  to 
have  people  who  ask  the  critical  ques- 
tions," says  Richard  H.  Koppes,  general 
counsel  of  the  California  Public  Employ- 
ees' Retirement  System,  the  powerful 
institutional  investor.  After  complaints 


IRS 
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from  CalPERS  and  others  about  an  over- 
all lack  of  accountability.  Time  Warner 
has  gone  from  having  a  majority  of  in- 
siders and  affiliated  directors  on  its 
15-member  board  to  just  two  corporate 
insiders  and  no  affiliated  directors. 

Now,    institutional    investors  arc 
proposing  resolutions  to  force  Ad- 
vanced Micro  Devices  Inc.  to  appoint 
more  outsiders  to  its  six-member 
board  and  only  outsiders  to  key  com- 
mittees. The  plan  would  eliminate  CEO 
W.  J.  Sanders  III  from  the  four-person 
nominating  committee  and  possibly  Joe 
L.  Roby,  a  managing  director  of  Don- 
aldson, Lufkin  &  Jenrette  Securities 
Corp.,  and  R.  Gene  Brown,  a  managing 
director  at  the  economic  consulting  firm 
of  Putnam  Hayes  &  Bartlett  Inc.  (Both 
firms  have  worked  for  AMD.)  The  com- 
pany opposes  that  proposal,  and  the  one 
for  more  outsiders  on  the  board,  arguing 
that  the  definitions  of  what  constitutes 
an  outsider  are  too  restrictive.  Besides, 
AMD  is  planning  to  expand  its  board  by 
two  members,  which  it  says  would  give 
outsiders  a  five-to-three  majority. 

Most  companies  echo  AMD's  position. 
Michael  D.  Eisner,  chairman  and  CEO  of 
Walt  Disney  Co.,  maintains  that 
any  conflict  arising  from  Director 
Robert  A.  M.  Stern,  a  prominent 
architect  who  has  been  on  the 
board  since  1992  and  has  earned 
$2.3  million  from  the  company  in 
the  past  three  years,  could  be  eas- 
ily handled  within  Disney.  Stern 
has  worked  on  several  multimil- 
lion-dollar Disney  projects,  includ- 
ing a  Wild  West  hotel  at  EuroDis- 
ney.  "He's  an  extremely  talented 
man,  and  it  would  be  foolish  not  to 
use  his  talents  for  the  benefit  of 
this  company,"  says  Eisner,  noting, 
however,  that  Stern  is  unlikely  to 
get  new  Disney  contracts  while  on 
the  lioard. 

MUCH  ADO?  AMR  Corp.,  with  three 
affiliated  directors  on  its  13-mem- 
ber  board,  says  it  has  no  intention 
of  booting  anyone  just  because  crit- 
ics don't  like  the  way  it  looks.  "You 
could  create  a  situation  where  no  one 
but  retired  people  and  people  from  non- 
profits could  sit  on  your  compensation 
committee,"  says  AMR's  Al  Becker. 

Like  the  companies,  many  directors 
believe  the  current  furor  is  overblown. 
Lester  Pollack,  a  Paramount  director 
and  a  partner  at  Lazard  Freres,  the  ad- 
viser on  the  Viacom  deal,  says  conflicts 
are  easily  avoided.  "When  it  becomes 
an  issue  of  conflict,  one  abstains  from 
the  potential  conflict,"  says  Pollack, 
adding  that  his  link  with  Lazard  never 
impeded  his  ability  to  be  independent 
on  merger-related  matters. 


DATA  WYAtT  CO 


Such  self-policing  generally  goes 
unchecked— so  long  as  companies  remain 
profitable.  But  when  trouble  begins 
brewing,  perceived  conflicts  can  pose 
serious  liability  problems.  "When  I  see  a 
board  not  doing  its  job,  these  are  the 
first  things  I  look  for,"  says  shareholder 
activist  Nell  Minow,  a  principal  with 
LENS  Inc.,  an  investment  firm  in 
Washington. 

LENS  is  now  on  the  warpath  against 
Stone  &  Webster  Inc.,  a  New  York- 


based  engineering  and  construction  firm 
that  LENS  believes  is  underperforming  in 
part  because  it  relies  too  heavily  on  in- 
siders to  govern  the  company.  Among 
the  12  directors  are  three  insiders  and  at 
least  two  affiliated  directors,  including 
Fred  D.  Thompson,  who  earned  $134,000 
in  legal  fees  in  1993,  and  Kent  F. 
Hansen,  a  Massachusetts  Institute  of 
Technology  professor  who  made  $H1,000 
in  1993  for  consulting.  "It's  a  question  of 
where  you  stand  and  where  you  sit," 
says  Minow.  "And  we  want  these  people 
to  sit  a  little  farther  apart." 

William  F.  Allen  Jr.,  Stone  &  Web- 
ster's chairman,  concedes  that  his  com- 


pany isn't  performing  as  well  'M 
should.  But  he  says  the  cause  is  il 
lated  to  the  board's  makeup.  "Wei 
agree  that  some  magical  change  om 
corporate  board  will  make  the  coml 
profitable,"  says  Allen.  Moreover,  la 
and  President  Bruce  C.  Coles  have! 
fidence  in  the  autonomy  of  these  am 
tors— a  belief  that  has  led  them  tm 
ject  lens'  requests  for  alterfl 
candidates  for  directorships. 

While  Stone  &  Webster  battll 
out  with  LENS,  some  companies 
surers,  and  trade  groups  are  m<m 
to  address  the  conflict-of-interest  djffl 
ma.  Insurance  carriers  have  begurM 
couraging  professionals  from  servi™ 
directors  for  client  companies  bjB 
eluding  certain  coverage  from  lialB 
policies.  Home  Insurance  Co.,  foB 
stance,  denies  professional  liability! 
erage  to  attorneys  for  work  they  dl 
companies  on  whose  boards  they  s,a 
action  within.  Even  directors  ar M 
ing  action.  The  National  AssociatiB 
Corporate  Directors,  a  17-year-old  I 
group  in  based  Washington,  discouiH 
members  from  serving  on  the  boarB 
companies  that  are  their  clients.  "AB 
pany  should  never  put  its  irm 
ment  banker,  commercial  bag 
or  attorney  on  its  board,"  I 
John  M.  Nash,  president  o| 
group. 

General  Motors  Corp.  in  IVjjj 
published  a  series  of  28  nonbif 
guidelines  aimed  at  giving  it;l 
side  directors  more  control 
chiding  in  such  matters  as  chc 
new  directors  and  reviewin 
nior  executives'  performance, 
board  was  publicly  harangu 
the  late  1980s  for  its  lack  of 
pendence  under  former  CEO  I 
B.  Smith. 

These  efforts  are  importai 
tensive  measu 
a  world  of  gi 
public  scrutiny 
are  they  en< 
For  the  most 
when  companies  disclose  in  their 
statements  the  various  business 
tionships  they  have  with  individu 
their  boards,  the  statements  oftenl 
reveal  how  much  money  is  beir 
ceived  by  the  firms  of  the  affiliat 
rectors.  Until  companies  are  forced 
more  forthcoming  about  their  t 
their  directors,  shareholders  and 
will  be  hard-pressed  to  tell  how  \ 
cial— or  detrimental— these  relatioi 
can  be. 

By  Linda  Himelstein  in  New 
with  Stephen  Baker  in  Pittsburgh,  j\ 
Grover  in  Los  Angeles,  Robert  D. 
San  Francisco,  and  bureau  reporU 
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FIRM  SUES 
BOARDS  THAT 
SEEM  CLUBBY 
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LEG  A 


The      2.2      tiler      D  O  H  C      C  a  m  r  y      engine.       Made      in      Geo  r  g  e  I  n  w  n  ,  Kentucky. 

IT   ALSO   DRIVES  THE  ECONOMY. 

AT  TOYOTA,  we're  continuing  our  commitment  to  \  engines  per  year.  It's  part  ot  Toyota's  $5  billion  invest- 
building  in  America.  In  fact,  at  our  manufacturing  )  ment  in  American  manufacturing,  an  investment  that's 
plant  in  Kentucky,  we're  producing  nearly  250,000  )  driv  ing  more  than  1 6,000  direct  jobs  across  America. 
IN  V  E  S  TING     I  N     T  H  E     T  H  I  N  C,  S     W  E     A  I.  1.     C  ,\  R  E     A  B  O  I    I  .  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-D 1 4,  New  York,  NY'  10019. 
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MARKETS  I 


WHIPLASH  IN 
EMERGING  MARKETS 


Tighter  money  reins  in  speculation  and  has  bond  prices  plunging 


When  Brazil  completed  a  deal 
to  restructure  $52  billion  in 
foreign  loans  on  Apr.  15, 
many  observers  were  a  little  too  quick 
to  pronounce  the  end  of  the  Latin  Amer- 
ican debt  crisis.  While  the  pact  was  a 
big  achievement,  debt  troubles  in  Latin 
America  and  other  emerging  markets 
are  far  from  over. 

The  reason:  the  recent  sharp  plunge 
in  emerging-market  debt  and  equity 
prices  throughout  the  world,  precipitat- 
ed by  the  Federal  Reserve  Board's  hike 
in  interest  rates  on  Feb.  4.  The  Fed's 
move  effectively  punctured  a  huge  spec- 
ulative bubble  that  had  buoyed  emerg- 
ing markets  far  beyond  reasonable  lev- 
els. Throughout  the  developing  world, 
liquidity  has  dried  up,  burned  investors 
have  run  for  cover,  and  financing  deals 
have  been  postponed. 
SLOW  MEND.  The  psychology  has  shifted 
dramatically  from  euphoria  to  a  sober 
realization  that  emerging-market  deal- 
ings can  be  much  more  hazardous  than 
was  once  thought.  Investors  and  deal- 
makers  have  gained  a  new  appreciation 
of  political  and  market  risks.  In  this  cli- 
mate, there  are  few  signs  that  market 
prices  will  recover  to  1993  levels  any- 
time soon. 

The  impact  of  these  de- 
velopments will  be  painful 
from  Beijing  to  Buenos 
Aires.  Raising  capital  will 
become  more  difficult  for 
thousands  of  companies  in 
emerging  markets.  "It  will 
be  much  more  expensive  to 
borrow  from  abroad,"  says 
Lawrence  Krohn,  chief  econ- 
omist for  Latin  America  at 
Lehman  Brothers  Inc.  "A  lot 
of  the  projects  won't  get 
done,  and  that's  going  to 
slow  future  growth." 

The  flow  of  deals  has  al- 
ready ebbed— and  that  is 
costing  Wall  Street  dealers 
plenty  of  money.  Says  Ar- 
thur E.  Byrnes,  chairman  of 
the  New  York  money-man- 


agement firm  Deltec  Asset  Management 
Corp.:  "I  used  to  get  several  faxes  a 
day  [inviting  Deltec  to  participate  in  up- 
coming deals].  I  don't  get  any  faxes 
these  days."  If  companies  defer  or  cancel 
huge  planned  investments  in  productive 
equipment,  they  run  the  risk  of  leaving 
themselves  stagnant  and  inefficient  at 
a  time  when  their  countries  badly  need 
private-sector  growth. 

The  change  in  sentiment  is  most  pro- 
nounced in  Latin  America.  In  January, 
market  watchers  predicted  there  would 
be  more  than  $8.5  billion  in  new  Euro- 
bond offerings  from  Latin  America  in 
1994,  with  $3.1  billion  coming  from  Bra- 
zil alone.  But  the  actual  volume  will  be 
far  less.  Already  this  year,  the  giant 
state  oil  company  Petrobras  postponed  a 
planned  offering.  Jose  Berenguer,  capital 
markets  director  at  ING  Bank  in  Sao 
Paulo,  estimates  that  close  to  15  Brazil- 
ian Eurobond  deals  worth  at  least  $1 
billion  are  on  hold. 

The  slowdown  is  equally  dramatic  in 
Mexico,  where  two  dozen  planned  bond 
offerings  totaling  $6  billion  face  an  un- 
certain future.  Although  Mexican  issuers 
placed  more  than  $1  billion  in  new  debt 
in  January,  new-issue  volume  has  sub- 


WHY  THE  DEBT  CRISIS  ISN'T  OVER  YET 

SHELL-SHOCKED  Many  investors  were  newcomers  to  the 

emerging  markets  last  year,  and  now  it  ap- 
pears that  they  came  in  at  the  top.  When 
prices  plummeted,  liquidity  almost  vanished. 
New  investors  will  be  very  leery. 

Investment  bankers  are  holding  back 
UNDERWRITERS  new  offerings  until  markets  stabilize.  But  few 
expect  a  return  to  last  year's  high  level  of 
deal  flow  anytime  soon. 

POLITICAL  The  assassination  of  Mexico's  leading 

UNCERTAINTIES  presidential  candidate  has  thrown  the  coun- 
try into  turmoil.  Interest  rates  are  rising,  and 
the  peso  is  weakening.  Although  Brazil 
reached  a  debt  accord  with  banks,  the  pros- 
pect of  a  socialist  winning  the  upcoming 
presidential  election  has  made  dealmakers 
and  investors  wary. 


sequently  fallen,  and  the  only  offer! 
since  mid-March  have  been  for  sovenl 
issuers,  according  to  Salomon 
Brothers   Inc.   In  recent 
years,  many  aggressive 
Mexican  companies 
have  obtained  as  much 
as  90%  of  their  debt 
in  dollars,  according 
to  Hugo  Jaime  Gar- 
cia, corporate  financ- 
ing director  at  Mon- 
terrey-based Vitro. 
But  Vitro,  taking  a  con- 
servative tack,  has  eased 
away  from  international 
bond  markets  over  the  past 
year.  Even  cement  giant  Ce- 
mentos  Mexicanos,  which  issued 
a  record-setting  $1  billion  Euro- 
bond last  year,  is  expected  to  put  j 
off  major  new  borrowings.  Says  I 
Richard  D.  Grant,  managing  direc- 1 
tor  for  project  finance  at  Chasel 
Manhattan  Bank:  "Right  now,  thel 
public  market  for  Latin  America  is  I 
dead  with  a  capital  D." 
FADING  PROSPECT.  The  weakness  f 
in  emerging  markets  is  causing 
some  pain  to  even  the  largest, 
best-quality  corporations.  But  the 
impact  on  midsize  companies 
will  be  acute.  Unlike  their  larg- 
er  brethren    that   have  the 
wherewithal  to  wait  until  condi- 
tions improve,  these  companies 
need  money  now— and  they'll  have 
trouble  borrowing  at  home,  whe 
short-term  rates  have  jumped  fror 
to  15%  since  January.  That  has  pol 
ramifications  as  well  as  economic 
according  to  Neil  Perry,  chief  of  res< 
at  Baring  Securities  Inc.'s  Mexico 
office.  "The  Mexican  government  wi 
to  get  lending  rates  d 
so  that  small  and  mi 
companies  would  make 
investments    and  ci 
plenty  of  jobs  before 
[Aug.  21  presidential] 
tion,"  he  says.  Now, 
prospect  is  fading. 

Equity  offerings  ard 
slower  for  Mexican  col 
nies.  Prices  on  U.  S.-ti| 
shares  of  the  biggest 
can  corporations  havl 
len  precipitously.  Telel  I 
de  Mexico,  for  exampl| 
from  76  on  Feb.  9  til, 
on  Apr.  20.  And  wheil 
Pepsi  bottler  Grupo  El 
tellador  de  Mexico  cail 
market  recently,  so| 
close    to    the    deal  I  j 
founder  Enrique  Moling 
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The  free  fall 
has  little  to  do 
with  underlying 
conditions:  No 
one's  writing  off 
these  nations 


ish  the  number 
ires  he  was  sell- 
'  75%.  Moreover, 
ors  in  Mexico  are  likely  to  shun 
le  equity  investments  when  gov- 
:nt  bond  rates  are  in  the  double 

;n  Asia's  booming  economies  are 
;  trouble  raising  cash.  Chinese  bor- 
s  will  find  it  harder  to  raise  money 
;hey  did  earlier  this  year,  when 
vernment  issued  10-year  bonds  at 
d  just  85  basis  points  (one-hun- 
is  of  a  point)  over  U.  S.  Treas- 
Now,  that  premium  has  nearly 
■d,  and  the  bonds  are  trading  at 
90$  on  the  dollar, 
dearth  of  liquidity  in  the  market 
■en  especially  harmful  for  smaller 
ies.  Prices  on  so-called  exotic  debt 
ations  such  as  Peru  were  marked 
more  than  a  point  at  a  time  dur- 
i  worst  of  the  market  turmoil.  In 
Kong,  Lehman  Brothers  is  ru- 
to  have  been  stuck  with  big  in- 
ies  of  so-called  Dragon  bonds— 
ienominated  bonds  issued  in  Asia 


pf  and  sold  to  Asian  investors— when 
buyers  disappeared  in  the  market 
rout.  The  company  says  it  has  normal 
inventories  of  Dragon  bonds  and  con- 
tinues to  trade  in  most  bonds. 

High  interest  rates  and  illiquidity 
aren't  the  only  reasons  for  the  continu- 
ing emerging-market  problems.  Specula- 
tion, fueled  by  excessive  leverage,  also 
played  a  big  role.  For  example,  market 
sources  say  that  some  investors  took 
positions  in  "when-issued"  Brazilian 
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bonds.  Brazil  was  to  issue  the  bonds, 
as  it  did  on  Apr.  15,  after  reaching  an 
accord  with  its  creditor  banks.  The 
bonds  were  to  be  collateralized  with 
U.  S.  Treasuries.  Since  the  bonds  were 
being  traded  only  on  a  when-issued  ba- 
sis, investors  were  able  to  avoid 
putting  up  any  cash.  When 
the  price  for  when-issued 
bonds  rose,  investors  used 
their  paper  profits  as  col- 
lateral to  buy  other  se- 
curities on  margin.  It 
was   a   great  scheme 
when  prices  were  rising. 
But  when  prices  fell,  in- 
vestors got  hit  hard  be- 
cause they  had  to  meet 
margin  calls. 
"cleansing  effect."  Political 
volatility  has  also  dimmed  pros- 
pects for  some  markets.  In  Mexi- 
co, peasant  uprisings,  the  kidnap- 
ping of  a  prominent  banker,  and  the 
assassination  of  a  leading  presidential 
candidate  have  spooked  investors  and 
could  curb  economic  recovery.  And 
the  leading  candidate  in  Brazil's  up- 
coming presidential  election  is  a  so- 
cialist who  has  pledged  to  undo 
some  economic  reforms. 

Nobody,  though,  is  writing  off 
the  emerging  markets.  Observ- 
ers say  the  free  fall  in  debt  pric- 
es has  little  to  do  with  underly- 
ing conditions  in  the  countries. 
Argentina's  economy  continues 
to  improve,  they  say,  and  many 
of  the  Asian  economies  are  boom- 
ing. Donald  G.  McCouch,  of  Chem- 
ical Banking  Corp.,  says  the  fall  in 
prices  "has  had  a  cleansing  effect"  on 
the  market.  While  he  expects  emerg- 
ing-market borrowers  to  continue  to 
have  to  pay  high  rates  relative  to  Treas- 
uries, he  expects  the  market  to  become 
more  liquid.  And  no  one  expects  the 
low  prices  to  last  forever.  Indeed,  Dana 
F.  McGinnis,  president  of  San  Antonio 
Capital  Management  Co.,  has  been  "dra- 
matically increasing"  his  holdings  of 
emerging-market  debt. 

Many  involved  with  emerging  mar- 
kets expect  the  toughest  times  will  end 
soon.  Jose  Angel  Gurria,  who  left  the  di- 
rectorship of  Mexico's  development  bank 
Nafinsa  to  be  international  affairs  direc- 
tor for  the  Institutional  Revolutionary 
Party  (PRI),  predicts  Mexico's  market 
will  stabilize  in  tandem  with  the  market 
for  U.  S.  Treasuries.  "The  rates  went  up 
pretty  fast,"  he  says.  "I  just  hope  they're 
as  fast  in  returning  to  normal."  Unfortu- 
nately, normal  may  not  be  as  cheap  as 
Gurria  hoped  only  a  few  months  ago. 

By  Kelley  Holland  and  William  Glas- 
gall  in  New  York,  with  Geri  Smith  in 
Mexico  City,  Dave  Lindorff  in  Hong 
Kong,  and  Bill  Hinchberger  in  Sao  Paulo 
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MUTUAL  FUNDS  I 


SOMETIMES  DIVERSITY 
IS  NO  DEFENSE 


Even  multi-market  funds  are  surprising  investors  with  losses 


F 


or  the  last  few  years,  asset 
allocation  mutual  funds 
worked  like  a  dream.  The 
funds,  which  divvy  up  money 
between  stocks,  bonds,  and  cash 
to  find  the  most  reward  for  the 
least  risk,  beat  the  pants  off 
the  Standard  &  Poor's  500-stock 
index  and  the  average  equity 
fund.  Asset  allocation  became 
one  of  the  hottest  concepts  in 
mutual  funds— and  the  money 
poured  in. 

But  for  the  asset  allocators, 
1994  is  becoming  a  nightmare. 
Four  large  funds  that  together 
account  for  44%  of  all  the  mon- 
ey in  aa  funds  are  down  an  av- 
erage of  5.8%,  about  1.5  per- 
centage points  worse  than  the 
average  diversified  equity  fund, 
according  to  Morningstar  Inc. 
That's  hardly  a  disaster.  But  the  funds 
have  been  heavily  marketed  to  first- 
time  investors  as  one-stop,  low-risk  in- 
vestments. "Based  on  the  last  few  years, 
an  investor  could  have  concluded  an  as- 
set allocation  fund  always  goes  up,"  says 
Robert  A.  Beckwitt,  who  runs  the  $10.7 
billion  Fidelity  Asset  Manager  Fund.  In- 
deed, his  fund  has  not  had  a  down  quar- 
ter in  nearly  four  years,  when  the  fund 
had  less  than  $400  million. 
even  spread.  So  what's  gone  wrong? 
In  a  nutshell,  the  markets  tripped  up 
the  asset  allocators.  Asset  allocation 
builds  on  the  old  idea  of  diversification  in 
the  stock  market.  But  instead  of  just 


buying  stocks,  AA  funds  may  include 
bonds,  foreign  securities,  or  even  gold. 

Asset  allocators  don't  expect  to  hit 
home  runs  in  every  market.  Indeed, 
they  figure  that  the  markets  will  move 
in  different  directions  and  at  different 
speeds,  so  a  losing  position  in  one  mar- 
ket will  be  more  than  offset  in  one  or 
two  others.  "Usually,  it's  the  bonds 
which  give  you  protection  when  stocks 
go  down,"  says  Richard  Rubinstein,  who 
runs  the  Oppenheimer  Asset  Allocation 
Fund. 

But  so  far  this  year,  AA  funds  have 
few  places  to  turn.  Even  with  dividends 
included,  the  S&P  500  is  down  4.4% 


ASSET  ALLOCATORS  COULDN'T  DODGE  THE  BULLETS,  EITHER 

Fund 

lotal 
return* 

Assets 

Billions" 

Fund 

Total 
return* 

Assets 

Billions" 

FIDELITY  ASSET  MANAGER 

-5.56% 

$10.7 

USAA  INVESTMENT  CORNERSTONE 

-2.81 

0.8 

MERRILL  LYNCH  GLOBAL  ALLOCATION  B 

0.08 

5.7 

ZWEIG  MANAGED  ASSETS  B 

-2.27 

0.5 

FIDELITY  ASSET  MANAGER:  GROWTH 

-5.61 

2.7 

COMSTOCK  PARTNERS  STRATEGY  0 

-3.99 

0.5 

CAPITAL  WORLD  GROWTH  &  INCOME 

-2.50 

2.2 

DREYFUS  CAPITAL  VALUE  A  (PREMIER) 

-1.35 

0.4 

SOGEN  INTERNATIONAL 

1.13 

1.8 

PRUDENTIAL  FLEX.  CONSERV.  MGD.  B 

-4.02 

0.4 

VANGUARD  ASSET  ALLOCATION 

-5.81 

1.2 

PHOENIX  TOTAL  RETURN 

-3.03 

0.4 

STAGECOACH  ASSET  ALLOCATION 

-6.10 

1.1 

PRUDENTIAL  FLEX.  STRATEGY  B 

-5.08 

0.4 

DEAN  WITTER  STRATEGIST 

-2.75 

0.8 

STANDARD  &  POOR'S  500 

-4.40 

"Appreciation  plus  reinvested  dividends  and  capita!  gains,  before  taxes,  Jan.  I-Apr.  18, 1994 

'  'Assets  under  management  as  o(  Mar.  31 1994 

DATA  MORNINGSTAR  INC 

 I 

I  throu-h  Apr.  18).  The  10-year  .: 
Treasury  bond  has  sunk  9%.  That's  jn 
deadly  for  such  funds  as  Vanguard  /sej 
Allocation  Fund  and  the  StagecoaclAj 
set  Allocation  Fund,  both  of  which  m 
to  large-cap  U.  S.  stocks  and  invest™ 
grade  bonds.  While  foreign  secuip 
might  have  helped  in  other  periodsp 
ing  offshore  in  1994  has  just  meant  ■ 
ing  new  places  to  lose  money.  EuroB 
bonds  have  been  sinking,  too.  Im 
American  and  Southeast  Asian  sfB 
and  bonds  are  also  in  a  swoon. 

Ironically,  the  only  foreign  m« 
that  rallied  this  year  is  Japan,  up  I 
Fund  watchers  think  a  small  hold™ 
Japan  kept  the  Merrill  Lynch  Glob; 
location  Fund  slightly  in  the  b 
though  Merrill  officials  refused  to  di 
the  fund's  strategy. 

Asset  allocation  funds  are  soupe 
versions  of  "balanced"  funds,  first  i 
duced  in  the  1930s.  Balanced  funds 
ically  maintain  a  fairly  constant  m 
balance  of  stocks  and  bonds,  su( 
60%  stocks,  40%  bonds.  AA  funds  i 
ly  offer  more  asset  classes,  changt 
mix  more  frequently,  and  employ 
puter  models  to  plot  strategy. 
cash  bets.  Fund  companies  start* 
roll  out  asset  allocation  funds  afte: 
1987  stock  market  crash,  since  the 
that  were  around  before  the  < 
dodged  the  debacle.  "We  started 
with  about  60%  in  stocks.  As  stock: 
interest  rates  went  up,  we  kept  s( 
stocks,"  says  Larry  Tint  of  Wells  I 
Nikko  Investment  Advisors,  which 
the  Stagecoach  Asset  Allocation  I 
Two  weeks  before  the  crash,  the 
was  down  to  10%  stocks— which  all 
it  to  weather  the  storm  and  bea 
market  by  three  percentage  point 
the  year. 

In  retrospect,  the  optimal  asse 
1994's  first  quarter  would  have 
cash,  yet  few  allocators'  models 
pointed  that  way.  Tint  says  at  the  e 
1993,  the  expected  return  from 
was  six  percentage  points  greater 
cash ;  from  I 
four.  But  he 
notes  that  thoug 
numbers  sugg< 
stocks  and  I 
would  outpei 
cash  in  the  first 
ter,  it's  only  a 
ability,  and  some 
the  most  pro 
event  is  not  th( 
that  occurs.  Sti 
locators  have  le 
not  to  stray 
their  models.  % 
been  doing  this 
1973,  and  it's  s 
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ill,"  says  William  L.  Fouse  of  Mel- 
ipital  Management  Corp.,  who  runs 
billion  in  asset  allocation  programs, 
ing  the  $1.2  billion  Vanguard  Asset 
ition  Fund. 

elity's  Beckwitt  says  late  last  year 
ured  that  1994  would  be  more  dif- 
than  1993,  when  the  Asset  Manag- 
id  posted  a  15.9%  total  return.  But 
at  3%,  offered  no  return  above  the 
on  rate.  To  protect  the  portfolio, 
vitt  sold  his  Asian  stocks  and 


scaled  back  the  Latin  holdings.  He  also 
swapped  investment-grade  bonds  for 
junk  bonds,  which  would  profit  from  a 
stronger  economy,  and  European  bonds, 
which  would  benefit  from  sluggish 
growth  on  the  Continent.  That  wasn't 
enough.  In  March,  when  interest  rates 
continued  to  climb,  he  started  selling 
U.  S.  equities  as  well. 

Now,  Fidelity  Asset  Manager  has 
about  40%  in  stocks,  a  "neutral"  weight- 
ing for  the  fund;  36%  in  bonds;  and  a 


hefty  24%  in  cash.  About  a  third  of  the 
assets  are  overseas.  He  thinks  some  of 
the  beaten-up  emerging-market  bonds 
offer  good  value,  as  do  U.  S.  junk  bonds. 

So  far,  the  investors  who  embraced 
asset  allocation  funds  are  sticking  with 
them.  Once  the  markets  both  in  the 
U.  S.  and  overseas  start  moving  on  their 
own  fundamentals  instead  of  all  operat- 
ing in  lockstep,  that  tenacity  is  likely 
to  be  rewarded. 

By  Jeffrey  M.  Laderman  in  New  York 


AKERS 


OTECH'S 

ITTERED  BANKER 


d  Blech  is  thrashed  by  the  shorts  amid  rumors  of  a  cash  crisis 


ie  crisis  at  D.  Blech  &  Co.,  a  New 
Sfork  investment  boutique,  barely 
asted  a  week.  But  the  aftershocks 
till  reverberating  throughout  the 
h  industry. 

Blech,  which  is  run  by  38-year-old 
:h  finance  whiz  David  Blech,  ap- 
to  have  survived  a  serious  cash 
i  and  a  powerful  assault  by  short- 
s.  Yet  his  problems  have  left  in- 
"s  reeling.  A  three-day  pummeling 
e  shorts,  which  began  on 
13,  pushed  down  shares  in 
;cent  Blech-managed  initial 
offerings  an  average  of  18%. 
npanies  that  hired  Blech  to 
capital,  further,  may  be 
1  to  scale  back  their  plans. 
POs  that  Blech  has  in  regis- 
n  with  the  Securities  &  Ex- 
•e  Commission  will  almost 
nly  be  delayed,  and  the  of- 
;  prices  will  be  cut  below 
originally  planned,  indus- 
mrces  says.  Blech  declined 
ent,  but  a  spokesman  con- 
i  that  all  Blech  deals  are 
ltly  on  hold.  One  deal  wait- 
i  the  wings  is  a  monster 
nillion  IPO  for  Ariad  Phar- 
iticals  Inc.,  a  Cambridge 
)  company  that  became  the 
t  biotech  startup  in  history 
•2  when  Blech  raised  $46 
i  in  a  private  placement. 
XTENDED?  All  of  this  is  a  humili- 
blow  to  the  nation's  most  aggres- 
iotech  financier,  one  of  the  few  in- 
ent  bankers  capable  of  raising 
1  for  cash-strapped  biotech  com- 
.  His  sales  force  now  totals  about 
id  he  has  developed  a  following  of 
ly  individuals  who  invest  in  his 
lighly  risky  stocks. 


At  the  root  of  Blech's  troubles  was 
the  recent  stock  slump,  which  inflicted 
serious  damage  on  biotech  issues.  To  ar- 
rest the  decline  in  companies  he  had 
taken  public,  several  biotech  experts 
speculate,  Blech  began  buying  shares  to 
prop  up  their  prices.  Between  December 
and  February,  for  example,  he  bought 
more  than  1  million  shares  of  Texas 
Biotechnology  Corp.— about  a  third  of 
the  total   public  offering.  Industry 


BLECH  DEALS  ARE  ON  HOLD— EVEN  THE  HUGE  ARIAD  IPO 


sources  say  Blech  wanted  to  maintain 
high  values  for  his  IPOs  to  give  his  sales 
force  ammunition  to  sell  even  bigger 
IPOs.  Yet  these  sources  believe  that 
Blech  may  have  overextended  himself 
by  using  borrowed  money  to  make  the 
purchases. 

The  first  signs  of  Blech's  problems 
surfaced  on  Apr.  12,  says  Marc  J.  Ostro, 
a  senior  vice-president  at  Mabon  Secu- 


rities Corp.,  when  Blech  called  Mabon  to 
liquidate  his  24%  stake  in  NeoRx  Corp., 
a  tiny  Seattle  biotech  company.  Mabon, 
which  was  NeoRx'  underwriter  and  had 
control  of  its  shares,  balked  because 
those  shares  were  restricted  from  be- 
ing sold  publicly  by  Blech  until  June. 

Ostro  quickly  found  out  why  Blech 
wanted  to  bail  out:  Citibank  had  called 
in  a  huge  loan  to  Blech.  On  Apr.  14, 
Citibank  ordered  Mabon  to  sell  the 
shares,  which  had  been  pledged  as  col- 
lateral on  the  loan,  Ostro  says.  Citi  did 
not  disclose  the  loan  size  to  Mabon,  but 
several  sources  peg  it  at  $40  million. 
Two  days  later,  Mabon  sold  2.8  million 
shares  at  the  fire-sale  price  of  $3.75  a 
share.  NeoRx'  shares  had  sold  as  high  as 
$8  only  two  months  earlier.  Citibank 
had  no  comment. 

"SINGLED  OUT."  Meanwhile,  rumors  be- 
gan circulating  on  Wall  Street  that  Blech 
was  facing  a  liquidity  crisis,  says  Robert 
Sablowsky,  capital  markets  head 
for  Gruntal  &  Co.  "That's  when 
the  onslaught  began,"  he  says. 
Many  biotech  stocks  were  down 
that  day,  but  according  to  Sab- 
lowsky, short-sellers  specifically 
targeted  stocks  associated  with 
Blech.  Volume  in  Blech-related 
shares  was  25%  to  30%  higher 
than  normal,  says  Sablowsky. 

"It's  an  obvious  strategy"  to 
target  Blech  stocks,  says  one 
hedge-fund  manager  who  special- 
izes in  biotech  stocks.  "Blech  was 
singled  out."  Attacking  several 
Blech  issues  would  make  it  much 
more  difficult  for  Blech  to  fight 
back  by  supporting  the  shares. 
The  battering  was  brutal.  Hema- 
sure,  a  $7-a-share  IPO  that  closed 
earlier  in  the  month,  finished  the 
week  down  19%.  And  Texas 
Biotech,  which  Blech  had  taken 
public  in  December  at  G%,  closed  at  4, 
down  41%.  Selling  pressure  finally  eased 
on  Apr.  19,  when  Blech  told  his  sales 
force  that  he  was  once  again  on  solid  fi- 
nancial ground,  Sablowsky  says. 

The  situation  remains  fluid,  though, 
and  Blech's  many  investors  are  keeping 
their  fingers  crossed  that  his  finances 
as  as  solid  as  he  says  they  are. 

By  Geoffrey  Smith  in  Boston 
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BANKING  I 


THE  BIG  BANKS  GET  SET 
TO  BRANCH  OUT  IN  EARNEST 


Abolition  of  interstate  barriers  will  create  fresh  opportunities 


A 


t  last,  after  years  of  rancorous 
debate,  one  of  the  nation's 
biggest  regulatory  blockades  ap- 
pears to  be  collapsing.  The  House  of 
Representatives  has  passed  legislation 
that  would  allow  full  interstate  bank- 
ing. A  similar  bill  has  been  approved 
by  the  Senate  Banking  Committee.  The 
moves  reflect  in  part  Congress  desire  to 
avoid  a  repeat  of  the  early  1990s,  when 
regional  banks'  locally  concentrated  real 
estate  portfolios  soured. 

In  many  ways,  passage  of  the  legisla- 
tion would  be  an  anticlimax.  Big 
banks  from  North  Carolina  to 
California  have  used  loopholes 
to  set  up  beachheads  in  other 
states.  Some  groups  of  states 
have  established  compacts  that 
permit  mergers  within  their  re- 
gions. Yet  abolition  of  interstate 
barriers  will  still  create  opportu- 
nities for  acquisition-minded 
banks— and  bank  stock  investors. 
HOT  ACTION.  Wall  Street  is  al- 
ready busy  pushing  deals.  Ru- 
mors have  swirled  about  pos- 
sible mergers  involving  such 
banks  as  Bank  of  New  York, 
First  Chicago,  Providence-based 
Fleet  Financial,  and  California's 
Wells  Fargo  Corp.  and  First 
Interstate  Bancorp.  So  far  this 
year,  major  banks'  stock  prices 
have  risen  2.6%  while  the  Stan- 
dard &  Poor's  500-stock  index 
declined  4.8%.  But  the  hottest 
action,  once  the  law  is  passed, 
should  center  on  small  and  mid- 
sized banks  located  in  states  and 
regions  where  interstate  bar- 
riers have  been  highest— and 
where  large  banks  should  be 
most  eager  to  buy  in. 

Take  Missouri.  It  has  long  had 
laws  allowing  only  out-of-state 
banks  from  adjacent  states  to 
buy  in.  But  if  that  rule  changes, 
experts  say,  such  Missouri  banks 
as  Boatmen's  Bancshares  Inc., 
Commerce  Bancshares  Inc.,  and 
Mercantile  Bancorp,  might  be 
vulnerable— and  extremely  at- 
trac-  tive  as  stock  plays.  Boat- 
men's has  an  especially  tempt- 


ing franchise  stretching  from  Des  Moines 
to  El  Paso,  and  its  stock  is  trading  at 
33— just  157%  of  its  book  value— well  be- 
low the  200%  to  250%  that  many  ana- 
lysts feel  signals  potential  overpricing. 
Boatmen's  and  Banc  One  Corp.  "fit  to- 
gether like  a  jigsaw  puzzle,"  says  Harry 
V.  Keefe  Jr.,  president  of  Keefe  Manag- 
ers, a  money-management  and  advisory 
firm  that  invests  mainly  in  bank  and 
thrift  securities.  Boatmen's  says  it  plans 
to  keep  expanding  on  its  own. 

Experts  point  to  a  few  banks  south  of 


RIPE  FOR  TAKEOVER? 

Many  analysts  look  more  kindly  on  acquisitions  at  less  than 
200%  of  book  value 


Bank 

BARNETT  BANKS 


Stock  price     Price/Book  value 
$47.00  167% 


BOATMEN'S  BANCSHARES 

•33.00 

157 

COMMERCE  BANCSHARES 

31.00 

135 

CRESTAR  FINANCIAL 

45.63 

158 

MERCANTILE  BANCORP. 

36.00 

178 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 

the  Mason-Dixon  line  as  equally  allunj 
Soon  it  will  be  open  season  in  Virgus 
when  the  state  bows  out  of  the  S( 
east  Compact,  a  deal  among  nine  s 
that  locks  out  banks  from  other  red 
The  Virginia  legislature  has  passed  I 
allowing  full  interstate  banking  thi M 
regardless  of  whether  federal  legislp 
is  passed.  Several  portfolio  manaB 
and  analysts  feel  Crestar  Financial  (a 
and  Signet  Banking  Corp.  have  temB 
franchises  and  are  of  a  manageable* 
for  an  acquirer.  Signet  has  a  lucrH 
national  credit-card  operation  that  h<9 
it  generate  a  lush  18.2%  return  on  I 
ty  in  1993,  compared  with  1S°M 
Crestar.  But  Signet's  stock  is  tradM 
42%,  242%  of  its  book  value,  ;I 
Crestar's  is  at  45%,  or  158%  of  boM 
better  bargain. 

PRICEY  TARGETS,  Farther  south,  moitj| 
maining  banks  big  enough  to  have  ft 
market  clout  but  small  enough  tn§ 
acquired  no  longer  come  cheap, 
sonville-based  Barnett  Banks  In<| 
$38.3  billion  in  assets  the 
ing  Florida  bank,  is  tradij 
170%  of  book-but  it  is  shi| 
by  Florida's  being  in  the 
pact.   Atlanta's  fifth-la 
bank,  $5.9  billion  Bank  i1 
Corp.,  is  trading  at  more 
twice  book  value.  Says  Ecj 
E.  Crutchfield  Jr.,  chai 
and  chief  executive  of  Firsl 
ion  Corp.  in  Charlotte 
which  has  acquired  more 
40  banks  since  1985:  "Tl| 
nobody  left  to  acquire.  It's) 
in  the  South." 

Appealing  investments)! 
in  other  regions,  but  mo: 
also  trading  at  high  prices 
timore  Bancorp,  was  selli 
nearly  twice  book  before  i 
acquired  in  March  by  Fir 
delity  Bancorp.  Some  sr 
New  Jersey  banks  seen 
tential  targets  are  costlie 
Still,  a  green  light  for 
state  banking  cannot  hel 
boost  even  some  pricey 
stocks.  That's  "icing  o: 
cake,"  according  to  Jol 
Neff,  portfolio  manager  a 
lington  Management  Co.  ii 
vern,  Pa.  Add  that  to  th 
of  nonbank  competitors  ai) 
need  to  seriously  cut  cost| 
many  bankers  will  have 
inhibitions  to  speed  he£ 
into  deals  that  warm  deijj 
ers'  and  investors'  heartsif 
By  Kelley  Holland  im 
York  and  David  Greising  A 
lanta,   with  Amy  Barr 
Washington 
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ALSI 


HY  DIDN'T  KIDDER 
ITCH  ON? 


Street  is  skeptical  of  the  "We  wuz  robbed"  explanation 


i  JWas  it  sim- 

1S  ply  an  iso- 

Wf  lated  inci- 

a  scheme  that 

the  best  con- 

couldn't  have 

ted?  Or  did  it 

t  a  broad,  sys- 

breakdown? 

it  is  a  key  issue 

i  Kidder,  Pea- 

&  Co.'s  senior 

jers  as  they  in- 
nate who  was 

d  a  two-year, 

million,  phony 

nment  bond 

ig  scheme  that 

isclosed  on  Apr. 

dder  Chief  Ex- 

/e  Michael  A. 

inter  says  he 

lis  top  lieuten- 
fixed-income 

Edward  A.  Ce- 

were  victims  of 

y  sophisticated 
trader  named 

h  Jett,  who  ran 

firm's  govern- 

bond  desk.  Jett 

•een  fired,  and 

:her  employees 

suspended  from 

jobs.  Jett  could 

3  reached  for  comment. 

•penter  insists  that  Kidder's  con- 

md  risk-management  systems  are 

s  good  as  the  rest  of  the  Street's, 

though  no  systems  are  foolproof: 

altimeter  said  we  were  flying  at 

?ht  altitude,  and  the  compass  said 

ere  flying  in  the  right  direction, 

e  banged  into  the  mountain." 

l>  eyebrows.  Yet  many  on  Wall 

;  are  skeptical  of  Carpenter's  "We 

Abed"  explanation  of  what  is  one 
largest  Wall  Street  losses  ever. 

ould  the  scheme  have  gone  on  un- 

ed  since  1991?  Why  didn't  15-year 

r  veteran  Cerullo,  who  was  Jett's 

i  lave  a  better  handle  on  how  Jett 

derating  "profits"  of  $20  million  to 
illion  a  month?  And  most  impor- 
re  Carpenter  and  Cerullo  to  blame 
aiding  a  culture  at  Kidder  that 
wed  to  superstar  traders? 


CARPENTER  AND  JETT:  KIDDER  MAY  HAVE  GIVEN 
TOO  MUCH  POWER  TO  A  SUPERTRADER 


John  F.  Welch  Jr.,  the 
tough-guy  chief  executive 
of  General  Electric,  which 
owns  Kidder,  supports 
Carpenter.  "I  think,  based 
on  everything  I  know, 
Carpenter  learned  of  the  situation,  at- 
tacked it  vigorously,  and  has  never  tried 
in  any  way  not  to  get  it  out,"  says 
Welch.  "Do  I  wish  he  had  a  nose  that 
had  smelled  it  earlier?  Sure.  But  that's 
hindsight."  GE  took  a  $210  million  charge 
for  the  Kidder  losses  on  $1.07  billion  in 
first-quarter  earnings. 

Yet  Welch  implies  that  the  mess  could 
have  been  avoided.  "Clearly  this  man 
[Jett]  couldn't  do  it  all  alone.  People  ei- 
ther knowingly  made  errors  or  didn't 
see  red  flags,"  says  Welch.  "No  ques- 
tion, when  Gary  Lynch  is  through  with 
this  investigation,  there  will  be  findings" 
that  could  lead  to  further  action  against 


employees  or  their  supervisors.  Welch  is 
referring  to  the  Kidder-commissioned 
inquiry  being  conducted  by  attorney 
Lynch. 

Lynch  is  likely  to  have  plenty  of  ques- 
tions for  Cerullo.  A  fanatical  antismoker 
who  is  well-liked  and  respected  at  Kid- 
der, Cerullo  has  had  other  scrapes  with 
problem  traders.  In  1991,  he  was  fined 
$5,000  and  censured  by  the  National  As- 
sociation of  Securities  Dealers  for  failing 
to  supervise  a  trader  who  engineered 
unauthorized  bond  transactions.  Carpen- 
ter backs  Cerullo.  "He's  kicking  himself. 
But  I  am  100%  behind  him,"  says  Car- 
penter. Cerullo  declined  comment. 
MASSIVE  POSITIONS.  Jett's  scheme  in- 
volved arbitrage  trades  between  the  val- 
ue of  pieces  of  Treasury  bonds,  called 
strips,  and  the  recombined  bonds.  Trouble 
was,  says  Kidder,  Jett  was  not  generat- 
ing profit  from  the  slightly  greater  value 
of  the  reconstituted  bond,  as  is  usually 
the  practice.  Instead,  using  forward  con- 
tracts in  the  strips,  he  could  create  much 
larger  bogus  profits  by  exploiting  flaws  in 
Kidder's  accounting  system. 

That  Jett  was  allowed  to  carry  out 
this  ploy  for  such  a  long  time,  say  Wall 
Street  traders  and  risk  managers,  re- 
flects major  controls  lapses.  They  claim 
that  if  Cerullo  truly  understood  the  mas- 
sive positions  Jett  must  have  been  tak- 
ing, he  would  have  questioned  Jett  about 
how  he  was  generating  such  profits. 
Trading  Treasury  strips  is  generally  a 
very  low  margin  area  of  the  fixed-income 
business,  say  traders. 

Carpenter  responds  that  the  profits 
were  not  out  of  line  with 
the  real  trades  on  the 
books  and  that  Cerullo 
and  he  were  unaware  of 
the  phony  trades  because 
they  accumulated  gradu- 
ally over  a  period  of 
time.  Cerullo  "did  under- 
stand his  trading  strate- 
gy," says  Carpenter.  But 
"there  didn't  seem  to  be 
anything  terribly  out  of 
line.  We  felt  we  were 
running  a  low-risk,  high- 
margin  business." 

Kidder  may  have  ignored  the  lesson 
learned  by  Salomon  Brothers  Inc.  in  the 
wake  of  the  1991  Treasury  bond  bid  rig- 
ging scandal:  Don't  give  too  much  pow- 
er to  traders.  When  asked  whether  Ce- 
rullo knows  how  Michael  W.  Vranos, 
Kidder's  star  mortgage-backed  trader, 
generates  profits,  a  senior  Kidder  official 
says:  "Ed  doesn't  sit  him  down  and  say, 
'How  did  you  do  it  this  month?' "  But 
you  can  be  sure  such  conversations  with 
Kidder  traders  will  occur  in  the  future. 

By  LeaJi  Nathans  Spiro,  with  Philip 
L.  Zweig,  in  New  York  and  Tim  Smart  in 
Neiv  Haven 
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BY  GENE  G.  MARCIAL 

IS  EDS  GETTING 
GUSSIED  UP 
FOR  A  SUITOR? 


Watch  the  sparks  coming  from 
the  red-hot  shares  of  Elec- 
tronic Data  Systems,  a  Gen- 
eral Motors  subsidiary  acquired  from 
Ross  Perot  in  late  1984.  They  may  be 
signaling  big  changes  up  ahead  that 
could  yield  a  bonanza  for  shareholders 
of  both  GM  and  EDS.  Trading  on  the 
Big  Board  with  the  symbol  GME,  the 
stock  blasted  to  36  on  Apr.  19,  up  from 
26  in  early  December— in  the  face  of  a 
stock-market  funk. 

What's  driving  it  up?  The  betting 
is  that  GM  intends  to  sell  a  minority 
chunk  of  EDS,  a  maker  and  operator  of 
data-processing  and  communications 
systems,  to  a  potential  strategic  part- 
ner. The  word  is  that  several  telecom- 
munication giants  are  interested,  in- 
cluding AT&T,  British  Telecom,  and 
Sprint,  the  long-distance  company  that, 
says  one  New  York  money  manager,  is 
the  "latest  entry  seeking  to  buy  a 
stake  in  EDS." 

GM  owns  185  million  shares,  or  42%, 
of  the  Class  E,  or  GME  stock.  But  it 
faces  huge  capital-gains  taxes  if  it  sim- 
ply sells  the  stock  to  a  third  party. 
The  idea  is  to  get  the  stock  into  GM's 
pension  fund  and  then  have  the  fund 
handle  a  deal.  And  some  big  investors 
who  own  sizable  blocks  of  both  GM  and 
GME  say  the  carmaker  has  been  "clear- 
ing the  deck"  to  do  just  that.  In  No- 
vember, GM  announced  that  it  was 
seeking  regulatory  approval  to  transfer 
and  contribute  GME  shares  to  its  em- 
ployee pension  fund,  which  now  is 
underfunded. 

fat  contract,  gm  expects  to  get  the 
green  light  from  the  Labor  Dept.  and 
the  Pension  Benefit  Guaranty  Corp., 
which  would  let  it  temporarily  exceed 
the  limits  on  the  amount  of  employer 
securities  a  pension  fund  may  hold.  GM 
is  also  asking  the  Internal  Revenue 
Service  for  relief  from  paying  taxes 
on  the  excess  contributions  to  its  pen- 
sion fund. 

Once  these  are  approved,  the  pen- 
sion fund  could  sell  the  stock  to  a  stra- 
tegic partner.  The  sale  of  a  big  slice 
could  well  mean  the  buyer  would 
award  EDS  a  large  contract  for  its  data 
services. 

That  would  be  a  big  plus  for  GM  as 
well  as  GME,  since  GM  will  continue  to 
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own  all  the  assets  of  EDS,  and  it  re- 
mains a  major  customer:  GM  business 
accounts  for  38%  of  EDS  revenues.  GME 
shareholders  have  only  indirect  rights 
in  the  equity  and  assets  of  EDS  through 
an  ownership  stake  in  GM.  But  GME 
holders  participate  in  EDS  profits 
through  dividend  payouts. 

One  large  GME  investor  says  that 
bringing  in  a  new  EDS  stakeholder 
could  boost  the  stock  to  the  high  40s 
because  of  the  beneficial  effect  on  earn- 
ings—and possible  future  deals.  Analyst 
Cathy  Baker  of  Cowen  &  Co.  in  Boston 
is  bullish  on  GME:  Her  earnings  esti- 
mate for  1995  is  $2.05  a  share,  up  from 
an  estimated  $1.74  in  1994.  Spokesmen 
for  EDS,  AT&T,  and  Sprint  all  declined 
to  comment. 


ACTAVA'S  GRASS 
LOOKS  GREENER 


The  market  may  be  in  a  down- 
draft,  but  expect  the  languishing 
Actava  Group  to  perk  up,  now 
that  entrepreneur  John  Phillips  has 
won  control  of  the  Atlanta-based  sport- 
ing-goods and  lawn-care  company.  He 
was  named  president  and  CEO  in  a  cor- 
porate battle  that  ended  on  Apr.  19. 
The  stock  jumped  to  9,  up  from  6  just 
three  days  before  Phillips'  election. 

Previously  called  Fuqua  Industries, 
Actava  posted  a  loss  last  year  of  $47.5 
million,  or  $2.52  a  share,  on  revenues 
of  $1.2  billion.  Phillips,  whose  group 
purchased  700,000  shares  in  the  compa- 
ny for  $4.4  million,  or  6%  a  share,  plus 
an  option  to  buy  an  additional  300,000 
shares,  now  owns  6%  of  Actava. 
"Our  goal  is  to  rejuvenate  the  com- 


pany and  quickly  boost  shareholl 
value,"  says  Phillips.  He  plans  to  ill 
grate  Actava's  sporting-goods,  fitnss 
and-recreation,  and  camping-equipnnl 
businesses  into  one  group  and  taj 
take  it  public.  Phillips  says  the  un< 
lying  assets  of  the  company  are  wc 
between  $10  to  $20  a  share— if  pro 
ly  managed.  Already,  some  compa 
are  vying  to  buy  some  parts  of  Act 
such  as  the  Qualex  photofinishing  i 
which  is  49%  owned  bv  Eastman 
dak. 

Phillips  was  the  president  and 
of  Resurgens  Communications  Grot 
long-distance  phone  company  latei 
quired  by  John  Kluge's  Metrom 
Communication.  With  Phillips'  b 
ground,  Actava  is  expected  to  acq 
a  telecommunications  company  to 
back  into  that  industry. 


THIS  HEALTH  STOCK 
IS  FEELING  ROBUST 


For  a  chain  of  clinics  located  in 
nomically  depressed  New  I 
land,  Advantage  Health  is  inj 
pink.  Bucking  the  slump  in  the  he! 
care  industry,  its  stock  has  zoomel 
18,  up  from  10  in  December.  Wl 
the  scoop? 

Two  things:  Advantage  Health 
the  largest  network  of  compreher 
medical-rehabilitation  clinics  in 
England,  "where  demand  for  such 
ities  has  been  on  the  rise,"  says 
Kammerer,  an  analyst  at  Hart 
based  Advest.  And  the  company 
likely  takeover  target  in  the  still-cc 
idating  rehabilitation  market,  he 
Advantage  owns  the  198-bed  New 
land  Rehabilitation  Hospital,  Wol 
Mass.— the  nation's  third-largest. 

So  Kammerer  thinks  Advanta, 
still  undervalued.  The  stock  coul 
the  mid-20s,  he  says,  given  the  ' 
pany's  competitive  position,  excej 
al  management,  and  operating 
record."  Kammerer  expects  ear: 
of  $1.56  a  share  next  year  and 
this  year,  up  from  1993's  $1.07. 

One  New  York  money  manager; 
the  stock  hitting  30  to  33  in  a  bi 
deal.  "Several  of  the  big  HMOs  arl 
habilitation  companies  have  beerj 
ing  Advantage,"  he  says,  inch, 
Healthsouth  Rehabilitation.  Adva 
Chairman  and  CEO  Ray  Dunn  corj 
that  it  turned  down  an  offer  lastl 
from  Healthsouth  because  he  ex] 
Advantage  to  grow  to  $300  mill 
sales  in  24  months.  "So  we  dese' 
higher  price,"  says  Dunn. 
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COPPERTOP 
EVERY  LAPTOP? 


icell  sparks  a  drive  to  standardize  high-powered  batteries 


onald  E.  Compton,  Aetna 
Life  &  Casualty  Co.'s  chief 
l  executive,  hates  the  10 
Is  of  spare  batteries  he  has 
around  with  his  laptop  com- 
,  He  carries  them  because  if 
iain  batteries  won't  take  a 
rge,  he  can't  just  run  to  a 
for  replacements.  They're  a 
e  size,  fitting  only  his  Com- 
ite  4/25C.  So  his  staff  has  to 
lem  from  a  computer  store 
1  Compaq.  It's  a  pain  Comp- 
an't  avoid.  His  laptop,  he 
is  "my  one-on-one  way  of 
unicating  with  people." 
5  same  inconvenience  afflicts 
■s  of  about  150  other  models 
ptop   computers,  cellular 
ss,  power  tools,  video  came- 
md  other  portable  devices 
use  nonstandard  recharge- 
And  not  only  are  the  bat- 
hard  to  get  but  they're  ex- 
re:  up  to  $300,  nearly  twice 
rice  for  standard  batteries 
>erform  the  same  functions. 
10  wins?  For  one,  makers  of 
>s  and  cellular  phones,  who 
>e  fat  markups  on  batteries  for 
captive  customers.  They  sell  about 
tillion  worth  of  special  batteries  a 
estimates  Jane  Gilday,  an  analyst 
ncock  Institutional  Equity  Services, 
ither  big  winners  are  the  battery 
rs.  Japanese  companies— led  by 
!,  Matsushita,  and  Toshiba— control 
f  worldwide  sales  of  the  high-ener- 
;chargeable,  nickel-cadmium  bat- 
used  in  such  gear  as  laptops, 
v,  though,  other  producers— par- 
ly Duracell  International  Inc.— see 
ice  to  cast  themselves  as  cham- 
of  the  consumer  and  pick  up  busi- 
)  boot.  The  Bethel  (Conn.)  compa- 
crusading  for  the  adoption  of 
y  standards:  preferably,  two  sizes 
lular  phones  and  four  for  comput- 
iys  Michel  J.  Vernhes,  president 
new-products  and  technology  divi- 
t  Duracell  Inc.,  the  U.  S.  subsidi- 
-*et  the  consumer  make  the  deci- 
ho  to  buy  batteries  from." 
acell  has  had  talks  with  some  50 


VERNHES:  "LET  THE  CONSUMER  MAKE  THE  DECISION 


makers  of  laptop  computers  and  other 
gear.  That  puts  it  ahead  of  its  U.  S.  ri- 
vals, although  Rayovac  Corp.  in  Madi- 
son, Wis.,  recently  brought  out  a  stan- 
dard-size battery  for  clocks  in  desktop 
computers,  which  replaces  30  different 
sizes.  Eveready  Battery,  a  unit  of  St. 
Louis-based  Ralston  Purina  Co.,  makes 
some  custom  batteries.  It  says  it  isn't  ac- 
tive in  the  standardization  fight  because 


A  BABEL  Of  BATTERIES 
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it  would  rather  have  device  makers  take 
the  lead  in  deciding  what  they  want. 

Duracell,  meanwhile,  is  starting  to 
win  converts.  In  February,  Compaq 
Computer  Corp.  began  using  standard 
Duracell  batteries  in  its  Contura  Aero 
subnotebook  computers.  "We  know  it's 
very  difficult  for  our  customers  to  deal 
with  a  number  of  battery  sizes  across 
our  line  of  products,"  says  James  W. 
Hartzog,  senior  vice-president  of  Com- 
paq's portable  computer  division. 
Fujitsu  Ltd.  is  using  Duracell's 
nickel  metal-hydride  rechargeable 
batteries  in  its  PCX  pocket  flip 
phone.  And  Audiovox  Corp.  is  us- 
ing Duracell  standard  batteries 
in  its  Minivox  500A  portable  cel- 
lular phone. 

compromises?  In  parallel  initia- 
tives, Duracell  has  worked  with 
amp  Inc.  in  Harrisburg,  Pa.,  to 
standardize  the  connector  be- 
tween the  battery  pack  and  the 
computer.  And  on  Apr.  21,  Du- 
racell and  Intel  Corp.  were  to  an- 
nounce that  they  have  created  a 
software  protocol  to  let  laptops 
and  other  devices  monitor  and 
manage  a  new  generation  of 
"smart"  batteries.  Duracell  CEO 
C.  Robert  Kidder  predicts  that 
"most  of  the  computer  industry 
will  be  converted  [to  standard 
batteries]  in  five  years." 

Perhaps.  Some  computer  and 
cellular-phone  makers  argue  that 
standard  batteries  would  limit 
their  creativity.  "To  create  a  stan- 
dard battery,  in  many  cases,  is 
going  to  cause  a  tremendous 
amount  of  compromise,"  says  Bret  Ber<{, 
director  of  mobile  computing  products 
marketing  at  AST  Research  Inc.,  an  Ir- 
vine (Calif.)  computer  maker.  That  argu- 
ment doesn't  hold  water  with  Compaq's 
Hartzog,  who  says  that  not  having  to 
worry  about  battery  design  could  cut 
25%  of  the  cost  of  designing  a  laptop. 

This  isn't  the  first  standardization 
fight  in  the  battery  world.  In  the  1970s, 
battery  makers  established  standard  9- 
volt  alkaline  batteries  for  smoke  detec- 
tors. In  the  1980s,  they  did  the  same 
with  batteries  for  35mm,  automatic 
point-and-shoot  cameras.  In  each  case, 
they  met  resistance  from  companies  that 
wanted  to  control  the  replacement  mar- 
ket. Change  comes  slowly.  "You  cannot 
make  an  elephant  dance,"  says  Dura- 
cell's  Vernhes.  But  with  the  high-energy 
rechargeable  battery  market  headed  for 
an  estimated  $10  billion  in  worldwide 
retail  sales  by  2002,  no  wonder  Duracell 
and  others  are  trying  this  power  play. 

By  Chrix  Roush  in  Bethel,  Conn. 
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A  YUL  BRYNNER  HAIRCUT 
CAN  K.O.  BACTERIA 


Antibiotics  such  as 
penicillin  have  long 
been  silver  bullets 
against  bacterial  infection 
and  disease.  But  bacte- 
ria have  steadily  evolved 
increasing  resistance  to 
drugs.  Some  nasty  bugs 
already  shrug  off  all  but 
one  antibiotic,  and  physi- 
cians fear  that  bacteria 
will  soon  conquer  even 
this  last-ditch  defense. 

Now,  scientists  at 
Washington  University's 
School  of  Medicine  in  St.  Louis  are  uncovering  a  promising  new 
way  to  battle  bacteria— a  sort  of  Yul  Brynner  treatment.  Bac- 
teria use  tiny  hairlike  projections,  called  pili,  to  cling  to  cells  in 
the  kidney,  lungs,  or  other  organs.  Remove  these  hairs,  and  the 
body  could  simply  flush  out  the  invaders.  Researchers  led  by 
Scott  J.  Hultgren,  an  assistant  professor  of  molecular  micro- 
biology, may  have  found  the  key  in  special  proteins  that  reg- 
ulate pili  growth.  Next,  Hultgren  hopes  to  develop  a  drug 
that  disrupts  this  process.  The  work  is  funded  in  part  by 
Symbicom,  a  pharmaceutical  company  in  Umea,  Sweden. 


ONE  MORE  HAT 
IN  INTEL'S  RING 


At  last  month's  CeBIT  Computer  Show  in  Germany,  re- 
garded as  a  top  showcase  for  new  technology,  a  tiny  com- 
pany from  Milpitas,  Calif.,  walked  off  with  the  prize  for  the 
most  innovative  product— which  was  barely  a  week  old.  It's  the 
Nx586  chip,  put  out  by  NexGen  Microsystems  Inc.,  a  new 
challenger  to  Intel  Corp.'s  dominance  in  microprocessors.  Nex- 
Gen claims  Nx586  outperforms  comparable  Pentium  chips  at 
certain  chores  yet  costs  up  to  25%  less.  The  secret?  A  propri- 
etary method  of  converting  normal  software  commands  into 
speedier  reduced  instruction-set  computing  (Rise)  instructions. 
Cyrix  Corp.  in  Richardson,  Tex.,  is  taking  a  similar  route  for  its 
Pentium  rival,  due  for  unveiling  later  this  year. 

Longer  term,  Intel  may  face  stiffer  competition  from  the 
Open  Microprocessor  Systems  Initiative,  or  OMI.  It's  a  European 
Union  project  involving  40  teams  of  100-odd  companies  and 
universities,  with  a  $270  million  budget.  Directed  by  Theo 
Vaes  of  Toditec,  a  consulting  firm  in  Antwerp,  OMI  is  develop- 
ing a  library  of  microprocessor  cores  and  related  circuits  to  be 
combined  on  one  chunk  of  silicon.  The  goal:  a  single  chip  that 
can  run  software  written  for  several  breeds  of  RISC  chips— and 
perhaps  Intel  chips  as  well,  now  that  NexGen,  Cyrix,  and  IBM 
have  shown  that  Intel's  patents  can  be  gotten  around. 


HOW  SUPERCONDUCTORS  CAN  TEACH 
MRIs  NEW  TRICKS 


igh-temperature  superconducting  (HTS)  is  performing 
some  high-flying  feats  these  days.  For  example,  HTS  cir- 
cuits designed  by  Superconductor  Technologies  Inc.  in  Santa 
Barbara,  Calif.,  assemble  images  from  the  very  faint  signals 


being  sent  back  from  deep  space  probes.  But  STI  is  now  M 
after  more  down-to-earth  applications:  producing  better  inn 
for  the  magnetic  resonance  imaging  systems  used  by  hosJ| 
to  peer  inside  the  human  body. 

STl's  new  Supersensor  coils  act  as  ultrasensitive  antenriffl 
the  radio  signals  given  off  by  a  patient's  body  when  insicB 
MRI  machine.  Because  the  electrical  resistance  of  the  sM 
conducting  coil  is  .zero,  the  level  of  noise  contaminating  thm 
nal  is  reduced  by  50%  or  more  over  copper  coils.  This  reB 
in  much  sharper  images.  Also,  less  powerful  magnets  ca 
used,  trimming  the  bulk  and  cost  of  MRI  systems.  STI  PresB 
Daniel  C.  Hu  estimates  that  mri  machine  prices  could  In 
duced  to  as  little  as  $200,000,  from  $1  million  and  up  tfl 
And  junior-size  MRI  systems  could  blaze  new  paths.  ThM 
tional  Eye  Institute,  for  instance,  is  helping  fund  de\B 
ment  of  the  first  MRI  machine  for  probing  the  eye's  inteH 


A  BIGGER  DOSE  OF  LITHIUM 
GIVES  BATTERIES  A  BOOST 


Lithium-ion  batteries  are  the  hottest  new  thing  in  rechji 
ables.  They're  easier  on  the  environment  than  nickeH 
mium  batteries  and  have  much  higher  voltages.  Lithiun|| 
teries  do  trail  slightly  in  so-called  specific  capacity, 
ampere-hours  they  produce  per  kilogram.  But  resear 
keep  plugging  away  at  that.  In  the  Apr.  22  Science,  a  tea 
by  Kenji  Sato  of  Honda  Research  &  Development 
Saitama,  Japan,  reports  lifting  the  specific  capacity  to  a  r 
680  ampere-hours  per  kilogram,  a  15%  gain. 

The  researchers  did  it  by  stuffing  an  electrode  with 
lithium  "fuel."  Instead  of  making  the  negative  electrode 
dense  graphite,  they  produced  a  spongier  type  of  carb< 
heating  the  chemical  polyphenylene.  Working  with  scienti 
Shinshu  University,  the  Honda  team  found  holes  big  ei 
not  only  for  lithium  ions  but  also  for  loosely  bonded  111 
molecules,  which  are  twice  as  big. 


CANON'S  SPEAKERS  WILL  SPREAD 
THE  SOUND  WITH  MIRRORS 


Japan  commands  the  market  for  stereo  equipment— ( 
in  speaker  systems.  Oddly,  Japanese  companies  hav 
er  won  brand  recognition  in  quality  speakers.  Cano 
wants  to  change  that.  And  it  figures  it  has  a  secret  w( 
the  optical  knowhow  in  Canon  cameras. 

Last  month,  Canon  took  the  plunge  into  the  U.  S.  sj 
market,  unwrapping  two  products  in  the  $300-to-$450  :  v 
Their  claim  to  fame  is  in  greatly  expanding  the  area 
which  listeners  hear  well-balanced  sound.  This  is  dom 
acoustic  mirrors  developed  in  Britain  by  Hirokazu  H.  Na 
Canon's  European  research  chief.  Bowl-shaped  refl 
have  been  tried  countless  times,  but  such  simple  refl 
produce  "wishy-washy"  sound,  says  Negishi,  because  th(| 
scatter  sounds.  His  solution:  use  optical  principles  to 
the  reflector  so  that  it  focuses  sound  as  a  camera  len 
dies  light. 
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TACK  OF  THE 
iHTING  BRANDS 


diapers  to  beer,  major  labels  are  jousting  with  store  brands 


SER  PRODUCTS 


High  Life  —  the  champagne  of  bett- 
ers. " 

iller  Time." 

ears  gone  by,  such  Madison  Ave- 
:-spun  slogans  got  beer  drinkers 
xmy  up  premium  prices  for  Miller 
afe.  Despite  the  havoc  that  micro 
import  beers,  discount  beers,  and 
ave  wreaked  on  High  Life  of  late, 
Brewing  Co.  has  found  there's 
me  sparkle  in  the  brand.  Just  not 
•emium-priced  brew. 
iv  is  one  of  a  clutch  of  marketers 
to  breathe  new  life  into  tired  old 
.  They're  slashing  the  prices  of 
vell-known  products  and  reposi- 
them  as  higher-grade  alterna- 
)  the  store  brands  and  other  low- 
fare  that  appeal  to  budget-minded 
rs.  Procter  &  Gamble  Co. 

prices  on  a  fistful  of  old 
fs  by  12%  to  33%  over  the 
months,  shifting  them  to 
terms  a  "mid  tier"  in  pric- 
aong  them:  Joy  dishwash- 
ergent,  Era  liquid  laundry 
mt,  Luvs  disposable  dia- 
ld  Camay  beauty  soap.  In 
i  twist  on  the  formula, 
m  Kodak  Co.  is  fighting 
irands  with  a  new  low- 
seasonal  film,  Funtime. 
"fighting  brands"  have  of- 
n  deployed  by  marketers 
horary  measures  to  keep 


customers  during  recessions.  But  mar- 
keters see  this  current  wave  as  more 
than  a  temporary  phenomenon.  They 
view  it  as  a  response  to  the  fragmenta- 
tion of  the  mass  marketplace  by  taste 
and,  increasingly,  economic  insecurity. 
Marketers  say  many  consumers  have 
become  switchers,  trading  back  and 
forth  between  branded  products  and 
store  brands.  The  trend  has  spurred  the 
growth  of  private-label  products,  which 
have  risen  from  18.2%  of  supermarket 
unit  sales  in  1989  to  19.7%  last  year,  ac- 
cording to  Information  Resources  Inc. 
brewing  sales.  For  manufacturers,  the 
midtier  brands  offer  several  benefits. 
They  can  help  a  marketer  corral  switch- 
ers without  setting  off  price  wars  on 
premium  brands.  They  keep  factories 
humming.  And  they  save  old  brands 


TO  THE  RESCUE 


from  the  scrap  heap,  letting  companies 
milk  the  equity  of  years  of  ads.  Miller 
has  brought  back  the  "Miller  Time"  line 
in  ads  to  tap  nostalgia  for  High  Life. 

Until  recently,  such  price-tiering  has 
been  confined  to  a  few  categories.  P&G 
has  employed  tiering  in  shampoos  in  the 
U.  S.,  in  diapers  in  Venezuela  and  Ger- 
many, and  in  laundry  detergents  in  the 
developing  world.  Now,  fighting  brands 
are  spreading  and  scoring  victories.  De- 
spite a  flat  beer  market,  High  Life's 
sales  jumped  9%,  to  4.9  million  barrels, 
last  year  after  Miller  cut  its  price  20% 
or  more  in  most  markets.  A  12-pack  of 
High  Life  that  cost  $6.99  two  years  ago 
in  Ohio  can  now  be  had  for  $4.99.  "The 
impact  was  fairly  immediate,"  says  Jef- 
frey P.  Schouten,  director  of  pricing  for 
the  Philip  Morris  Cos.  unit.  Luvs'  mar- 
ket share  in  unit  volume  is  up  from  11% 
to  12.9%  since  its  price  was  cut  by  16% 
last  May,  arresting  a  severe  slide. 
high-low.  The  challenge  is  to  calibrate  a 
fighting  brand  to  make  it  good  enough 
to  draw  consumers  from  low-priced  ri- 
vals but  not  so  good  it  clobbers  the  mar- 
keter's top  brands  or  its  profit  margins. 
To  offset  the  lower  margins  on  its  Fun- 
time  film,  for  example,  Kodak  is  also 
launching  a  high-end  film  for  special 
occasions,  Kodak  Royal  Gold.  On  Luvs, 
P&G  eliminated  jumbo  packages,  stream- 
lined package  design,  simplified  print- 
ing on  the  diapers,  and  trimmed  down 
promotions. 

Even  so,  industry  sources  say  Luvs 
initially  cannibalized  Pampers'  sales; 
Pampers  recovered  when  it  introduced  a 
new,  thinner  diaper  in  the  fall.  P&G's  to- 
tal unit  share  rose  to  40%  in  December 
but  slipped  back  to  39.6%  in  February. 
That's  up  from  last  April's  39.2%  but 
not  by  much. 

Other  marketers  figure  that  if  they 
can't  beat  store  brands,  they  might  as 
well  make  them.  That's  what  kjr  Na- 
bisco Inc.  may  do:  It  recently  disclosed 
plans  to  test-market  private-label  cookies 
and  crackers  in  some  stores.  Such  moves 
underscore  the  power  of  retailers,  who 
love  the  fat  margins  on  store 
brands.  Retailers  are  said  to  make 
8%  to  12%,  on  store-brand  diapers. 
As  part  of  the  Luvs  reposition- 
ing, P&G  has  said,  it  has  fattened 
retailers'  margins  to  8.6%,  from 
3.3%.  Still,  some  retailers,  such 
as  most  divisions  of  Safeway  Inc., 
no  longer  stock  Luvs.  In  the  end, 
fighting  brands  won't  be  contend- 
ers if  retailers  don't  give  them 
the  chance  to  duke  it  out. 

By  Jonathan  Berry  in  New  York 
and  Zachary  Schiller  in  Cleveland, 
with  Richard  A.  Melcher  in  Chica- 
go and  Mark  Maremont  in  Boston 


Manufacturers  are  using  different  strategies  to  protect 
their  market  shares. 

dropped  prices  on  some  prod- 
ucts to  put  pressure  on  store 
brands  and  rivals  while  protecting  its  higher-priced  brands. 

^^WHflpTTIWWRJ  dropped  prices  on  Miller  High  Life 

and  revived  the  old  "Miller  Time" 
ads  to  go  after  store  and  discount  brands. 

will  launch  Funtime,  a  new  low-price  film  aimed 
at  store  brands.  It  will  be  offered  only  in  the 
spring  and  fall. 


PROCTER  &  GAMBLE 


KODAK 
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ENTREPRENEURS  I 


NORMAN  PEARLSTINE, 
MEDIA  MOGUL  IN  WAITING 


His  Friday  Holdings  has  deep-pocketed  partners — but  few  deals 


orman  Pearlstine  knows  a  tiling 
or  i  wo  about  business  journal- 
ism. As  managing  editor  of  The 
Wall  Street  Journal,  he  directed  the 
newspaper's  coverage  of  the  triumphs 
and  travesties  of  1980s  capitalism.  That 
may  explain  why  Pearlstine  seems  anx- 
ious during  an  interview  about  his  own 
entrepreneurial  venture, 
Friday  Holdings  LP,  a 
year-old  media  invest- 
ment company.  "Either 
this  will  make  me  look 
like  I  haven't  done 
enough,"  he  says,  "or  it 
will  look  like  I'm  pro- 
moting myself." 

Of  the  latter,  he  is 
clearly  innocent.  Pearl- 
stine has  kept  a  stub- 
bornly low  profile  since 
he  formed  Friday  Hold- 
ings in  April,  1993,  de- 
spite having  three  high- 
ly visible  partners: 
Barry  Diller's  QVC  Net- 
work Inc.,  Fort  Worth 
investor  Richard  E. 
Rainwater,  and  Para- 
mount Communications 
Inc.  How  much  Pearl- 
stine has  accomplished, 
though,  is  a  matter  of 
some  debate.  Despite 
looking  at  two  dozen 
media  properties  and 
more  than  300  propos- 
als, he  has  made  only 
one  deal:  acquiring  a  market-research 
firm  for  about  $10  million. 
"bad  LUCK."  Media  watchers  aren't 
blaming  Pearlstine  for  the  slow  pace. 
They  say  he  has  been  frustrated  by  the 
very  partners  that  won  him  so  much 
publicity  when  he  first  announced  the 
venture.  "He  has  had  pretty  bad  luck," 
says  one  investment  banker  familiar 
with  Pearlstine.  "Two  of  his  partners 
ended  up  at  war  with  each  other."  The 
two,  of  course,  are  Diller  and  Para- 
mount—predator and  intended  prey  in 
the  five-month  takeover  battle  eventu- 
ally won  by  Viacom  Inc. 

Pearlstine  insists  his  partners  have 


been  fully  supportive.  Indeed,  he  says 
Diller  and  former  Paramount  Chairman 
Martin  S.  Davis  signed  off  on  his  deal  to 
buy  market  researcher  Bis  Strategic  De- 
cisions the  same  week  that  a  Delaware 
court  broke  up  Paramount's  merger  plan 
with  Viacom,  midway  through  the 
takeover  battle.  Still,  he  acknowledges, 


rkin  securities 
►  Postgraao—    .  ^  University 


;tLBB.;Unwers>tyo' 
*U  duatev/o 


it's  tough  getting 
time  with  people 
who  are  so  busy. 

That  may  not 
change,  even  now 
that  the  battle  is 
over.  For  one  thing, 
Paramount's  new  own- 
er, Viacom,  still  has  a 
passel  of  worries,  not 
the  least  of  which  is  its 
troubled  merger  deal  with  Blockbuster 
Entertainment  Corp.  Indeed,  Viacom 
Chairman  Sumner  M.  Redstone  hasn't 
been  able  to  meet  Pearlstine  yet.  What's 
more,  Viacom's  heavy  debt  load  will  con- 


^Executive Editor        „  Sfreet 

►  Managing  Editor, 

^'•l^iki^  1993- 

►  CEO,  Friday  n  '  ulhor 

pERSONAV  earned  to 
Money  Friday 


strain  its  ability  to  dole  out  funds:  Ij 
is  one  of  the  more  modest  invest™ 
we  will  make,"  says  Thomas  E.  Dm 
executive  vice-president  of  Viacon|m( 
Unlike  some  venture  capitalists,  M 
stine  doesn't  have  a  pot  of  cash  l|| 
into.  His  seed  capital  consists  of  ■ 
million  dollars  to  pay  for  office  m 
and  salaries.  As  general  partner  cl 
day  Holdings,  he  must  bring  projeifii 
the  limited  partners,  who  then  (fl 
whether  to  back  them. 
selling  the  story.  Pearlstine  sail 
would  rather  walk  than  run  an« 
"People  make  a  lot  of  mistakes  b  J 
ing  compelled  to  move  quickly."  m 
leaving  the  Journal  in  1992,  he  tooB 
eral  months  to  scour  the  median 
scape  for  his  niche.  Pearlstina| 
drawn  to  the  nascent  business  of  m 
media.  With  F» 
Holdings— whichp 
named  for  his  wim 
thor  Nancy  FrB 
Pearlstine  plans  la 
ate  an  array  ofBs 
and  electronic  prM 
that  explain  theB 
lution  in  eomml 
tions  to  a  buj 
audience. 

Buying  BIS 
Nynex  Corp.  w 
first  step.  The  < 
ny    sells  inforr 
about    tech  nolo; 
clients  in  eight 
tries.  But  Pearlsti 
bigger  plans  for 
wants  to  expanq 
$25  million  in  re 
by  delivering  its 
electronically.  A 
may  use  it  as  an 
mation  resource  1 
day's  other  bu 
trade  publication 
October,  he  hii 
spected  jou 
Denise  Caru 
start  a  newslei 
cusing  on 
technology. 

Friday  He 
has  ventured 
less  esoteri 
lishing  prop 
but  it  has  c(i§ 
short  on 
Pearlstine  studie 
Communications,  a  trade  publish 
owns  Billboard,  Adweek,  and  Thi 
wood  Reporter.  But  Dutch  publish 
ended  up  buying  it  for  $220  millicj 
Pearlstine  considered  investing  in 
a  hot  new  magazine  about  the 


d  e 
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"he  publishers  were  seeking  $3.5 
1  for  a  15%  stake,  though,  and  Fri- 
[oldings  ceded  the  field  to  media 
S.  I.  Newhouse  Jr. 
v,  Pearlstine  says  he  is  focusing 
rting— rather  than  acquiring— mag- 
.  One  possibility  is  a  publication 
vould  compete  with  Wired,  but 
have  more  of  a  business  feel, 
tine  has  hired  Peter  W.  Eldredge, 
r  publisher  of  Newsweek,  to  sound 
adison  Avenue.  If  he  did  launch 
,  magazine,  Pearlstine  would  prob- 
lo  so  in  a  joint  venture  with  an- 
publishing  company, 
rlstine  has  a  prodigious  track 
1  in  starting  publications.  He 
I  launch  the  Wall  Street  Journal's 
and  European  editions,  and  he 
iw  the  birth  of  SmartMoney,  a  per- 
'inance  magazine  backed  by  Dow 
&  Co.  and  Hearst  Corp.  But  with 
eeled  players  such  as  Newhouse 
ig  his  niche,  Friday  Holdings  faces 
[able  competition. 
stance.  S.  Christopher  Meigher 
former  Time  Inc.  executive,  has 
i  an  estimated  $60  million  to 
ill  his  new  media  company,  for  ex- 
.  But  Meigher  Communications  is 
g  only  established  magazines, 
it  hopes  to  expand  into  electronic 
ns.  "We're  basing  our  company  on 
lationship  between  magazines  and 
ig  readers,"  he  says.  Starting  from 
h,  without  any  readership,  says 
er,  is  a  riskier  proposition. 
1,  Pearlstine  shouldn't  be  under- 
ited.  He  gets  regular  counsel  from 
and  Rainwater.  The  QVC  chairman 
;d  him  to  hire  Caruso,  who  had 
editor  of  the  newsletter  Digital 
.  which  focuses  on  multimedia. 
>oth  partners  say  they  are  uncon- 
\  by  Pearlstine's  methodical  pace: 
new  world  for  him,"  says  Diller. 
as  put  together  some  very  good 
early  on."  Pearlstine  has  other 
ful  friends,  too,  including  his  old 
d  colleague,  Dow  Jones  Chairman 
R.  Kann,  and  producer  James  L. 

Kann  says  Pearlstine  approached 
rones  about  a  joint  venture  if  Fri- 
aldings  succeeded  in  acquiring  bpi. 
ones  passed  on  that  proposal,  but 
says  he  is  open  to  others, 
rlstine  promises  a  string  of  an- 
ments  this  year.  Caruso's  newslet- 
rts  appearing  next  month.  And  he 
riday  Holdings  is  involved  in  three 
*  other  deals.  Pearlstine  has  even 
turning  up  at  conferences  as  a 
lent  of  the  Information  Super- 
ay.  "For  all  the  hype,"  he  says 
the  media  industry,  "something 
tic  is  happening."  Now,  if  Pearl- 
ould  only  generate  some  drama  of 
n. 

By  Mark  Landler  in  New  York 


SUE  HERERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberman,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripojfs,  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  fom  tuning  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
rows too  late. 
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overnment 


Commentary/by  Christina  Del  Valle 


WHO  SHOULD  CONTROL  AIR  TRAFFIC  CONTROL? 


When  Vice-President  Al  Gore 
talks  about  the  need  to  rein- 
vent government,  nearly  ev- 
eryone cheers.  But  the  political  stone 
wall  blocking  one  of  his  centerpiece 
proposals— privatization  of  the  air-traf- 
fic-control  system— provides  a  lesson 
in  just  how  hard  it  is  to  turn  good  in- 
tentions into  Washington  reality. 

The  Clinton  Administration  wants 
to  set  up  a  government  corporation, 
like  Amtrak,  to  control  traffic  on  the 
nation's  airways,  leaving  responsibility 
for  air  safety  to  the  Federal  Aviation 
Administration.  The  new 
corporation  would  be  fi- 
nanced by  fees  from  air- 
lines and  private-plane  op- 
erators. That  would  take 
$7  billion  of  FAA  spending 
off  the  federal  budget  and 
cut  government  employ- 
ment by  38,000.  Support- 
ers also  hope  that  semipri- 
vate  status  would  end  the 
procurement  and  manage- 
ment snafus  that  have 
caused  monumental  cost 
overruns  in  the  construc- 
tion of  the  faa's  Advanced 
Automation  System. 
SELLING  CHANGE.  Adminis- 
tration officials,  led  by 
Transportation  Secretary 
Federico  F.  Pena,  have 
been  crisscrossing  the  coun- 
try, hawking  the  idea— with 
much  success.  The  scheme 
was  endorsed  by  the  in- 
dustry-labor commission  ap- 
pointed by  President  Clinton  in  1993 
to  recommend  changes  to  boost  U.  S. 
airlines.  Air-traffic  controllers,  weary 
of  miserable  labor-  relations  under  the 
FAA,  support  a  change.  "We  want  a  say 
in  how  our  company  is  run,"  says  Barry 
Krasner,  head  of  the  National  Air  Traf- 
fic Controllers  Assn.,  which  represents 
10,000  workers.  Under  privatization, 
"we'd  be  able  to  bargain  wages  instead 
of  just  working  conditions." 

Some  opposition  comes  from  general 
aviation  interests,  which  fear  that  the 
airlines'  influence  over  a  privatized  sys- 
tem would  drive  up  their  costs— and 
perhaps  freeze  corporate  and  private 
planes  out  of  popular  airports.  "If  they 
start  charging  pilots  for  everything. 


they're  going  to  kill  the  industry," 
grumbles  Joseph  M.  Danoff  of  Gallup, 
N.  M.,  owner  of  a  four-seat  Cessna. 

But  the  real  culprit  delaying  privati- 
zation is  Congress,  which  won't  sur- 
render control  over  the  operation,  atc 
reform  may  represent  a  way  to  over- 
come the  bureaucratic  impediments 
that  have  prevented  the  FAA  from  us- 
ing cutting-edge  technology  to  improve 
economic  efficiency— a  central  theme  of 
the  reinventing-government  effort.  Key 
legislators,  however,  won't  even  con- 
template it.  Senate  Commerce,  Science 


Privatizing  tower  operations  would  boost 
efficiency-but  Congress  won't  hear  of  it 


&  Transportation  Committee  Chairman 
Ernest  F.  Hollings  (D-S.  C),  aviation 
subcommittee  Chairman  Wendell  H. 
Ford  (D-Ky),  and  House  Public  Works 
&  Transportation  Committee  Chairman 
Norman  Y.  Mineta  (D-Calif.)  have  all 
but  ruled  out  action  on  the  proposal, 
which  has  yet  to  find  a  sponsor. 

"They  want  to  make  this  a  show- 
case example  of  reinventing  govern- 
ment," sniffs  one  House  staffer.  "But  it 
creates  problems  in  and  of  itself."  A 
major  difficulty,  from  Capitol  Hill's 
viewpoint,  is  that  a  self-financing  cor- 
poration would  not  be  subject  to  law- 
makers' jealously  guarded  control  of 
its  annual  budget. 

Congress  admits  there  are  serious 


problems  with  ATC.  House  aviation 
committee  Chairman  James  L.  Oj 
star  (D-Minn.)  is  threatening  to 
eel  the  Advanced  Automation  Syst<j 
contract  with  a  Loral  Corp.  unit 
merly  IBM  Federal  Systems  Co. 
start  over.  The  cost,  projected  in 
at  $2  billion,  has  zoomed  to  $7  bil| 
The  first  installation,  planned  for 
is  at  least  six  years  away.  MeanwS 
the  FAA  is  using  technology  thai] 
some  cases,  dates  to  the  1940s  to 
with  7  million  commercial  flights 
rying  more  than  475  million  pas 
gers  a  year.  Revolvl 
door  management- 
FAA  administrators  ir 
last  10  years— and  por 
ous   procurement  rl 
keep  the  agency  be| 
the  times. 

MIXED  RECORD.  Turj 

the  job  over  to  a  corjl 
tion  won't  cure  all  thai 
the  system.  The  recoil 
such  enterprises  is  ml 
with  such  relative  sucp 
es  as  the  Tennessee] 
ley  Authority  oft'sej 
such  dismal  failures  aj 
U.  S.  Postal  Service, 
structural  shakeup  si 
almost  sure  to  impro\jj 
the  faa's  record.  II 
that  the  airlines  wjj 
push  a  semiprivate| 
corporation  to  cut  coil 
should  be  allayed  bjl 
fact  that  the  govern  | 
would  still  regulate 
issues  as  the  spacing  of  takeoffcl 
landings.  Meanwhile,  freeing  the  C(| 
system  of  the  dead  hand  of  federag 
sonnel  and  procurement  rules 
yield  gains  in  efficiency. 

Congress  should  be  pushed  t<l 
privatization.  The  White  House 
crowded  legislative  agenda,  andjl 
politically  hot  issues  as  health-caitj 
form  and  crime  take  priority.  Il 
Bill  Clinton  really  believes  in  reirjj 
ing  government,  he  should  spend 
moments  working  for  an  initil 
whose  only  serious  opposition  cl 
from  the  vested  interests  on  thefl 

Christina  Del  Valle  covers 
pollution  in  Washington. 
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The  Best 
Investment  You 
Can  Make! 


♦  Up-to-date  performance 
ratings  on  over  1,500  funds 

♦  In-depth  analysis  of  the 
past  year's  mutual  fund  activity 

♦  Upcoming  trends  and 
funds  to  watch 

♦  Unique  Scoreboards  showing 
one-,  five-,  and  ten-year 
performance  records  for  every 
type  of  fund 

♦  What  to  ask  yourself 
before  you  invest  ^^^g^ 

lRtax  *eturns 

♦  How  to  prospect  for  winning  funds 

$14.95 

♦  Model  portfolios  for  different  investment  goals 


Available  at  Barnes  &  Noble,  Waldenbooks,  Border's  Bookshops 

and  other  fine  bookstores. 
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Estate  Planning 


YOUR  KIDS,  YOUR  WILL — 
AND  YOUR  SECOND  SPOUSE 


You  never  know  how 
truly  complicated  life 
can  be  until  you  mar- 
ry, have  children,  divorce,  and 
remarry— and  accumulate 
enough  wealth  to  start  worry- 
ing about  where  all  the  mon- 
ey will  go  that  you  can't  take 
with  you.  That's  when  you 
suddenly  develop  an  interest 
in  estate  planning. 

Like  it  or  not,  after  your 
death  your  spouse  may  not 
feel  the  same  compulsion  to 
provide  for  your  kids  that  he 
or  she  did  when  you  were 
alive.  The  goal  of  estate  plan- 
ners is  to  find  a  way  to  take 
care  of  the  spouse  and  leave 
an  appropriate  amount  to  the 
children  of  the  previous  mar- 
riage—while paying  as  little 
in  taxes  as  possible. 

How  to  do  this  becomes 


more  intricate  the  larger  the 
estate,  the  bigger  the  age  gap 
between  husband  and  wife, 
and  the  more  children  from 
different  marriages  there  are 
to  consider.  "People  in  these 
situations  come  to  the  table 
with  a  lot  of  emotional  bag- 
gage," says  Joel  Isaacson,  a 
New  York  financial  planner. 
"You  have  to  raise  issues  and 
discuss  problems  no  matter 
how  difficult  it  may  be." 
spread  around.  Consider 
this  scenario:  Your  second 
husband— who  had  no  children 
of  his  own— loves  your  five 
kids  from  your  first  marriage 
and  intends  to  make  them  the 
chief  beneficiaries  in  his  will. 
But  by  the  time  he  dies,  20 
years  after  you  do,  only 
$50,000  of  the  $2  million  you 
left  to  him  remains  to  spread 


around.  Or  picture  this:  Not 
long  after  your  death,  your 
second  wife  remarries.  In- 
stead of  leaving  what  she  in- 
herited from  you  to  your  chil- 
dren, as  she  promised,  she 
decides  her  second  husband 
and  the  children  they've  had 
together  deserve  it  more. 

Luckily,  estate  planners 
have  devised  strategies  that 
can  ward  off  such  disasters. 
A  few  techniques  are  specifi- 
cally meant  for  what  they 
term  "second-marriage  situa- 
tions." Others  are  simply  tools 
they  always  have  in  their  bag 
but  that  can  be  applied  to 
help  balance  out  the  compet- 
ing interests  in  your  estate. 
These  plans,  and  the  attor- 
neys who  draft  them,  don't 
come  cheap.  The  documents 
alone    can    run    $3,000  to 


$6,000,  while  planning 
es  can  cost  $5,000  to  $ 
depending  on  the  siz 
complexity  of  your  ests 

Unless  you  have  an 
of  more  than  $1.2  millit 
amount  you  can  easily 
from  inheritance  taxes 
need  not  worry  about 
ic  planning  tools.  Bui 
people  with  a  few  hi 
thousand  dollars  may  v 
use  trusts  to  provide 
for  their  spouse  and  pr 
the  principal  for  their  c 
after  the  spouse  dies. 

The  easiest  way  to 
is  through  a  "credit 
trust,"  which  is  also  kn 
a  "bypass"  or  an  "A" 
The  maximum  you  c 
into  this  kind  of  ti 
$600,000-the  amount  3 
leave  to  anyone  exemi 
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ance  taxes.  These  are 
2xible  instruments,  but 
ly,  someone  with  a 
state  in  a  second  mar- 
would  structure  the 
)  provide  an  income  for 
>e,  then  have  the  prin- 
3  to  the  kids  after  the 
ng  spouse's  death, 
could  also  choose  to 
alf  the  income  paid  to 
lildren  and  half  to  your 
or  have  all  the  income 
our  children.  However, 
ir  children  are  old 
,  and  you  don't  in- 
to include  your 
in  the  credit-shel- 
st,  you  could  leave 
ids  the  $600,000 
it  and  forego  the 
of  trust  arrange- 
Another  option  is 
;  an  independent 
:  discretion  over 
ing  the  income,  by 
ng  "sprinkling" 
nown  as  "spray") 
>.  That  way,  if 
pouse  needed  the 
more  than  your 
n  did,  he  or  she 
have  access  to  it. 
i  estates  of  several 
,  the  $600,000  you 
ce  in  a  credit-shel- 
st  is  probably  too 
sum  for  your  chil- 
»  receive  their  fair 
says  Dawson  Tay- 
partner  at  Cairn- 
t  Hempelmann,  a 
law  firm.  That's 
Qualified  Termin- 
iterest  Property 
or  qtips,  come  in. 
mtrol.  Far  less 
than  a  credit-shel- 
st,  a  QTIP  can  be 
\  as  you  want,  but 
be  structured  so 
or  spouse  receives 
interest  for  life 
3  no  control  over 
its  the  money  after 
But  because  the  sur- 
spouse  gets  all  the  in- 
10  tax  is  due  on  the 
itil  after  he  or  she  dies 
proceeds  pass  to  your 
i.  A  division  of  a  $2 
estate  could  include 
the  children  $600,000 
dit-shelter  trust,  leav- 
spouse  $400,000  out- 
nd  putting  $1  million 
P,  says  Isaacson. 


QTIPs  prove  the  most  inade- 
quate when  the  surviving 
spouse  is  close  in  age  to  the 
children  from  the  first  mar- 
riage. Consider  this  hypothet- 
ical estate:  A  65-year-old  man 
has  $10  million  to  distribute 
among  his  45-year-old  wife 
and  three  children  in  their  20s 
and  30s  from  a  previous  mar- 
riage. To  avoid  estate  taxes, 
he  could  leave  $9.4  million  in 
a  QTIP  and  give  his  children 
$600,000  outright.  "In  all  like- 
lihood, the  children  won't  get 


lem  is  that  about  $2  million 
of  the  estate  would  go  to  pay 
inheritance  taxes  at  his  death. 
Federal  estate  taxes  start  at 
37%  for  estates  valued  at 
$600,000  to  $750,000  and 
reach  55%  for  estates  larger 
than  $3  million.  Not  surpris- 
ingly, estate  planners  have 
ways  to  minimize  the  tax  bite. 

The  best  option  is  to  make 
use  of  gift-tax  exclusions.  If 
your  spouse  will  participate, 
you  can  distribute  $1.2  mil- 
lion among  your  children  tax 


ESTATE  PLANNING  TOOLS  FOR  MODERN  FAMILIES 

PRENUPTIAL 
AGREEMENT 

Helps  resolve  any  family  tension  about  how  a  second 
marriage  will  affect  your  children's  inheritance.  Some 
states  set  a  minimum  on  the  percentage  of  an  estate  a 
spouse  must  inherit.  The  prenup  can  often  get  around  it. 

CREDIT  SHELTER 
TRUST 

(also  called  A  Trust 
or  Bypass  Trust) 

A  trust  formed  with  the  $600,000  that  is  exempt  from 
estate  tax.  In  a  second  marriage  situation,  the  trust 
provides  income  to  the  surviving  spouse  for  life,  but  after 
his  or  her  death,  the  principal  goes  to  the  children. 

QTIP  TRUST 

Similiar  to  the  above  credit  shelter  trust,  but  for  those 
with  estates  larger  than  $600,000.  Proceeds  are  taxed 
atter  the  second  spouses  death. 

GIFTING 
PROGRAM 

By  dividing  the  $600,000  ($1 .2  million  if  your  spouse 
participates)  exemption  among  your  children,  plus  giv- 
ing them  each  $10,000  a  year  ($20,000  with  your 
spouse),  you  may  be  able  to  provide  your  children  with 
much  of  their  inheritance  tax-free,  before  you  die. 

IRREVOCABLE 
LIFE  INSURANCE 
TRUST 

Properly  structured,  these  trusts  are  free  from  estate  and 
income  taxes.  Transfer  your  policy  to  the  trust  and  gift 
the  premiums.  The  trust  receives  the  death  benefit,  which 
is  disbursed  immediately  or  managed  for  your  heirs. 

TRUST  WITH 
"SPRINKLING"  OR 
"SPRAY"  POWERS 

Grants  a  trustee  discretion  over  the  distribution 
income  from  a  trust,  income  can  go  to  the  surviving 
spouse  or  your  children,  according  to  their  needs. 

CHARITABLE 
LEAD  TRUST 

The  trust  pays  income  to  a  charity  for  a  set  number  of 
years  before  your  children  inherit  the  principal.  They 
then  get  a  discount  on  estate  taxes  based  on  the  amount 
the  charity  received.  Another  plus:  Your  children  know 
what  year  they'll  receive  their  inheritance. 

DATA:  BUSINESS  WEEK 

any  money  from  the  QTIP  un- 
til they're  in  their  60s,  so  he 
is  effectively  disinheriting 
them  in  favor  of  his  grand- 
children," says  Joseph  Toce 
Jr.,  head  of  family-wealth 
planning  at  Arthur  Andersen. 

If  he  wanted  to  split  the 
estate  half  and  half,  he  could 
instead  leave  $5  million  in  the 
QTIP  and  hand  $600,000  tax- 
free  plus  a  taxable  $4.4  mil- 
lion to  his  children.  The  prob- 


free  during  your  lifetime  (but 
you  will  no  longer  be  entitled 
to  the  $600,000  exclusion  at 
your  death).  Then,  annually, 
you  can  also  give  each  child 
an  additional  $20,000  (or 
$10,000  if  your  spouse  doesn't 
join  in)  exempt  from  taxes. 

If  you  can't  provide  your 
children  with  the  portion  of 
your  estate  they  deserve  tax- 
free  through  gifting,  you  can 
use  life  insurance.  Properly 


structured,  an  irrevocable  life- 
insurance  trust  is  not  subject 
to  estate  or  income  tax.  These 
trusts  are  often  used  to  pro- 
vide heirs  with  cash  to  cover 
estate  taxes  on  a  business  or 
expensive  home  they  have  in- 
herited. But  life-insurance 
trusts  can  also  be  useful  in 
second-marriage  situations  to 
provide  an  inheritance  direct- 
ly to  your  children. 

Here's  how  it  works:  You 
irrevocably  transfer  your 
insurance  policies  into  a  trust 
so  they  are  not  consid- 
ered part  of  your  taxable 
estate.  The  trust  is 
named  the  beneficiary, 
and  it  pays  out  the  pro- 
ceeds after  your  death. 
These  trusts  can  also 
grant  a  trustee  sprink- 
ling powers.  The  premi- 
ums are  paid  by  gifts 
you  make  to  the  trust. 

A  charitable  lead  trust 
can  be  another  useful 
tool.  The  trust  pays  an 
annuity  to  a  charity  for 
several  years  and  then 
the  principal  reverts  to 
your  children,  who  get  a 
discount  on  the  estate 
taxes  based  on  how 
much  the  charity  re- 
ceived. That  way,  your 
kids  know  when  they 
will  get  their  inheritance. 

Much  of  the  anxiety 
that  second  marriages 
arouse  can  be  alleviated 
through  a  prenuptial 
agreement,  says  Stuart 
Kessler,  senior  tax  part- 
ner at  Goldstein  Golub 
Kessler  &  Co.  He  says 
he  has  lost  clients  who 
were  offended  when  he 
suggested  a  prenup,  but 
he  believes  they  are  nec- 
essary when  there  are 
children  from  a  previous 
marriage.  For  one  thing, 
if  the  amount  you  intend  to 
give  your  kids  will  prevent 
you  from  leaving  your  spouse 
the  percentage  of  your  estate 
required  by  state  law,  a  pre- 
nup signals  that  your  new 
spouse  will  waive  his  or  her 
rights.  And  it  should  put  your 
children's  fears  to  rest— which 
may  make  for  a  friendlier, 
more  trusting  family  relation- 
ship while  everyone  is  still 
alive.  A  mey  Stone 
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Travel 


A  BETTER 
PASSPORT:  THE 
HUMAN  HAND 


Fed  up  with  waiting  in  long 
passport  lines  when  you 
get  back  from  an  overseas 
flight?  If  you're  one  of  the 
nearly  10  million  passengers 
who  returned  home  last  year 
through  John  F.  Kennedy  or 
Newark  International  Air- 
ports, the  U.  S.  Immigration 
&  Naturalization  Service  is  of- 
fering a  way  to  zip  you 
through.  You  won't  even  have 
to  show  your  passport. 

The  INS  Passenger  Accel- 
erated Service  System  (ins 
pass)  allows  you  to  use  an 
electronic  hand  reader  to  ver- 
ify that  you  are  who  you  say 
you  are.  The  key  to  the  quick 
ID  review  is  the  human  hand. 
Like  fingerprints,  every  hand 
pattern  is  unique.  The  INS 
digitally  captures  the  design 
of  a  participant's  hand  and 


embeds  it  on  a  wallet-size 
white  plastic  card,  which  the 
traveler  carries.  Readers  lo- 
cated in  INS  pass  kiosks  at  ar- 
rival terminals  then  can  iden- 
tify the  person  by  matching 
the  print  on  the  card  against 
his  or  her  hand  placed  palm- 
down  on  the  machine. 
SIGN  UP.  The  program  is  open 
to  all  U.  S.  citizens  and  most 
Canadians,  Japanese,  and 
Western  Europeans.  Although 
now  limited  to  two  U.  S.  air- 
ports in  the  New  York  area, 
they  are  important  ones.  One 


passenger  in  five  returning  to 
the  U.  S.  lands  in  the  New 
York  area,  where  they  must 
clear  immigration  before  head- 
ing to  their  final  destination. 
What's  more,  the  INS  hopes 
to  expand  the  system  to  other 
U.  S.  cities.  Toronto's  airport 
has  just  started  clearing  INS 
PASS  cardholders  through 
U.  S.  immigration  if  they  are 
traveling  to  the  U.  S.  The  air- 
port in  Frankfurt,  Germany 
is  also  studying  the  system. 

You  can  obtain  an  INS  pass 
application  from  the  six  INS 


PASS  Enroll  CM 
at  JFK  or  the  m 
International  rjnj 
nal  B  at  Newaaj 
call  the  INS  difl 
for  an  1-833 or] 
(212  206-650(1 
201  645-4400  fori 
Participating  airllj 
American,  Delta,  BritisW 
ways,  United,  and  TW^J 
have  them. 

To  qualify  for  INS  P. 
person  should  make  at 
three  flights  a  year 
overseas  into  JFK  or  N< 
So  far,  only  20,000  p< 
have  signed  up.  Ther 
reason  not  to.  All  you 
to  do  is  show  customs  c 
the  receipt  (or  1-94  dep 
document  for  foreigner: 
INS  PASS  machines  issu 
you'll  be  in  your  taxi 
fellow  passengers  wait 
After  the  first  anniv 
of  the  $1.5  million  pro; 
late  May,  the  INS  will  i 
cost-effectiveness  stud; 
goal  is  to  put  coded  har 
data  on  machine-rei 
passports.  Then  all  you' 
to  worry  about  will 
luggage.  Patrick 


In  this  unsteady  market,  in- 
vestors in  technology 
stocks  may  feel  like  they're 
doing  a  high-wire  act.  But 
this  may  in  fact  be  a  good 
time  to  go  wireless.  Compa- 
nies specializing  in  cellular- 
phone  systems,  pagers,  and 
other  wireless  technologies 
are  battered  down,  but  as 
they  make  new  inroads  with 
consumers,  they  promise 
healthy  returns  in  the  near 
future. 

Wireless  stocks  have  got- 
ten hit  by  the  same  double 
whammy  as  other  technolo- 
gy stocks:  rising  interest 
rates  and  a  dropping 
Dow.  But  the  sector's  fun- 
damentals are  still  power- 
ful. Companies  report  that 
subscriptions  are  up  50% 
this  year,  with  robust 
earnings  and  cash-flow 
growth  ahead.  Market 
penetration  for  cellular 
phones  alone  is  only  7% 
in  the  U.  S.,  leaving  ample 
room  for  expansion. 

For  the  risk-averse,  a 


Smart  Money 

DIALING  INTO 

THE  TELECOMS  OF  TOMORROW 


"safe"  way  to  enter  this  sec- 
tor is  by  investing  in  South- 
western Bell  or  BellSouth. 
Together,  they  control  23% 
of  the  cellular-phone  business, 
yet  this  represents  only  9% 
of  their  revenues.  Unlike 
many  wireless  startups,  they 
have  solid  earnings  and  cash 


WIRELESS  TECHNOLOGY: 
POSSIBLE  PLAYS 


52-week 

Price 

trading 

Stock 

Apr.  18 

1991 

range 

AIRTOUCH 

$23 

MOTOROLA 

4514 

31  %-SS'A 

NEXTEL 

33X 

22%-5M 

PAGING  NETWORK 

18%-34J* 

SOUTHWESTERN  BELL 

31K-47 

DATA.  BRIDGE  INFORMATION  SYSTEMS  INC 


flow,  says  Morgan  Stanley 
analyst  Stephanie  Comfort. 

Many  analysts  are  eager 
to  catch  Motorola  while  it's 
down.  It  got  clobbered  when 
its  first-quarter  earnings 
were  1<?  less  than  expected, 
but  it  still  has  an  excellent 
position  in  the  wireless 
world.  Its  stock,  which 
split  on  Apr.  18,  is  18%  off 
its  52-week  high.  Many 
analysts  recommend  Air- 
Touch,  recently  spun  out 
of  Pacific  Telesis,  Califor- 
nia's Baby  Bell.  It  has  ex- 
cellent domestic  and  glo- 
bal exposure,  including 
licenses  to  operate  cellu- 
lar systems  in  Germany, 
Italy,  Japan,  and  South 
Korea.  It's  also  trading  at 
11  to  12  times  cash  flow 


compared  with  18-20 
for  most  cellular  compa 

HEAVY  BACKERS.  Anothei 

ular  pick  is  Nextel,  whic 
a  digital  technology  bas 
frequencies  used  by  dis] 
ers.  It  should  be  more 
cient,  clearer,  and  ch 
than  cellular.  Nextel 
some  heavy  backers  ii 
ing  MCI  and  Motorola 
are  betting  the  vast  £ 
potential  of  the  cellular 
ket  will  leave  room  fc 
other  major  player- 
though  it  hasn't  set  u] 
systems  yet. 

Although  less  ex 
than  cellular,  paging  is 
ing  20%-50%  annually.  1 
a  month,  the  devices 
become  popular  with  fai 
Prudential  analyst 
Bauer  likes  Paging  Nei 
because  it's  developing 
beepers  that  allow  calli 
leave  short  voice  mess 
It  will  function  like  a  p< 
sized  answering  machir 
costs  a  lot  less  than  a  ci 
phone.  Pam 
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apability:  executive  programs 


EUROPE'S  GREA 

XPECTATiONS 


The  1994  Business  Week 

Europe  Roundtable  of  Chief  Executives 

Great  Expectations:  The  Future  of  European  Business 

Date:  November  3-4,  1994 
Place:  The  Regent  Hotel,  London 


ECUTIVE 
3GRAMS 


1994  McGraw-Hill,  In 


Shifting  Labor  Practices.  Stream- 
lined Organizational  Models.  Bold 
Political  Transitions.  Mounting 
Environmental  Pressures. 

To  help  Europe's  largest  corpora- 
tions seize  the  opportunities  of 
their  changing  business  landscape, 
Business  Week  will  assemble  the 
foremost  leaders  of  European 
enterprise:  The  1994  Business 
Week  Europe  Roundtable. 

For  a  select  group  of  corporate 
co-sponsors  our  annual  Europe 
Roundtable  is  a  rare  opportunity 


to  exchange  ideas,  insights,  and 
perspectives  with  the  CEOs  of 
Europe's  largest  corporations. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012 

Business  Week  Executive  Programs. 
A  company  capability. 
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Hie  Multimedia  Encyclopedia  of  Mammalian  Biology  on  CD-ROM 

In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  by  television  and  satellite 
•  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually —  to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 
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THE  REALITIES  01 


Business  Week  presents 

The  Virtual  Office  in  association  with: 

MicroAge 

Infosyst e m s  Services 
AT&T  Global 
Information  Solutions 

And  with  the  support  of: 
IBM 

NEC  Technologies,  Inc. 
Zenith  Data  Systems 

Speakers  include: 

Jay  C  H I  AT ,  CEO  and  Chairman, 
Chiat-Day  Inc.  Advertising 

Mi  (ha  ii  L.  Joroff,  Ph.D. 
Director,  Research  and  Special  Planning, 
MIT  School  of  Architecture  and  Planning 

PAUL  S A F FO ,  Director,  Emerging 
Technologies,  Institute  for  the  Future 

Alan  P.  HALD,  Vice-Chairman 
and  Co-Founder,  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


The  reality  is  -  portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  —  instantly. 

Taking  control  of  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies.   ^ 


AT&T 

Global  Information 
Solutions 


INFOSYSTEMS  SERVICES 


For  CIOs,  advertising,  sales,  marked! 
purchasing,  personnel,  data  processirj 
planning  &  development,  commu-  I 
nications  and  engineering  executives! 
and  other  senior  managers  who  wish! 
to  take  hold  of  latest  technologies  anl 
management  strategies,  while  makinj 
direct  contact  with  top-level  technoll 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWee 


Beyond  news.  Intelligent 


To  register  for  t  he  Virtual  Office  conference, 
call  the  Business  Week  Registrar  at 
(800)821-1329,  fax  your  response  to 
(212)512-6281 ,  or  mail  this  coupon  to: 

Ann  McKenna 

BlISINI  ss  Wl-LK  EXECUTIVE  PROGRAMS 
1221  Avenue  of  the  Americas,  36 th  floor 
New  York,  NY  10020 


Executive 
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Alt  cancellations  must  be  received  in  writing,  those  postmarked  after  May  31 .  1994  unit  be  subject  to  a  service  charge  of  $150.  I 
who  jail  to  attend  and  do  nut  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee.  You  may,  if  you  wish,  tend  a 
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:rom  last  week:  0% 
Tom  last  year:  1.1% 


1 967=  1 00  (four-week  moving  average} 


Apr  9 
1900 


Aug. 
1993 


Apr. 
1994 


oducrion  index  was  unchanged  in  the  week  ended  Apr.  9.  Seasonally 
output  of  autos  and  trucks  were  down  sharply,  but  that  reflected  plant 
for  an  earlier-than-usual  Easier  holiday.  Coal,  electric  power,  and  lumber 
Iso  fell.  Rail-freight  traffic,  crude-oil  refining,  and  paper  production  increased, 
el  output  was  flat.  Before  calculation  of  the  four-week  moving  overage,  the 
sped  to  189.7  from  a  revised  189  9 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc. 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  9.0% 
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The  leading  index  rose  slightly  during  the  week  ended  Apr.  9  The  advance  was 
paced  by  much  stronger  growth  in  real  estate  loans  as  buyers  rushed  to  close  deals 
and  lock  in  mortgage  rates  before  further  rises  in  bond  yields.  Materials  prices  were 
also  higher,  but  lower  stock  prices,  higher  bond  yields,  and  slower  growth  in  M2 
forecast  a  downshift  in  economic  growth.  Before  calculation  of  the  four-week  moving 
average,  the  index  rose  to  235,  from  233.4. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 
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latest 
week 

Week 
ago 

%  Change 
year  ago 

1 6)  thous.  of  net  tons 

1,910 

1,899# 

5.7 

1/16)  units 

145,013 

125,077r# 

33.0 

4/ 16)  units 

119,493 

105,809r# 

43.6 

POWER  (4/16)  millions  of  kilowatt-h 

ours 

53,302 

52,423# 

4.1 

IL  REFINING  |4/i6)thous.ofbbl./d 

ay 

13,485 

13,188# 

0.6 

»)tr 

ous.  of  net  tons 

20,373# 

20,703 

10.9 

ARD  (4/9)  thous.  of  tons 

842.5# 

878. 6r 

1.9 

/9)  thous.  of  tons 

824. 0# 

815  Or 
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(4/9)  millions  of  ft. 

464.5# 

468.4 

0.3 

IGHT  (4/9)  billions  of  ton-miles 

21  9# 

21.3 

5.3 

American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
n  Railroads 

1 

week 

Week 
ago 

Year 
ago 

E  YEN  (4/20) 

103 

104 

1  1  1 

MARK  (4/20) 

1.70 

1.71 

1.60 

POUND  (4/20) 

1.48 

1.48 

1.56 

FRANC  (4/20) 

5  82 

5.86 

5.38 

N  DOLLAR  (4/20) 

1.38 

1.37 

1.26 

IANC  (4/20) 

1.44 

1.44 

1.45 

PESO  (4/20|J 

3.366 

3  363 

3.093 

Major  New  York  banks.  Currencies  expressed 
ressed  in  dollars 

in  units  per  U  S.  dollar,  except  for  British 

s 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

20)  $/troy  oz. 
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1AP  (4/19)  #1  heavy,  $/ton 

137.50 

137.50 

29  1 

FFS  (4/19)  index,  1967=100 

2170 
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5  4 

4/16)  e/lb. 

90.7 

90.8 

-3.8 

M  (4/16)  C/lb. 

62  6 

62.0 

19.7 

/16)#2hard,  $/bu. 
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3.67 

-1.9 

4/1 6)  strict  low  middlin 

9  M/16in., 

c/lb 

75.82 

72.93 

34.8 

ondon  Wednesday  final 
'.as  City  market,  Memphi; 

setting,  Chicac 
market 
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<et,  Commodity  Research  Bureau,  Metok 

Latest 
week 


Week 
ago 


%  Change 
year  ago 


STOCK  PRICES  (4/i5)S&P500 


447.25 


446.65 


-0.3 


CORPORATE  BOND  YIELD,  Aaa  (4/15) 


7.87° 


7.90% 


5  6 


INDUSTRIAL  MATERIALS  PRICES  (4/15) 


98  1 


97.9 


0  7 


BUSINESS  FAILURES  (4/8) 


NA 


NA 


REAL  ESTATE  LOANS  (4/6)  billions 


$422  2 


$418  9r 


3  7 


MONEY  SUPPLY,  M2  (4/4)  billions 


$3,553  1       $3,553. 5r 


3  2 


INITIAL  CLAIMS,  UNEMPLOYMENT  (4/2)  thous 


336 


33  I 


-9.9 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION 

(Mar.)  total  index 

1  15.6 

1  15.0r 

5.1 

CAPACITY  UTILIZATION  (M 

3r.) 

83  6% 

83.4% 

3.0 

IMPORTS  (Feb  [millions 

$50,262 

$49,475 

12.1 

EXPORTS  (Feb.)  millions 

$37,899 

$39,306 

2  6 

Sources:  Federal  Reserve,  Commerce  Dept 

umj  n.: 

CAT0RS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (4/4) 

$1,148.3 

$1,146  8r 

10  2 

BANKS'  BUSINESS  LOANS  (4/6) 

289.1 

236  7r 

28.5 

FREE  RESERVES  (4/13) 

697 

78  1  r 

-13.5 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/6) 

150.7 

147.6r 

1.3 

Sources:  Federal  Reserve  (in 
week  period  in  millions) 

billions,  except  for 

ree  reserves,  which 

ore  expressed  for  o  two- 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/19) 

3.71% 

3.24% 

2.91% 

PRIME  (4/20) 

6  75 

6.25 

6  00 

COMMERCIAL  PAPER  3-M0NTH  (4/19) 

4  12 

3.95 

3.12 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/20) 

4.12 

3  89 

3  08 

EURODOLLAR  3-MONTH  (4/15) 

3  89 

3.90 

3.13 

Sources:  Federal  Reserve,  First  Boston 

in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=Not  available     r=  revised     NM  =  Not  meaningful 
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The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire's  path 

Rain  forests  occupy  just 
2%  of  the  earth's  sur- 
face. Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically, 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

You  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

When  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke.  You'd  better  call  now. 


K01 


The  National 

Arbor  "  >a \  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


Index  to  Companies 

This  index  gives-  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  Labs  103 
Actava  Group  122 
Adidas  37 
Advanced  Micro 
Devices  112 
Advantage  Health  122 
Advest  122 

Aetna  Life  &  Casualty  123 
AGCO  106 
Airbus  Industrie  41 
Air-Touch  132 
Alsthom  45 
American  Airlines  132 
AMP  123 
AMR  112 
Anglo  American  42 
Anheuser-Busch  37 
Apple  Computer  96 
Ariad  Pharmaceuticals  119 
Arthur  Andersen  130 
AST  Research  123 
AT&T  96,  103,  122 
Atari  96 
Audiovox  123 

B 


Baltimore  Bancorp  120 
Banc  One  120 
Bank  Julius  Bar  48 
Bank  of  New  York  120 
Bank  South  120 
Baring  Securities  116 
Barnett  Banks  120 
Bayer  45 

Belarus  Manufacturing  106 
Bell  Atlantic  96 
BellSouth  132 
Bethlehem  Steel  112 
BIS  Strategic  Decisions  126 
Blockbuster 
Entertainment  126 
BMW  103 

Boatmen's  Bancshares  120 
BPI  Communications  126 
Branded  Consumer 

Products  38 
Brilliant  Media  96 
Bristol-Myers  Squibb  28 
British  Airways  132 
British  Telecom  122 
Brown  Brothers 

Harriman  31 
Builders  Square  30 


Cairncross  & 

Hempelmann  130 
Canon  37,  124 
CBS  36 

Cementos  Mexicanos  116 
Charles  Schwab  6 
Chase  Manhattan  28,  116 
Citibank  28,  119 
CJ.  Vitner  24 
CNA  Financial  30 
Coca-Cola  37,  38,  112 
Commerzbank  45,  48 
Compaq  28,  123 
Continental  Baking  37 
Cowen  122 
Cox  Enterprises  96 
Crestar  Financial  120 
Crystal  Dynamics  96 
CS  First  Boston  48 
Cyrix  124 


Daimler  Benz  45 
Datapoint  4 
Dataquest  96 
Dayton  Hudson  38 
Dean  Witter  Reynolds  20 
Deere  106 
Delta  Air  Lines  132 
Deltec  Asset 

Management  116 
Deutsche  Bank  48 
Digital  Equipment  28,  42 
Digital  Media  126 
Donaldson,  Lufkin  & 

Jenrette  112 
Dow  Jones  126 
Duff  &  Phelps  36 
Dun  &  Bradstreet  28 
Duracell  123 


Eastman  Kodak  122,  125 
EDS  122 
Eidolon  96 
Electronic  Arts  96 


Fathom  Pictures  96 
Federated  Department 
Stores  36 
Fiat  45 

Fidelity  Funds  Network  6 
Fidelity  Investments  36 
Figgie  International  38 
First  Boston  20 
First  Chicago  30,  120 
First  Fidelity  120 
First  Union  120 
Fleet  Financial  120 
Ford  28,  38,  45,  103 
Friday  Holdings  126 
Fujitsu  123 

G 


GE  4,  28,  38 

GM  28,  45,  112,  122 

Goodyear  24 
Griffin  Group  96 
Gruntal  119 
GTE  38 
Guinness  45 

H 


Haggar  Apparel  24 
Hancock  Institutional  Equity 
Services  123 
HBO  96,  110 
Hearst  126 
Hemasure  119 
Home  Depot  30,  108 
Home  Insurance  112 
Honda  124 


IBM  28,  96,  124 
IFR  LatAm  116 
ING  Bank  116 
Intel  124 

International  Finance  106 
ISL  Marketing  37 


Jardine  Matheson  49 
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NOW,  SOUTH  AFRICA  MUST  FREE  ITS  ECONOMY 

£         11 1  want  is  a  three-bedroom  house  with  indoor  plumb- 
ing  and  some  privacy,"  says  Rebecca  Matlakala,  who 
JP^^  lives  in  Alexandra,  a  crime-ridden  black  township  out- 
side Johannesburg.  It's  truly  amazing  how  universal  the  de- 
sires of  people  are  around  the  world,  including  South  Afri- 
ca. After  a  century  of  apartheid,  Matlakala  now  has  a  chance 
of  seeing  her  dream  come  true. 

But  only  if  the  new  government  gets  its  economic  policies 
right.  And  only  if  Pretoria  can  reestablish  control  over  the 
townships,  where  criminal  and  political  violence  are  approach- 
ing epidemic  proportions. 

Surprisingly,  getting  the  right  economic  policies  in  place 
may  solve  both  problems.  After  the  Apr.  27  elections,  Nel- 
son Mandela  will  face  two  complex  and  contradictory  demands: 
increase  job  opportunities  for  South  Africans  and  provide  im- 
mediate benefits  to  his  impatient  followers.  One  calls  for 
long-term  economic  growth.  The  other  calls  for  quick  redis- 
tribution of  resources. 

J.Illi>   cCUIlUIIllL    vTUI  Ulclll   r\IlUL  Lci.ll    Utr   LUL   LltrcUl    LlliUU^ll  11 

Mandela  is  willing  to  use  the  sharp  sword  of  global  compe- 
tition. The  closed  South  African  economy  today  resembles 
that  of  Mexico  or  Argentina  circa  1970.  Walls  of  high  tariffs 
protect  inefficient  local  businesses,  while  the  state  owns  or 
heavily  subsidizes  many  industries.  In  addition,  near  control 
of  the  world  gold  and  diamond  markets  provides  the  taxes 
that  have  kept  it  all  going. 

Until  now.  To  achieve  higher  growth  and  more  job  oppor- 

tunities,  South  Africa  must  become  a  more  open,  expor 
en  economy.  With  its  rich  resources,  excellent  infr; 
ture,  top-rate  services,  and  inexpensive,  skillful  labor 
the  country  stands  a  good  chance  of  becoming  Africa 
real  economic  "tiger." 

But  first  must  come  political  stability,  and  that  leac 
to  economic  redistribution.  The  African  National  Cong 
counting  on  a  "post-apartheid  dividend"  to  generate  o\ 
billion  for  a  huge  public- works  program.  Funds  wouk 
from  defense  cuts  plus  massive  foreign  aid  and  inves 

It's  a  fanciful  dream.  Expenses  for  law  and  order  ai 
ly  to  rise,  not  fall,  as  the  new  government  cracks  d( 
crime  and  reestablishes  control  in  the  townships.  And 
tors,  both  domestic  and  foreign,  are  bound  to  wait  n 
if  not  years,  to  see  if  South  Africa  becomes  another  '. 
or  degenerates  into  another  Lebanon. 

Privatizing  the  state's  industrial  assets  could  pro\ 
answer  to  this  dilemma.  It  could  generate  big  bucks 

ly    LUl    piIUHL    WUI  l\o  dllLl   lltrip   UU11U   el   Icll  gtrl    r\LL  ILclIl 

class.  Privatization  could  also  provide  carrots  to  enti 
eign  companies  to  invest  in  South  Africa,  alleviating  t 
unemployment. 

South  Africa  seems  to  be  on  the  verge  of  a  major  i 
in  shifting  to  majority  African  rule  through  open  der 
ic  elections.  Beyond  that,  it  must  cement  this  political 
with  an  equally  courageous  economic  miracle.  One  c£ 
wish  South  Africa,  and  Rebecca  Matlakala,  "Godspee 

HEALTH  CARE:  MARKETS  ARE  WORKING  AGAIN 

V&  ^kjhoal  Wait  a  minute.  Can  this  be  true?  Health-care 

■Av  costs  l'oso  at  a  S.S°A  annual  rate  in  the  first  quar- 
wm    ter,  the  lowest  rate  of  increase  since  1973.  Even 
better,  in  March  they  were  up  a  measly  0.2%,  actually  be- 
low the  overall  consumer  price  index.  What's  going  on?  Has 
half  the  health-care  crisis— the  cost  part— already  been  solved? 

Sorry,  Beltway  bureaucrats,  but  the  markets  appear  to  be 
working  once  again.  Sure,  the  Hillary  factor  has  helped.  Fear 
of  heavy  government  control  is  tempering  price  hikes.  But 
the  real  agent  of  change  is  Corporate  America.  Determined 
to  lower  its  health  costs,  business  ignited  a  fire  of  competi- 
tion among  health-care  suppliers.  Just  two  years  ago,  medi- 
cal costs  were  rising  at  double-digit  rates.  All  gone  now. 

Strange  how  Washington  advocates  of  price  controls  were 
just  the  other  day  arguing  that  competition  alone  could  nev- 
er corral  rising  costs.  Why?  Hospitals  would  simply  "cost-shift" 
expenses  incurred  on  patients  not  covered  by  insurance  over 
to  the  corporate  health  bill.  Suddenly,  it's  not  happening. 

So  maybe  the  country  doesn't  really  need  a  new,  omnipo- 
tent government-run  bureaucracy  controlling  its  health  care. 
Sure,  dealing  with  insurance  bureaucrats  can  be  frustrating, 
but  imagine  dealing  with  the  folks  from  the  motor  vehicle 

bureau?  And  price  controls  don't  seem  to  be  essential 
This  sharp  slowdown  in  runaway  health  care  inflatic 
America  time.  The  country  doesn't  have  to  rush  intc 
voluted,  who-can-understand-it  medical  system  if  it  is  no 
to  bankrupt  itself  on  sky-high  health-care  costs. 

What  remains  is  mostly  an  insurance  problem.  \*je 
due  dispatch,  Congress  should  outlaw  insurance  ex(J 
for  pre-existing  conditions,  make  insurance  portable,  H 
courage  small  businesses  to  pool  their  purchases  of  in;  1 
so  they  can  offer  low-cost  coverage  to  their  employee  H 
practice  reform  is  in  order  as  well.  These  steps  wouBj 
long  way  toward  increasing  access  to  health  care  fo  l 
not  covered.  If  they  don't,  we  can  revisit  the  probleB 
few  years. 

One  more  thing.  If  health-care  inflation  is  the  loweH 
years,  maybe  it's  time  for  health  maintenance  organS? 
and  preferred-provider  organizations  to  start  cuttinH 
bills  to  Corporate  America.  Companies  could  pass  tm 
ings  along  to  their  employees— who  haven't  had  a  deeB 
hike  in  years— owing,  in  part,  to  rising  medical  costs  ;■;•» 
their  employers.  Not  only  would  this  be  an  added  w 
the  economy,  but  it  would  make  a  lot  of  folks  happk 
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What 
We'UHelpYouMa 


M.ASKA 


Based  on  cities  served  by  Delta  and  Ihe  Delta  Connection  *  Delta  Connection  flights  operate  with  I  lelta  flight  numbers  3000-5999 and  701X1  7999  (01994  Delta  Air  Lines,  Inc. 


DATE  DUE 


jveThe  Least  0^ 
le  Most  Of.  Time. 


It  seems  as  if  there's  never  enough  of 
it.  And  we  realize  the  last  thing  you  can 
afford  to  do  is  run  out  of  it.  So  to  help 
you  make  the  most  of  it,  Delta  Air  Lines 
has  a  flight  leaving  every  17  seconds  of 
every  day  to  almost  anywhere  in  the 
world  your  business  might  take  you. 
To  London,  Frankfurt,  Paris,  Rome. 
To  Tokyo,  Hong  Kong,  Bangkok,  Seoul. 
And  every  step  of  the  way,  we'll  do 
everything  possible  to  make  sure  you 
not  only  arrive  relaxed  and  refreshed, 
but  also  with  plenty  of  time  to  spare. 
Join  us  on  your  next  business  trip. 
We  think  you'll  love  the  way  we  fly. 


A 


You'll  Love  The  Way  We  Fly 


ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes    □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes    □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes    □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes    □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes    □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise  at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes    □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  message  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  wh; 
customers  and  markets  are  telling  you? 

□  Yes    □  No  " 

When  the  flow  lines  of  your  information  syster| 
are  not  within  your  customers'  reach,  you  won't 
always  sense  when  opportunity  knocks.  But  even  if 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  information 
products  and  services,  revenue  opportunities  are  Ioj 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your 
customers? 

□  Yes    □  No 

Many  business  plans  underestimate  the  power 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech- 
nology strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  full  capabilities  of  your  organization 
accessible  to  your  customers  at  all  your  field 
locations? 

□  Yes    □  No 

An  office.  A  branch.  A  retail  site.  To  a  custom 
that's  your  company.  One  small  part  of  the  whole. 
Which  is  why  you  need  to  leverage  your  entire  orga 
zation  by  extending  its  capabilities  to  each  point  of 
customer  contact. 


10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 
□  Yes    □  No 
Business  is  built  on  customers.  Without  them, 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  th<§  > 
business  of  commerce  or  the  business  of  governmen 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service. 

The  Bottom  Line.    If  you  answered  No  to  any 
of  these  questions,  you  're  not  yet  customerized. 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  of  becoming 
customerized.  And  as  the  leader  at  customerizin 
business  and  government,  Unisys  will  work  with 
you  to  provide  the  answers  you  need. 


ici 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 


Customerize. 


This  test  poses  tough  questions 
out  customer  service.  So  does  the  real- 
)rld  business  environment.  That's  why 
lisys  is  introducing  an  answer  which 
n  transform  your  customer  service  into 
competitive  advantage:  customerize. 

When  you  customerize,  you  put  the 
stomer  at  the  heart  of  your  world, 
ther  than  the  periphery.  By  embedding 
stomer  service  objectives  within  your 
formation  strategy,  Unisys  will  help  you 
tend  the  full  capabilities  of  your  enter- 
ise  to  the  points  of  customer  contact- 
e  points  where  business  is  won  or  lost, 
s'll  help  enhance  your  ability  to  receive 
formation  from  your  customers  and 
mmunicate  information  to  them,  creat- 
%  an  information  flow  which  leads  to 
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bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize5"  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  commitment  to  the  assign- 


UNISYS 

We  make  it  happen.  customer-driven  era. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


cus-tom-er-ize  \  kus'-ta-ma-rize'V/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customi  r 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLITIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  17.  Ask 
for  our  customerize  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 


CUSTOMERIZE  is  a  service  mark  of  Unisys  Corporation 
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What  I  remember  most  about  Nixon  is  how  bad  it 
loas  to  be  in  the  business  when  he  was  president. 

—Hugh  Johnson,  chief  investment  officer  of  First  Albany,  recalling 
the  anemic  market  performance  of  those  days 
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FUNNY  BUSINESS 

HELLO,  NEXTEL? 
NASDAQ  CALLING 


In  late  February,  MCI  Com- 
munications announced  that 
it  planned  to  pay  $1.3  billion 
for  a  17%  stake  in  Nextel 
Communications,  giving  MCI  a 


foothold  in  wireless  communi- 
cations. But  the  deal  is  giv- 
ing some  people  a  headache. 

The  NASDAQ  exchange  is 
probing  unusual  trading  in 


Nextel's  stock  shortly  before 
MCl's  announcement,  Nextel 
says.  For  four  days  in  early 
February,  Nextel  trading  vol- 
ume was  double  its  usual  lev- 
el. Plus,  the  stock  jumped 
more  than  $2  per  share,  to 
38%,  on  Friday,  Feb.  25,  the 
last  trading  day  before  the 
Monday,  Feb.  28,  announce- 
ment. When  the  news  broke 
on  Feb.  28,  the  price  soared 
to  44^. 

Insider-trading  investiga- 
tors usually  track  down  the 
buyers  and  try  to  draw  con- 
nections with  those  who  knew 
about  the  transaction.  Nasdaq 
could  not  be  reached  for  com- 
ment, and  Nextel  would  say 
no  more.  MCI  says  it  hasn't 
been  officially  notified  of  the 
inquiry.  Richard  Liebhaber, 
MCl's  chief  strategist,  says  he 
doubts  any  leaks  came  from 
MCI.  "I  think  we're  going  to 
go  through  hell  on  Nextel," 
he  says.  Mark  Lewyn 


Bucyrus  brouhaha  is  heating  up 


SLUGFESTS 


DID  GOLDMAN  SACHS 
GILD  THE  LILY? 


I 


TAXES  AT  WORK 


CONGRESS  IS  FLOGGING  A  DEAD  SCREWWORM 


Congress,  ever  vigilant 
against  waste,  neverthe- 
less has  had  no  trouble  ladling 
out  research  funding  grants 
for  agriculture.  Take  the  $34.6 
million  approved  for  screw- 
worm  research, 
even  though  the 
beef-infesting 
parasite  has 
>een  eradicat- 
ed in  the  U.  S., 
according  to 
Citizens  Against 
Government 
Waste.  The  Agriculture  Dept. 
says  it's  needed  in  case  Mexi- 
can beef  enters  the  country. 

Representative  Joe  Skeen 
IR-N.M.)  got  $200,000  for  uni- 
versity locoweed  research— 
the  plant  apparently  makes 
cows  dizzy  causing  some  to 
miscarry.  Skeen  aide  Sherry 
Kiesling  defends  this  as  "a 
worthwhile  expenditure."  And 
Senator  Thad  Cochran  (R- 
Miss.)  pushed  through  a 
$200,000  grant  to  study  the 


hunting  of  bugs  in  grain  silos 
by  sound  detection.  Cochran 
aide  Elizabeth  Morra  says  this 
is  "a  serious  project."  Still, 
CAGW's  Tom  Schatz  argues 
that  the  agriculture  industry 
should  foot  the  bill,  not  tax- 
payers.   Richard  S.  Dunham 


t's  not  every  day  that 
Goldman  Sachs,  the 
quintessential  white-shoe  Wall 
Street  firm,  gets  accused  of 
underhanded  dealings.  But 
that's  the  case  with  Goldman- 
controlled  Bucyrus-Erie,  a 
114-year-old  maker  of  mining 
equipment  that  the  firm 
picked  up  in  a  1988  buyout 
for  what  critics  say  was  a 
mere  $1  million. 

Bucyrus'  biggest  bondhold- 
er ($60  million  face  value), 
Jackson  National  Life,  accuses 
Goldman  in  a  lawsuit  of  mask- 
ing the  South  Milwaukee 
company's  sorry  financial 
prospects  and  driving  it  into 
Chapter  11  by  loading  on  too 
much  debt.  The  situation  is 
heating  up:  On  May  11,  the 


bankruptcy  jud, 
will  hear  a  m 
tion  by  Jackson 
which  wants  i 
money  back 
full— to  condu 
an  examinati* 
of  the  Bucyrw 
controversy. 

Jackson  poin 
to  a  1990  mem 
randum  by  the 
Goldman  fui 
manager  Mika 
Salovaara  th 
cited  Bucyrus  as  a  troubl 
outfit.  But  two  months  lat> 
when  Jackson  bought  1 
Bucyrus  bonds,  it  claims  Go 
man  gave  it  no  indication  t 
the  company  was  troubl 
"They  were  telling  two  diff 
ent  stories,"  says  John  Sta 
who  manages  the  investm 
for  Jackson.  The  insurer  al 
grouses  that  the  Salovaa 
memo  boasts  that  Goldm 
was  making  35%  annual 
turns  on  Bucyrus,  presumal 
by  selling  the  compan 
bonds. 

Goldman  and  Salovaara 
miss  the  charges,  arguing  t 
the  memo  reference  was 
the  high  rates  Bucyrus  w 
paying  (10  points  over  co: 
parable  Treasuries),  not  its 
ability.  To  Goldman,  Jacks 
is  a  sophisticated  invest 
that  knew  the  risks  of  t 
Bucyrus  deal  and  today  war 
to  blame  others  for  its  folly. 


r  y   <:  :i 


NEWT  GINGRICH  says  the  new  world  trade 
pact  signed  by  1  1 8  nations  in  Marrakech  Apr. 
15  would  create  a  "Third  World-dominated,  dic- 
tatorship-dominated system"  to  settle 
trade  disputes.  The  Georgia  Republi- 
can, who  is  House  Minority  whip,  says 


IN  REALITY/he  U  S  ha  s  surren- 
dered no  sovereignty  of  its  laws  in  the 
new  agreement.  If  anything,  the  new 
WTO  will  make  it  easier  for  the  U.S.  to 
press  complaints  against  other  nations 
for  unfair  trade  practices.  Under  the  current  Gen- 
eral Agreement  on  Tariffs  &  Trade  (GATT),  any 
nation  can  veto  a  consensus  of  the  body.  With 


he  opposes  creation  of  a  World  Trade  Orgc 
nization  because  it  would  establish  a  "Unitei 
Nations  of  world  trade"  that  could  declare  U.S 
trade  practices  improper.  Gingrich 
sists  he  is  "for  world  trade,  but.. .again: 
world  government." 


NETTLED:  Newt 


]nd 


the  new  system,  WTO  decisions  stan 
unless  a  majority  of  countries  block  therr 
and  the  U.S.  has  brought  the  majorit 
of  dispute  claims  under  GATT.  Also,  fre 
trade  tends  to  break  down  dictatorship 
authoritarian  regimes,  giving  peopl 
economic  freedom  that  leads  to  calls  for  othe 
freedoms.  Douglas  Harbred 
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Our  one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge. 


The  Principal  Edge: 

Processing  customers  by  the 
dozen. That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies5"  from  The  Principal 
Financial  Group*  takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 
Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime* 
Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time. The  Principal  Financial  Group 
Des  Moines,  IA  50392-0150. 


the 

The  financial  company 
that  gives  you  an  edge.SM 


Financial 
Group 


nl°odMCtS  an^Scen^nCoeSn?lered  thr°ugh  Princ'Pal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries 
Ues  Moines,  IA  50392-0150.  ©  -,992  Principal  Mutual  Life  Ins.  Co' 

increasing  the  amount  of  coverage  may  require  a  medical  exam. 


TRADING  PLACES 

A  COMMODITY  ODDITY 
— SHARING  THE  SPOILS 


Surging  commodity-trading 
volume  has  piled  up  tons 
of  extra  cash  on  exchanges. 
So  the  legions  of  small-fry  in- 
dividual traders  at  such  places 
as  the  Chicago  Mercantile  Ex- 
change, which  pro- 
jects up  to  $50 
million  in  extra 
money  this  year 
from  fees  on 
trades  and  the 
like,  want  to  skim 
off  some  of  the  ex- 
cess for  exchange 
members  through 
dividends.  The  New  York 
Merc's  directors  have  tenta- 
tively 0.  K.'d  such  a  switch, 
the  Chicago  Merc  is  mulling 
the  notion,  and  the  Chicago 
Board  of  Trade  may  follow. 


But  the  dividend  proposal 
has  set  off  a  din  of  protest 
that  makes  bidding  in  the  pits 
sound  like  a  lullaby.  Object- 
ing are  big  firms  such  as 
Smith  Barney  Shearson, 
which  account  for  much  of  the 
exchanges'  volume.  The  firms 
hold  only  a  minority  of  the 
seats,  so  they  would  get  only 
a  fraction  of  the  dividends. 
They  favor  the  status  quo, 
where  the  extra  bucks  usually 
go  for  things  such  as  trading- 
floor  upgrades. 
Says  Smith  Bar- 
ney Managing  Di- 
rector John  Ben- 
jamin: "It's  sort  of 
ike  Robin  Hood, 
taking  from  one 
and  giving  to  an- 
other." But  if  big 
firms  are  miffed, 
growls  Chicago  Merc  board 
member  Merton  Miller,  "let 
them  set  up  their  own  ex- 
changes." While  that's  imprac- 
tical, at  least  they  couldn't  be 
outvoted  then.      Greg  Burns 


BRUSHED  OFF 


DENTAL  SCHOOLS  ARE  FEELING  THE  BITE 


■  f  you're  in  the  health-care 
Bbiz,  it's  hard  to  find  any 
good  news  in  President  Clin- 
ton's proposed  reforms.  Un- 
less you're  a  dentist,  that  is. 
Dentistry  is  something  of 


SAY  AHHH:  I )<  iiiiiikI  is  (Intra 


a  shrinking  industry  these 
days.  Six  dental  schools  have 
shut  since  1987,  including 
Georgetown  and  Loyola  of 
Chicago,  leaving  54  in  the 
U.  S.  The  number  of  medical 


schools  (now  125)  has  fallen 
by  only  one  in  the  past 
decade.  The  ranks  of  first- 
year  dental  students  (4,100) 
are  down  23%  from  10  years 
ago,  while  medical-school  en- 
tering enrollment  is  flat 
at  17,000.  The  number  of 
dentists  per  100,000  popu- 
lation is  waning. 

Why?  Dentists  them- 
selves think  they  are  too 
numerous,  so  many  dental 
schools  don't  get  needed 
alumni  support.  "If  there 
are  two  dentists  in  one 
town,  they  each  think 
there  are  too  many,"  says 
Dr.  Richard  D'Eustachio, 
president-elect  of  the 
American  Dental  Assn. 
They  may  be  right,  up  to 
a  point.  Thanks  to  fluori- 
dated water,  50%  of 
school-age  kids  don't  have 
cavities.  But  an  aging 
population  may  spur  demand 
for  dentistry.  Health-care  re- 
form could,  too.  The  Clinton 
plan  covers  kids  for  preven- 
tive services  and  everybody 
for  emergency  treatment.  □ 


PLANE  SPEAKING 

AT  JAL  MAGIC  FINGERS 
IN  FIRST  CLASS 


A meal  and  two  movies  af- 
ter takeoff,  with  Tokyo 
still  hours  away,  you're  still 
sleeplessly  tossing  and  turning 
as  far  as  your  seat  will  allow. 
You  could  use  a  little  Shiatsu, 
maybe?  Japan  Airlines  has 
just  the  thing  for  you. 


Since  Apr.  1,  on  some  Lo 
don-Tokyo  and  New  York-T 
kyo  flights,  JAL's  first-cla 
customers  can  take  turns  sc 
tling  into  what  the  airlii 
claims  is  the  world's  first  ai 
borne  automatic-massage  sej 
Two  wheels  mounted  in  tl 
back  of  the  seat  travel  fro 
the  small  of  the  back  to  tl 
nape  of  the  neck  to  give  y< 
a  15-minute  rubdown  th 
runs  from  shiatsu-style  stea< 
pressure  to  light  thumping 
a  rotating  massage.  JAL  coi 
missioned  Marutaka,  a  mei 
cal-equipment  maker,  and  K<  c 
to  Kogyo,  a  furniture  make 
to  develop  the  "sky  massag( 
Price  tag:  $380,000.  Now,  fo 
jal  jumbos  have  one  eac 
with  a  fifth  kept  in  reserve, 
you're  stuck  back  in  busine 
class,  though,  you'll  just  hai 
to  struggle  into  the  aisle  ai 
try  to  stretch.  Larry  Hoiyo, 


THE  BIG  PICTURE 

IGNORANT 
OF  THE  FAX 

Fax  use  in  corporate 
America  surges  ever 
higher,  up  by  more  than 
40%  during  the  past  two 
years.  A  recent  survey 
of  400  large  companies 
shows  that  36%  of  their 
total  telephone  spending 
is  fax-related.  Trouble  is, 
the  companies  don't 
know  much  more 
than  that  about  this 
spiraling  cost  item. 
DATA:  GALLUP  ORGANIZATION 


FOOTNOTES 


PERCENT  OF  TELECOM 
MANAGERS  POLLED  WHO: 

DON'T  KNOW  THE  TQo/ 
COST  TO  SEND  A  FAX  /0/0 

DON'T  HAVE  -ft\>/ 
ANY  FAX  POLICIES  /U/0 

DON'T  TRACK  TOTAL  ,~0/ 
FAX  SPENDING  OO  ° 


Ketchup  sales,  1993:  $413  million,  down  17%  over  1992.  Salsa  sales,  1993:  $634  million,  up  10.5% 
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UPFR 


a  Scrvwe  of  Aneri^a,  Inc.  *See  DPS  Air  Service  Guide  for  su. 


If  you  have  something  of  great  value,  you  insure  it.  Send  an  important  package  UPS  Next 
Day  Air*  and  you're  doing  the  same  thing.  Only  UPS  offers  guaranteed  tracking  and  guaranteed 
10:30  a.m.  delivery  for  up  to  35%  less  than  other  companies  charge*.  That  way  you're  insuring 

something  else  of  great  value.  Your  career  The  package  delivery  company  more  companies  count  on. 

For  prompt  pick-up  of  your  urgent  package  call  1-800-PICK-UPS. 


ups 
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EDITOR'S  MEMO  I 


EXCELLENCE  IS  A  WAY  OF  LIFE' 


The  National  Magazine  Award  for 
General  Excellence  is  the  high- 
est honor  a  magazine  can  win. 
Presented  under  the  auspices  of  the 
Graduate  School  of  Journalism  at  Co- 
lumbia University,  it  is  the  Pulitzer- 
Prize  of  our  business— the  very  em- 
blem of  editorial  quality.  Over  the  past 
eight  years,  BUSINESS  week  has  been 
a  finalist  for  this  accolade  six 
times.  This  year,  I  am 
proud  that  we  won  the 
grand  prize  for  maga-  I 
zines  with  a  circulation  s 
of  more  than  1  million.  [ 

The  judges'  citation 
reads:  "Excellence  is 
a  way  of  life  at 
BUSINESS  WEEK.  The 
editors  continue  to  find 
new  ways  to  offer 
readers  more— ground- 
breaking stories,  pre- 
scient information,  in-depth  reportage. 
BUSINESS  WEEK  is  as  resourceful  as  it 
is  distinguished." 

It  is  not  just  the  National  Magazine 
Award  we  are  celebrating  these  days. 
We  were  also  recently  notified  that 
we  are  finalists  for  three  Gerald  Loeb 
Awards,  perhaps  the  most  significant 
competition  devoted  to  business  jour- 
nalism. No  other  magazine  has  ever 
been  a  finalist  three  times  in  one  year 
for  these  awards,  which  will  be  pre- 


Sai 


;  Jill 


THE  ELEPHANT:  THE  NATIONAL 
MAGAZINE  AWARD 


AND  WORTH  EVERY 
PENNY  OF  IT 


Every  year  your  executive-pay  issue 
infuriates  me— but  not  for  the  rea- 
son you  may  expect  ("That  eye-popping 
executive  pay,"  Special  Report,  Apr.  25). 
The  only  stock  I  own  is  Disney.  During 
Michael  Eisner's  tenure,  my  holdings' 
value  has  multiplied  sixteenfold.  Yes, 
there  have  been  some  unremarkable 
years,  but  the  phenomenal  ones  have 
more  than  compensated.  Is  Eisner  worth 
$200  million?  He  is  to  me. 


sented  in  June  by  the  Graduate  Schoc 
of  Management  at  UCLA. 

There's  more.  Two  weeks  ago,  ou 
staff  won  the  Computer  Press  Assn 
Award  for  the  best  article  in  th 
breaking-news  category— for  our  sto 
ry  on  IBM's  appointment  of  Lou  Gerst 
ner  as  CEO.  We  are  also  being  hon 
ored  with  a  first-place  prize  fo 
personal-finance  reporting,  awarded  b 
American  University  and  th' 
Education  Foundation  of  th 
Investment  Company  Insti 
tute.  And  just  this  week,  ou 
international  staff  won  an 
other  award  from  the  Over 
seas  Press  Club— the  lit] 
i  in  the  past  11  years. 
I     All  of  us  at  busines  I 
week   take  enormou 
pride  in  these  honor 
and  we  are  grateful  t< 
have  been  chosen.  But  n 
award,  not  even  the  National  Mag; 
zine  Award,  is  a  culmination.  Our  goa 
as  always,  is  to  create  the  best  po; 
sible  magazine  for  you,  our  reader 
every  week. 


Editor-in-chif 


Professor  Charles  Handy  says  high 
pay  is  obscene?  What's  obscene  is  carpi) 
by  unproductive  academics  who  add  ze 
to  anyone's  net  worth  but  their  own. 

Paul  Doerii 
Rochester,  N.| 

HEDGE  FUNDS: 

A  CAUTIONARY  TALE  

Jow  that  we  know  hedge  funds  cl 
lose  money,  your  readers  may 
interested  in  the  following  scenario  ("1, 
Market's  Revenge,"  Cover  Story,  An 
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In  Ihe  llME  It  Iakes 
To  Read  This  Headline, 
Intrepid  Can  Do 
10  Million  Things. 

It  hardly  seems  possible.  But  Dodge 
Intrepid  has  a  network  ot  as  many  as  hfty- 
five  data  sensors  and  up  to  seven  on-board 
computers  that  can  process  two  million 
pieces  ot  information  per  second. 

It's  clever  enough  to  select 
shift  points  lor  optimum 
hie!  economy.  Turn  off 
interior  lights  d  a  door  is 
left  ajar.  And  even  maintain  the  inside 
temperature  you  want  with  available 
automatic  temperature  control. 

It's  amazing,  when  you  stop  and  think 
about  it.  But  then,  Intrepids  computers 
work  so  quickly  and  efficiently  .  .  .  you 
probably  never  will. 


Select 
Features 


•  Standard  driver  c3 'front  passenger  airbags 

•  Available  anti-lock  brakes  eJ traction  control 
[vailabbz  integrated  club)  safety  seat 
ivai/able  speed  sensittve  steering 

•  Standard  rear  seat  beat     air  ducts 

•  Standard  air  conditioning  with  available 
automatic  temperature  control  system 

•  Standard  four-wheel  independent  suspension 

•  Available  5.5  liter,  2N  horsepower, 
24-valve  overhead  cam  V-6 

•  Choice  of  warranties:  7/70 powertrain  or 
5/56  bumper-to-bumper.  See  these  limited 
warranties  e3 'restriction*!  at  dealer. 
Excluded  normal  maintenance, 
ad/tistments  c~>  wear  items. 

•  For  still  more  information, 

calIl-800-4-A-DODGE 


Intrepid  &  A  The  New  Dodge 


IIVISK  IN  <  )F  THE  CHRYS1  KR  CORPORA!  ION 


Introducing 


Funny  thing  about 
PC  networks.  As  soon 
as  folks  get  on  them, 
they  want  more. 


eres 


Soh 
first  line  of 


th( 


Wide  s 


faster  than  the  EISA 
bus  others  use. 
They  give  you  an 
integrated  Fast  and 
Wide  SCSI  2  disk 


No  matter  where 
you  start,  our  unique 
daughter  cards 
easily  take 


cnromca 


servers  designe 
give  you  more. 

You  want  more 
performance? 

Our  DECpc'XL 
Servers  are  built 
around  a  PCI  local 
■  >us  that's  three  times 


>d  to 


controller  that's 
twice  as  quick  as  the 
competition's. 
And  you  can  run  a 
66  MHz  i486'  '  chip, 
or  a  60  or  66  MHz 
Pentium"'  processor. 

You  want  to 
upgrade? 


you  through  100 
MHz  and  future 
Pentium  chips,  or 
over  to  our  mind- 
bending  Alpha  AXP' 
processor,  if  you  opt 
for  RISC. 

You  want  to 
expand? 


ervers 


^mmm 


industry  and  our 

unbeatable  3-year 
on-site  limited 
warranty. 

So  why     "^B  a 


emanding 


You  can  add 
obscene  amounts  of 
RAM  and  cac  he.  PI  us 
all  the  slots,  bays,  and 
ports  a  sane  person 
would  want. 

You  also  get  the 
widest  range  of  soft- 
ware support  in  the 


try  to  predict  your 
network's  demands? 

Now  that  you  no 
longer  have  to. 

Call  1-800-865-4569. 

Please  reference  BZH  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 


ta 


I 


PC 


Beyond  the  box. 


€>  DIGITAL  EQUIPMENT  CORPORATION  199-L  The  DIGITAL  logo  and  DECpc  and  Alpha  AXPare  trademarks,  and  Beyond  The  Box 
is  a  service  mark  ol  Digital  Equipment  Corporation.  Pentium  and  i486  are  trademarks  of  Intel  Corporation. 


una 


18).  Assume  an  investment  of  $100,000  in 
a  typical  hedge  fund  with  a  1%  man- 
agement fee  and  a  20%  incentive  fee. 
The  fund's  gross  profits  are  30%  for 
each  of  the  following  three  years.  Then 
in  the  fourth  year,  the  fund  has  a  loss  of 
30%. 

At  the  end  of  this  period,  the  investor 
will  have  about  $133,500,  or  an  average 
annual  compound  rate  of  return  of  7.48%. 
The  fund  manager  will  have  earned 
about  $28,500  in  fees  and  be  required  to 
account  for  about  $57,200  in  losses 
against  future  profits. 

History  tells  us  that  this  accounting 
will  probably  not  take  place  and  that 
the  fund  manager  will  probably  "fold  his 
tent  and  silently  steal  away." 

David  S.  Logan 
Chicago 

TRADING  ONE  MYTH 

FOR  ANOTHER?  

■  n  "The  myth  that  may  doom  Clinton's 
I  Presidency"  (Economic  Viewpoint, 
Apr.  18),  Paul  Craig  Roberts  continues 
to  believe  his  own  myth  about  "supply- 
side  economics."  He  seems  blind  to  the 
facts  that  the  Reagan  Administration 
followed  a  simple  Keynesian  economic 
precept  taught  to  undergraduates:  Run 
the  government  deficit  up  to  record 
post-World  War  II  levels  and  you  will 
stimulate  aggregate  U.  S.  demand.  Un- 
fortunately, as  we  found  out  in  1990, 
this  type  of  growth  is  unsustainable  be- 
cause it  is  consumer-,  not  investment-, 
driven. 

Richard  J.  McCann 
West  Sacramento,  Calif. 

To  quote  former  President  Reagan: 
"There  he  goes  again." 
Paul  Craig  Roberts'  articles  remind 
me  of  the  old  tactic  used  by  economists 
in  the  Soviet  Union:  Repeat  a  half-truth 
often  enough,  and  with  time,  it  becomes 
accepted  as  the  truth. 

Thaddeus  Swiecki 
Tempo,  Ariz. 


MAKING  A  KILLING 

ISHT  A  CRIME  

Your  piece  on  Hillary  Clinton's  previ- 
ous investment  activities  ("Hillary 
Clinton,  go-go-getter,"  Top  of  the  News, 
Apr.  18)  was  alarmingly  shallow. 

You  cite  several  highly  profitable  in- 
vestments made  by  Clinton,  implying 
that  the  results  must  indicate  some 
wrongdoing  on  her  part.  You  seem  to 
feel  that  the  fact  that  Clinton,  v\  hile  a 
partner  in  an  important  law  firm  and 
the  wife  of  the  governor  of  Arkansas, 


CORRECTIONS  &  CLARIFICATIONS 

Those  who  sign  up  with  AT&T  for  long- 
distance service  ("How  to  dial  your 
way  onto  a  plane,"  Personal  Business, 
Apr.  11)  are  offered  triple  frequent- 
flyer  miles  for  the  first  month. 


was  well-connected  is  a  violation  of  a 
cryptic  ethical  code  that  business  week 
and  the  media  in  general  have  deter- 
mined should  be  followed  by  high-profile 
individuals  and  couples. 

The  article  (attributed  to  five 
BUSINESS  WEEK  staffers)  three  times 
refers  to  unnamed  "experts"  who  seem 
to  draw  no  conclusions  other  than  the 
fact  that  the  Clintons  as  a  young  couple 
were  as  interested  in  establishing  a  com- 
fortable net  worth. 

What  is  most  striking  about  your  arti- 
cle is  its  hypocrisy:  Why  assert  there  is 
something  wrong  about  people  turning  a 
huge  profit  in  the  various  investment 
arenas  when,  for  the  most  part,  it  is 
precisely  the  desire  to  do  so  that  moti- 
vates people  to  subscribe  to  BUSINESS 
WEEK? 

Seth  Ruffer 
Bayside,  N.Y. 

WHEH  IRWIN  JACOBS 
WASN'T  SO  FRIENDLY 


I 


t  is  heartening  to  note  that  Irwin  Ja- 
cobs ("A  couple  of  old  raiders  hitch 
up  again,"  Top  of  the  News,  Apr.  4)  is 
focusing  now  on  friendly  takeovers. 

My  late  husband  was  a  victim  of  Ja- 
cob's hostile  takeover  of  AMF  Inc.  in 
1985-86.  To  see  the  company  he  had 
served  for  almost  30  years  decimated 
was  more  than  he  could  cope  with. 

Jacobs  was  only  43  years  of  age  at 
that  time.  Thank  heaven  he  no  longer 
wants  "to  cause  people  trouble." 

Frances  V.  Epstine 
Osterville,  Mass. 


CLEARER  CONNECTIOH 

FROM  AT&T  

Your  article  "AT&T  is  no  smooth  oper- 
ator in  Europe"  (International  Busi- 
ness, Apr.  11),  wrongly  stated  that  AT&T 
"will  soon  shift  its  efforts  away  from 
equipment  sales  into  services." 

Quotes  from  me  that  appear  to  sup- 
port your  thesis  send  a  different  mes- 
sage when  my  title  is  accurately  given.  I 
am  not  head  of  AT&T's  European  net- 
work services  business.  I  am  head  of 
European  equipment  business,  Network 
Systems  International. 

As  competition  emerges  in  Europe, 


I 


an  operator's  expenditures  on  pul 
switching  equipment  will  indeed  " 
come  a  smaller  part  of  [an  operator's] 
vestment,  and  there  will  be  a  movemej 
toward  revenue-generating  services," 
I  said.  This  is  meant  to  underscore  th| 
operators'  total  investments  in  telecor 
munications  equipment  will  grow,  wii 
switching  investments  representing  f 
smaller  piece  of  a  larger  solution. 

Daniel  R.  Hes^ 
President  &  CE 
AT&T  Network  Systems  Internationj 
The  Netherlanj 

A  LESSON 

IN  CONTRASTS  

Your  magazine  had  two  stories  offel 
ing  an  excellent  contrast.  One  wa 
"Lou  Gerstner  unveils  his  battle  plaij 
(Information  Processing),  and  the  othe 
was  "Toyota  retooled"  (The  Corporatioij 
Apr.  4).  Gerstner  engineered  a  massh 
bloodletting,  but  no  progress  has  bee 
made  beyond  what  was  under  way  ui] 
der  [former  CEO  John  F.]  Akers. 

In  contrast,  Toyota  has  muscle| 
through  its  morass  "without  closing 
single  factory  or  laying  off  a  singl| 
worker." 

Zaki  MustafL 
Corning,  N.  W-i 

THIS  BABY  CRAWLS 
AHEAD  OF  THE  PACK 


Regarding  your  article  "The  Baby  Bel 
that's  still  crawling"  (Informatiof 
Processing,  Apr.  11),  NYNEX  is  doinj 
better  than  you  suggest. 

Our  findings  show  that  the  compan; 
is  generating  more  revenues  per  acces 
line  (a  productivity  index  that  we  de 
veloped)  than  any  other  Bell  operating 
company. 

John  M.  Celentan< 
Presiden 

C2I  Customer  Information  Inc 
Randallstown,  Md 


HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  Include  an  address  and  daytime  ana 
evening  phone  numbers  We  reserve  the  right  to  edit  lei 
ters  for  clarity  and  space. 

Mail  Business  Week,  1221  Avenue  of  the  Americas] 
39th  floor,  New  York,  NY  10020 

Fax  (212)  512-4721 

Internet  bwreader 'ff  mgh.com 

SUBSCRIBER  SERVICES 

For  new  subscriptions,  renewals,  changes  or  problems 
and  single  copies. 

Phone  (800)  635-1200  or  (609)  426-7500 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 

Phone  (212)512-3396  Fax  (212)  512-4938 


14  BUSINESS  WEEK/MAY  9,  1994 


At  35,000  feet,  China  Airlines 
is  playing  your  song 


The  soft  strains  of  Tchaikovsky's  Romeo 
and  Juliet  are  just  one  of  the  many 
listening  pleasures  you  will  find  among  the 
varied  selection  of  entertainment  offered  by 
China  Airlines.  Treasuring  each  encounter 
with  you,  it  wants  your  journey  to  be  a 
memorable  one.  On  every  flight,  China 
Airlines'  young  and  energetic  cabin 
attendants  and  skilled  and  seasoned  pilots 
perform  as  a  well-rehearsed  team, 
orchestrating  a  quality  of  service  to  meet 
your  every  expectation. 

That  is  only  fitting  for  China  Airlines,  one  of 


the  world's  fastest  growing  air  carriers, 
hailing  from  Taiwan,  one  of  the  world's 
fastest  growing  economies. 

To  experience  the  utmost  in  inflight 
service,  let  China  Airlines  take  you  on  your 
next  journey  on  the  world  stage. 


We  treasure  each  encounter 

CHINA  AIRLINES 

TAIPEI.  TAIWAN.  ROC 


Wells  Fargo  Bank  and  its  affili  as  prov.de  investment  advisory  services,  shareholder  services  and  certain  other  services  for  the  Stagecoach  Funds  and  are  not  affili 


LifePath; 


In  the  1850's,  life  was  unpredictable,  if  anything.  But  when  the 


Wells  Fargo  driver  took  the  reins,  everyone  on  board  the  stage  knew  they  were  in  trusted  hands. 
Now  Wells  Fargo  offers  a  new  way  to  help  a  new  generation  towards  its  finan- 
cial goals.  Stagecoach  LifePath 


TIME  HORIZON  DETERMINES 
INVESTMENT  STRATEGY 


POTENTIAL  V?030Fund 
FOR  RISK 

AND 
RETURN 


more 

consemituv 


Funds.  The  first  mutual  fund 
investment  that  weighs  nsk  against 
potential  rewards  and  changes 
over  specific  time  horizons. 

Depending  on  the  time  horizon 
you  choose,  your  LifePath  Funds 


Each  LifePath  Fund  invests  for  a  specific  time  horizon,  investing  for  ^Vested  morc  aggressively 

greater  growth  in  early  years,  while  gradually  reducing  its  exposure 
to  risk  as  its  time  horizon  nears.  There  can  he  no  assurance,  however, 
that  the  investment  objectives  of  the  LifePath  Funds  will  he  met. 


early  on... then  more  conservatively 
over  the  years.  Reacting  to 
changing  market  conditions  all  over  the  world.  Principal  and  yield  of  investment 
securities  will  fluctuate  with  changes  in  market  conditions. 

Because  you  are  too  busy  to  make  day-to-day  investment 
decisions  that  can  potentially  maximize  rewards,  LifePath 
does  it  for  you.  Relying  on  time-tested  asset  allocation 
strategies,  the  funds  are  analyzed  and  reevaluated  every 
day.  LifePath— it's  one  simple  decision  that  can  make 
the  difference  down  the  road.  For  more  complete  information 


< 

LIFEPATH 

FUNDS 

2000  Fund 

2010  Fund 

2020  Fund 

2030  Fund 

2040  Fund 

about  LifePath  Funds,  including  charges  and  expenses,    Call  today  for  a  free  brochure 

and  prospectus  that  details  this 

call  for  a  prospectus.  Please  read  it  carefully  before      innovative  investment  concept. 


investing  or  sending  mone 


;}.  1-800-Wells  Invest/ext,  660 


STAGECOACH  FUNDS® 

Sponsor/Distributor  Stephens  Inc.  Available  at  Wells  Fargo. 


Stagecoach  Funds: 

•  arc  NOT  FD1C  insured  •  are  NOT  deposits  or  obligations  of  Wells  Fargo  Bank 

•  are  NOT  guaranteed  by  the  hank    •  involve  investment  risk,  including  possible  loss  of  principal. 


Wells  Fargo.  At  The  Frontier  Of  Financial  Innovation. 


tephens  Inc.,  Member  NYSE/SIPC.  LifePath  is  a  trademark  of  Wells  Fargo  Ntkko  Investment  Advisors.  ©1994  Stagecoach  Trust.  All  rights  reserved. 


KING  SALMON 


WHALES    SlS)  COHO 


BLACK  BEARS 


LING  COD     >"  EAGLES 


Is  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 
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Ford  Dealers  Assn.  of  Southern  California  For  the  last 
1 1  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice.  Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience  itself 
helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used  Dick  Landfield,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well  It  is,  by  far,  the  best  managed 
resort  in  Alaska    We  look  forward  to  our  annual  return  this 
year  as  we  have  for  the  past  decade 

Norm  Creighton,  President  and  CEO 

Roberts  Electric  Nine  years  in  a  row  The  absolute  best 
time  of  our  lives  David  Waugh,  Vice  President 

Flamingo  Hilton  Las  Vegas  Fishing  at  Waterfall  is  the 
ultimate  and  I  can  prove  it.  This  year  will  be  my  sixth  return 
visit  to  this  beautiful  resort.  .Atmosphere,  service, 
camaraderie,  relaxation  ..  the  Ultimate 

Horst  Dzuira,  President 


Eddie  Bauer  Company  Our  company  is  known  for  its  fine 
reputation  for  high  quality  casual  sportswear,  gifts  and 
accessories.  Waterfall  Resort  exemplifies  the  quality 
experience  we  like  to  associate  with. 

Chloe  L  Mueller,  Manager-Corporate  Licensing 

Bumble  Bee  Seafoods  The  quality  time  spent  at  Waterfall 
with  our  customers,  food  brokers,  and  sales  representatives 
have  forged  lasting  personal  and  business  relationships; 
along  with  enabling  us  to  provide  them  with  unique  educa- 
tional insights  into  our  industry.    Bob  Nickinovich,  Director 

Huntsman  Chemical  Corporation  Waterfall  Resort  is  the 
finest  fishing  resort  in  the  world.  I  bring  a  group  of  20 
guests  every  year  Jon  M.  Huntsman,  CEO 

Monroe  Auto  Equipment  Company  We  have  been  taking 
customers  to  Alaska  for  the  past  five  years  and  Waterfall 
Resort  is  by  far  the  best  trip  yet    We  are  going  again  in 
1994  and  this  is  the  first  time  we  will  repeat  to  the 
same  resort.  Gary  Raines,  Area  Sales  Manager 


ATERFALI 

R  E       O  R  T  MJ 

ALASKA 

\  Member  of  Alaska's  /nwde  Passage  Resorts 


Tear  this  page  out  and  fax  it  to  Waterfall  /  907-225-8530 
and  receive  our  special  resort  video,  hosted  by  Steve  Garvey 
or  mail  to  P.O.  Box  6440-BW,  Ketchikan,  AK  99901 

company 


address 

state/zip  telephone  fax 


INFORMATION  /  RESERVATIONS:  800-511-5125 
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VIDED  WE  FALL:  GAMBLING  WITH  HISTORY  IN  THE  NINETIES 

'  Haynes  Johnson 
orton  •  432pp  •  $25 

rHE  DISTURBING  DRIFT 

>F  OUR  FRAGILE  DEMOCRACY 


w 


I  n  his  ambitious  book,  Divided  We 
I  Fall,  Washington  reporter  Haynes 

I  Johnson  writes  that  on  the  eve  of 
e  1992  Presidential  election,  "seven 
it  of  ten  Americans  believed  the  coun- 
y  was  on  the  wrong  track."  Evidently, 
e  three  who  didn't  believe  that  must 
ive  been  asleep  for  the  previous  sever- 
years.  A  seemingly  intractable  reces- 
on  was  destroying  jobs  and  lives 
ound  the  nation  as  all-too-familiar  long- 
rm  national  pathologies— violent  crime, 
rial  conflict,  inner-city  decay,  failing 
hools— fed  frustration  and  anxiety. 
Johnson  spent  much  of 
92  talking  with  scores 
people  in  15  states,  and 
■  found  them  profoundly 
igry  and  bitter.  They 
strusted  politicians  and 
ubted  government's  will 

ability  to  meet  chal- 
iges.  In  their  eyes,  as 
e  country  spun  out  of 
ntrol,  Washington  re- 
lined  remote  from  the 
ncerns  of  citizens  like 
em. 

Such  feelings,  of 
urse,  meant  victory— 
wever  narrow— for  Bill 
inton,  who  promised  to 
i  boldly  to  create  jobs 
d  attack  long-neglected 
oblems.   Divided  We 

II  is  in  part  a  report  card  on  President 
nton's  first  year.  More  important,  it  is 
:o  a  thoughtful,  wide-ranging  analysis 
America's  manifold  troubles  and  the 
ibedded  political  obstacles  to  coping 
th  them.  Finally,  it  is  something  of  a 
rning  that  unless  Americans  can  unite 
d  at  least  start  curing  their  ills,  the 
litical  system  may  tear  itself  apart. 
>re  conservative  readers  will  probably 
like  much  of  what  Johnson  says,  but 
readers  should  find  his  book  thought- 
evoking,  informative,  and  so  persua- 
ely  pessimistic  as  to  be  disturbing. 
Johnson  clearly  likes  the  President, 
om  he  interviewed  for  the  book,  and 
ne  of  his  themes  echo  Clinton's  rheto- 
.  He  acknowledges  early  "missteps"— 
■  soothing  term  for  the  tragicomic 
lite  House  blunders  that  eroded  pub- 
confidence.  But  he  gives  Clinton  an  A 
h  for  effort  ("his  presidential  agenda 


remains  the  most  ambitious  in  decades") 
and  first-year  achievement  ("his  legisla- 
tive success  was  the  greatest  since 
Dwight  D.  Eisenhower"). 

While  Johnson  isn't  entirely  wrong 
here,  he  downplays  matters  that  still 
cost  Clinton  potential  support.  The  Pres- 
ident's tax-now-save-later  budget,  for 
example,  sticks  close  to  traditional  polit- 
ical game-playing.  And  Johnson  wrongly 
chastises  Ross  Perot  for  deriding  Clin- 
ton's dopey  proposal  for  a  "trust  fund"  to 
pay  off  the  deficit.  Like  Clinton,  he  often 
calls  for  "hard  choices"  and  "sacrifice"— 


hy  should  a 
politician  work  for 
compromise  only  to  be 
portrayed  on  the  TV 
news  as  a  wimp? 
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Author  of  llic  IrstaHlcr 
Sfcfjwcntting  Througlt  /Wary 

DIVIDED 

We  Fall 

(ianibling  uith  History 
in  the  Nineties  1 


new  code  words  for  further  assaults  on 
middle-class  taxpayers.  More  than  once, 
he  criticizes  business'  downsizing,  with 
its  permanent  loss  of  jobs,  without  ac- 
knowledging the  productivity  gains  that 
will  translate  into  higher  incomes  and 
greater  competitiveness.  He  is  right, 
though,  to  echo  Clinton's  criticism  of  the 
Reagan  and  Bush  Administrations'  fail- 
ure to  plan  to  ease  the  impact  of  de- 
fense-spending cuts  on  employment. 

Johnson  fears  that  "another  failed 
presidency"  would  further  inflame  and 
divide  the  nation.  To  succeed,  Clinton 
must  build  political  unity.  But,  Johnson 
notes,  when  opinions  and  interests  clash 
as  they  do  today,  consensus  comes  only 
after  hard  negotiation  and  compromise. 
And  U.  S.  society,  dividing  increasingly 
into  hostile  camps  based  on  gender,  race, 
and  ethnicity,  shows  little  interest  in 
these  vital  but  unexciting  arts.  A  first 


step,  in  Johnson's  view,  should  be  for 
Americans  to  go  back  to  Civics  101— to 
recall  the  founding  fathers'  intentions. 
Our  political  system  demands  consen- 
sus. When  too  many  people  oppose  what 
many  others  favor,  it  is  designed  to 
block  action— to  impose  gridlock— until 
an  agreement  is  patched  together. 

Patching  together  is  preeminently  the 
task  of  the  President— especially  one 
who  proposes  sweeping  changes  that  up- 
set cozy  arrangements— and  to  his  cred- 
it, Clinton  insists  he  is  ready  for  compro- 
mise. But  he  faces  two  tough  problems. 
One,  in  Johnson's  words,  is  "the  inability 
of  political  Washington  to  break  the  fi- 
nancial hold  of  lobbyists  and  political  ac- 
tion groups."  Campaign  reform  is  essen- 
tial. But  only  Congress  can  enact  such 
reform,  and  since  96%  of  its  members 
are  regularly  reelected  under  the  status 
quo,  why  should  they  want  to? 

Then,  alas,  comes  the  press.  Johnson, 
a  Washington  Week  i>i  Review  panelist, 
gives  his  fellow  TV  pun- 
dits plenty  of  lumps.  The 
electronic  media  revolu- 
tion, in  his  view,  "height- 
ens and  quickens  all  con- 
flicts and  offers  symbols 
over  substance."  It's  not 
just  commentators  who 
were  writing  off  Clinton's 
Presidency  days  after  his 
inauguration.  The  problem 
runs  deeper  than  one  Ad- 
ministration's fate.  Impor- 
tant segments  of  the 
press— especially  but  not 
solely  TV— feed  popular 
demands  for  quick  fixes. 
Incessant,  off-the-cuff  pun- 
ditry  drowns  out  serious 
reporting  and  trivializes 
politics  as  a  clash  of  per- 
sonalities with  a  constantly  changing 
scoreboard  of  winners  and  losers.  Why 
should  a  politician  strive  for  consensus 
when  the  reward  is  to  turn  up  on  the 
nightly  news  as  a  wimp? 

After  so  much  viewing  with  alarm, 
the  author  strives  to  be  upbeat:  People 
are  changing,  Johnson  finds.  They're 
thinking  beyond  tomorrow  and  are  more 
ready  to  face  strong  challenges.  How- 
ever, this  tone  fades  quickly.  Pondering 
the  warning  of  President  John  Adams 
that  democracies  tend  to  self-destruct, 
Johnson  concludes  somberly:  "American 
democracy  was  always  only  an  experi- 
ment. No  one  ever  guaranteed  its  ulti- 
mate success." 

And  that's  the  news  from  Washing- 
ton. Now,  here's  Geraldo. 

BY  JACK  PATTERSON 
Patterson  retired  as  BUSINESS  week's 
editorial-page  editor. 
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Economic  Viewpoint 


LABOR  AND  MANAGEMENT 
WILL  THEY  EVER  WISE  UP? 


BY  ROBERT  KUTTNER 


A  Presidential 
commission  intends 
to  recommend 
new  forms  of 
collaboration 
between  unions  and 
business — but  they 
may  not  listen 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-FAIRE 
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ill  Clinton's  10-member  Commission  for 
the  Future  of  Labor  Management  Rela- 
tions, chaired  by  former  Labor  Secre- 
tary John  T.  Dunlop,  will  soon  tender  its  find- 
ings. The  report  comes  at  a  time  when 
unionization  in  the  private  sector  is  at  a  60- 
year  low  but  many  unions  are  showing  new 
signs  of  life. 

When  the  commission  was  appointed  a  year 
ago,  Dunlop,  the  dean  of  America's  mediators 
and  industrial-relations  scholars,  hoped  to  bro- 
ker one  last  grand  bargain  to  cap  a  remark- 
able career.  Management  would  finally  honor 
the  1935  National  Labor  Relations  Act  (the 
Wagner  Act),  which  guarantees  the  right  to 
bargain  collectively.  Labor,  in  turn,  would  be- 
come less  adversarial  and  more  collaborative. 
A  dramatically  revised  Wagner  Act  would  also 
give  official  blessing  to  new  forms  of  repre- 
sentation, such  as  works  councils  and  employ- 
ee involvement  plans  that  currently  risk 
breaching  the  act's  ban  on  company  unions. 
NO  BITE.  This  bargain,  however,  was  pro- 
nounced DOA  by  most  business  groups  even 
before  the  commission  met.  The  Dunlop  Com- 
mission was  widely  dismissed  among  America's 
biggest  corporations  as  Clinton's  bone  to  AFL- 
CIO  President  Lane  Kirkland.  Most  CEOs  do  not 
seek  a  more  collaborative  form  of  unionism. 
They  seek  a  union-free  environment  and  play 
hardball  to  get  it. 

The  commission's  May  report  will  confirm 
what  is  already  well  documented  in  the  Na- 
tional Labor  Relations  Board's  own  files.  Man- 
agers can  resist  unions  by  firing  pro-union 
workers  or  conducting  illegal  anti-union  cam- 
paigns with  near  impunity.  In  1978,  labor's 
first  push  to  toughen  the  Wagner  Act  lost  by 
two  votes  in  the  Senate.  Twelve  years  of  pro- 
business  appointees  to  the  nlrb  during  the 
Reagan-Bush  era  only  intensified  the  pattern. 

Faced  with  a  busy  congressional  calendar 
and  uncertain  support  by  the  White  House, 
Dunlop  made  a  tactical  decision  to  issue  find- 
ings now  and  recommendations  after  Novem- 
ber. The  commission  hopes  to  use  the  inter- 
vening months  to  invite  business  leaders  to 
propose  remedies  and  to  build  political  support 
for  its  grand  bargain. 

In  the  meantime,  the  nearly  moribund  labor 
movement  has  begun  stepping  up  organizing. 
Labor  is  also  showing  new  flexibility  in  the 
bargains  it  will  make  with  employers  as  di- 
verse as  Saturn,  Xerox,  and  Harvard  Univer- 
sity. In  1990,  the  AFL-CIO  began  assessing 
member  unions  to  underwrite  a  new  Organiz- 
ing Institute.  The  institute,  with  a  $2  million 
annual  budget,  has  already  graduated  some 
270  trainees,  each  assigned  a  more  senior  men- 


tor. Union  locals  are  hiring  organizers  in 
creasing  numbers,  and  there  is  a  waiting  1 
to  hire  the  institute's  graduates. 

In  a  deregulated  economy,  many  companil 
can  outsource  or  relocate  as  strategies  I 
union-avoidance.  But  others,  by  their  natuil 
must  be  close  to  the  customer.  Thus,  nursil 
homes,  hospitals,  hotels,  restaurants,  call 
companies,  janitorial  services,  universities 
none  of  which  can  move  to  Mexico— are  prim 
organizing  targets. 

The  Communications  Workers  of  Ameril 
(CWA),  long  sheltered  by  the  old,  regulated  B| 
System,  is  targeting  workers  at  nonunil 
Sprint  Corp.  and  at  several  cable  companis 
Deregulation  sends  the  CWA  a  clear  messaj 
Organize  or  die.  When  $15-an-hour  unionizl 
telephone  company  linemen  park  their  truc| 
next  to  those  of  $8-an-hour  workers  doing  si: 
ilar  work  for  nonunion  cable  companies,  a  co 
mon  thought  occurs.  Either  the  wages  of  bo] 
must  drop  to  those  paid  by  the  cable  opera 
or  they  must  rise  to  phone-company  levels. 

The  Amalgamated  Clothing  &  Textile  Wo 
ers  last  September  won  an  election  by  2  td 
at  a  new  Kmart  distribution  center  in  Greeil 
boro,  N.  C.  ACTWU  organizers  were  surprised 
find  that  a  large  percentage  of  the  450  woi 
ers,  earning  $6.75  to  $8.50  an  hour,  had  colle 
degrees.  The  old  theory  was  that  college  gra 
disdained  unions.  In  the  new  economy,  where 
degree  is  no  longer  a  guarantee  of  either  go 
pay  or  job  security,  unions  have  more  appe 
old  PANGS.  The  public  sector  is  40%  unionizt 
Private-sector  unionization  rates  would  likt 
rise  if  management  were  denied  bare-knucl 
tactics.  The  Dunlop  Commission  is  apt  to  r< 
ommend  some  1978-style  reforms,  promising 
more  level  playing  field,  coupled  with  chan; 
in  the  law  to  facilitate  kinder,  gentler  forms 
labor-management  collaboration,  some  of  wh 
might  not  involve  unions  at  all. 

The  promise  of  a  new  brand  of  worker  n] 
resentation  will  test  the  maturity  of  busine 
and  labor  alike.  Many  CEOs  are  wary  of  i 
forms  that  let  unions  in,  even  ones  that  offei 
more  productive  relationship  with  labor.  Soi 
unions  don't  want  to  give  up  the  old  adv<| 
sarial  model  or  their  monopoly  on  employ 
"voice."  And  it  remains  to  be  seen  wheth 
Clinton  will  make  labor  law  reform  a  top  p| 
ority.  But  as  Martin  Manley,  Assistant  La 
Secretary  for  workplace  innovation,  observ 
the  two  reforms  go  together.  "If  it  takes 
act  of  industrial  combat  to  organize  a  uni 
business  is  going  to  get  combative  union 
he  asserts.  "If  the  law  can  encourage  mc 
flexible  forms  of  representation,  that  promis 
a  much  richer  collaboration." 
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/If  T//6"  Travelers  we  realize  the 
contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss  costs 
by  focusing  on  the  human  side. 

Through  our  innovative 
program  of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
For  one  customer  this  helped  cut 
accidents  by  50%  -and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  on 
getting  your  people  back  to  work 
quickly-accelerating  claim  response 
time  while  managing  the  quality 
and  cost  of  medical  care. 

Our  commitment  to  reducing 
loss  cost  is  just  one  of  the  reasons 
we  maintain  a  consistent  95% 
retention  rate  among  our  large 
commercial  accounts. 


D 1994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


All  backed  by  130  years  of 
experience  and  the  understanding 
that  for  each  employee  under 
America's  umbrella,  any  accident 
is  one  too  many. 

ThelravelersT" 

Insurance  Companies 


conomic  Trends 


BY  GENE  KORETZ 


THOSE  EMERGING 
MARKETS  WILL 
KEEP  ON  EMERGING,. 


Everyone  knows  that  stock  markets 
in  developing  nations  were  white-hot 
last  year,  but  the  question  now  plaguing 
investors— in  light  of  recent  sharp  de- 
clines—is whether  their  appeal  will 
wane.  The  answer  suggested  by  a  new 
study  of  global  equity  flows  by  econo- 
mists Michael  J.  Howell  and  Angela  Coz- 
zini  of  Baring  Securities  Ltd.  is  no.  "We 
can  expect  cyclical  corrections  in  emerg- 
ing-market stocks,"  says  Cozzini,  "but 
the  long-term  direction  is  up." 

The  Baring  study  underscores  the 
huge  appetite  of  investors  for  global  in- 
vesting. Roughly  one  out  of  four  equity 
trades  conducted  worldwide  today  in- 


OH,  WHAT  A  RIDE 
IT  HAS  BEEN 


.    NET  FOREIGN  INVESTMENT 
IN  EMERGING  STOCK  MARKETS' 


*90  '91 
▲  BILLIONS  OF  DOLLARS 

•ASIAN,  LATIN  AMERICAN.  AfRICAN,  MIDDLE  EAS  TERN,  AND  EASTERN 
AND  SOUTHERN  EUROPEAN  MARKET  S        DATA:  BARING  SECURITIES  LTD 


volves  either  a  foreign  share  or  a  foreign 
buyer  or  seller.  And  the  flow  of  fresh 
equity  money  across  borders  (not  count- 
ing direct  investment)  soared  from  $42 
billion  in  1986  to  new  peaks  of  $101  bil- 
lion in  1991  and  $159  billion  in  1993. 

To  be  sure,  investment  in  developed 
nations  dominates  the  picture.  But  the 
most  impressive  growth  was  registered 
in  Latin  America  and  the  Pacific  Rim. 
Net  new  equity  money  flowing  in  from 
abroad  has  exploded— from  $3.5  billion  in 
1988  to  $52  billion  in  1993-as  much  as 
last  year's  long-term  borrowing  and  for- 
eign direct  investment  combined. 

While  the  U.  S.  was  the  largest  net  in- 
vestor in  emerging  markets  last  year- 
providing  some  $20  billion — Britain  and 
Japan  were  also  big  players,  ponying 
up  about  $9.5  billion  and  $6.8  billion,  re- 
spectively, reports  Baring.  Continental 
Europe  chipped  in  only  $3  billion  or  so. 


But  the  biggest  surprise  is  the  grow- 
ing investment  power  of  emerging  na- 
tions themselves.  In  1992,  they  put  a 
mere  $2.6  billion  in  other  nations'  stock 
markets.  Last  year,'  their  outflow  surged 
to  $21.5  billion,  more  than  the  total  for- 
eign-equity investments  of  either  Conti- 
nental Europe  or  Japan.  And  some  40% 
of  that  outflow  reflected  cross-border 
transactions  among  emerging  stock  mar- 
kets themselves. 

All  this  suggests  the  appeal  of  emerg- 
ing markets  will  persist  in  spite  of  short- 
run  volatility.  Over  the  next  decade, 
notes  Cozzini,  economies  of  newly  in- 
dustrialized and  developing  nations  are 
likely  to  grow  twice  as  fast  as  those  of 
the  developed  world. 

"The  risks  may  be  higher,"  she  says, 
"but  so  are  the  potential  returns.  Inves- 
tors are  not  going  to  lose  interest." 


...AND  VIETNAM  IS 
MAKING  PLANS 
TO  JOIN  THE  PARTY 


Vietnam  doesn't  have  a  stock  mar- 
ket, though  it  has  plans  for  one. 
Still,  the  nation  is  showing  the  rapid 
economic  progress  that  drew  global  at- 
tention to  its  Pacific  Rim  neighbors. 

In  the  late  1980s,  notes  economist  El- 
len T.  Rogers  of  Morgan  Guaranty  Trust 
Co.,  Vietnam  was  plagued  by  high  infla- 
tion, a  plummeting  currency,  and  cen- 
tralized economic  controls.  But  wide- 
spread economic  reforms  and  incentives 
to  attract  foreign  investment  have 
turned  the  situation  around. 

Strict  adherence  to  monetary  re- 
straint, for  example,  has  helped  arrest 
the  decline  in  Vietnam's  currency,  the 
dong,  and  slashed  inflation— from  nearly 
400%  in  1988  to  just  5.2%  last  year.  Pri- 
vatizing agriculture  and  lifting  the  price 
controls  have  enabled  the  nation  to  be- 
come self-sufficient  in  food— and  the 
world's  third-largest  rice  exporter.  Mean- 
while, surging  foreign  investment  has 
helped  it  to  begin  exporting  oil  and  to 
build  a  thriving  light-manufacturing  sec- 
tor in  the  south. 

The  upshot  is  that  Vietnam's  growth 
hit  8%  in  both  1992  and  1993,  while  its 
trade  deficit  fell  from  $1.7  billion  in  1988 
to  just  $400  million  last  year.  With  abun- 
danl  natural  resources,  such  as  oil,  baux- 
ite, and  coal,  and  with  a  huge  pool  of 
cheap  labor  (unemployment  is  20%)  in  a 
region  where  other  nations'  wages  are 
rising  fast,  "Vietnam  is  set  for  rapid 
economic  progress  and  rising  foreign  in- 
vestment," says  Rogers.  And  friendlier 
relations  with  the  U.  S.  can  only  acceler- 
ate the  process. 


AMERICA'S  JOB  COUNTS 
COULD  GET  SOME 
SERIOUS  REJIGGERING 


Employment  growth  is  looking  stron 
er  and  stronger.  David  Hensley 
Salomon  Brothers  Inc.  says  the  Labi 
Dept.  will  raise  by  250,000  the  tot 
number  of  jobs  created  between  Marcl 
1992,  and  March,  1993,  when  it  releas 
new  benchmark  revisions  in  June.  " 
the  agency  concludes  that  job  grow 
in  the  following  12  months  was  similar 
undercounted,"  says  Hensley,  "the  c 
mulative  upward  revision  through  Man 
of  this  year  will  be  at  least  500,000." 

Labor  also  released  higher  estimat 
for  states  and  cities  last  year.  Gains 
the  Rocky  Mountain  and  South  Atlant 
states  were  raised  to  a  heady  4.5%  ai 
3.3%,  respectively.  And  the  Northeast 
increase  was  lifted  from  0.1%  to  LI 
with  New  England  up  1.6%.  Indeed,  A 
bany  and  Boston  are  now  outstrippii 
Chicago,  Houston,  and  Seattle. 

Such  revisions  suggest  income  grow 
last  year  may  be  revised  upwards  (ai 
the  savings  rate  downwards),  since  tl 
government  uses  employment  data 
calculate  personal  income. 


HALLELUJAH!  UNCLE  SAM 
MAY  PAY  OFF  A  DROP 
OF  THE  NATIONAL  DEBT 


Get  set  for  a  sharp  downshift  in  tl 
government's  borrowing  behavi 
between  now  and  the  end  of  Septe 
ber.  Economist  William  V.  Sullivan  Jr, 
Dean  Witter  Reynolds  notes  that  tl 
Treasury's  cash  balance  at  the  end 
March  came  in  nearly  $25  billion  mo 
than  the  agency  had  projected. 

With  so  much  cash  in  hand  and  wi 
higher  revenues  anticipated  from  la 
year's  hike  in  income-tax  rates,  Sulliv 
figures  the  government  will  be  able 
make  "an  unprecedented  paydown 
debt"  in  the  current  quarter  and  w 
need  to  borrow  only  $40  billion  in  tl 
credit  markets  next  quarter.  By  co 
trast,  over  the  same  two  quarters 
the  past  four  years,  the  Treasury  nev 
borrowed  less  than  $97  billion. 

Sullivan  attributes  this  developme 
to  surging  revenues  (due  to  a  buoya 
economy  and  higher  tax  rates)  combin 
with  a  sharp  spending  slowdown.  T 
dramatic  drop  in  borrowing  needs, 
adds,  should  help  moderate  any  upwa 
pressure  on  short-term  interest  rat 
emanating  from  the  private  sector. 


ire 
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"I'M  A  REAL 
STICKLER  ABOUT 
BREAKFAST. 
SO  IF  YOURS 
ISN'T  JUST  RIGHT, 

I'LL  PAY 
FOR  IT  MYSELF." 


We  want  your  breakfast  to  be  perfect  in  every  way  —  preparation, 
presentation,  service  and  timing.  If  everything  isn't  just  so,  it's  on  us. 
For  reservations,  call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS-  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU. 


\ol  axailalili-  al  Courtyard  liy  Marriott.  H<>-iililln-  Inn  l)y  Marriott  or  I'airtn-M  Inn   "  Marriott  ItUrrnational.  Im- 


"Human  resources  managers  shouldn't  spend  too  much 
time  behind  their  desks.  Here,  they  call  me  the  hands-on 
manager  because  I'm  constantly  out  meeting  our  people. 
I  know  the  employees  in  the  Resins  business  unit  personally. 


That's  important  because  it's  my  job  to  make  sur 
Akzo  Nobel's  human  resources  programs  meetthe  p 
and  professional  needs  of  each  and  every  employe 
these  needs  vary  at  each  of  our  five  plants,  with  eac 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and 
More  than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  v 
call:  Corporate  Communications  Department/R  1  2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1 2)  906-7500. 


ire,  and  with  each  employee's  individual  situation. 
d  Nobel  respects  these  differences.  I'm  not  just  devel- 
g  programs;  I'm  creating  the  right  chemistry  between 
md  my  'customers',  the  employees  and  their  families." 


CREATING  THE  RIGHT  CHEMISTRY 


AKZO  NOBEL 


or 


for  EIS  and  Beyond 


The  SAS"  System  is  a  new  concept 
in  client/server  software.  It 
delivers  mission-critical  data  to  the 
desktops  of  every  decision  maker... 
and  then  lets  you  turn  data  into  mean- 
ingful information.  Your  servers  not 
only  dole  out  your  data  but  serve  up 
compute  resources  as  well.  Millions  of 
records  can  be  summarized,  and  just 
the  results  delivered  to  the  desktop. 


Supplier  Capability  Analysis  for  Last  Year 


The  world's  leading  infor- 
mation delivery  system 
provides  easily  customized 
menus.  Decision  makers  at 
every  level  can  drill  down 
through  your  vast  informa- 
tion reservoir,  determine  g 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications  % 
for  analyzing  data  and  for  • 
generating  reports  are 
right  at  your  fingertips. 

% 
• 


Parker  Equipment  &  Services 
US.  Regional  Territories 


Sotoct  Ragkyi  to  Vtow  Detail 


3001 


The 


iEviterprise  Wide  I 


The  SAS  System's  exclusive 
MultiVendor  Architecture  "  means 
you  can  share  data  and  applications 
(or  parts  of  applications)  across 
all  your  hardware.  Applications  run 
where  it  makes  most  sense  to  run 
them . . .  allowing  you  to  maximize 
use  of  all  your  computing  resources 
while  protecting  your  existing 
applications  investment. 

Call  us  today  at  919-677-8200  for 
a  free  video,  plus  details  about  a  free 
software  evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
l  ax  919-677-8123 


pet 


em 


i 


sas  is  a  rcjiisii  rtd  trademark  and  MultiVendor  Architecture  a  trademark,  of  sas  Institute  Inc.  Copyright  ©  WlM  by  sas  Institute  tnc 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


YAGE  HIKES  WON'T  WAKE 

HE  INFLATION  BEAST  JUST  YET 


HE  DOWNTREND  IN 
MPLOYMENT  COSTS 


'91  '92  '93  '94 
PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA:  LABOR  DEPT.,  BUSINESS  WEEK 


If  you're  looking  for  proof  positive  that  America's  infla- 
tion dragon  is  either  dead  or  about  to  breathe  fire, 
you're  not  going  to  find  it.  However,  if  you  want 
me  comforting  data  to  soothe  your  worries,  take  a  good 
)k  at  labor  costs.  What  do  they  reveal?  The  beast  is  still 
eathing— but  its  eyes  are  closed,  and  there's  not  a  trace 
smoke  about  the  nostrils. 

Now  as  never  before,  labor 
costs  are  the  key  to  inflation  in 
this  economic  expansion.  To  be 
sure,  such  factors  as  money  and 
credit,  industrial  operating  rates, 
unemployment,  and  the  overall 
gap  between  what  the  economy 
is  producing  and  its  maximum 
capability  are  determinants  as 
well.  But  what  makes  this  ex- 
pansion different  is  the  relent- 
less downward  pressure  on  la- 
r  costs  coming  from  corporate  restructuring,  overseas 
mpetition,  and  efforts  to  boost  productivity. 
Driving  that  point  home  yet  again,  the  Labor  Dept.  re- 
rted  that  its  employment  cost  index,  which  measures 
tat  businesses  shell  out  for  wages,  salaries,  and  benefits 
•  all  civilian  workers,  rose  only  0.7%  during  the  first 
arter,  down  from  0.8%  in  the  two  previous  quarters  and 
>m  0.9%  in  the  two  quarters  before  that. 
The  deceleration  has  been  going  on  for  four  years  now. 
ice  reaching  a  peak  growth  rate  of  5.4%  in  the  second 
arter  of  1990,  the  annual  pace  of  overall  compensation 
its  has  slowed  to  3.2%  in  the  year  ended  last  quarter 
art).  That  was  the  slowest  annual  growth  in  seven 

ITS. 

IENEFIT  The  slowdown  in  labor  costs  seems  to  be 
10STS  HAVE  telling  us  that  there  is  considerably  more 
SLOWED  slack  in  the  labor  markets  right  now  than 
iHARPLY  recent  decline  in  the  unemployment 

e,  to  6.5%  in  March,  implies.  If  so,  the  economy  may  be 
ong  way  from  the  point  where  upward  pressure  on 
ges  begins  to  drive  price  hikes. 

•lost  of  the  downward  push  on  labor  costs  has  been  on 
?es  and  salaries,  which  account  for  about  three-fourths 
;otal  compensation.  That  was  true  last  quarter  as  well, 
pay  rose  0.7%  for  the  quarter  and  2.9%  for  the  year, 
spite  the  economy's  better  tone,  that  pace  was  slower 
n  in  each  of  the  two  previous  quarters, 
n  particular,  the  stronger  economy  has  hardly  en- 


REA1  WAGES  ARE 
GROWING  AGAIN 


EMPLOYMENT 
COST  INDEX 

CIVILIAN  WAGES* 
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"DEFLATED  BY  CONSUMER  PRICE  INDEX 
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hanced  unions'  bargaining  power.  Major  collective-bar- 
gaining agreements  settled  in  private  industry  in  the 
first  quarter  lifted  wages  by  an  average  of  2.5%  per  year 
over  the  life  of  the  contract,  says  the  Labor  Dept.  The  last 
time  the  same  parties  sat  down  to  negotiate,  they  agreed 
to  yearly  pay  increases  averaging  3.6%. 

But  it's  not  just  slower  wage 
growth.  Benefits,  although  they 
still  are  growing  faster  than  wag- 
es, have  slowed  even  more 
sharply.  During  the  past  year, 
the  average  cost  of  benefit  pack- 
ages rose  4.1%;  but  four  years 
ago,  they  were  increasing  at  a 
7.1%  annual  pace.  Credit  the 
slowdown  in  medical-care  infla- 
tion, which  has  tracked  the  mod- 
eration in  benefits  growth  step- 
for-step  since  they  both  peaked  in  1990. 

The  continuing  slowdown  in  the  growth  of  health-  and 
workers'  compensation-insurance  costs  accounted  for  much 
of  the  first-quarter  slowing  in  benefits,  in  addition  to 
smaller  increases  in  the  cost  of  paid  leave  and  unemploy- 
ment benefits.  Slower  growth  in  these  expenses  more 
than  offset  the  speedup  in  bonus  payments  and  contribu- 
tions into  pension  funds. 

I BUSINESSES  The  slowdown  in  employment  costs,  how- 
CAN  MEET  ever,  has  a  seemingly  paradoxical  side- 
COMPETING  light.  Yes,  wages  are  slowing  down,  but 
GOALS  reai  wages— adjusted  for  inflation— actu- 

ally are  picking  up. 

Measured  by  the  employment  cost  index  for  wages 
and  salaries  and  adjusted  with  the  consumer  price  in- 
dex, real  earnings  are  up  0.4%  during  the  past  year 
(chart).  Of  course,  that's  not  much,  but  real  wages  now 
have  risen  above  their  year-ago  level  for  the  third  consec- 
utive quarter,  something  that  hasn't  happened  in  seven 
years. 

The  reason  that  this  is  not  at  all  paradoxical  is  better 
productivity  growth,  which  allows  businesses  to  accomplish 
two  competing  goals:  reward  their  employees  with  pay 
hikes  that  will  surpass  inflation  and  simultaneously  en- 
hance their  profitability. 

The  recent  pickup  in  productivity  growth,  combined 
with  the  slowdown  in  employment  costs,  means  that  unit 
labor  costs  are  growing  at  the  slowest  pace  in  years. 
These  unit  costs  are  central  to  the  inflation  outlook,  be- 
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cause  their  ups  and  downs  explain  about  75%  of  the  pat- 
tern in  inflation  during  the  postwar  period.  Other  business 
costs,  such  as  materials  and  overhead,  are  far  less  in- 
fluential. 

By  this  yardstick,  it's  difficult  to  see  any  nascent  pres- 
sures on  the  prices  of  goods.  Employment  costs  in  manu- 
facturing last  quarter  were  up  3.3%  from  a  year  ago. 
But  because  factory  productivity  is  rising  about  5%,  unit 
labor  costs  are  falling  like  a  stone. 

Although  the  amount  of  idle  production  capacity  at 
U.  S.  factories  continues  to  diminish,  that's  not  automati- 
cally a  signal  of  pressure  on  goods  prices.  Operating  rates 
in  Japan,  Germany,  France,  Canada,  and  Italy  averaged 
less  than  80%  last  quarter,  and  new  capacity  is  constant- 
ly coming  on  stream  in  Latin  America  and  East  Asia. 


KEEP  A 
WARY 
EYE  ON 
SERVICES 


WHERE  INFLATION 
MAY  PICK  UP  FIRST 


In  this  expansion,  the  place  to  look  first 
for  signs  that  inflation  is  starting  to  pick 
up  is  not  manufacturing.  It's  the  service 
sector.  Why?  Because  service  pricing  is 
less  influenced  by  the  two  factors  that  set  this  business 
upturn  apart  from  those  in  the  past:  unrelenting  foreign 
competition  and  better  productivity  growth. 

That's  why  the  recent  upturn 
in  the  growth  rate  of  wages  and 
salaries  in  services  bears  watch- 
ing. Service-sector  pay  rose  3% 
for  the  year  ended  last  quarter. 
That's  about  the  same  annual  clip 
as  in  the  two  previous  quarters, 
but  the  pace  has  picked  up  stead- 
ily since  mid- 1992,  when  wages 
were  growing  only  2.4%. 

Since  1990,  service  prices  have 
been  rising  faster  than  overall 
service  labor  costs  (chart),  suggesting  that,  compared 
with  manufacturers,  service  producers  have  less  incentive 
to  hold  the  line  on  their  costs.  Moreover,  productivity 


SERVICES 
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gains  in  services,  while  improving,  are  far  from  stelli 
placing  much  more  pressure  on  service  unit  labor  coiS 
than  on  unit  costs  in  manufacturing. 

Real  wages  in  services  are  rising  at  about  the  sari 
pace  as  they  are  in  manufacturing,  but  economic  theoy 
tells  us  that  productivity  must  grow  at  least  as  fast  as  r<| 
wages  in  order  for  companies  to  maintain  their  pro£ 
margins.  That  means  there  still  is  room  for  U.  S.  nj 
wages  to  grow  before  margins  start  to  get  squeezed.  E(, 
because  service-sector  productivity  is  a  laggard,  com- 
pared with  factory  efficiency,  service  producers  will  f^fl 
the  profit  pinch  before  manufacturers  do. 

For  now,  there's  no  doubt  that 
consumers  are  feeling  better 
about  their  prospects  for  jobs 
and  earnings.  The  Conference 
Board's  index  of  consumer  confi- 
dence jumped  5  points  in  April, 
to  91.7.  The  index  is  at  its  high- 
est point  since  July,  1990,  when 
the  last  recession  began  to  take 
hold  (chart). 

The  brighter  spirits  came  de- 
spite the  massive  sell-off  in  the 
stock  and  bond  markets.  That's  probably  because  a  risi 
percentage  of  consumers  think  the  labor  markets  have 
proved.  Job  prospects  and  pay  raises  probably  wei 
more  on  consumer  confidence  than  do  monetary  policy 
stock  prices.  That's  why  home  buying  continued  to  hold 
in  March,  as  sales  of  existing  homes  rose  5.7%,  to  an  : 
nual  rate  of  4.06  million. 

At  some  point,  of  course,  the  economic  expansion  is  li] 
ly  to  bump  up  against  the  constraints  of  available  lal 
and  capacity.  That's  when  price  pressures  will  begin 
grow  more  noticeably.  But  with  labor  costs  so  tame,  a 
with  the  Federal  Reserve  already  on  the  hunt  for  the 
flation  demon,  that  still  seems  at  least  a  year  away.  Ur 
that  time,  the  monster  should  continue  to  snooze  awaA 
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THE  WEEK  AHEAD 


NAPM  SURVEY 


Monday,  May  2,  10  cum. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
likely  rose  in  April  to  57%,  from  56.7% 
in  March,  say  economists  surveyed  by 
McGraw-Hill's  MMS  International. 

CONSTRUCTION  SPENDING  

Monday,  May  2,  10  cum. 

Building  outlays  probably  rose  2%  in 

March,  after  a  1.2%  drop  in  February. 


LEADING  INDICATORS 


Tuesday,  May  3,  8:30  cum. 

The  index  of  leading  indicators  probably 

increased  0.6%  in  March,  after  slipping 


0.1%  in  February.  The  index  had  risen 
for  six  straight  months  before  February. 

FACTORY  INVENTORIES  

Wednesday,  May  4,  10  cum. 
Manufacturing  inventories  likely  grew 
just  0.2%  in  March,  after  rising  0.3%  in 
February.  Inventories  are  at  record  lows 
relative  to  sales,  so  factories  need  to 
restock  shelves. 

PRODUCTIVITY  AND  COSTS  

Thursday,  May  5,  10  cum. 
Output  per  hour  worked  in  the  nonfarm 
sector  probably  grew  at  a  1%  annual 
rate  in  the  first  quarter.  Although 
that's  down  sharply  from  the  fourth 
quarter's  6%  pace,  the  continued  up- 


trend in  productivity  is  important.  U 
labor  costs,  which  fell  3.2%  in  the  foui 
period,  likely  rose  at  a  2%  pace  in  t 
first  quarter. 

EMPLOYMENT 


Friday,  May  6,  8:30  cum. 
The  MMS  survey  forecasts  that  nonfa 
payrolls  expanded  by  200,000  in  Ap 
after  March's  surprising  jump  of  456,0 
Still,  the  economists  expect  that  the  j 
less  rate  remained  at  6.5%  in  April. 

INSTALLMENT  CREDIT 


Friday,  May  6 
Consumers  probably  added  $4.5  billion 
their  debt  loads  in  March,  after  borrc 
ing  $3.5  billion  in  February. 
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DIGITAL'S 

LONG 

DECLINE 


1987  Digital,  the  star  of  New  Eng- 
land's Route  128  technology  corridor, 
can  barely  keep  up  with  orders.  To 
celebrate,  it  charters  the  QE  2  (left)  for 
its  annual  DEC  World  trade  show. 

1988  Earnings  peak  at  $  1 .3  billion. 
But  CEO  Ken  Olsen  hints  at  first  signs 
of  trouble,  conceding  that  DEC  is 
"struggling  to  get  big  orders."  To  stave 
off  rivals,  DEC  buys  6%  of  Mips  Com- 
puter Systems,  a  microchip  designer. 

I 

JAN.  '89 


1989  DEC  aims  at  IBM's  core  busin« 
with  the  VAX  9000  mainframe,  a  coj| 
mistake.  Projected  to  reach  $3  billioil 
year  in  sales,  the  mode!  never  crack.'  ' 
$500  million. 


1990  DEC  introduces  an  engineerin 
workstation  based  on  the  Mips  arch- 
itecture. The  choice  of  chip  proves 
unpopular  with  computer  buyers. 

I 

JAN. '90 
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igital  Equipment  Corp.  is  a 
^^^^k  company  in  need  of  triage. 

I  B  Sales  are  drying  up  in  its 
w^^B  key  A 

two-year-old  restructuring 
in  has  failed  miserably.  Forecasting 
d  production  planning  systems  have 
aken  down.  Cost-cutting  hasn't  come 
se  to  restoring  profitability.  Top  exec- 
ves— including  a  handful  of  outsiders 
suited  for  a  turnaround— are  bolting, 
id  the  long-term  strategy  to  rebuild 
e  of  America's  premier  technology 
npanies  around  a  hot  new  chip  just 
1't  paying  off. 

The  crisis  came  to  a  boil  on  Apr.  15, 
len  DEC  reported  a  stunning  $183  mil- 
n  third-quarter  loss— nearly  three 
les  what  the  most  pessimistic  Wall 
reet  analyst  had  predicted,  dec's 
>ck,  which  traded  as  high  as  481/  just 
it  May,  crashed  to  18%— less  than  a 
ith  of  its  all-time  high  of  199  in  1987 
lart).  During  a  tense  board  meeting  on 
ir.  21,  sales  chief  Edward  E.  Lucente 
is  forced  out,  according  to  his  staffers, 
aiders  say  Chief  Executive  Robert  B. 
lmer,  who  was  named  to  head  the 
IC  turnaround  following  the  ouster  of 
mder  Kenneth  H.  Olsen  in  July,  1992, 
:ered  to  resign,  too.  A  company 
jkesman  denies  that  account,  but  oth- 
executives  say  Palmer's  job  is  dead- 
ly at  risk. 

Nearly  two  years  after  Palmer  took 
arge,  DEC  is,  if  anything,  in  worse 
ipe.  The  company  is  certain  to  report 
operating  loss  for  the  year  ending 


July  2— its  fourth  annual  loss  in  a  row. 
Debt,  once  religiously  avoided,  is  rising, 
while  revenues  are  expected  to  fall  7% 
this  year  as  the  company  continues  to 
lose  market  share.  Its  $1.3  billion  cash 
cushion  could  be  wiped  out  by  restruc- 
turing charges  that  analysts  say  may 
reach  $1  billion  in  the  current  quarter. 
After  two  downgrades  in  the  past  11 
weeks,  dec's  unsecured  debt  is  rated 
one  step  above  junk-bond  status.  To  bol- 
ster working  capital,  the  company  set 
out  in  March  to  raise  $500  million  with  a 
preferred-stock  issue,  but  it  could  find 
buyers  for  only  $400  million. 

But  the  real  misfortune  may  be  dec's 
lost  opportunities.  It  has  squandered 
two  years  trying  halfway  measures  to 
respond  to  the  low-margin  personal  com- 
puters and  workstations  that  have  trans- 
formed the  computer  industry.  Its  only 
significant  answer  so  far— a  new  line  of 
computers  based  on  its  proprietary  Al- 
pha chip— came  well  after  rivals  unveiled 
their  own  products  and  was  poorly  mar- 
keted. "DEC  bet  the  company  on  Alpha, 
and  I  believe  it  lost,"  says  C.  Gordon 
Bell,  former  head  of  Digital's  engineer- 
ing. DEC  itself  declined  to  make  top  ex- 
ecutives available  for  interviews,  but  a 
spokesman  insists  Alpha  "is,  in  fact,  suc- 
ceeding." 

The  upshot:  DEC  remains  far  behind 
such  rivals  as  IBM,  which  is  promising  a 
profitable  1994.  It  also  faces  the  prospect 
of  ever-more-painful  cutbacks.  The  com- 
pany acknowledges  it  must  address  lag- 
ging productivity.  Now,  just  to  match 


IBM  in  revenues  per  employee,  dec 
would  have  to  ax  40,000  of  its  92,000 
workers. 

Can  DEC  be  fixed?  Maybe— but  not 
without  heroic  measures.  Dozens  of 
interviews  with  current  and  former  ex- 
ecutives, management  consultants,  cus- 
tomers, competitors,  and  Wall  Street 
analysts  suggest  that  by  radically  refo- 
cusing  on  fewer  businesses,  the  company 
can  once  again  prosper.  The  best  bet, 
these  experts  say,  is  for  the  company  to 
focus  intensely  on  select  markets  such  as 
manufacturing,  where  it  always  has  been 
strong  and  retains  a  solid  base  of  cus- 
tomers, and  give  up  on  markets  where 
it  remains  weak.  On  the  technical  side, 
they  say,  DEC  should  stress  its  skill 
building  complex  corporate  computer 
networks  (table,  page  28). 

STRAINED  CREDIBILITY.  To  cut  costs,  the 

experts  say,  dec  needs  to  severely  slash 
the  size  of  its  own  sales  force  and  funnel 
more  computers  through  independent 
dealers.  And  the  company  may  have  to 
rethink  what  it  can  and  can't  afford  to 
do.  Making  its  own  Alpha  microchips, 
for  instance,  may  no  longer  make  sense. 
The  work  could  be  farmed  out,  and  the 
hundreds  of  millions  of  dollars  saved 
could  be  put  to  better  use. 

It's  not  clear  that  Palmer  is  ready  to 
go  that  far.  In  the  wake  of  the  earn- 
ings fiasco,  Wall  Street  has  pressed  for 
cuts  of  at  least  20,000  employees— but  so 
far,  Palmer  has  hedged.  In  an  Apr.  25 
letter  to  shareholders  outlining  a  new 
two-year  turnaround  plan,  he  pledged  a 


91  DEC  spends  $483.5  million  to 
iy  minicomputer  operations  from 
annesmann  and  from  Philips.  First 
nual  loss:  $61  7  million. 


Digital  bets  its  future  on  the  Alpha 
chip  (above),  which  it  says  will  be  at 
the  core  of  its  computer  line, 
and  starts  work  on  a  $425 
million  chip  factory. 


DEC's  board  ousts  Olsen  (left) 
after  a  staggering  $2.8  billion  loss. 
Robert  Palmer  takes  over. 


1993  Palmer  begins  a  reorganization 
around  nine  new  business  units.  "We 
are  on  track,"  he  says.  IBM  veteran  Ed 
Lucente  (below)  is  hired  to  head  sales 
and  marketing. 


DEC's 
restructuring  is 
abandoned  as 
losses  continue. 
Lucente  and  two 
other  key  execu- 
tives resign.  Is 
Palmer  next? 
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restructuring  that  focuses  on  markets 
"where  we  know  Digital  can  prosper." 
But  he  also  warned  that  moving  too 
quickly  "could  truly  jeopardize  our  vi- 
ability." 

Moving  too  slowly,  however,  could  de- 
stroy Palmer's  already  strained  credibil- 
ity. The  goal  for  his  proposed  restructur- 
ing is  to  slash  the  combined  costs  of 
sales  and  research  and  development  to 
30%  of  revenues  from  39%.  But  with 
price  pressures  driving  dec's  gross  mar- 
gins to  around  33%,  that  means  "an  op- 
erating margin  of  3%  in  a  good  year," 
notes  Morgan  Stanley  &  Co.  analyst  Ste- 
ven M.  Milunovich.  That's  not  enough 
for  some  long-term  investors  who  now 
have  bailed  out.  Wall  Street  sources  say 
Sanford  C.  Bernstein  &  Co.  sold  all  of  its 
(i  million  shares  this  year.  Officials  at 
Bernstein  declined  to  comment.  The  Uni- 
versity of  California,  meanwhile,  con- 
firms that  it  sold  1.5  million  shares  held 
since  the  1970s. 

blueprint.  Confidence  in  Palmer  within 
the  company  may  be  vanishing,  too. 
Board  members  who  only  recently 
voiced  support  for  Palmer  are  now  mum. 
Before  the  Apr.  21  board  meeting,  Direc- 
tor Robert  R.  Everett,  ex-president  of 
MITRE  Corp.,  for  one,  said  Palmer  "still 
has  the  board's  confidence."  Now,  he  re- 
plies "no  comment"  to  that  question. 

The  first  step  toward  restoring  cred- 
ibility would  be  shoring  up  DEC's  finan- 
cial management.  "They  need  someone 
with  turnaround  experience  who  can  tell 
a  credible  story  on  what  the  numbers 
look  like,"  says  Philip  Anderson,  a  pro- 
fessor at  Dartmouth  College's  Amos 
Tuck  School  of  Business  Administration. 
Anderson  says  the  first  thing  Louis  V. 
Gerstner  Jr.  did  as  CEO  of  IBM  was  to 
hire  his  own  chief  financial  officer. 

The  next  move:  better  systems.  Insid- 
ers say  one  of  the  reasons  Palmer's  reor- 
ganization—1  milt  around  customer-orient- 
ed business  units— failed  was  inadequate 
sales-forecasting  and  manufacturing-plan- 
ning systems.  Designed  for  low-volume, 
high-margin  products,  they  could  not 
cope  with  the  rapid  shift  to  commodity 
products  such  as  PCs  and  disk  drives. 
One  DEC  sales  manager  says  t  lie  sales- 
forecasting  systems  have  no  link  to 
dec's  manufacturing-planning  systems— 
so  the  two  are  manually  reconciled.  In- 
deed, Lucente  predicted  as  recently  as 
February  that  Alpha  sales  were  going  to 
double  in  the  March  quarter.  Instead, 
Alpha  sales  rose  66%.  Admits  a  spol  es- 
man:  "There's  some  internal  work  that 
needs  to  be  done  for  us  to  become  more 
predictable." 

( )nce  he  has  a  handle  on  finances, 
Palmer  has  a  blueprint  handy  for  the 
company's  restructuring.  Employees  say 


a  strategy  group  has  been  working  on 
various  scenarios  including  those  that 
would  shrink  the  company  to  a  profit- 
able $10  billion  level— more  than  25% 
below  its  $14.3  billion  in  1993  sales.  In- 
deed, whole  businesses  and  product  lines 
could  be  readily  sold.  Last  year,  DEC 
considered— but  rejected— offers  for  its 
disk-drive  business,  according  to  David 
C.  Moschella,  an  analyst  at  Internation- 
al Data  Corp.  Its  database  software  also 
is  attracting  suitors. 

Eliminating  lagging  businesses  would 
send  a  message  that  DEC  can  identify 


es  and  ditching  others,  though,  DEC  hi 
expanded  into  new  markets  while  nil 
bling  at  budgets.  Not  only  did  th| 
undermine  the  turnaround  but  it  all 
may  have  been  a  pointless  effort:  Cr| 
tomers  no  longer  expect  computer  mal 
ers  to  supply  everything  from  PCs  ait 
disk  drives  to  sophisticated  networks  $ 
mainframes.  Rather,  they  find  DEcI 
soup-to-nuts  approach  confusing.  "It 
not  sure  if  they're  trying  to  be  a  worl 
station  company  or  an  also-ran  maifc 
frame  company— or  both,"  observes  Gem 
Crombez,  a  computer  buyer  for  ChryslI' 


HOW  TO  FIX  DEC 


Digital  Equipment  is  among  the  most  troubled  of  the  old-line  computer 
companies.  What  should  be  done?  Here  is  a  distillation  of  the  most  promising 
ideas  from  current  and  former  DEC  executives,  computer  experts,  and  others: 


I'NI 


FOCUS  ON  STRENGTHS  in  computers,  networking,  and 
software-development  tools — areas  where  DEC  products 
remain  superior.  Invest  in  high-growth  and  profitable 
operations  such  as  networking  gear  and  workstations. 


SELL  BUSINESSES  such  as  database  software,  applications 
software,  and  printers  where  there  is  no  leadership 
position.  Consider  closing  or  selling  unprofitable 
systems  integration  business. 


DEVELOP  A  CLEAR  BUSINESS  STRATEGY— not  a 

technology  plan — that  customers  and  employees  can 
understand.  Then,  communicate  the  strategy  clearly. 


SLASH  40,000  POSITIONS  to  get  costs  in  line  with 
industry  profit  levels,  including  one-third  of  the  6,000-per- 
son  sales  force.  Assign  remaining  sales  reps  to  top  50  cus 
tomers  in  key  markets.  Use  dealers  for  the  rest. 


SELL  THE  ALPHA  CHIP  PLANTS  to  a  chipmaking  company 
such  as  Advanced  Micro  Devices. 


wt 


and  focus  on  its  strengths  in  such  areas 
as  networks.  "It's  much  better  to  focus 
in  areas  where  there's  a  clear  advan- 
tage," says  Rosabeth  Moss  Kanter,  a 
Harvard  business  school  professor.  Minor 
computer  markets,  such  as  food  retailing 
and  transportation  where  DEC  has  few 
software  relationships,  should  go— no 
quibbling. 

Downsizing  is  an  idea  that  was  floated 
at  dec  as  long  ago  as  1991,  after  Olsen 
commissioned  an  internal  evaluation  of 
its  businesses.  The  losses  were  just 
starting,  and  consultants  recommended  a 
strict  focus  on  big  systems,  networking, 
and  software  used  by  programmers.  At 
the  time,  dec  had  about  118,000  staffers. 
"We  said  Digital  only  needs  75,000  peo- 
ple if  it  outsources  all  the  commodity 
products  and  focuses  on  big,  networked- 
vstems  sales,"  says  Darrell  Griffin,  who 
conducted  the  evaluation  for  Olsen  and 
is  now  president  at  software  developer 
Whole  Systems  International. 

Instead  of  focusing  on  core  business- 


Corp.'s  Technical  Computer  Cent 
Chrysler  bypassed  Alpha  last  year  wh 
it  upgraded  its  VAX  computers. 

It's  shocking  to  DEC's  engineerii 
driven  culture,  but  buyers  may  not  re 
ly  care  what  technology  the  compa 
sells.  Influential  customers  such  as  F(  :': 
Motor  Co.  say  dec's  big  systems  kne  - 
how  is  more  important  than  any  pari 
ular  product.  "We  use  Digital  because 
has  built  up  a  detailed  knowledge  of 
business,"  says  David  Essig,  a  Ford 
tor  information-systems  developmt 
manager.  "It  doesn't  have  a  lot  to 
with  a  32-  or  64-bit  chip  engine." 

The  most  radical  prescription 
Palmer:  Throw  the  low-margin  PC  bi 
ness  into  a  joint  venture  with  anotl 
company,  dec,  which  holds  a  9%  stake 
Italian  computer  maker  Olivetti,  cot 
place  its  PC  business  in  a  joint  venti 
with  Olivetti  and  together  gain  eco: 
mies  of  scale.  Part  of  the  reason  for  1 
cente's  departure  was  a  rift  over  sa 
overhead.  He  and  PC  Vice-President  1 
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:o  Pesatori— who  replaced  Lucente— 
d  heated  arguments  over  Lucente's 
sistence  that  the  PC  business  was  not 
ying  its  share  of  sales  overhead,  ac- 
rding  to  a  sales  executive.  "It  became 
vious  one  of  them  had  to  go." 
DEC  employees  are  bracing  for  drastic 
jves.  "I've  heard  outright  that  soft- 
ire  products  are  being  disposed  of," 
ys  one  marketing  staffer.  Insiders  say 
e  company  also  is  drawing  up  plans  to 
op  a  third  out  of  the  costly  and  unpro- 
ctive  6,000-member  sales  force.  The 
in?  Restrict  direct  sales  to  a  core 
oup  of  industries  such  as  banking, 
mufacturing,  and  aerospace.  Some  em- 
jyees,  however,  fear  a  discarding  of 
acial  businesses.  The  big  fear  is  "we 
11  be  another  PanAm— they  sell  the 
able  assets,  and  nobody  knows  what 
do  with  the  remaining  pieces,"  says  a 
igtime  marketing  manager. 
AINFUL  TRANSITIONS."  The  road  back 
li  be  treacherous.  But  other  compa- 
ss have  bounced  back  from  worse  sit- 
tions.  Take  Chrysler.  In  the  early 
70s,  it  faced  bankruptcy.  The  seeds  of 
day's  record  profits  came  from  Lee 
Iacocca's  gamble  on  minivans.  Al- 
ough  never  in  such  dire  straits,  com- 
ter  maker  Hewlett-Packard  Co.  took  a 
nilar  tack  with  laser  printers,  which 
ve  now  become  a  $4.8  billion  busi- 
ss.  "It's  not  at  all  the  case  that  you  fix 
ur  act  by  taking  what's  wrong  and 
iking  it  right,"  says  professor  Ander- 
n.  "There  typically  is  an  unexpected 
me  run  that  tides  you  over  while  you 
dergo  these  painful  transitions." 
Is  there  a  homer  in  dec's  future?  One 
ssibility  is  the  nascent  market  for 
deo  servers,"  computers  that  store 
d  transmit  digitized  images.  While  the 
irket  is  now  very  small,  some  ana- 
ts  expect  it  to  reach  $3  billion  by  the 
d  of  the  decade.  What's  more,  the 
siness  may  be  perfectly  suited  to 
c's  skills  in  stringing  together  com- 
x,  large-scale  networks.  Digital  is  al- 
dy  selling  such  products  to  U  S  West, 
nex,  Ameritech,  and  Canadian  tele- 
me-company  consortium  Stentor,  all  of 
ich  are  using  the  machines  in  video- 
demand  trials. 

Jntil  dec  replaces  old  ways  of  think- 
,  though,  growing  and  profitable  busi- 
:ses  such  as  networking  will  remain 
ght  up  by  indecision  and  chaos.  One 
iswoman  shocked  a  March  sales  meet- 
when  she  challenged  Lucente  on 
Y  the  sales  force  should  bother  calling 
their  accounts.  Customer  assignments 
the  next  fiscal  year,  she  pointed  out, 
I  weren't  resolved— a  victim  of  dec's 
tinuing  shakeup.  Why  sell  when  you 
't  know  who  your  customer  is?  It's  a 
stion  that  continues  to  vex  Palmer 
his  shrinking  computer  giant. 

By  Gary  McWilliams  in  Boston 


EXECUTIVE  SUITE  I 


THE  MERCK  MARATHON: 
BACK  TO  THE  STARTING  LINE 


With  Wygod  out  of  the  running,  the  search  for  a  CEO  resumes 


F 


or  a  well-oiled  machine  such  as 
Merck  &  Co.,  it  was  hardly  the 
kind  of  annual  meeting  investors 
have  come  to  expect.  Almost  as  an 
afterthought  in  the  question-and-answer 
period  following  his  formal  presentation, 
Merck  Chief  Executive  P.  Roy  Vagelos 
shocked  the  assembly  with  a  terse  an- 
nouncement: Martin  J.  Wygod,  who 
looked  to  be  the  top  candidate  to  suc- 
ceed Vagelos  as  CEO  when  he  retires  on 
Nov.  1,  would  not  be  a  contender  for 
the  top  job. 

The  Apr.  26  announcement  is  a  major 
embarrassment  for  the  $10.5  billion  com- 
pany. Only  last  January,  Vagelos  seemed 
to  regard  Wygod  as  his  heir,  giving  over 
responsibility  for  two-thirds  of  the  com- 


pany's sales  to  the  founder  of  Medco, 
the  drug  marketing  powerhouse  that 
Merck  acquired  last  year.  That  move 
came  after  another  apparent  successor, 
Merck  insider  Richard  J.  Markham,  quit 
abruptly  and  with  no  explanation  last 
summer.  Markham's  departure  caused 
internal  turmoil  because  Vagelos  had  by- 
passed executives  senior  to  Markham 
to  anoint  the  young  maverick  as  his  suc- 
cessor. Markham  has  since  become  ceo 
of  drugmaker  Marion  Merrill  Dow  Jones. 
SKEPTICS.  What  happened  this  time 
around?  Wygod,  who  didn't  take  the 
dais  with  Vagelos  at  the  annual  meeting, 
says  he  had  told  Merck's  board  in  March 
that  he  would  bow  out.  But  analysts  be- 
lieve the  board  has  been  skeptical  of 
Wygod— seeing  him  as  a  seat-of-t  he-pants 


entrepreneur  who  lacks  the  breadth  of 
experience  to  run  a  huge  company  like 
Merck— and  may  have  told  him  recently 
that  he  would  never  get  Vagelos'  job. 

Vagelos,  looking  weary,  tried  to  put 
up  a  brave  front.  "I  still  have  six 
months,"  he  says,  noting  that  a  board 
search  for  his  successor  is  "well  along." 
He  and  Wygod  declined  further  com- 
ment, even  on  what,  if  any,  role  Wy- 
god will  play  at  the  company.  The  54- 
year-old  Wygod,  who  is  the  company's 
largest  single  shareholder,  with  1.8  mil- 
lion of  its  1.2  billion  shares,  refuses  to 
say  even  if  he  plans  to  quit  the  board 
seat  he  just  won. 

Outsiders  are  busy  handicapping  oth- 
er candidates  for  the  job.  The  top  pick 
among  insiders  is  Edward  M. 
Scolnick.  As  head  of  Merck  re- 
search, Scolnick,  53,  is  a  pro- 
tege of  former  research  head 
Vagelos.  "It  would  be  difficult 
to  find  anybody  better,  inside 
or  outside,"  says  Virgil  Baldi,  a 
Korn/Ferry  International  head- 
hunter  who  has  worked  for 
Merck. 

TICKTOCK.  The  biggest  problem 
with  Scolnick:  a  lack  of  market- 
ing expertise.  Another  candi- 
date, Executive  Vice-President 
Jerry  T.  Jackson,  has  deep  sales 
experience,  although  he  lost 
control  of  U.  S.  sales  when  Wy- 
god was  elevated  in  January. 
Other  inside  candidates  include 
Executive  Vice-President  Fran- 
cis H.  Spiegel  Jr.  and  Chief  Fi- 
nancial Officer  Judy  C.  Lewent, 
though  neither  has  much  nonadminis- 
trative  experience. 

Few  observers  expect  Merck  to  look 
outside.  Bringing  in  an  outsider  when 
the  company  still  must  prove  that  its 
$6.6  billion  purchase  of  Medco  makes 
sense  would  be  too  disruptive,  analysts 
say.  "Merck  is  famous  for  growing  its 
own"  management,  says  analyst  Neil 
Sweig  of  Ladenburg,  Thalmann  &  Co. 
Any  insider,  however,  would  get  the  job 
as  an  acknowledged  third  choice. 

Still,  Vagelos  suggested  a  decision 
could  come  soon.  He  knows  he  can't  let 
the  uncertainty  linger.  As  Washington 
fiddles  with  health-care  reform,  Merck 
can  ill  afford  to  remain  undecided  about 
who  will  be  its  next  leader. 
By  Joseph  Weber  in  North  Branch,  N.J. 
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DRUGS I 


ZANTAC  PRODUCTION  AT  OLAXO:  NOW,  CIBA  WANTS  TO  MAKE  A  GENERIC  VERSION 


HAVING  AN  ULCER 

IS  GETTING  A  LOT  CHEAPER 


Drugmakers  battle  over  prices,  but  for  consumers  that  spells  relief 


It's  shaping  up  to  he  the  biggest, 
costliest  scramble  for  market  share 
in  drug  industry  history.  On  May  17, 
SmithKline  Beecham  PLC's  anti-ulcer 
blockbuster,  Tagamet,  will  lose  patent 
protection  in  the  U.  S.,  unleashing  a 
flood  of  cheaper  generics  onto  the 
American  market.  And  there's  more 
competition  on  the  way.  Bring  on  the 
Maalox:  The  ulcer  wars  look  like  they'll 
be  bruising. 

Already,  SmithKline  is  offering  price 
cuts  of  up  to  80%  to  protect  Tagamet's 
$1  billion  in  sales,  two-thirds  in  the  U.  S., 
from  10  generic  rivals  expected  to  enter 
the  fray.  Market  leader  Glaxo  Holdings 
PLC,  meanwhile,  is  trying  to  fight  off 
Ciba-Geigy  Ltd.  and  others,  which  have 
attacked  Glaxo' s  patents  on  Zantac— the 
world's  biggest-selling  drug.  And  studies 
linking  ulcers  to  a  bacterium  called  H. 
pylori  are  boosting  sales  of  a  new  gen- 
eration of  anti-ulcer  treatments  led  by 
Astra's  Prilosec. 

DEEP  CUTS.  It  all  adds  up  to  a  funda- 
mental shift  in  the  $8.4  billion  global 
anti-ulcer  market.  Sales  of  Zantac  and 
Tagamet,  so-called  H,-antagonists  that 
help  heal  ulcers  by  blocking  gastric  acid 
production,  have  exploded  since  Taga- 
met's introduction  in  1976,  producing 
huge  profits  for  Glaxo  and  SmithKline— 
in  part,  because  traditional  treatment 
requires  lifelong  use  of  the  drugs. 
The  new  competition  will  cut  deeply 


into  those  earnings,  but  it  should  prove 
a  windfall  for  customers.  "We're  very 
excited  about  Tagamet  going  off  patent," 
exults  Dr.  William  T.  Elliott,  head  of  a 
drug  committee  at  Kaiser  Permanente, 
the  big  managed-care  group.  No  won- 
der. SmithKline's  price-cutting  on  Taga- 
met could  reduce  Kaiser's  drug  bill  by 
$10.4  million  a  year.  Kaiser  hopes  to 
wrench  similar  concessions  from  Glaxo. 

Kaiser  isn't  the  only  company  hoping 
to  take  advantage  of  turmoil  in  the  ulcer 
market.  In  a  survey  last  year  of  228 
big  U.  S.  drug  buyers,  Goldman,  Sachs 
&  Co.  found  that  most  plan  to  reduce 
their  use  of  Zantac  or  negotiate  larger 
discounts  once  generic  Tagamet  be 
comes  available  at  less  than  one- 
tenth  the  price.  Indeed,  Paul 
Krikler,  a  Goldman  analyst,  says 
Zantac's  $2  billion  in  U.  S.  sales 
could  drop  by  10%  a  year  start- 
ing in  1996,  when  generic  com- 
petition begins  in  earnest. 

Zantac  may  be  hit 
harder,     though,  by 
Ciba-Geigy's  attack.  In 
March,     Glaxo  an- 
nounced that  Ciba  had 
filed    an  application 
with  the  Food  &  Drug 
Administration  to  pro- 
duce a  generic  version 
of  Zantac.  Glaxo  has 
maintained  that  Zantac 
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is  protected  until  2002  by  a  1985  patyt 
specifying  a  new  manufacturing  procts. 
Ciba  would  make  its  clone  using  an  et- 
her process  whose  patent  expires  mit 
year.  Analysts  believe  Glaxo  will  sue! 

Glaxo,  the  industry's  No.  2  player  f- 
ter  Merck  &  Co.,  isn't  unprepared.  'Trp, 
Zantac  accounted  for  44%  of  its  1{1 
sales  and  perhaps  more  than  60%ff 
profits.  But  Chief  Executive  Sir  Rich;fl 
B.  Sykes  says  the  company  is  in  discl- 
sions  to  tighten  links  with  U.  S.  m)- 
aged-care  companies,  offering  "capi 
ed"  packages  that  will  cover  custom 
drug  bills  for  a  set  price.  Insiders  sa; 
deal  could  be  cut  by  yearend.  That 
allow  Glaxo  to  bundle  its  products,  si 
ening  the  impact  of  generic  competitl 
against  a  single  drug. 
rebates,  TOO.  Glaxo  also  is  working  w|i 
Warner-Lambert  Co.  to  develop  an  o 
the-counter  version  of  Zantac,  aimed 
the  heartburn  market,  to  boost  volu 
Similarly,  SmithKline  plans  to  push  i 
the  nonprescription  arena  with  Tagai 
100,  a  lower-dose  version  that  has  jil 
been  launched  in  Britain.  And  last  fallii 
a  sharp  break  with  industry  traditi<i, 
SmithKline  began  giving  $10  rebates© 
consumers  who  buy  a  month's  supjy 
of  prescription  Tagamet  for  $80.  An- 
lysts  say  the  promotion  probably  hasl 
boosted  Tagamet  sales,  but  it  may  h* 
the  eventual  launch  of  Tagamet  100.  * 
Meanwhile,  buyers  say  SmithKlinel 
offering  its  own  generic  Tagamet.  C« 
tomers  say  the  generic,  now  priced  2il 
below  branded  Tagamet,  will  drop  c 
10C  a  tablet  after  Tagamet's  patent  <1 
pires,  compared  with  about  $1.85  ll 
Zantac.  Premier  Health  Alliance,  for  M 
ample,  an  Illinois-based  cooperative! 
222  hospitals  and  health  systems,  e* 
mates  it  will  save  at  least  $250,000$ 
year  by  buying  the  generic  drug. 

In  fact,  SmithKline  appears  to  be  fig 
ing  this  battle  from  a  position  of  streng 
Although  Tagamet's  U.  S.  sales  are 
pected  to  dive  55%  from  1994 
1996,  to  $215  million,  the  compa 
has  more  than  compensated  wit! 
spate  of  new  drugs.  Sales  of  su 
products  as  Relafen,  an  anti 
flammatory;  Paxil,  to  treat  depn 
sion;  Kytril,  for  controlling  n 
sea  during  chemotheraf 
and  Havrix,  a  hepati 
A  vaccine,  are  expe 
ed  to  top  $100  milli 
each  this  year.  "We' 
not  a  one-product  co 
pany  any  more,"  boa; 
Jan  Leschly,  the  I 
year-old  former  teni 
champ  installed 
SmithKline's  new  C 
on  Apr.  25. 


But  the  real  winner  in  the  ulcer  wars 
i  likely  to  be  Sweden's  Astra.  Its 
"rilosec,  sold  in  the  U.  S.  through  a  joint 
enture  with  Merck,  is  expected  to  cap- 
ure  nearly  one-third  of  the  American 
larket  by  1996,  up  from  14%  last  year, 
hanks  to  overwhelming  evidence  that 
efutes  long-trusted  research  associat- 
lg  ulcers  with  stress. 

Astra  was  the  first  to  show  that  its 
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[ALL  IT 

KOCKBUMMER 

Without  a  merger,  Blockbuster's 
riacom  stake  looks  pricey  indeed 

hen  do  you  know  a  relation- 
ship is  over?  For  Viacom  Inc. 
and  Blockbuster  Entertain- 
lent  Corp.,  one  telling  moment  came 
t  an  Apr.  26  board  meeting.  The  $4.7 
illion  merger  of  the  two  companies  has 
een  in  trouble  ever  since  Viacom  pre- 
ailed  in  its  epic  battle  for  Paramount 
lommunications  Inc.  But  instead  of 
working  to  salvage  the  deal,  Viacom  di- 
ectors  and  Blockbuster  Chairman  H. 
ifayne  Huizenga  focused  on  how  best 
3  consolidate  Paramount,  say  sources 
imiliar  with  the  meeting— with  Huizen- 
a  acting  more  like  an  interested  in- 
estor  than  a  decisive  player. 
Indeed,  people  close  to  Viacom  say 
hairman  Sumner  M.  Redstone  is  al- 
sady  planning  for  life  without  Block- 
uster  and  its  rich  cash  flow.  To  pay 
own  the  heavy  debt  from  Paramount, 
e  may  end  up  selling  a  few  more  assets 
ran  he  had  first  planned. 

Huizenga,  though,  could  find  himself 
l  a  quandary  of  a  different  sort.  "He 
ut  himself  up  for  sale,"  says  John  Tin- 
er,  a  media  analyst  at  Furman  Selz 
ic  "The  onus  will  be  on  him  to  prove 
rat  his  business  is  still  worth  a  lot." 
BST  DREAM?  By  selling  out  to  Viacom, 
ly  media  experts,  Huizenga  implicitly 
cknowledged  that  his  core  home-video 
usiness  will  someday  be  supplanted  by 
lovies  on  demand.  Many  observers  had 
raised  the  merger  as  the  capstone  in 
'uizenga's  strategy  of  diversification— 
•ansforming  the  Fort  Lauderdale  (Fla.) 
ideo  giant  into  a  well-rounded  media 
tnpire.  Now,  though,  Blockbuster  may 
e  left  with  videos,  some  other  busi- 
esses,  and  a  costly  investment  in  Via- 
wn.  "We're  doing  a  lot  of  good  things 
ven  though  we're  in  limbo,"  says 
.uizenga.  "Business  is  great,  but  [on 
iacom]  there's  nothing  to  report." 
The  trouble  is,  Blockbuster  share- 
olders  can't  get  past  the  Viacom  in- 


ulcer  drug,  known  as  a  proton-pump  in- 
hibitor, can  be  used  with  an  antibiotic  to 
kill  H.  pylori.  The  combination,  recently 
approved  in  Britain,  is  "probably  the 
best  treatment"  for  ulcers,  says  Dr.  Bar- 
ry J.  Marshall,  a  professor  at  the  Uni- 
versity of  Virginia.  In  February,  the 
U.  S.  National  Institutes  of  Health 
agreed.  Even  Prilosec,  though,  faces 
competition  from  a  far  cheaper  combi- 


nation of  two  antibiotics  and  bismuth— 
the  ingredient  in  IVpto  Bismol-  i  hat  ap- 
pears to  be  equally  effective.  For  As- 
tra, as  well  as  SmithKline  and  Glaxo, 
that's  more  than  enough  to  cause  serious 
heartburn. 

By  Julia  Flynn  in  London,  with  Joan 
O'C.  Hamilton  in  San  Francisco,  Joseph 
Weber  in  Philadelphia,  and  Susa?i 
Chandler  in  Chicago 


vestment.  Huizenga 
purchased  $1.8  billion 
of  Viacom  preferred 
and  common  stock  to 
help  Redstone  vanquish 
QVC  Network  Inc.'s 
Barry  Diller  in  the  bid- 
ding war  for  Para- 
mount. But  Viacom 
doesn't  have  to  return 
the  money,  even  if 
the  Blockbuster  deal 
founders.  Worse,  Via- 
com's Class  B  stock  has 
tumbled  from  $41  to 
$23  since  Huizenga 
bought,  in.  Because 
Blockbuster  paid  $55 
per  share,  the  compa- 
ny's loss  currently 
stands  at  $728  million. 
"We  paid  a  dear  price," 
concedes  one  Block- 
buster insider,  "but  it's 
an  investment  in  a 
business  we  like." 

Wall  Street  doesn't 
share  the  enthusiasm. 
Blockbuster  shares  fell 
from  $30  to  $25  after 
it  announced  the  merg- 
er on  Jan.  7.  And  even 
the  widespread  belief 
that  the  deal  is  dead- 
fueled  by  news  that 
Blockbuster  won't  put 
it  up  for  a  vote  at  its 
May  24  annual  meet- 
ing—hasn't revived  the 
shares.  Instead,  stock- 
holders are  worried 
about  how  much  Block- 
buster may  lose  on  its 
Viacom  investment. 

According  to  the 
merger  agreement,  Vi- 
acom will  compensate 
Blockbuster  if  the  deal  is  called  off  and 
Viacom  stock  is  still  trading  below  $55  a 
year  from  now:  The  company  can  ei- 
ther pay  up  to  $275  million  in  cash  or 
securities,  or  it  can  sell  Paramount's  re- 
gional theme  parks  to  Blockbuster  for 
$750  million,  payable  in  Viacom  shares. 
The  parks  would  dovetail  nicely  with 
Blockbuster's  plans  to  build  its  own 
2,400-acre  entertainment  and  sports 
complex  in  south  Florida.  But  Redstone 


WILD  PITCH?  IF  HUIZENGA  BACKS 
OUT,  VIACOM  CAN  KEEP  THE  CASH 


may  not  want  to  part 
with  them.  Either  way, 
the  compensation  could 
fall  far  short  of  Block- 
buster's investment. 

Nor  are  shareholders 
likely  to  be  consoled 
that  Blockbuster  is  pur- 
suing joint  ventures 
with  Viacom,  such  as 
selling  Nickelodeon 
magazine  in  Block- 
buster's stores.  "If  you 
want  milk,  you  don't 
have  to  buy  the  cow," 
says  Larry  Haverty, 
vice-president  of  State 
Street  Research  & 
Management,  which 
owns  2.4  million  shares. 
EARNINGS  UP.  Still,  as 
Haverty  and  others 
point  out,  Huizenga  is 
not  without  options. 
Technical  glitches  in 
Time  Warner's  Orlan- 
do cable  network  un- 
derscore the  fact  that 
conventional  video 
rental  has  more  of  a 
future  than  previously 
feared.  Indeed,  Block- 
buster's earnings 
jumped  62%  in  the  first 
quarter  of  1994,  to 
$72.6  million  from  $44.7 
million,  on  revenues  of 
$696.5  million.  What's 
more,  other  companies, 
including  Walt  Disney 
Co.,  have  expressed  in- 
terest in  Blockbuster 
(page  80). 

But  unless  Huizenga 
pulls  off  another  deal, 
he'll  continue  to  battle 
a  perception  that  Block- 
buster is  locked  in  a  sunset  industry. 
Huizenga  has  been  diversifying  steadi- 
ly—purchasing stakes  in  a  small  Holly- 
wood studio  and  a  chain  of  music  stores. 
And  he  insists  he  has  lOvears  or  more 
to  wean  Blockbuster  off  videos.  Without 
a  Viacom  merger,  though,  the  years  may 
pass  more  quickly  than  he  thinks. 

By  (Jail  Uetjgorge  in  Miami  and 
Mark  handler  in  New  York,  ivith  bureau 
reports 
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ready  built  power  plants  competitic 
makes  economically  untenable  or  unnej 
essary?  Some  big  industrial  users  argi 
that  utility  shareholders  should  be  stuc 
with  the  bill,  but  the  California  pk 
would   require  customers  who  sh( 
around  for  power  to  pay  a  still  unquanl 
fied  transition  charge  to  compensate  til 
utility  for  uneconomic  capacity.  Til 
state's  big  utilities  are  greeting  the  pla 
with  caution.  "The  devil  is  in  the  details 
worries  Pacific  Gas  &  Electric  Co.  Slf 
nior  Vice-President  Robert  D.  Glynn  J| 
Still,  many  big  users  welcome  the  Ca 
ifornia  proposal.  "We  consider  this  a  ml 
jor  breakthrough,"  says  Pete  Mehra,  e| 
ergy-efficiency  and  supply  manager  I 
Ford  Motor  Co.  "The  utility  industrf 
has  been  keeping  its  head  in  the  sanl 
hoping  to  ignore  competition.  At  lea| 
the  commission  in  California  is  startir 
to  face  up  to  the  issues." 


UTILITIES  I 


SHOCK  TREATMENT 

FOR  CALIFORNIA  UTILITIES? 


The  state  may  deregulate  the  industry,  allowing  customers  to  shop  around 


The  tidal  wave  of  deregulation  that 
has  swept  through  the  airline, 
telecommunications,  and  natural- 
gas  industries  is  about  to  hit  yet  anoth- 
er vast  sector  of  the  U.S.  economy: 
electricity  supply.  But  this  latest  dereg- 
ulatory  wave  is  starting  in  California, 
not  Washington. 

On  Apr.  20,  the  California  Public  Util- 
ities Commission  unveiled  a  sweeping 
proposal  that  would  radically  change  the 
way  utilities  have  been  regulated  in  Cal- 
ifornia—and the  rest 
of  the  U.  S.— since 
early  this  century. 
Starting  on  Jan.  1, 
1996,  the  state's 
largest  industrial  cus- 
tomers would  be 
allowed  to  shop 
around  for  electrici- 
ty, rather  than  be  re- 
quired to  buy  from 
the  local  utility. 
Gradually,  smaller 
companies  would  lie 
included.  By  2002, 
even  residential  cus- 
tomers would  be  free 
to  buy  power  from 
competing  suppli- 
ers—which should 
drive  down  their 
bills  over  time. 

The  California  pro- 
posal has  yet  to  be  enacted  and  could 
face  considerable  opposition.  But  it  al- 
ready has  sent  shock  waves  through 
the  staid  utility  industry.  "This  is  very, 
very  significant,"  says  Charles  A.  Pal- 
cone,  a  vice-president  with  American 
Electric  Power  Co.,  a  $5.3  billion  utility 
based  in  Columbus,  Ohio.  "It's  going  to 
put  a  big  thrust  behind  the  concept  of 
retail  competition." 

efficiency.  Indeed,  there's  a  good  chance 
California's  plan  will  spur  other  regions 
into  action.  More  than  a  dozen  states 
have  been  studying  the  concept  of  retail 
competition.  But  most  proposals  have 
languished.  In  early  April,  Michigan 
broke  new  ground  when  it  agreed  to  a 
five-year  experiment  with  limited  com- 
petition in  its  power  market. 

Deregulation  has  been  creeping  up  on 
the  electric  industry  for  years.  Low  nat- 
ural-gas prices,  combined  with  the  ad- 


vent of  small,  efficient  gas-turbine  gen- 
erating plants,  have  made  it  economi- 
cal for  independent  power  companies  to 
jump  into  the  market.  They  have  been 
encouraged  to  do  so  by  federal  legisla- 
tion that  has  created  a  lively  wholesale 
power  market.  But  policymakers  have 
been  trying  to  decide  how,  or  even 
whether,  to  proceed  with  a  more  radical 
phase  of  deregulation  known  as  "retail 
wheeling."  Such  a  move  would  end  the 
geographic  monopoly  enjoyed  by  local 


I 
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POLIES 
ARE  UNDER  SIEGE 
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CUTTING  THE  REGS 


CALIFORNIA  A  pending  proposal 
would  allow  Big  Business  to 
purchase  power  from  alternative 
sources  by  1 996;  the  consumer 
market  would  open  by  2002. 


MICHIGAN  In  April,  the  state 
approved  a  five-year  experiment 
in  which  big  customers  would  be 
able  to  buy  limited  amounts  of 
power  from  other  sources. 


NEW  MEXICO  A  bill  to  allow  retail 
competition  died  in  its  legislature 
in  1993.  Proponents  believe  a  .'. 
similar  bill  could  pass  in  1995. 


DATA:  ELECTRICITY  CONSUMERS  RESOURCE  COUNCIL,  BW 


utilities,  allowing  customers  to  buy  pow- 
er directly  from  other  utilities  or  inde- 
pendents. But  it  would  also  require  res- 
olution of  a  host  of  complex  issues. 

California's  regulators  are  the  first  to 
take  a  stab  at  offering  solutions.  "In  a 
world  in  which  there  is  already  compe- 
tition in  generation  of  electricity,  the 
existing  model  of  command-and-control 
regulation  is  no  longer  feasible,"  says 
Daniel  W.  Fessler,  president  of  Califor- 
nia's utilities  commission.  "We  could  ei- 
ther react  in  a  thoughtful  manner  or  al- 
low the  changes  to  overtake  us."  He 
makes  it  clear  that  the  proposals  are 
aimed  at  provoking  discussion.  "My  mind 
is  open  to  better  ideas,"  he  says. 

Indeed,  the  plan  leaves  most  of  the 
crucial  details  to  be  worked  out.  One 
source  of  controversy  is  its  proposed  so- 
lution to  one  of  the  thorniest  dilemmas  of 
retail  competition:  Who  should  pay  for  al- 


Environmentalists,  however,  don't  lil  I 
the  plan— or  retail  wheeling  in  gene  and 
al— one  bit.  They  have  effectively  use-  bdal 
the  regulatory  system  to  goad  utiliti<  *nc 
into  adopting  energy-efficiency  progran  :  , 
and  into  buying  power  from  renewab 
sources.  But  if  retail  competition  is  £ 
lowed,  the  lowest-priced  supplier  wou 
win.  Environmentalists  say  that's  shor  ki 
sighted  and  ignores  the  public  benefit  jj 
of  lower  consumption  and  diverse  supp 
sources. 

Such  concerns  will  make  the  Californ 
plan  politically  dicey  for  the  state  legi 
lators  who  will  have  to  approve  many 
its  details.  And  the  commission's  origin  j 
timetable,  which  calls  for  a  final  dec  * 
sion  by  August,  is  likely  to  slip.  Bi 
California  seems  set  on  leading  U. 
electricity  deregulation.  And  where 
goes,  everyone  else  is  likely  to  follow. 

By  Mark  Muremont  in  Bostc 
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Commentary/by  Mike  McNamee 


mm  HEALTH  REFORM?  DON'T  FORCE  BUSINESS  TO  FOOT  THE  BILL 


■  Jft  flflh'ii  House  Energy  &  Com 

vjfuf  merce  Committee  Chairman 
WW  John  D.  Dingell  (D-Mich.) 
loslponed  his  panel's  Apr.  25  drafting 
ession  on  health-care  reform,  the 
Hiispering  began.  Dingell  didn't  have 
he  votes  he  needed  to  pass  even  a 
/hittled-down  version  of  President 
/linton's  plan.  Capitol  Hill  gossips  mut- 
ered  that  Dingell  was  thinking  about 
hrowing  in  the  towel  on  health-care 
eform  altogether. 

Not  likely.  Dingell  won't  surrender 
ntil  he  has  browbeaten  and 
rm-twisted  every  Democrat 
I  his  committee.  But  the 
umor  embodies  a  telling 
nessage:  Even  the  most 
iowerful  barons  of  Congress 
an't  sell  the  Clinton  health- 
are  plan  as  it  stands— espe- 
ially  its  mandate  that  em- 
iloyers  pay  for  their 
/orkers'  health  insurance, 
ndeed,  small-business  oppo- 
ition  to  the  idea  has  hard- 
ned  the  resistance  of  House 
loderates  who  hold  swing 
otes  on  key  committees. 

For  Democratic  leaders, 
learly,  the  fight  for  a  man- 
ate  will  be  bloody,  and  the 
olitical  price  of  victory  high, 
i  the  President  and  his  Hill 
Hies  want  a  bill  to  take  into 
lis  fall's  elections,  they  will 
ave  to  start  working  on  a 
leasure  that  breaks  the  log- 
im  by  adopting  ideas  from 
le  political  center.  That 
leans,  first  and  foremost, 
bandoning  the  employer 
landate. 

LONG  MEMORIES."  So  far, 
'emocrats  have  simply  tried 
)  buy  off  the  opposition, 
ingell's  latest  proposal  would 
lsure  that  companies  with 
•wer  than  20  employees  pay  no  more 
lan  2%  of  payroll  for  coverage.  Ways 

Means  Committee  Chairman  Dan 
ostenkowski  (D-Ill.)  is  leaning  toward 
tting  small  companies  buy  heavily  sub- 
dized  Medicare  coverage  for  their  em- 
oyees.  "The  way  things  are  going, 
nail  business  will  get  its  insurance 
•actically  for  free,"  gripes  lobbyist  Wal- 
r  B.  Maher  of  Chrysler  Corp.,  a 
aunch  backer  of  the  Clinton  plan. 

In  the  Senate,  leaders  are  taking  a 
■oader  approach.  Majority  Leader 


George  J.  Mitchell  (D-Me.),  who  says 
he  passed  on  a  Supreme  Court  nomina- 
tion to  work  for  health  reform,  pro- 
poses slimming  down  the  Clinton  plan's 
rich  benefits  and  cutting  the  employer- 
paid  share  of  premiums  from  80%  to 
50%.  Mitchell  hopes  his  plan  will  mobi- 
lize big  employers  enough  to  counter 
small-business  lobbying. 

These  bids,  however,  aren't  buying 
many  votes.  Small  companies  fear  that 
once  they  agree  to  pay  for  insurance, 
Congress  will  take  away  the  bargain 


AN  HMO  IN 
BALTIMORE 


EASING  THE  HEALTH-CARE  PAIH 

Legislative  options  for  employers'  ro/es  in  financing  health  care: 

BUY  OFF  SMALL  BUSINESS  Clinton's  plan  would  cap  its 
premiums  at  3.5%  to  7.9%  of  payroll.  Representative  John 
Dingell  promises  to  exempt  the  smallest  outfits. 

CUT  EVERYONE'S  COSTS  Senator  George  Mitchell  wants 
to  slash  the  cost  of  the  President's  package  by  5%  and 
require  business  to  pay  only  50%  of  the  premium. 

KILL  THE  MANDATE  Bills  from  conservative  House 
Democrats  will  make  insurance  accessible  and  more 
affordable  without  requiring  employers  to  pay  premiums. 


premiums.  "Our  members  have  long 
memories— they  remember  that  Medi- 
care and  Medicaid  were  expected  to 
cost  only  a  few  dollars,"  says  U.  S. 
Chamber  of  Commerce  President  Rich- 
ard L.  Lesher.  In  a  poll,  the  Chamber 
found  that  71.2%  of  members  oppose 
the  mandate. 

Nor  is  Big  Business  impressed.  "Eve- 
ry dollar  [Dingell]  gives  to  small  busi- 
ness means  a  dollar  taken  from  us," 
complains  Richard  I.  Smith  of  the  Asso- 
ciation of  Private  Pension  &  Welfare 


Plans,  a  group  that  lobbies  for  big  com- 
panies on  benefits  issues.  Deep  dis- 
counts for  small  business  would  also 
create  enormous  incentives  for  big  com- 
panies to  spin  off  operations  into  mini- 
companies,  according  to  the  Congres- 
sional Budget  Office,  jacking  up  the 
government's  costs  by  $12  billion  a  year. 

The  leadership's  tinkering  isn't  mak- 
ing employer  mandates  any  more  at- 
tractive politically,  either.  In  the  Sen- 
ate, a  health  bill  can't  succeed  without 
Republican  support— and  the  GOP  isn't 
likely  to  accept  any  man- 
date. Nor  will  Republicans 
accept  the  large  tax  increase 
Rostenkowski  says  will  be 
needed  to  fund  a  rich,  gov- 
ernment-dominated health 
plan.  Until  they  see  which 
direction  the  Senate  takes, 
House  Democrats  don't  want 
to  put  themselves  out  on  a 
pro-mandate  limb,  regard- 
less of  their  leaders'  pleas. 
middle  lane.  Fortunately, 
Hill  moderates  are  studying 
options  for  gradually  moving 
toward  universal  coverage 
without  employer  mandates. 
The  first  step  is  simple: 
Health  reformers  agree  that 
many  more  Americans  will 
have  coverage  if  Congress 
outlaws  insurance  practices 
that  drive  away  many  small 
employers.  The  necessary  re- 
forms, such  as  those  barring 
insurers  from  canceling  poli- 
cies or  excluding  coverage  of 
preexisting  conditions,  are  ac- 
cepted by  the  sponsors  of 
every  reform  package. 

Beyond  insurance  reform, 
most  lawmakers  now  agree 
that  small  business  should  be 
able  to  pool  its  health-care 
purchasing  power.  Subsidies 
for  the  poor  also  are  part  of  the  con- 
sensus. To  fill  any  remaining  gap,  mod- 
erates are  examining  the  idea  of  re- 
gional "uncompensated-care  funds." 

President  Clinton  is  wasting  pre- 
cious time— and  political  capital— fight- 
ing for  an  employer  mandate.  The  fast- 
est route  to  health-care  reform  lies 
down  the  middle.  Start  talking  to  the 
moderates  now,  Mr.  President. 

McNamee  covers  health-care  policy  in 
BUSINESS  week's  Washington  bureau. 
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Caring. 

In  a  business 
world  grown 
numb,  it's  an 
almost  unfair 

advantage. 

Product!  and  services  an-  provided  only  by  operating  subsidiaries  of  CH  .NA  Corporation,  which  ate  authorized  to  use  the  registered  service  mark  "CIGNA" 
Life  Assist%    is  underwritten  by  1  ife  Insurance  f  ompany  of  North  Amenca 


we  believe  the  opposite.  That  caring 


and  compassion  and  an  ability  to  look 


at  things  from  the  customer's  point  of 


cold,  tough  and  unfeeling.  At  CIGNA, 


might  think  it's  an  advantage  to  be 


udging  by  today's  headlines,  yo 


u 


view  can  go  a  long  way  in  helping  you  succeed.  Fact  is,  caring  is  what  drives  us  to  attend 
to  the  endless  details,  from  the  routine  to  the  innovative,  that  are  so  fundamental  to 
our  customers'  satisfaction.  In  retirement  planning,  it's  what  prompted  us  to  invest  in 
state-of-the-art  systems,  so  that  vital  information  can  flow  swiftly  between  us  and  our 
customers,  and  220,000  monthly  pension  checks  are  issued  on  time.  It's  what  moved  us 
to  develop  a  program  that  stresses  preventive  care  in  treating  asthma,  the  most  common 
cause  of  hospitalization  among  kids,  reducing  emergency  room  visits  by  as  much  as  30%. 
It's  what  compels  us  to  offer  programs  like  Life  Assist,"  so  that  terminally  ill  people  can  draw 
upon  their  life  insurance  benefits  to  add  comfort  and  dignity  to  their  remaining  days.  Not 
everyone  does  business  this  way.  But  we've  found  that  the  more  we  care,  the  better  our 
business  does.  Is  our  emphasis  on  caring  unfair  to  our  competitors?  f£O^M| 
Who  knows?  All  we  know  is,  it's  the  only  fair  way  to  treat  our  customers.     W  m 
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TECHNOLOGY 
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IN  WASHINGTON 


It's  redoubling  efforts  not  to  let 
Japan  rule  in  flat-panel  displays 


To  Washington's  competitiveness 
mavens,  flat-panel  displays  are  a 
key  test  of  America's  industrial  re- 
solve. The  market  is  huge— $5  billion  to- 
day, rising  to  $20  billion  by  2000,  ana- 
lysts predict.  The  thin  screens  will  be 
used  in  everything  from  autos  to  fighter 
planes— to  say  nothing  of  on  "every  exit 
ramp  on  the  Information  Highway,"  de- 
clares Peter  Mills,  president  of  the  U.  S. 
Display  Consortium,  a  group  of  manufac- 
turers. Yet  so  far,  the  U.  S.  is  nowhere: 
Japan  owns  95%  of  the  global  market. 

On  Apr.  28,  however,  America  dra- 
matically expanded  its  efforts  to  get 
back  in  the  picture  when  the  Pentagon 
and  White  House  announced  a  nearly 
$1  billion  "national  flat  panel  display  in- 
itiative." The  key  element,  says  a  top 
Pentagon  official:  "incentives  to  get  to 
full-scale  manufacturing."  The  new  mon- 
ey is  on  top  of  more  than  $200  million 
tin'  Defense  Dept.  lias  ^]>eni  since  1980 
on  flat-panel  technologies,  manufacturing 
equipment,  and  a  pilot  plant  at  ois  Opti- 
cal Imaging  Systems  in  Troy,  Mich. 

How  will  the  initiative  work?  Interna- 
tional trade  agreements  bar  direct  subsi- 
dies to  manufacturing,  so  the  Clintonites 
came  up  with  an  angle  play.  The  Pentagon 
will  pay  half  the  $100  million  cost  of  a 
larger  pilot  plant,  expected  to  be  built  by 
AT&T  and  Xerox.  Moreover,  if  industry 
puts  up  the  $200  million  to  $400  million 
needed  for  a  full- 
scale  plant,  Uncle 
Sam  will  chip  in  up 
to  $120  million  for 
research  and  de- 
velopment— provided 
that  figure  is 
matched  by  the  com- 
panies involved.  Also  in 
the  plan:  export  promotion, 
more  research  in  federal  labs,  and  subsi- 
dies for  military  purchases  of  flat  screeas. 

Can  the  Clintonites  pull  this  off?  For- 
eign governments  are  sure  to  challenge 
the  plan,  and  Republicans  will  attack  it 
as  industrial  policy  run  amok.  The  Ad- 
ministration's response:  The  Pentagon 
can  only  afford  the  displays  it  needs  if 
there's  a  strong  U.  S.  commercial  indus- 
try. If  the  plan  boosts  competitiveness, 
so  much  the  better. 

By  John  Carey  in  Washington 
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PETRIE:  $5,000  IN  GAMBLING  GAINS  GAVE  HIM  HIS  START 


MILTON  PETRIE 


In  business  since  '29,  the  apparel 
king  is  finally  cashing  out 


When  Robert  Olszewski  inter- 
viewed for  a  job  with  Petrie 
Stores  Corp.  17  years  ago,  he 
expected  to  meet  a  personnel  manager 
of  the  Secaucus  (N.  J.)-based  women's 
apparel  company.  Instead,  he  was  ush- 
ered into  a  spacious  office  full  of  me- 
morabilia, teddy  bears,  and  the  unmis- 
takable aura  of  power.  It  was  the  office 
of  the  founder  himself,  Milton  Petrie, 
who  sat  glaring  at  his  applicant  from 
behind  a  big  formica  desk.  "I  was  in 
awe,"  recalls  Olszewski,  now  senior  vice- 
president.  "It  was  like  being  escort- 
ed to  a  legend." 
Indeed,  in  the  world  of  retailing, 
Milton  J.  Petrie  is  a  venerable  figure. 
The  son  of  Russian  immigrants,  Petrie 
launched  a  hosiery  store  in  Depres- 
sion-era Cleveland  and  turned  it  into 
an  apparel  empire  that  today  stretches 
from  New  Hampshire  to  Hawaii.  That's 
why  the  biz  was  buzzing  on  Apr.  21 
with  news  that  Petrie  Stores  was  put- 
ting its  1,700  stores  on  the  block  and 
distributing  to  shareholders  its  $1.3  bil- 
lion stake  in  Toys  'R'  Us  Inc. 

Petrie,  91,  is  cashing  out.  Poor  health 
has  kept  him  out  of  the  office  for  the 
past  year.  Now,  the  complex  transac- 
tion will  bring  him  roughly  $700  million 
for  his  life's  work— while  enabling  the 
company  he  founded  six  decades  ago  to 
skirt  approximately  $600  million  in  feder- 


al and  state  capital-gail 
tax  liabilities  for  shall 
holders. 

Petrie  Stores  has  com 
a  long  way  since  1 
founder  opened  Red  Roll 
hosiery  store  in  downtovl 
Cleveland  with  $5,000  i 
gambling  proceeds.  T'e 
store  went  bust  after  t\f 
years.  But  Petrie,  ha 
driving  and  ambitious,  i 
paid  his  debts  and  slow 
acquired  budget-orient 
women's  apparel  retaile: 
By  the  1960s,  Petrie  Stor 
operating  under  nam 
such  as  Marianne,  Jean 
cole,  and  Winkelman's,  w 
going  head-to-head  with 
partment  stores. 

Crusty  and  penny-pin 
ing,  Petrie  eschewed  s< 
indulgence  even  as  the  company  gre 
making  do  for  years  on  a  $150, 
annual  salary.  Meanwhile,  he  quie 
doled  out  wealth  to  charities:  The  son 
a  policeman  himself,  Petrie  regularly 
given  police  widows  $20,000  annually 
the  rest  of  their  lives.  At  the  same  ti 
he  has  run  with  a  powerful  bunch,  pi 
ing  bridge  at  Manhattan's  Rege 
Whist  Club  with  such  Petrie  directors 
Alan  "Ace"  Greenberg,  chairman  of  Bti 
Stearns,  and  Laurence  A.  Tisch,  cha| 
man  and  ceo  of  CBS,  as  well  as  w 
Warren  E.  Buffett,  chairman  and  C 
of  Berkshire  Hathaway. 
toys  were  he.  Petrie's  smartest  bu 
ness  move  had  little  to  do  with  cloth 
In  1978,  he  visited  a  Toys  'R'  Us  st( 
and  was  so  impressed  he  began  buyi 
stock  in  the  company,  at  an  average 
57$  per  share.  It  was  a  startlingly  p: 
scient  investment.  Petrie  kept  buyi 
through  early  1987,  amassing  40.4  mill 
shares— worth  60  times  what  he  paid 

Failing  to  invest  in  merchandising  a  l 
systems  technology,  meanwhile,  his 
tailing  business  began  to  lose  ground 
such  hard-charging  specialty  shops 
The  Limited  and  Gap.  "He  made  a  bi 
liant  investment  in  Toys  'R'  Us  and  rr 
managed  his  core  business,"  says  Rob 
J.  Schweich,  an  analyst  with  Werthe 
Schroder  &  Co.  For  its  fiscal  year  end 
Jan.  29,  Petrie  Stores  had  sales  of  $1. 
billion  and  a  net  loss  of  $39.9  million 
That's  why  analysts  figure  the  stoi 
likely  will  fetch  just  $250  million.  Aft 
receiving  several  overtures,  Petrie  ex 
utives  say  they  are  in  talks  with  o 
potential  acquirer.  But  as  Vice-Cha 
man  Peter  Left  puts  it:  "A  lot  of  peo] 
are  interested."  Milton  Petrie's  last  d 
could  draw  a  crowd. 


By  Ron  StodghiU  II  in  New  Yc 
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BRICULTURE I 


ELIVER  US  FROM  WEEVIL:  SCIENTISTS  ARE  DRIVING  THE  PEST  OUT  OF  THE  SOUTH 


I  COTTON-PICKING 
LAND  RUSH 


pickup  in  demand  is  helping  farmers  quit  tobacco 


JH&  s  a  boy.  Ward  McCoy  knew  sum- 
j&  mer  was  dying  when  the  air 
^^■■grew  moist  with  the  sweet  smell 
f  curing  tobacco.  For  three  generations 
ow,  the  McCoy  spread  in  North  Caroli- 
a's  coastal  lowlands  has  been  a  tobacco 
irm.  But  that  heritage  means  little  with 
itismoking  campaigns  stubbing  out  de- 
iand  for  cigarettes.  So  this  spring,  rath- 
-  than  invest  $80,000  in  new  tobacco- 
rowing  equipment,  the  McCoys  won't 
tise  any  tobacco.  Rather,  they'll  grow 
)tton  on  every  one  of  their  1,200  acres, 
f  I  stayed  with  tobacco  and  the  market 
ent  out,  it  might  take  me  out  with  it," 
lys  McCoy,  33. 

A  lot  of  other  farmers  across  the 

3uth  are  making  a  similar  i  

loice.  Indeed,  cotton-grow-  | 
g  is  suddenly  a  booming 
isiness.  U.  S.  farmers  will 
ant  almost  13.7  million 
:res  of  cotton  this  year, 
ose  to  the  70-year  high  set 
1991.    True,    a  harsh 
■ought  in  the  Texas  high- 
nds  and  a  recent  dry  spell 

the  Southeast  could  make 
;ch  projections  overly  opti- 
istic.  But  most  farmers  out- 
le  Texas  still  expect  a  good 
op.  And  with  cotton  prices 


rising— up  23%  from  last  year's  levels- 
most  are  expecting  big  profits,  too. 

To  be  sure,  tobacco  still  has  plenty  of 
allure.  Farmers  can  clear  $1,200  from 
each  acre  of  leaf— nearly  10  times  the 
profit  on  cotton.  But  the  government's 
price  support  system  strictly  limits  how 
much  tobacco  farmers  can  raise.  And 
the  fall  in  domestic  cigarette  consump- 
tion—it's off  10%  since  1990— is  causing 

clll  I  tacks  ill  t  lie  crop.  The  tol  wen  quota 

fell  10%  this  year,  and  growers  expect  it 
to  be  pared  by  as  much  as  30%  in  1995. 

American  Brands  Inc.  demonstrated 
just  how  bad  things  are  getting  when  it 
announced  on  Apr.  26  that  it  is  selling 
its  cigarette  business  to  Britain's  BAT 


COTTON  IS 
KING  AGAIN... 


...AND  U.S.  MILLS 
ARE  HUMMING 

20  DOMESTIC  MILL  USE 

,6       MILLIONS  OF  BALES 


U.S.  CROP 

MILLIONS  OF  BALES 


'89  '90  '91  '92  '93  '94 


DATA:  NATIONAL 
COTTON  COUNCIL, 
AGRICULTURE  DEPT 


Industries  for  $1  billion— rather  than  risk 
duking  it  out  in  a  collapsing  American 
market. 

All  this  pessimism  makes  growers  re- 
luctant to  invest  heavily  in  tobacco,  de- 
spite its  high  margins.  "Our  farm  debt  is 
in  cotton  equipment  right  now.  We  don't 
have  any  debt  in  tobacco  equipment," 
says  F.  H.  "Buzz"  Shackelford  Jr.,  a 
Hookerton  (N.  C.)  farmer  who  planted 
cotton  on  800  of  his  1,200  acres  this  year. 

Meanwhile,  other  forces  are  helping 
push  U.  S.  cotton  to  the  fore.  For  one, 
severe  insect  and  plant  virus  problems 
have  hit  rival  cotton-growing  nations, 
such  as  China,  India,  and  Pakistan.  With 
those  nations  now  short  on  cotton,  U.  S. 
exports  could  jump  28%,  to  6.7  million 
bales,  this  year.  And  at  home,  the  in- 
creasing popularity  of  wrinkle-resistant, 
100%  cotton  fabrics  has  given  demand  a 
boost,  too.  "It's  like  a  land  rush  into 
100%  cotton,"  says  Frank  D.  Bracken, 
executive  vice-president  at  Dallas-based 
Haggar  Corp. 

SPINNING  WILDLY.  Higher  demand  has 
mills  investing  heavily  in  new  cotton- 
ginning  machinery.  At  Parkdale  Mills 
Inc.  in  Gastonia,  N.  C,  14  of  its  21  mills 
now  handle  nothing  but  the  white  fi- 
ber—and since  February  they've  been 
running  'round  the  clock,  seven  days  a 
week.  "I  spin  what  the  customer  wants, 
and  the  customers  want  cotton,"  says 
Parkdale  Chairman  W.  Duke  Kimbrell. 

Meanwhile,  scientists  seem  to  be 
overcoming  one  of  the  South's  most 
vexing  opponents  since  General  Sher- 
man—the boll  weevil.  In  the  1980s,  cot- 
ton growers  got  eaten  alive  by  the  bug. 
"They  traveled  in  fives,"  says  Charles 
E.  Perry  of  the  University  of  Georgia's 
College  of  Agriculture  &  Environmental 
Sciences.  "Two  eating,  two  in  the  bloom 
making  love,  and  one  sitting  on  the 
leaves,  looking  out  for  airplanes."  An 
aggressive  federal-state  eradication  pro- 
gram, however,  has  driven  the  boll 
weevil  out  of  North  Carolina  and  Geor- 
gia, and  thinned  its  ranks  in  Alabama 
and  Florida. 

All  of  which  leaves  Andy  Moy  with  a 
bittersweet  success.  This  year,  Moy  is 
planting  cotton  on  1,500  acres  of  his 
Snow  Hill  (N.  C.)  farm.  He  has  in- 
vested $2.5  million  in  a  gin  that 
cleans  cotton  bales  from  other 
farms  as  far  off  as  100  miles.  He 
leases  his  sole  30  tobacco  acres 
to  another  farmer.  "I  still  think 
there's  some  good  years  left  in 
tobacco,"  Moy  says.  But  he  ad- 
vises tobacco  farmers  to  invest 
their  profits  in  cotton-growing 
gear.  Indeed,  with  King  Cotton 
making  a  comeback  and  Sir  Walter 
Raleigh  wheezing  on  the  couch, 
that  could  be  a  princely  move. 
By  David  Greising  in  Atlanta 
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ENTREPRENEURS  I 


FROM  RIOT  AND  RUIN, 
A  SURPRISING  HARVEST 


Inner-city  Los  Angeles  kids  green-thumb  their  way  to  healthy  profits 


Jaynell  Grayson  is  an  unlikely  en- 
trepreneur. A  junior  at  Crenshaw 
High  School  in  Los  Angeles,  she 
lives  with  her  grandfather  in  Watts,  ne- 
gotiates three  buses  to  school,  and  bags 
groceries  after  classes  to  earn  a  living. 
She's  also  the  5%  owner  of  a  fledgling 
company  that  is  so  far  the  most  visible 
evidence  to  date  that  the  city's  much- 
hyped  efforts  to  rebuild  after  the  riots 
are  working. 

In  April,  Grayson  and  her  co-own- 
ers—38  other  inner-city  teenagers- 
pulled  off  the  improba- 
ble launch  of  their 
company's  first  product, 
a  bottled  salad  dressing. 
In  December,  the  com- 
pany, called  Food  from 
the  'Hood,  won  a  $50,000 
grant  from  Rebuild  LA, 
the  city's  riot  recovery 
agency.  The  money  al- 
lowed the  kids  to  set  up 
offices,  then  develop  and 
produce  their  first  batch 
of  creamy  Italian.  The 
company  also  has  ob- 
tained the  counsel  of  an 
impressive  array  of  lo- 
cal professionals  and 
shelf  space  from  nearly 
every  supermarket  in 
Southern  California, 
some  2,000  stores  in  all. 
GREAT  LAUNCH.  "We've 
gained  100%  distribution 
in  this  market,  which  is 
phenomenal  for  a  brand 
new  product,"  says  Rus- 
sell Landreth,  president 
of  Bromar  Southern  Cal- 
ifornia, a  division  of  food  broker  Bromar 
Inc.  Bromar  won  the  competition  to  rep 
the  product  for  a  standard  5%  of  sales. 
Food  from  the  'Hood's  initial  plan  is  to 
sell  30,000  cases,  "a  very  reasonable  and 
attainable  goal,"  Landreth  says.  That 
would  yield  pretax  profits  of  some 
$100,000. 

Heady  stuff  for  a  bunch  of  kids  in 
baggy  jeans  and  braces  who  got  their 
start  by  renovating  an  overgrown  gar- 
den behind  the  school  for  extra  credit  in 
a  biology  class.  After  the  riots  two 
years  ago,  they  decided  to  form  a  com- 
pany that  would  manage  the  garden, 


with  a  quarter  of  the  output  donated  to 
the  needy  and  profits  from  the  rest  go- 
ing to  college  scholarships  for  the  stu- 
dent owners.  The  first  school  year  net- 
ted $600  for  three  scholarships.  "That's 
just  a  healthy  dent  in  book  fees,"  says 
Ben  Osborne,  a  16-year-old  owner.  "It's 
not  very  much." 

The  kids  realized  they  needed  a 
branded,  manufactured  product  that 
could  be  distributed  more  widely  than 
produce.  They  also  needed  expert  ad- 
vice. They  got  ex-marketing  executive 


by  kids  gardening  behind  their  school 


Melinda  McMullen,  who  signed  up  full- 
time  under  a  state  grant  to  fund  riot  re- 
covery efforts.  She  suggested  salad 
dressing  and  brought  in  an  investment 
banker  to  help  with  the  business  plan. 

The  kids'  real  catch  was  Norris  Bern- 
stein, a  food  products  marketing  con- 
sultant best  known  as  the  founder  of 
Bernstein's  Salad  Dressing,  one  of  the 
largest-selling  regional  brands  in  the 
country.  Last  fall,  Bernstein,  64,  read 
about  the  kids'  ambitious  project  in  the 
newspaper.  "They  were  at  the  stage 
where  they  had  developed  the  product 
and  lined  up  a  manufacturer,  but  were 


unsure  about  how  to  market  it,"  h 
says.  Bernstein  taught  them  the  basi 
of  distribution  and  introduced  them 
key  contacts  in  the  packaged  goods  an 
supermarket  industries. 

The  kids  learned  well.  They  figure 
they  could  employ  some  unorthodo 
techniques  to  highlight  their  product 
Normally,  the  broker's  account  exec 
tives  are  responsible  for  pushing  retaifl 
ers  to  accept  the  product.  But  the  stxm 
dent-owners  wanted  to  go  along  t 
make  some  of  the  presentations 
Grayson,  for  example,  works  at  th 
Lucky  supermarket  near  the  school  an 
figured  that  she  could  help  persuad 
executives  at  Lucky  Stores  Inc.  to  stoc 
the  product.  "They  were  acting  skeptics 
at  first,"  she  says.  "But  I  knew  we  ha< 
it  nailed  when  I  told  them  I  hoped  t 
see  it  in  my  store." 
LOTS  OF  HOMEWORK.  While  Food  in  th 
'Hood  has  appealed  to  the  philanthropi 
nature  of  the  retailer 
who  agree  to  stock  il 
in  the  end  the  produc 
will  have  to  stand  on  it 
own  to  win  sales.  An 
there  are  signs  that  i 
will.  "We  see  lots  c 
companies  trying  to  d^ 
velop  new  products  tha| 
don't  do  half  the  r 
search  that  these  hig 
school  kids  did,"  sa 
Harold  Rudnick,  seni 
vice-president  for  pr 
curement  and  mercha 
dising  at  Vons  Comp 
nies  Inc.,  Souther 
California's  largest  gr 
cer— which  plans 
stock  the  student: 
dressings  chainwid< 
"They've  done  all  th 
work  necessary  to  ir 
troduce  a  product  to  th 
marketplace  and  develo 
it  into  a  good  business 
With  the  launch  c 
the  first  product  behin 
them,  the  buzz  aroun 


the  office  at  Food  from  the  'Hood  i 
changing.  Now,  you  hear  talk  of  "lid 
extensions"  and  "brand  managers"— nd 
exactly  the  language  of  your  typica 
high  schooler.  And  there's  an  underlyin] 
desire  to  tie  the  product  more  closely 
its  roots  in  the  garden,  perhaps  to  d 
velop  a  year-round  source  of  the  bas 
and  parsley  that  gives  Food  from  t 
'Hood  Creamy  Italian  its  punch.  Se 
there's  this  rickety  old  greenhouse  o 
behind  the  science  classroom.  It  needs 
lot  of  work  and  new  glass  on  the  roo 
The  kids  already  have  their  eye  on  it 
By  Larry  Armstrong  in  Los  Angele 
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Canon  has  created  a  totally 
new  concept  in  digital  office 
equipment  systems  that  redefines 
productivity  and  performance.  The 
Digital  Imaging  System  GP55  Series. 
It's  the  culmination  of  Canon's  tech- 
nological vision  that  is  designed  to 
meet  your  needs  now  and  in  the 
future.  It  functions  on  your  network 
as  a  30-ppm,  400  dpi  laser  printer 
that  can  staple,  sort,  and  duplex.  It's 
also  a  digital  copier  and  can  serve  as 
a  Group  3  Fax.  All  this  without  ever 
having  to  leave  your  desk. 

The  GP55  Series  does  it  all  — 
with  a  unique,  optional  Multi-Device 
Controller  (MDC)  that  gives  you  the 
flexibility  to  configure  function 
boards  to  suit  your  needs.  And  since 


the  GP55  Series  utilizes  parallel  pro- 
cessing technology,  it  can  perform 
more  than  one  function  at  a  time. 
But  best  of  all,  the  GP55  Series  inter- 
faces with  standard  network  proto- 
cols and  page  description  languages. 
So  now  everyone  on  your  LAN  can 
sit  behind  their  desk  and  benefit 
from  the  power  of  Total  Document 
Management.  Which  makes  this  a 
true  instrument  of  efficiency  and  pro- 
ductivity —  with  the  reliability  you've 
come  to  expect  from  Canon. 

As  usual,  Canon's  advanced 
technology  moves  you  further  ahead. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 

For  more  information,  call 
1-800  OK  CANON. 


Before  your  nex|ii 
make  sure  you've  got  th 

If  it's  down  to  winning  or  losing  a  key  business  battle,  most  companies  will  use 
whatever  weapon  it  takes.  And  since  no  two  situations  are  alike,  no  single  solution  ie 
represents  the  ultimate  solution. 

That's  why  Metaphor  customizes  its  renowned  decision-support  solutions  in  part 
nership  with  many  companies.  We  use  our  own  tools  to  help  groups  access  shapelessio 
masses  of  corporate  data  and  turn  it  into  something  of  priceless  strategic  value. ir 
And  if  a  third  party  technology  is  right,  we  won't  hesitate  to  use  it  as  well. 


•usiness  battle, 

ight  strategic  weapon. 

Metaphor  can  help  make  decision  making  easier,  uniting  all  members  of 
le  team,  no  matter  where  they  are.  The  goal  is  to  share  information,  ideas, 
lalyses  and  perspectives,  and  then  use  it  for  victory. 

For  in  the  end,  no  one  will  remember  how  the  battle  was  fought:  only  who 
on.  Just  call  1-800-346-3824,  Ext.  311  and  we'll 
■nd  you  a  free  overview  of  our  approach  to  decision 

ipport  solutions.  METAPHOR 
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LIGHTENING  UP 

ON  HEAVY  EQUIPMENT 


There's  a  lot  of  dirt  flying 
in  the  heavy-equipment  in- 
dustry. On  Apr.  26,  Tenneeo 
announced  it  would  sell  35% 
of  its  J.  I.  Case  i'arm-and-con- 
struction  equipment  unit,  a 
move  analysts  say  could  raise 
$500  million  for  the  Houston- 
based  conglomerate.  A  day 
later,  Varity  said  it  will  sell 
its  U.  K.-based  Massey-Fergu- 
son  to  AGCO  for  $328  million. 
It  seems  to  be  the  right  time 
to  sell:  Both  the  farm  and 
construction  markets  are 
booming  in  the  U.  S.,  and  a 
recovery  in  Europe  later  this 
year  could  push  industry  prof- 
its sky  high.  Indeed,  during 
the  first  quarter  of  1994,  Case 


SKETCHY  SALES 

Toy  industry  profits  are  notori- 
ously unpredictable  in  the  months 
following  Christmas.  Still,  Ohio 
Art's  disappointing  first-quarter 
raised  eyebrows.  The  venerable 
maker  of  Etch  A  Sketch  lost 
$862,000  on  sales  of  $6  million, 
down  29%,  atop  big  sales  and 
profit  declines  in  1993.  The  loss 
itself  wasn't  unusual— bad 
weather  and  retailer  conserva- 
tism hurt  other  toymakers— 
but  the  company's  explanation 
was:  It  talked  of  "weak  yet 
strange  order  patterns"  in  the  U.S. 
and  lower  international  shipments 
because  of  a  restructuring  at  its 
major  European  distributor. 
Officials  wouldn't  elaborate,  and 
thinly  traded  Ohio  Art  shares 
dropped  $4.50  on  the  news. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


posted  operating  income  of 
$82  million,  compared  with  a 
loss  of  $17  million  the  year 
before.  And  sales  jumped 
22%,  to  $1  billion.  Case  will 
spend  $500  million  through 
1996  updating  its  product  line. 
A  restructuring  plan  that  has 
closed  plants  and  rejiggered 
Case's  distribution  network 
will  add  an  additional  $200 
million  to  operating  income 
by  1996.  And  the  company, 
which  long  hascut  prices  to 
prop  up  market  share,  has 
discontinued  the  practice. 


GMVS.  LOPEZ: 
WHAT  THE  D.A.  FOUND 


ow  much  is  Jose  Ignacio 
Lopez  de  Arriortua 
worth  to  Volkswagen?  About 
$8.40  a  share,  say  Frankfurt 
borse  mavens.  That's  how 
much  they  cut  off  vw  shares 
Apr.  27,  after  Darmstadt  dis- 
trict attorney  Volkmar  Kallen- 
bach  released  an  "interim  re- 
port" on  investigations  into 
General  Motors'  complaint 
that  its  ex-purchasing  supre- 
mo took  confidential  papers 
to  vw  in  March,  1993.  The 
probe  of  thousands  of  docu- 
ments isn't  complete.  But 
Kallenbach  confirmed  that  the 
haul  contains  sensitive  data 
ranging  from  secret  plans  for 
a  new  small  car  at  GM's  Adam 
Opel  division  to  details  of 
cost-cutting  for  GM's  U.  S. 
cars.  Lopez  denies  any  wrong- 
doing; a  VW  spokesman,  An- 
dreas Meurer,  insists:  "At  no 
time  have  [gm]  data  or  docu- 
ments been  worked  on  at 
vw." 


HALLMARK 
GOES  HOLLYWOOD 


For  Hallmark  Cards,  the 
message  looks  like  a  bet- 
ter investment  than  the  medi- 
um. Hallmark  announced  on 
Apr.  26  that  it  will  buy  RHI 
Entertainment,  a  producer  of 
family  oriented  TV  miniseries 
and  movies,  for  more  than 
$365  million.  The  deal  makes 
sense:  The  Kansas  City-based 
greeting-card  maker  is  well 


HEADLINER 


CHEWIN'  THE  EAT  AT  THE  MOVIES 


Popcorn!  Is  nothing  sacred? 
Not  to  Michael  jacobson, 
executive  director  of  the  Cen- 
ter for  Science  in  the  Public 
Interest.  A  string  of  reports 
in  the  past  year  from  the  non- 
profit consumer-ad 
vocacy  group- 
remember  the 
treatise  on  Chi 
nese  food?— 
have  enraged 
the  food  and 
restaurant  in- 
dustries. And 
on  Apr.  25 
came  the  latest: 
Popcorn  sold  in  movie 
theaters,  the  CSPI  says,  has 
twice  the  saturated  fat  of  a 
Big  Mac.  And  that's  without 
the  butter  flavoring. 

Can't  we  nosh  in  peace? 
Nope.  Jacobson  is  out  to 
change  the  way  food  is  ad- 
vertised, sold,  and  eaten.  "Our 


studies  contain  needed— ev 
shocking— information  abo 
foods  that  everyone  eats," 
says.  And  Jacobson,  who  h 
a  PhD  in  microbiology  frc 
the  Massachusetts  Institute 
Technology,  has  c 
lighted  in  sprea 
ing    the  ne\ 
since  1971.  T 
Center 
newslette 
which  claims 
circulation 
750,000,  enligl 
ened  America 
about  fatty  fa 
foods  in  the  '70s  a  ■ 
about  tropical  oils  in  the  '8( 
Jacobson  has  plenty  of  cr 
ics.  In  the  end,  though,  hi 
effective.  "I  can't  imagine  t 
many  people  getting  popco 
at  the  movies  tonight, 
says.  Trail  mix,  anyone? 

By  Julie  Tilsv 


M 


id  H. 


known  for  its  wholesome  Hall- 
mark Hall  of  Fame  television 
productions.  The  two  compa- 
nies already  are  working  to- 
gether on  eight  made-for-TV 
extravaganzas,  including  Scar- 
lett, an  eight-hour  sequel  to 
American  Civil  War  epic  Gone 
With  the  Wind.  But  privately 
held  Hallmark  is  retreating 
further  from  the  distribution 
end  of  the  business.  In  1992, 
it  sold  Univision,  a  network 
of  nine  Spanish-language  tele- 
vision stations.  Now,  its  cable 
system  with  850,000  sub- 
scribers, Crown  Media,  is  on 
the  block. 


BARNEYS  GETS 
DEEPER  POCKETS 


Suppliers  complain  that 
Barneys  New  York,  the 
upscale  apparel  and  home-fur- 
nishings retailer,  has  a  history 
of  taking  its  time  to  pay  for 
merchandise.  Perhaps  that's 
because  the  tony  specialty- 
store  chain,  which  opened  a 
store  on  Manhattan's  Madison 
Avenue  last  year,  hasn't  been 


c 


set 


very  profitable:  It  earned  ji 
$6  million  on  $151  million  p 
sales  for  the  last  five  mont  j 
of  1993 

The  good  news:  Barne  s 
has  shored  up  its  cash  po  ' 
tion.  In  mid-April,  investmt  p 
bankers  at  Chemical  Ba 
raised  $40  million  for  t 
company  in  a  private  plai  jots 
ment  of  unsecured  debt  tc  t 
group  of  insurance  com 
nies.  Barneys  will  use  $3: 
million  to  pay  off  some  ba 
debt  and  will  plow  the  :  «,... 
mainder  into  its  special!  - 
store  chain. 

Ik 

ET  CETERA... 


►  IBM's  human  resource  chi 
Gerald  Czarnecki,  resigm  i 
wanting  to  run  his  own  she  p 

►  Eastman  Kodak's  prof  ei1 
were  up  on  strong  imagi  ft- 
results,  but  sales  were  flat  (i 

►  Canada's  free-market  less<  [a 
Cut  cigarette  taxes,  and  safi 
go  up— by  63%  in  March. 

►  Seeking  growth,  Rubb 
maid  said  it  plans  to  enl 
two  new  businesses  by  19S 
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WHY  CLINTON  STILL  TIPTOES 
MOUND  MOYNIHAN 


President  Clinton  humiliated  Health  &  Human  Services 
Secretary  Donna  E.  Shalala  and  annoyed  Administration 
officials  on  Apr.  25,  when  he  came  out  in  favor  of  mak- 
g  the  Social  Security  Administration  independent  of  HHS.  But 
linton  knew  that  somewhere,  Senate  Finance  Committee 
hairman  Daniel  P.  Moynihan  (D-N.Y.)  would  be  smiling. 
Clinton's  support  for  a  new  Social  Security  agency— one 
Moynihan's  pet  projects— came  just  a  day  after  the  Senator 
med  on  TV  that  Clinton  was  fumbling  U.  S.  leadership  on 
asnia.  Once  again,  Clinton  had  succumbed 
i  a  troubling  pattern:  Moynihan  assails 
le  President,  gets  a  Clinton  concession  in 
tturn,  and  then  goes  back  for  more. 
Unfortunately,  Clinton  can't  dismiss  the 
ew  Yorker  as  another  vain  but  harmless 
;nator  who  needs  stroking.  Moynihan  is 
)th  prickly  and  powerful:  He  will  play  a 
iy  role  in  health -care  reform  and  welfare 
ferhaul,  two  of  Clinton's  top  domestic  pri- 
■ities.  And  despite  the  President's  charm 
tensive,  the  gap  between  Hell's  Kitchen 
id  Hope,  Ark.,  never  seems  to  close. 
mo  get."  A  Harvard  highbrow  with  very 
^finite  ideas  about  what  New  Democratic 
)licy  should  look  like,  Professor  Moyni- 
m  has  been  conducting  a  running  tutorial  for  the  Student 
resident,  who  is  more  comfortable  finding  political  compro- 
ise  than  sticking  to  ideological  principles.  Indeed,  the  Social 
jcurity  decision  angered  Administration  liberals,  who  had  op- 
>sed  moves  to  carve  up  Shalala's  department.  And  it  caused 
■umbling  among  Clinton  aides,  who  fret  that  the  President's 
>licy  of  appeasement  isn't  producing  much  in  return.  Gripes 
le  senior  official:  "It's  all  give  and  no  get." 
That's  because  Moynihan  won't  tell  Clinton  just  what  he 
ants,  and  the  pair  disagree  on  priorities.  Clinton's  No.  1 
>al  is  health  care— an  issue  that  holds  little  fascination  for 
oynihan.  Since  the  1960s,  the  New  Yorker-  has  championed  a 


massive  overhaul  of  welfare.  He  suspects  that,  despite  Clin- 
ton's campaign  vow  to  "end  welfare  as  we  know  it,"  the  Pres- 
ident will  serve  up  a  watered-down  plan  designed  to  appease 
antiwelfare  sentiment— a  ploy  Moynihan  dubbed  "boob-bait 
for  the  Bubbas." 

Clinton  shouldn't  be  surprised  that  Moynihan  is  fighting  for 
what  is  rightly  a  Presidential  prerogative:  setting  the  agenda. 
White  House  aides  forecast  such  a  tussle  early  last  year,  but 
they  wrongly  predicted  that  they  could  "roll  right  over"  Moy- 
nihan if  he  tried  to  be  an  obstructionist.  In- 
stead, they're  jumping  through  hoops. 
PANDORA'S  BOX.  For  example,  Moynihan's 
carping  has  pushed  Clinton  closer  to  re- 
leasing a  welfare  plan  this  spring.  The  Clin- 
tonites  have  loaded  their  draft  proposal 
with  ideas  intended  to  satisfy  him,  among 
them  a  focus  on  younger  welfare  mothers. 
But  these  provisions  will  still  likely  fall 
short  of  the  Senator's  own,  more  compre- 
hensive vision. 

Problems  also  could  emerge  over  Social 
Security.  Although  making  it  a  separate 
entity  looks  innocuous  on  the  surface,  Clin- 
tonites  fear  Moynihan  will  see  an  opening 
to  clamor  for  a  big  fix  to  ensure  the  pro- 
gram remains  solvent  once  baby  boomers  start  retiring  about 
2010.  It  is  a  political  Pandora's  box  that  Clinton  doesn't  even 
want  to  think  about  this  term. 

Such  unpredictability  by  Moynihan  keeps  the  White  House 
perpetually  off  balance.  Indeed,  Administration  pols  moan 
that  they  spend  more  time  stroking  him  than  any  other  law- 
maker. That  will  never  change.  Pat  Moynihan  was  a  New 
Democrat  when  Bill  Clinton  was  a  college  radical.  Now  Clinton 
has  adopted  the  rhetoric  of  the  party's  moderate  reformers, 
but  Moynihan  wants  to  K'ive  him  periodic  raps  on  the  knuck- 
les to  make  sure  the  President's  deeds  match  his  words. 

By  Howard  Gleckman  and  Susan  B.  Garland 


APITALWRAPUPI 


POLITICS 


5o  what  if  GOP  hopeful  Jack  F.  Kemp 
has  a  three-decade  link  to  Buffalo 
s  a  National  Football  League  quarter- 
ack  and  congressman?  If  he  runs  for 
'resident  in  1996,  he'll  do  it  as  a  Cali- 
wnian,  not  a  New  Yorker.  The  former 
lousing  &  Urban  Development  Secre- 
iry  was  born  and  grew  up  in  Los  An- 
eles.  Associates  say  a  California  ad- 
ress  aids  fund-raising  and  makes  it 
asier  for  Kemp— who  has  lived  in 
/ashington  for  years— to  run  as  an 
mtsider."  Another  factor:  California 
loved  up  its  Presidential  primary  from 
une  to  March,  making  it  a  more  cru- 
al  race.  Kemp's  political-action  com- 


mittee relocates  from  Washington  to 
Sacramento  on  May  2,  and  Kemp  is 
expected  to  move  to  L.  A.  later. 

THE  WHITE  HOUSE  

When  Hillary  Rodham  Clinton 
gave  in  to  demands  for  her  first- 
ever  White  House  news  conference, 
reporters  had  visions  of  frequent  meet- 
ings with  the  First  Lady.  No  chance, 
say  White  House  insiders.  Mrs.  Clin- 
ton's Apr.  22  session  was  meant  to  de- 
flect Whitewater  charges,  not  provide 
accountability  on  her  policymaking  ac- 
tivities. "We  don't  want  to  set  a  prece- 
dent," says  one  Hillaryite,  who  claims 
Mrs.  Clinton  fears  that  regular  press 
parleys  could  upstage  the  President. 


INDUSTRIAL  POLICY 


The  Clintonites  don't  shrink  from 
guiding  the  invisible  hand  with  a 
little  government  largesse.  Since  last 
fall,  the  White  House  has  teamed  up 
with  industry  to  launch  initiatives  in 
"clean"  cars,  advanced  semiconductors, 
electronic  packaging,  and  flat-panel  dis- 
plays. So  what's  next?  The  decidedly 
low-tech  construction  industry.  The 
U.  S.  has  fallen  sadly  behind  Japan  and 
Europe  in  developing  new  building  ma- 
terials and  methods— for  everything 
from  houses  to  bridges.  The  idea  is 
for  industry  to  pick  the  next-generation 
technology,  and  Uncle  Sam  will  help 
develop  it. 


1INGTON  OUTLOOK 
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INSIDE  THE  WORLD  OF  CHINA'S  HOTTEST  DEALMAKER 


H 


uang  Yantian,  president  of  the  fi- 
nancial arm  of  Guangdong  prov- 
ince, is  one  of  China's  premier 
dealmakers.  As  head  of  Guangdong 
International  Trust  &  Investment  Corp. 
(GITIC),  he  has  knitted  together  agree- 
ments with  companies  like  McDonald's, 
PFG  Industries,  and  Pabst  Brewing  Co. 
Now  the  53-year-old  Huang  hopes  to 
nab  his  biggest  prize  yet:  a  $1.2  billion 
minivan  project  with  Chrysler  Corp. 

On  Apr.  21,  he  met  with  Chrysler  CEO 
Robert  Eaton  and  a  team  of  senior 
Chrysler  executives  at  his  well-appoint- 
ed headquarters,  GITIC  Plaza  in  the 
southern  city  of  Guangzhou.  Provincial 
officials  must  ultimately  choose  whether 
Chrysler  or  Daimler  Benz's  Mercedes 
unit  gets  the  plum  contract,  but  Huang 
has  already  made  up  his  mind,  "cmc 
will  do  its  best  to  help  Chrysler  win 
the  project,"  he  says. 

When  it  comes  to  clout,  few  Chinese 
businessmen  can  match  Huang.  With 
the  market  value  of  GITIC's  assets  esti- 
mated at  $5.5  billion,  his  conglomerate's 
reach  extends  from  foreign  joint  ven- 
tures to  complicated  corporate  finance 
deals  (table).  Ginc  is  the  largest  investor 
in  industry  and  infrastructure  in  Guang- 
dong—the fastest-expanding  region  of 
China,  with  a  torrid  15%  growth  rate. 
Huang  says  gitic's  assets  and  profits 
will  jump  by  15%  to  18%  annually 
through  the  year  2000. 

The  rise  of  GITIC  is  part  of  a  trend 
across  China  toward  local  financial  pow- 
erhouses. For  more  than  a  decade,  Bei- 
jing has  pushed  the  decentralization  of 
the  economy,  leaving  local  governments 


to  create  companies  to  finance  infra- 
structure projects  and  compete  for  over- 
seas money.  Since  Beijing's  archaic  bank- 
ing system  is  only  now  getting  an 
overhaul,  GITIC  and  similar  local  finance 
companies  are  at  the  center  of  the  drive 
to  raise  the  funds  needed  to  maintain 
China's  brisk  economic  growth. 

gitic's  goal  is  to  become  China's  first 
merchant  bank.  Already,  the  group  holds 
stakes  in  scores  of  companies  and  nur- 
tures their  development.  While  GITIC  is 
backed  by  the  Guangdong  government 
and  Huang  is  a  longtime  Communist 
Party  member,  he  bears  little  resem- 
blance to  old-style  bureaucrats  used  to 
mouthing  political  bromides.  Savvy  in 
the  ways  of  Western-style  finance, 
Huang  is  a  member  of  China's  new  class 
of  "red  capitalists"— politicians,  tycoons, 
and  dealmakers  all  in  one. 
"LET'S  act  fast."  These  local  financiers 
could  offer  a  crucial  measure  of  stability 
as  China  attempts  to  complete  its  eco- 
nomic transformation.  With  inflation  on 
the  rise  and  workers  facing  massive  lay- 
offs, Beijing  is  intent  on  maintaining 
stability.  By  attracting  foreign  capital 
and  developing  new  businesses,  GITIC 
and  other  international  trust  and  invest- 
ment corporations,  or  "ITICs,"  are  helping 
to  create  jobs  for  some  of  the  millions  of 
migrants  who  have  left  rural  areas  in 
search  of  work  in  coastal  regions  like 
Guangdong. 

In  the  race  to  attract  capital,  Huang 
has  a  headstart  over  his  provincial  coun- 
terparts. Guangdong  was  the  birthplace 
of  China's  economic  reforms  15  years 
ago  and  is  now  benefiting  from  the  inte- 


irry. 

fi 


gration  of  its  economy  with  neighbor 
ing  Hong  Kong.  Even  today,  GITIC  con 
tinues  to  bound  into  new  fields  of 
nance.  Its  latest  financial  product  is 
computer  service  that  provides  everyjtals( 
thing  from  real-time  stock  figures  t<  or:;t 
weather  forecasts.  "We  should  monopo 
lize  this  business,"  Huang  tells  his  secur 
ities  department  chief  during  a  meet 
ing  at  GITIC's  trading  floor  in  Guang 
zhou.  "Let's  act  fast  and  not  let  other; 
catch  up." 


GITIC'S 
BIG  REACH 


RfiYERSIDE  PLAZA  IN 
GUANGZHOU:  ONE  OF 
MANY  HUGE  PROJECTS 


JOINT  VENTURES 


►  Runs  five  McDonald's  restaurants 
in  Guangdong  and  expects  to  open 
five  more  by  1995 

►  Wants  to  help  Chrysler  win  approval 
to  produce  minivans  in  Guangdong 

►  Cooperates  with  PPG  Industries 
in  a  Shenzhen  factory 


< 
X 

I!: 
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GITIC'S  HUANG 
YANTIAN  RUNS 
A  FINANCIAL 
POWERHOUSE 
WITH  ASSETS 
WORTH  AN 
ESTIMATED  $5.5 
BILLION 


For  now,  Huang  has  little  reason  to 
wry.  Other  than  the  central  govern- 
ant's  China  International  Trust  &  In- 
stment  Corp.  (cmc),  there  are  few 
ra]s  capable  of  taking  on  GITIC.  "In  the 
ort-term  future,  it  has  no  competition 
Guangdong,"  says  C.  K.  Kong,  an  ana- 
it  at  Moody's  Investors  Service  Inc. 
As  a  result,  Huang's  office  is  a  re- 
iving door  of  American  and  Japanese 
nkers,  eager  for  a  piece  of  lucrative  fi- 
ncing  or  corporate  deals.  During  a 


two-day  period  in  Feb- 
ruary, key  officials  from 
Lehman  Brothers,  In- 
dustrial Bank  of  Japan 
(IBJ),  Citibank,  and  Gold- 
man Sachs  all  made  the 
pilgrimage  to  GITIC  Pla- 
za. IBJ  executives,  for 
example,  came  to  sign 
off  on  a  $30  million  loan. 

American  companies 
also  are  beating  a  path 
to  his  door.  Huang  has  a 
booming  joint  venture 
with  McDonald's  Ltd., 
which  has  opened  six 
restaurants  in  Guang- 
zhou since  1992— 
with  another  five 
expected  to  open  by 
1995.  From  Merck, 
gitic  has  licensed 
the  patent  for  the 
hepatitis  B  vaccine 
for     $7  million. 
Huang  has  provided 
loans  to  a  local  com- 
pany   so    that  it 
could  import  beer 
production  lines  from 
Pabst.  And  GITIC  is  a 
50%    partner    in  the 
Guangdong  Float  Glass 
Plant,  a  $100  million 
joint  venture  with  PPG 
Industries. 

Huang  was  cooperat- 
ing with  Chrysler  long 
before  the  recent  high- 
profile  trip  by  Eaton. 
GITIC,  for  example,  did 
the  feasibility  study  for 
Chrysler,  and  Huang 
helped  Eaton  line  up  im- 
portant meetings  with  the  governors  of 
Guangdong  and  Hainan  provinces  on  his 
trip.  Eaton  left  behind  six  staffers  who 
are  now  working  on  the  deal.  A  decision 
is  expected  in  May. 

Aside  from  spurring  investments  like 
Chrysler's,  Huang  also  wants  to  attract 
capital  for  power  plants,  telecommunica- 
tions systems,  and  highways.  State 
banks  can't  play  a  leading  role:  Many 
are  strapped  for  cash  because  they  have 
to  bail  out  unprofitable  state  enterprises 


that  keep  millions  of  workers  employed. 

Enter  gitic  with  its  arsenal  of  the 
latest  financial  techniques,  such  as  risk 
management  and  currency-linked  bor- 
rowing. "When  we  talk  about  sophisticat- 
ed things,  they  understand  us,"  says  the 
Guangzhou-based  Timmy  Chan,  vice- 
president  and  South  China  operations 
head  of  Citibank.  Officials  from  the 
southern  city  of  Nanhai,  for  example, 
recently  visited  Huang  in  search  of  funds 
for  a  new  power  plant.  He  urged  them 
to  turn  to  U.S.  investment  houses.  "You 
can  sell  shares  of  your  [old]  plant  to 
Goldman  Sachs  and  use  that  to  invest  in 
a  new  plant,"  he  recommended. 

GITIC  makes  commercial  loans,  issues 
bonds,  and  trades  securities.  Its  two  se- 
curities departments  rank  near  the  top 
traders  in  terms  of  volume  on  the  Shen- 
zhen stock  exchange.  And  gitic  is  also 
issuing  renminbi  loans,  creating  on-line 
financial  services  and  financial  software, 
and  converting  enterprises  to  sharehold- 
ing entities. 

In  its  latest  move,  the  company  is 
planning  to  underwrite  share  issues  in 
Shanghai  and  Shenzhen,  China's  two 
fledgling  bourses,  as  well  as  in  Hong 
Kong  and  Canada.  In  1993,  GITIC  helped 
nine  companies  make  the  transition  from 
state  enterprises  to  shareholding  compa- 
nies. Now,  gitic  wants  to  underwrite 
B-shares— or  those  sold  to  foreigners— of 
two  local  manufacturers.  "Our  priority  is 
to  issue  more  public  bonds  and  stocks 
this  year,"  says  Huang. 
driving  force.  In  the  coming  year, 
Huang  also  intends  to  set  up  a  Guang- 
dong investment  fund  in  the  U.  S.  or 
Hong  Kong  to  raise  money  for  major 
projects  within  the  province.  He  wants 
to  help  sponsor  several  joint-venture 
companies  in  Guangdong  to  be  listed 
on  foreign  exchanges.  He  is  also  plan- 
ning to  create  a  joint  venture  with  an 
American  investment  house  that  will 
buy  shares  in  power  plants,  bridges, 
and  freeways. 

Huang  is  the  driving  force  behind  all 
these  plans.  While  Di  Changyun  is  the 
chairman,  Huang  runs  the  operation.  He 
spends  an  average  of  14  hours  a  day  on 
the  job,  though  he  breaks  for  lunch  at 
noon  and  a  nap  at  one.  The  day  often 
ends  at  10  p.m.— and  he  may  stretch  it 


REAL  ESTATE/C0NSTRUCTI0 


2S  bonds  in  Tokyo,  London,  New 
nd  Hong  Kong 

'ides  funding  for  power  plants,  highl- 
and bridges 

ds  in  trading  volume  on  the  Shen- 
ock  exchange 

ds  state  enterprises  privatize 


►  Dominates  Guangdong  market,  with 
more  than  200  projects  worth  $232  million 

►  Owns  plants  that  make  cement,  alu- 
minum, and  glass 

►  Operates  20  hotels  throughout  China 

►  Has  investments  in  the  U.S.,  Thailand, 
Hong  Kong,  and  Macao 


LEASING 


►  Helps  companies  lease  advanced  tech- 
nology and  equipment 

►  Has  imported  1 50  production  lines 
worth  $360  million 


DATA:  GITIC,  BUSINESSWEEK 
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another  hour  to  hit  GITIC's  karaoke  bar. 

Huang  has  always  been  enterprising. 
Born  in  1940  to  peasants  in  Guangdong, 
Huang  attended  Zhongshan  University, 
majoring  in  "philosophy,"  also  known  as 
Marxist-Leninist-Maoist  thought.  After 
graduating,  Huang  worked  first  as  a 
teacher  and  then  as  a  government  eco- 
nomic analyst.  When  Deng  Xiaoping's 
reforms  began  opening  China  to  foreign- 
ers in  1979,  Huang  became  secretary  to 
the  vice-governor  of  Guangdong.  In  1983, 
he  moved  to  gitic. 

Over  the  past  11  years, 
Huang  has  risen  through 
the  ranks,  becoming  presi- 
dent in  1990.  From  that 
position,  he  has  been  the 
ultimate  salesman  for 
Guangdong.  While  on  a 
road  show  last  year  orga- 
nized by  CS  First  Boston 
and  Bear  Stearns,  the  two 
underwriters  of  GITIC's  $150 
Yankee  bond,  he  sold  fund 
managers  on  GITIC's  worth. 
"Huang  can  sit  down  with  a 
guy  and  let  him  know  that 
[Huang's]  got  his  finger  on 
the  pulse  of  what's  happen- 
ing," observes  David  P. 
Walker,  managing  director 
of  CS  First  Boston  (Hong 
Kong)  Ltd. 

POWER  PERKS.  Now  that 
he's  risen  to  the  top,  Huang 
enjoys  the  benefits  that 
come  to  China's  well-con- 
nected new  elite.  While  his 
salary  isn't  up  to  Western 
standards,  there  are  other 
perks.  With  his  wife  and 
younger  son,  he  lives  in  a  4- 
bedroom  apartment— pala- 
tial in  China.  His  eldest  son 
studies  international  finance 
at  the  University  of  South- 
ern California.  Huang  rides 
to  work  in  a  silver-grey 
Lexus  with  smoked  win- 
dows. A  Mercedes  sedan  in 
the  GITIC  garage  is  at  his 
disposal.  Over  dinner  at  the  restaurant 
in  his  headquarters,  Huang  boasts  about 
how  service  has  improved:  He  has  made 
waiters  wear  gloves  when  handling  ex- 
pensive bottles  of  wine  so  their  body 
heat  won't  disturb  the  contents. 

Like  the  heads  of  most  Chinese  com- 
panies, Huang  makes  all  key  decisions  at 
GITIC.  He  does,  however,  send  subordi- 
nates overseas  for  international  train- 
ing. GITIC  has  offices  in  Hong  Kong,  Ma- 
cao, Thailand,  the  U.  S.,  Australia,  and 
Malaysia  that  are  involved  in  finance 
and  real  estate.  Patrick  Li,  for  exam- 
ple, worked  in  gitic's  San  Francisco  of- 


fice for  five  years  before  returning  to 
Guangdong  where  he  is  the  treasury  di- 
vision manager. 

The  way  Huang  runs  GITIC  is  one  rea- 
son McDonald's  Inc.  selected  it  out  of  15 
contenders  to  be  its  joint-venture  part- 
ner. Since  GITIC  itself  is  part  of  the  gov- 
ernment, the  company  has  unequaled 
guanxi,  or  connections,  among  local  offi- 
cials. As  a  result,  GITIC  knows  how  to 
work  the  system  to  get  licenses  quickly. 
Without  guaruci,  companies  can  see  bu- 


lls 

C! 


reaucrats  tie  up  the  process  forever. 
"They  know  the  local  environment,"  says 
James  Chu,  vice-president  of  McDon- 
ald's China  Development  Co.  "They  went 
directly  to  the  right  people,  and  the  pro- 
cess was  smooth." 

Those  connections  also  represent  the 
greatest  drawback  gitic  faces.  As  a 
wing  of  the  government,  GITIC  must 
make  loans  or  back  projects  that  the 
government  deems  worthy,  regardless 
of  profitability.  Recently,  a  Guangdong 
company  not  backed  by  GITIC  defaulted 
on  a  loan  to  Japanese  bankers,  and  the 
province  asked  GITIC  to  make  good  on 


the  loan.  Says  Li:  "To  protect  the  repu 
tation  of  the  province,  we  were  given  in 
structions  to  pay  the  loan."  Furthe 
more,    since    public    housing  is 
government  priority,  some  of  GITIC's  ne 
housing  units  are  priced  at  levels  fa 
lower  than  the  market  value. 

While  GITIC  is  big  in  its  home  prov 
'ince,  it  hasn't  become  a  major  player  i 
other  parts  of  China.  "GITIC  is  still  ver 
local,"  says  Meocre  Li,  managing  partne 
of  Arthur  Andersen  &  Co.  in  Honj 
Kong.  In  contrast,  Beijing' 
CITIC  is  extremely  active  ii 
Hong  Kong  and  throughou 
China.  On  Apr.  23,  erne  an 
nounced  plans  to  take 
55%  stake  in  a  $200  millio: 
retail  and  office  complex  ii 
Shanghai. 

Some  analysts  questioi 
whether  Huang  can  handl 
the  company's  ambitiou 
agenda.  They  worry  tha 
GITIC  is  getting  into  to 
many  diverse  projects.  "I 
GITIC  really  does  move  ii 
all  these  different  direc 
tions,  I'd  be  cautious  ant 
concerned,"  says  an  Ameri 
can  banker  in  Hong  Kong 
"How  are  they  going  t 
manage  such  a  divers' 
portfolio?" 

HIGH  INTENSITY.  Huang  i 
making  some  adjustment 
He's  in  the  process  < 
streamlining  each  divisioi  > 
into  five  corporate  entities  ; 
hotel    management  am 
tourism,  real  estate,  cor  jfSt 
struction,  power  and  trans 
portation,  and  overseas  op  js 
erations.  "This  will  hel  y 
unify  management  and  un. 
fy  business  transactions 
together,"  he  says.  He  als 
knows  that  he  needs  mor  :, 
white-collar  employees 
help  supervise  his  work 
force  of  6,000. 

For  the  moment, 
least,  Huang  is  relying  heavily  on  hi  r 
own  intensity.  During  a  meeting  at  Gil 
IC  headquarters  with  J.  Michael  Clal  \, 
terbuck,  senior  vice-president  of  Ler.  jj 
man  Brothers  Asia  Ltd.,  Huang  explain  ;c 
how  gitic  wants  to  set  up  a  fund  tha  j. 
would  allow  foreigners  to  invest  in  pow  s, 
er  plants,  freeways,  bridges,  and  othe 
projects.  "We  want  more  foreign  capital.  f 
Huang  says.  "As  you  invent  new  final 
cial  products,  come  and  introduce  ther 
to  us."  That's  a  message  being  repeate 
all  across  China. 

Bti  Joyce  Banmthan  in  Guangzhoi 
with  Bruce  Einhorn  in  New  York 
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IDEL'S  END  RUN 
(ROUND  UNCLE  SAM 


uba  is  attracting  more  foreign  investors — despite  the  American  embargo 


■fe  ows  of  Mitsubishi 

Ur  minivans,  Toyo- 
l^Lvtas,  and  Subarus 
sstle    between  huge 
sw  warehouses  stocked 
ith      canned  food, 
othes,  and  machinery 
i  Havana  In-Bond,  a 
uasi-free-trade  zone  on 
le  capital's  outskirts, 
he    warehouses  are 
waging  areas  for  goods 
itering  Cuba,  often  des- 
ned  for  the  hotels  and 
;her  businesses  Cubans 
*e  setting  up  with  for- 
gn  partners.  More  than 
I  trading  companies, 
ith  headquarters  from 
anama  City  to  Madrid, 
3w  operate  in  the  zone. 
Driving  along  the  malec&n,  Havana's 
.mous  seawall,  Carlos  Lluna  dodges  bi- 
bles and  buses  while  fielding  calls  on 
s  cellular  phone.  The  32-year-old  Span- 
h  businessman  supervises  Intectur  Ca- 
be,  an  affiliate  of  a  Spanish  hotel-ser- 
ces  supplier.  But  so  many  foreign 
impanies  sought  its  advice  on  doing 
isiness  in  Cuba  that  Lluna  set  up  a 
iparate  consultancy  to  help  them.  "Our 
arket  is  the  future,"  he  beams. 
irf  rush.  While  Americans  are  barred 
I  the  U.S.  embargo  from  doing  busi- 
es with  Cuba,  competitors  from  else- 
here— Canada,  Mexico,  Europe,  and 
ren  Israel— are  moving  in.  They  are 
aking  out  business  turf,  from  mining  to 
:ach  hotel  sites.  By  themselves,  these 
>als  won't  solve  Cuba's  economic  prob- 
ns.  But  they  are  providing  technology, 
anagement,  and  marketing  links  and 
lping  reconnect  Cuba  to  the  world— in- 
iding  the  U.S.'s  two  partners  in  the 
>rth  American  Free  Trade  Agreement. 
All  this  comes  as  the  U.S.  is  trying  to 
jhten  the  screws  on  Havana  with  the 
92  Cuban  Democracy  Act,  which  ex- 
ids  the  embargo  even  to  foreign  sub- 
liaries  of  U.S.  companies.  Its  aim  is  to 
essure  Fidel  Castro  to  liberalize  his 
pme.  The  drawback,  however,  is  that 
ler  nations  reject  it.  Mexico,  for  exani- 
i,  "always  considered  that  the  embar- 
served  more  to  isolate  than  to 
ange,"  says  Andres  Rozental,  Mexi- 
s  Under  Secretary  for  Foreign  Rela- 
ns.  "The  proof  of  the  pudding  is  that 
stro  is  still  there." 


CANADIAN  DRILLING  COMPANIES  ARE  HELPING  LIFT  OUTPUT 


Indeed,  Castro  seems  to  be  end-run- 
ning his  U.S.  foes.  On  Apr.  22-24,  he 
attracted  210  Cuban  emigres  from  Flor- 
ida and  other  havens  to  a  conference  in 
Havana.  Some  exile-run  companies  may 
invest  in  Cuba.  But  so  far,  the  biggest 
influx  has  been  the  boom  in  hotels  built 
or  managed  by  Spanish,  Canadian,  and 
Mexican  operators.  Tourist  revenues  are 
expected  to  total  $900  million  this  year, 
overtaking  sugar  exports  as  Cuba's  top 
hard-currency  earner. 

For  Canadians,  Cuba's  allure  is  far 
more  than  sun  and  sand.  Metals  compa- 
ny Sherritt  Inc.,  which  bought  an  esti- 
mated $55  million  worth  of  Cuban  nick- 
el last  year  for  its  Alberta  refinery,  is 
helping  upgrade  plants,  while  six  Cana- 


dian companies  are  exploring  for  gold 
and  other  minerals. 

Mexico  is  playing  a  major  role  in  help- 
ing Cuba  beat  the  embargo.  The  biggest 
deal  may  involve  the  Mexican  govern- 
ment itself.  Mexpetrol,  a  company  part- 
ly owned  by  state  oil  company  Pemex,  is 
negotiating  a  venture  to  reopen  Cuba's 
mothballed  Cienfuegos  refinery  to  pro- 
cess and  reexport  Mexican  crude.  Ce- 
mentos  Mexicanos  is  even  negotiating 
a  deal  to  operate  a  plant  outside  Havana 
that  Castro  confiscated  in  1960  from 
Connecticut's  Lone  Star  Industries  Inc. 
"I  am  shocked  at  the  conduct  of  Cemex 
and  the  Mexican  government,"  says 
Lone  Star  Chairman  David  W.  Wallace. 
losing  out.  Other  U.  S.  executives  are 
not  happy  about  being  kept  out  of  Cuba. 
Because  of  the  U.  S.  ban  on  telecommu- 
nications investment,  CEO  Bernard  J. 
Ebbers  of  ldds  Metromedia  in  Jackson, 
Miss.,  warns  that  "opportunities  may  be 
lost  to  our  competitors  from  other  na- 
tions." Britain's  Cable  &  Wireless,  for 
one,  is  discussing  proposals  to  upgrade 
Cuba's  phone  system.  And  Carlos  Slim, 
chairman  of  Telefonos  de  Mexico,  visited 
Havana  recently,  seeking  such  a  role. 

Among  exiles  who  worry  that  the 
chance  to  shape  the  "new  Cuba"  is  being 
lost  to  foreign  companies  is  Luis  S.  Men- 
dez,  a  former  senior  executive  at  First 
Boston  Corp.  and  Morgan  Stanley  &  Co. 
He  persuaded  Western  Union  Financial 
Services  Inc.  to  apply  to  the  U.S.  Treas- 
ury for  permission  to  open  an  office  in 
Havana  to  handle  money  Cuban-Ameri- 
cans send  home.  Although  the  project  is 
on  hold,  Mendez  believes  such  business 
initiatives  are  "the  best  way  to  achieve 
the  Cuba  I  want  to  live  in  and  the  one 
the  U.S.  wants  to  do  business  with." 
But  until  U.S.  policy  shifts,  the  busi- 
ness will  be  done  by  foreign  rivals. 

By  Gail  DeGeorge  in  Havana  and 
John  Pearson  in  New  York,  with  Wil- 
liam C.  Symonds  in  Toronto  and  Geri 
Smith  in  Mexico  City 


THE  GROWING  BUSINESS  STAKE  IN  CASTRO'S  CUBA 


1  Company 

Headquarters 

Business                                               Investment  (Millions)  1 

MEXPETROL 

MEXICO 

Proposes  upgrade  of  Cienfuegos  refinery 
to  process  Mexican  crude  for  reexport 

$100 

SHERRITT 

CANADA 

Helping  modernize  nickel  plants, 
importing  nickel  to  Alberta  refinery 

NA 

CANADA  CANADA 
NORTHWEST  ENERGY 

Drilling  exploratory  offshore  oil  well, 
expanding  output  of  old  onshore  fields 

NA 

CEMENTOS 
MEXICANOS 

MEXICO 

Setting  up  joint  venture  with  Cuban  state 
company  to  operate  cement  plant 
expropriated  from  Lone  Star  Industries 

40 

BM 

ISRAEL 

Managing  1  15,000-acre  joint-venture 
citrus  plantation,  marketing  fruit  in  Europe 

22 

TIMSA 

DATA:  BUSINESSWEEK 

MEXICO 

Operating  cellular-phone  systems  in 
Havana  and  Varadero 

8 
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MEXICO  I 


CRISIS,  51 
—PANIC  NO 


How  Mexico  is  scrambling  to  soothe  anxious  global  investors 


For  Mexico's  rulers,  this  year 
has  been  one  brush  fire  after 
another:  guerrilla  revolts,  a 
political  assassination,  kidnappings, 
devaluation  of  the  peso,  and  a  $5 
billion  outflow  of  capital  drawing 
down  once  hefty  foreign  exchange 
reserves.  To  prop  up  the  currency, 
ward  off  a  stock  market  slump, 
and  soothe  foreign  investors, 
officials    doubled  interest 
rates,  to  18%.  Then,  in  late 
April,  they  inked  a  $6.7  bi 
lion  currency-backup  dea 
with  the  U.  S.  and  Canada. 
So  far,  such  steps  have  mini- 
mized the  damage. 

But  there's  no  denying  it: 
Mexico  is  in  crisis-manage- 
ment mode  as  the  country 
approaches  the  August  pres- 
idential elections.  For  one 
thing,  the  sky-high  interest 
rates— Mexico's    cure  for 
international  investor  jitters- 
are  likely  to  keep  economic  growth 
at  zero  at  least  until  the  elections. 
And  though  life  had  returned  more 
or  less  to  normal  after  the  assassi- 
nation of  Luis  Donaldo  Colosio,  the 
candidate  of  the  ruling  party,  anx- 
iety has  been  fueled  by  the  sec- 
ond kidnapping  of  a  prominent  ex- 
ecutive in  six  weeks.  Angel  Losada 
Moreno,  the  vice-chairman  of  re- 
tailer Grupo  Gigante,  was  seized 
by  six  gunmen  in  Mexico  City  on 
Apr.  25. 

tempted.  It's  against  this  tense 
backdrop  that  Ernesto  Zedillo 
Ponce  de  Leon,  the  new  candidate 
of  the  Institutional  Revolutionary  Party 
(PHD,  is  gearing  up  his  campaign.  In- 
itially dismissed  as  a  number-cruncher, 
Zedillo,  42,  has  shown  some  political  sav- 
vy, reassuring  voters  that  the  economic 
jitters  are  temporary.  "We  have  this 
short-term  noise.  But  in  1995  the  econo- 
my will  be  growing,"  Zedillo  predicted  in 
an  interview  with  business  WEEK  in  his 
campaign  headquarters. 

Yet  at  a  time  when  election  pressures 
might  normally  be  tempting  the  govern- 
ment to  spend,  Mexico's  fabled  techno- 
crats are  forced  to  pledge  fiscal  rectitude 
so  as  not  to  scare  off  investors.  Balanc- 


THE  STOCK  MARKET:  FAST-RISING  EXPORTS  HAVE  HELPED 


ing  the  budget  this  year  will  be  a  daunt- 
ing task.  Analysts  say  Mexico  spent  at 
least  $5  billion  in  recent  weeks  to  prop 
up  the  peso  and  stem  capital  flight, 
which  lowered  reserves  to  an  estimated 
$19.5  billion.  Budgeters  must  scramble  to 
compensate  for  a  drop  in  oil  prices,  tax 
revenue  lost  because  of  the  recession, 
and  a  $.'5.6  billion  rise  in  the  cost  of  ser- 
vicing the  $40  billion  domestic  debt. 

What's  more,  officials  have  had  in  ac- 
commodate such  unforeseen  expenses  as 
a  $5  million-a-month  bill  for  leasing  15 
military  helicopters  to  patrol  Mexico's 
power  lines,  which  were  hit  by  two  ter- 
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rorist  bombs  in  January.  The  goverr 
ment  raised  cash  by  selling  off  its  r( 
maining  shares  in  two  privatized  bank;1 
After  discreetly  unloading  $1.2  billion  i 
Telefonos  de  Mexico  shares  in  Febrv 
ary,  the  government  planned  to  issu 
$500  million  in  convertible  bonds  for  th 
rest  of  its  Telmex  holdings  in  cominj 
weeks.  If  more  cash  is  needed,  the  statl 
hopes  to  sell  a  $700  million  stake  in  thf 
Mexico  City-Cuernavaca  toll  higl 
way.  "The  trick  is  to  make  surj 
you  have  adequate  internationd 
reserves,"  says  one  government 
strategist.  "This  shock  will  be  trai» 
sitory." 

That  message  helped  bolster 
group  of  institutional  investors,  le 
by  Merrill  Lynch  &  Co.,  that  visii 
ed  Mexico  City  in  late  April.  F 
nance  Minister  Pedro  Aspe  re  P 
assured   the  group  that  ther 
would  be  no  major  economic  sui  r 
prises  and  that  the  governmen  k 
would  defend  the  peso.  Zedillo,  txx 
addressed  the  visitors,  insistin 
that  he  would  win  the  election  an 
reassuring  them  of  Mexico's  long 
term  potential.  The  investors  neec 
ed  soothing;  many  of  them  ha' 
suffered  foreign  exchange  an 
stock  market  losses  in  the  hur 
dreds  of  millions  of  dollars  in  th 
past  weeks. 

less  fraud?  A  few  other  bits 
good  news  helped  the  Mexican 
make  their  case.  Nonoil  export: 
which  already  were  growing  at  a 
annual  rate  of  27.5%  in  the  firs 
two  months  of  the  year,  should  b 
boosted  further  by  the  peso's  de 
valuation.  And  officials  point  ou 
that  the  pacta,  the  wage  and  pric 
agreement  by  the  government 
unions,  and  corporate  leaders,  wi 
help  prevent  the  devaluation  fror 
becoming  inflationary. 

Whether  the  environment  re 
mains  investor-friendly  depend 
largely  on  the  election  outcome 
Thanks  to  the  guerrilla  revolt  i 
Chiapas  state  and  to  widesprea 
demands  tor  more  democracy,  the  Ai 
gust  vote  is  shaping  up  to  be  the  faires 
ever  held  in  Mexico,  monitored  by 
newly  independent  Federal  Electoral  Ir 
stitute  and  foreign  poll  observers.  Tha 
reduces  the  chances  for  the  PRI,  whic 
has  held  power  for  65  years,  to  us 
fraud  to  win.  Zedillo  vows  he  would  de 
nounce  any  attempts  at  fraud.  "I  don' 
want  anything  to  happen  that  could  blu 
my  victory,"  he  says.  But  between  th  " 
political  uncertainties  and  punishing  fis  ^ 
cal  demands,  Zedillo  has  four  Ion;  : 
months  ahead  of  him. 

By  Geri  Smith  in  Mexico  Cit 
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ZEDILLO:  'WE  HAVE  THIS  SHORT-TERM  NOISE' 


RI  Presidential  candidate  Ernesto  Ze- 
lillo  Ponce  de  Leon,  42,  appeared  self- 
onfident  as  he  sank  into  a  sofa  at  par- 
y  headquarters  to  talk  with  BUSINESS 
VEEK  Mexico  City  Bureau  Chief  Geri 
tmith  on  Apr.  26.  Excerpts  from  the 
nterview  folloiv: 

On  the  economy:  The  fundamental 
onditions  are  really  good.  We  have 
volved  from  being  a  very  closed  to  a 
ery  open  economy.  We  have  been 
ble  to  negotiate  NAFTA.  We  should 
e  very  optimistic  about  the  medium- 
nd  long-run  prospects. 

On  interest  rates:  I  see  the  high 
iterest  rates  as  a  short-run  phenom- 
non,  derived  basically  from  the  un- 
ertainty  after  Mr.  Colosio's  assassina- 
ion.  In  a  few  weeks'  time,  interest 
ates  will  start  to  drop.  Right  now, 
he  market  has  to  pay  a  high-risk  pre- 
lium.  That's  a  reality  of  the  market, 
nd  you  had  better  accept  that. 

On  growth:  There's  no  certainty 
dien  we  are  going  to  see  significant 


growth,  because  we 
have  this  short-term 
noise.  But  in  1995  the 
economy  will  be 
growing.  The  answer 
to  growth  is  in  pri- 
vate investment.  We'll 
do  whatever  is  need- 
ed to  improve  produc- 
tivity at  the  company 
level,  at  the  worker- 
level.  I  will  also 
spend  more  on  educa- 
tion, health,  and  ba- 
sic services.  I  will  do 
that  within  the  con- 
straints of  a  balanced 
budget,  which  will 
be  possible  because 
growth  will  provide  add 
tional  resources. 

On  rich  vs.  poor:  In  the 

years  ahead,  we  will  correct  [skewed] 
income  distribution  by  using  more  ef- 
ficiently our  most  abundant  resource- 
labor— training  that  labor,  boosting 
wages,  and  thereby  achieving  a  bet- 


ter income  distribution. 

On  the  assassination: 

When  I  am  President, 
if  it  is  not  solved,  I  will 
use  any  resource  at  the 
disposal  of  the  state  to 
investigate.  [Overall] 
we  have  to  review 
laws,  to  truly  profes- 
sionalize the  Mexican 
police,  and  then  see 
that  the  judiciary  is 
really  independent. 

On  Chiapas:  I  reject 
any  violent  action.  But 
once  [the  rebels]  decid- 
ed to  negotiate,  they 
ned  my  respect. 

On  winning:  It's  obvious 
that  the  only  party  that  has 
a  comprehensive  program  to  make  the 
economy  grow  and  produce  the  em- 
ployment people  are  demanding  is  my 
party.  I  am  the  only  candidate  telling 
people  how  to  solve  problems. 


Best  Way  To  Mix  Business  With  Pleasure. 


V 


i&\  «>\os 


Best  Western. 


1994  Best  Western  International.  Inc 


n^^nAirlinesy^ 


There's  no  reason  to  keep  the  two  apart  any  longer.  Gold  Crown  Club  International  points 
e  now  worth  more  than  ever  before.  Best  Western  stays,  American  Airlines  tickets,  Avis  car  rentals, 
irnival  Cruises  and  U.S.  Savings  Bonds  are  just  the  beginning.  To  show  you  we  mean  business,  we've  invested 
ore  than  a  billion  dollars  in  the  past  few  years  to  upgrade  our  properties,  guaranteeing  you  the  quality  you've 
me  to  expect  from  Best  Western.  Just  call  l-800-USE-GOLD  to  join.  Your  membership  is  good  at  over  3,000 
1st  Western  locations  around  the  world.  You  take  care  of  business  now,  and  we'll  take  care  of  the  fun  later. 

all  1-800-528-1234  Or  Your  Travel  Agent  For  Reservations.  Your  Best  Bet  Is  A  Best  Western. 
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"Why  I'm  Moving 
My  IRA  To  Fidelity'' 


Today,  with  more  focus  on  retirement  planning  than  ever 
before,  it's  crucial  that  you  choose  the  right  company  for 
your  IRA.  Fidelity  can  help  you  get  more  of  what  you're 
looking  for  in  performance,  value  and  service. 

The  IRA  With  Fidelity's 
Proven  Fund  Performance 

We  offer  you  a  full  range  of  stock  Hinds  with 
performance  records  that  speak  for  them- 
selves. You  can  choose  from  funds  that  take 
a  balanced  path  to  income  and  long-term 
growth,  to  those  that  take  a  more  aggressive 


Compare  These  Equity 
Choices  For  Your  IRA 


Average  Annual  Returns  f 


1  Year 


5  Year 


Life  of  Fund 


Momingstar" 
Rating 


Fidelity  Puritan  Fund 


21.45°°   14.34°°   14.65°°     *  *  * 

(10  Year)  *  * 


Fidelity  Equity-Income  II  Fund      18  89%     ~     "jS*  V/ 


Fidelity  Growth  &  Income  Portfolio  15  94%  17-25*2/30lf  A^m ***** 


Fidelity  Contratund 


17.78°'°   25.77%   17.30%  *** 

(10  Year)         *  * 


growth  approach.  Each  fund  is  backed  by 
the  management  expertise  that's  helped 
make  Fidelity  America's  largest  stock 
fund  manager.1 


Fidelity 


The  No-Load  No-Fee  IRA  - 
Our  Best  Retirement  Offer  Ever 

Fidelity  has  waived  the  sales  charges 
on  more  than  a  dozen  stock  funds  for  your 
IRA?  And  we've  also  waived  the  IRA  fee  on 
mutual  hind  accounts  with  a  balance  of 
$5,000  or  more  held  in  a  Fidelity  IRA, 3- 4 
or  if  you  trade  at  least  twice  in  your  Fidelity 
Brokerage  IRA.5 

Transfer  Your  Retirement 
Savings  to  Fidelity 

Whether  you  are  transferring  your  IRA  or 
rolling  over  an  eligible  rollover  distribution 
from  an  employer's  plan  to 
a  Rollover  IRA,  Fidelity  will 
help  make  it  easy  for  you. 

Simply  call  todiy  for 
a  free  IRA  fact  kit  and 
ask  about  our  free 
Retirement  Plan- 
ning Guide.  Com 
plete  and  return  your 
application  and  transfer  form, 
and  we'll  handle  the  details. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3898 
Investments* 


2r 

For  more  complete  information  including  charges  and  expenses  call  for  a  free  prospectus,  Read  it  carefully  before  you  invest  or  send  money,  i  Total  returns  for  the  period  ended  1 2/3 1/93 
are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains  Returns  lor  Growth  &  Income  Portfolio  and  Contratund  include  the  effects  of  the  funds' 
3%  sides  charge.  Returns  for  Puritan  Fund  would  have  been  lower  if  its  2%  sales  load  had  been  deducted.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will 
van  and  you  may  have  a  gain  or  loss  when  yon  sell  your  shares.  :  Momingstar  proprietary  ratings  relied  historical  risk-adjusted  performance  as  of  February  2X,  1994.  The  ratings  are 
subject  to  change  every  month  Momingstar  ratings  are  calculated  from  (he  funds'  three-,  live-,  and  1 0-year  average  annual  returns  including  loads,  if  appropriate,  and  a  risk  lactor  that 
reflects  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars.  'Fidelity  manages  over  $145  billion  inequity 
assets.  -This  offer  applies  to  certain  retirement  plans  marketed  and  distributed  directly  by  Fidelity,  fidelity  Magellan  ">  Fund.  Fidelity  New  Millennium  nl  Fund  and  Fidelity  Select  Portfolios® 
are  excluded  (For  Fidelity  'mutual  fund  IRAs,  the  $1(1  annual  IRA  maintenance  fee  will  be  waived  for  mutual  fund  IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  4For  Fidelity 
Brokerage  IRAs,  the  $20  fee  will  be  waived  if  any  Fidelity  mutual  fund  position  is  $5,000  or  more  at  the  time  of  the  fee  billing  or,  if  any  fund  purchased  without  transaction  lees  through 
FundsNetwork™  has  a  balance  of  $5,000  or  more  at  the  time  of  the  hilling.  'For  1994,  the  waiver  is  based  on  trades  from  1 1/1/93  through  10/31/94,  and  applies  to  any  two  trades  made  in 
I  idelity  retirement  accounts  in  your  name.  Trades  in  mutual  hinds,  limited  partnerships  and  certain  other  investments  are  excluded  You  must  have  a  Fidelity  prototype  plan  with  an  FDIC 
insured  custodian/trustee  to  qualify  Call  for  details  Fidelity  Distributors  Corporation  Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  SI  PC 


nternational  Outloo 


EDITED  BY  STANLEY  REED 


lAPAN'S  NEW  PRIME  MINISTER: 
PAWN  IN  A  POWER  GAME? 


Iust  after  Tsutomu  Hata  was  assured  of  becoming  Japan's 
Prime  Minister,  he  called  President  Clinton  and  offered 
him  help  in  getting  the  suspended  trade  talks  back  on 
•ack.  But  the  new  Prime  Minister's  expression  of  goodwill 
lay  not  come  to  much.  Hata's  ruling  coalition  is  splitting 
part,  threatening  his  ability  to  form  a  government.  And 
ven  ii  he  does  manage  to  get  a  Cabinet  approved, 
'ata,  58,  still  seems  too  weak  to  deliver  much  on  trade— or 
nything  else. 

Although  he's  a  veteran  politician  and  Cabinet  minister, 
'ata  is  increasingly  seen  as  a  pawn  in  a  power  game  mas- 
jrminded  by  aspiring  kingmaker  Ichiro 
'zawa.  The  51-year-old  Ozawa  wants  to 
jmplete  the  restructuring  of  Japanese 
olitics  that  he  began  by  engineering  the 
ownfall  of  Japan's  long-ruling  Liberal 
•emocratic  Party  (LDP)  last  year.  Part 
E  his  plan  is  a  downward  shift  of  power 
)  the  generation  in  its  50s.  The  eight- 
lonth  tenure  of  Morihiro  Hosokawa  as 
rime  Minister  was  just  one  step  in  that 
irection.  Now,  Ozawa  aims  to  consoli- 
ate  Japan's  byzantine  political  system— 
rith  its  15  parties— into  a  more  manage- 
ble  two-party  regime.  He  hopes  to  lead 
le  conservative  group. 


HATA  AND  WOULD-BE  KINGMAKER  OZAWA 


&RALYZING.  The  latest  crisis  stems  from  an  effort,  orches- 
■ated  by  Ozav/a,  to  form  a  new  five-party  voting  bloc.  This 
love,  made  just  hours  after  Hata's  election  by  Parliament,  ex- 
uded the  Japan  Socialist  Party,  the  largest  contingent  in  the 
>alition.  They  walked  out  in  a  rage.  Political  analysts  say  Oza- 
a  hopes  that  right-leaning  Socialists,  as  well  as  some  mem- 
3rs  of  the  LDP,  which  still  has  the  largest  parliamentary 
oc,  will  leave  their  own  parties  and  join  his  new  group, 
tiled  Reformation.  But  his  plan  could  well  backfire,  forcing 
irly  elections.  These  would  be  held  under  the  old  rules  that 
vor  the  Socialists  and  the  LDP— not  the  new  ones  that 


Hosokawa  pushed  through  to  shift  power  to  younger,  more  ur- 
ban voters. 

Ozawa's  power  plays  are  paralyzing  the  government.  With- 
out the  Socialists,  Hata  will  have  a  tough  time  passing  a 
budget— let  alone  pushing  through  the  fiscal  stimulus  and 
deregulation  that  the  U.  S.  wants  to  help  narrow  Japan's  $60 
billion  trade  surplus. 

What's  more,  there  is  little  in  Hata's  background  to  suggest 
he'll  prove  a  better  negotiating  partner  for  the  U.  S.  than  his 
predecessors.  Hata  has  long  deferred  to  the  bureaucrats  and 
is  notorious  for  arguing  in  the  mid-1980s  that  Japanese  people 
would  have  trouble  digesting  American 
beef  because  their  intestinal  tracts  were 
shorter.  During  the  ill-fated  trade  talks  in 
February,  "Hata  didn't  show  any  free- 
dom of  action  or  divergence  of  views  from 
the  bureaucrats,"  says  one  U.  S.  official. 

Despite  his  current  reformist  image, 
Ozawa  is  also  far  from  a  gung  ho  market- 
opener.  While  his  best-selling  1993  book, 
Blueprint  far  a  New  Japan,  calls  for  curb- 
ing the  bureaucrats,  Ozawa  enjoys  strong 
ties  to  the  Finance  Ministry.  Analysts 
say  the  reason  he  cannot  step  forward  to 
become  Prime  Minister  is  that  the  post 
would  put  his  aggressive  fund-raising  un- 
der the  spotlight.  "Japanese  people  have  doubts  about  his 
money  links,"  says  Takashi  Kitaoka,  president  of  Mitsubishi 
Electric  Corp. 

Of  course,  Hata  and  Ozawa  are  pragmatists  and  don't  want 
a  blowup  with  Washington.  They  are  counting  on  Japan's  po- 
litical turmoil  to  buy  them  a  few  months'  leeway  before  Wash- 
ington turns  up  the  heat.  Whatever  the  U.  S.  does,  Hata  and 
Ozawa  are  apt  to  respond  with  the  minimum  it  takes  to  head 
off  major  sanctions.  But  that's  about  all  that  can  be  expected 
now  that  Japan  is  back  in  the  slow  lane  on  reform. 

By  Larry  Holyoke  in  Tokyo,  with  Amy  Borrus  in  Washington 


GLOBAL  WRAPUP I 


10SNIA  AND  CHINA 


Call  it  the  Bosnia  Factor.  Worried 
that  President  Clinton  is  perceived 
is  constantly  failing  to  follow  through 
m  his  pledges  to  stand  up  to  foreign 
mllies,  the  White  House  is  toying  with 
lot  fully  renewing  China's  most-fa- 
'ored-nation  (MFN)  trade  status  when  it 
omes  up  on  June  3.  Because  the  Pres- 
cient has  been  savaged  for  not  taking 
•old  measures  to  stop  the  Serbian  at- 
acks  on  the  besieged  Bosnian  city  of 
k>razde,  some  advisers  are  urging  him 
ither  to  revoke  part  of  China's  MFN 
tatus  or  else  to  punish  Beijing  for  hu- 
lan-rights  violations  with  targeted 
anctions. 


RUTSKOI'S  REVENGE 


Alexander  Rutskoi,  Boris  Yeltsin's 
archenemy,  has  come  back  to 
haunt  the  Russian  President.  Rutskoi 
was  jailed  for  his  role  in  last  fall's 
bloody  uprising,  but  he  got  out  of 
prison  after  receiving  a  pardon  from 
Parliament. 

Now,  Rutskoi  says  he  is  ready  to 
lead  the  forces  opposed  to  the  Presi- 
dent. He  may  get  a  chance  to  test  his 
current  popularity  at  a  large  demon- 
stration being  planned  for  May  1  in 
Moscow.  The  emergence  of  Rutskoi  has 
upstaged  a  Yeltsin  effort  to  patch  up 
relations  with  many  of  his  opponents  in 
Parliament. 


SPANISH  BANKS 


anco  Santander  has  won  the  auc- 
tion for  Banco  Espafiol  de  Credito 
(Banesto)— four  months  after  the  Span- 
ish government  intervened  to  prevent 
Banesto's  collapse.  As  Spain's  most  ag- 
gressive and  most  international  bank, 
Santander  was  the  logical  buyer,  but 
its  stock  fell  because  analysts  and  in- 
vestors considered  the  $2.27  billion 
price  for  control  of  Banesto  too  high. 
They  think  it  will  take  several  years 
for  Banco  Santander  to  make  Banesto's 
operations  profitable.  Santander  may 
decide  to  spin  off  some  of  Banesto's 
international  assets,  possibly  to  some  of 
its  own  affiliates. 


NATIONAL  OUTLOOK 


BUSINESS  WEEK/MAY  9,  1994  51 


e  Arts  Business 


SPONSORSHIPS  I 


IMPRESSIONISM 
RIDES  A  RENTAL  CAR 


An  Alamo-sponsored  exhibit  craftily  blends  culture  and  commerce 


Michael  S.  Egan  wants  you  to 
visit  Shinnecock  Bay  on  Long 
Island's  south  shore.  He  wants 
you  to  view  a  historic  church  at  the  cor- 
ner of  Middle  and  Church  Streets  in 
Gloucester,  Mass.  He'd  like  you  to  see 
New  York's  Central  Park  boat  pond,  Un- 
ion Square,  and  McSorley's  bar.  And 


tends  the  show's  opening  festivities  in 
each  city  will  leave  with  custom-made 
travel  guides  directing  them  to  scenes 
in  the  paintings.  Everyone  who  rents 
a  Cadillac  in  the  four  cities  while  the 
show  is  on  will  get  a  guide,  too.  "Very 
clever,"  says  Charles  H.  McCabe  Jr., 
the  Chemical  Bank  executive  vice-pres- 


may  have  found  a  way.  The  brief  bu; 
classy  travel  guides  contain  fold-ou 
maps,  postcards  of  three  paintings,  an<  b 
two  discount  offers.  They  may  evei  in 
yield  media  coverage,  a  rarity  for  art:  Mtl 
sponsorships.  Travel  &  Leisure,  USA  To  « 
day,  and  travel-trade  magazines  may  re  - 
'print  parts  of  the  guide.  Alamo  says. 
"home  RUN"?  The  coupons  offer  multiple 
benefits,  too.  Those  the  Metropolitan  Mu  t  re 
seum  agreed  to  place  in  every  bag  use< 
by  its  12  museum  stores  are  part  of  ai  m 
exhibition  flyer,  which  could  boost  atter 
dance.  Each  time  a  coupon  is  redeemed  I 
the  Met  gets  5%  of  the  rental  fee.  An<  m 
the  coupons  will  provide  clues  to  the  re  Da- 
tura on  Alamo's  spending,  which  art  wk 
sponsors  find  difficult  to  gauge.  "Nothing  i  ti 
I've  seen  is  as  innovative  as  this,"  say  js,p 
Sears  Merchandise  Group  Vice-Presiden  Alai 
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A  lamo  CEO  Egan  at  McSorley's 
Xx. saloon  in  New  York,  and  John 
Sloan's  painting  of  the  bar:  Will  the 
company's  big  investment  pay  off? 


i 

m 
to  \ 


there  are  a  dozen  other  sights  around 
the  U.  S.  the  chief  executive  of  Alamo 
Rent  A  Car  Inc.  thinks  you  should  tour, 
especially  if  you  arrive  in  an  Alamo  auto. 

It's  only  natural  that  Egan  wants  to 
lure  Americans  out  on  the  road.  What's 
surprising  is  the  vehicle  he's  using  to 
do  that:  Alamo  is  sponsoring  an  exhibi- 
tion of  80  paintings  depicting  those 
scenes,  among  others.  "American  Im- 
pressionism and  Realism"  opens  on  May 
10  at  New  York's  Metropolitan  Museum, 
then  travels  over  the  next  year  to  Fort 
Worth's  Amon  Carter  Museum,  the  Den- 
ver Art  Museum,  and  the  Los  Angeles 
County  Museum  of  Art. 

At  each,  museum-goers  will  find  dis- 
count car-rental  coupons  in  the  exhibi- 
tion brochures.  Shoppers  will  get  a  cou- 
pon every  time  they  buy  something  at  a 
museum  store.  And  everyone  who  at- 


ident  who  oversees  cultural  contributions. 

Alamo's  blend  of  culture  and  com- 
merce is  so  crafty,  in  fact,  that  it  may 
send  companies  off  in  new  directions, 
too.  Because  of  economic  pressures  and 
the  greater  need  for  social  philanthropy, 
U.  S.  corporations  have  trimmed  their 
contributions  to  the  arts  by  about  25% 
since  a  1985  peak.  For  the  gap  to  be 
filled,  marketing  departments  will  have 
to  step  in.  They  care  less  about  the  aura 
of  arts  sponsorships  and  more  about 
product  tie-ins.  But  they  don't  want  to 
stir  up  carping  about  the  crass  commer- 
cialization of  culture.  Both  companies 
and  arts  institutions  are  struggling  to 
devise  programs  that  do  more  than  bur- 
nish the  one's  image  without  tarnishing 
the  other's. 

Fort  Lauderdale  (Fla.)-based  Alamo, 
long  known  as  a  pathbreaking  marketer, 


E.  Ronald  Culp,  who  is  surveying  art  ai 
marketing  for  a  forthcoming  article  in  lej 
public-relations  journal.  "I  hope  it's  it - 
home  run.  It  would  do  such  amazin,  |t;r 
things  for  arts  sponsorships." 

Alamo's  effort  didn't  come  cheap  j,  \ 
Egan  paid  the  Met  $2.5  million  for 
package  including  this  show,  a  Williar 
Harnett  exhibition  at  the  Met  in  199£j\  : 
and  a  display  of  36  of  the  Met's  19t  |  (or 
century  paintings  at  the  Fort  Lauderdal  |e 
Museum  of  Art  in  1992.  Throw  in  mone,  |  [ 
for  ads,  and  even  before  coupon  redemp  ^ . 
tions  and  the  guide's  production  costs  it , 
Alamo  is  paying  $3  million.  For  that, 
could  have  bought  53  full-page,  four-co  ijr,, 
or  ads  in  The  New  York  Times  Sunda;  ^  \ 
Travel  section.  Or  it  could  have  undei en- 
written  a  blockbuster— a  Matisse  retrc 
spective,  for  example. 

But  Egan  says  the  sponsorship  "isn' 
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e  Corporation 


GIANT  STEPS 

FOR  SMALL  BUSINESS 


Erskine  Bowles's  reforms  are  turning  the  torpid  SBA  around 


truistic.  New  Yorkers  are  a  big  source 
E  our  business.  It's  a  way  of  saying 
hank  you,'  and  when  'thank  you'  is  said 
ncerely,  it's  remembered."  Egan  has 
ever  studied  whether  Alamo's  arts 
)ending  pays  off,  partly  because  he 
sars  what  the  numbers  might  show. 
Another  part  is  that  this  is  about  what 
au  want  to  be,  not  what  some  num- 
sr  says  you  should  be,"  he  adds. 

And  for  all  of  Egan's  success  in  ex- 
mding  Alamo  into  the  nation's  No.  3 
ir  renter,  many  still  think  of  it  only 
i  connection  with  vacation  spots.  Now, 
lamo's  image  may  catch  up  with  real- 
y.  The  link  with  top  museums  should 
sip  counter  the  spotty  image  Alamo 
lares  with  other  rental  companies,  all 
larged  with  misleading  ads  and  dubious 
"actices.  Maybe  that's  why,  when  asked 
yw  the  Met  courted  him,  Egan  says:  "I 
as,  perhaps,  wooing  them." 

Alamo  worked  to  make  the  most  of 
le  association,  though.  Emily  K.  Raffer- 
I  the  Met's  vice-president  for  devel- 
jment,  says  museum  staff  and  Alamo 
ffered  only  on  "the  wording  and  look  of 
lings."  Alamo  wanted  to  use  a  car  im- 
;e  in  ads,  an  idoa  the  Met  nixed.  But 
le  museum  had  no  qualms  about  the 
>upons,  which  bother  many  museum 
Irectors.  "I'd  never  do  it,"  sniffs  one, 
)ut  the  Met  will  get  away  with  it  be- 
luse  it's  the  Met." 

mvate  passion.  Observers  believe  Ala- 

0  got  a  good  deal— despite  the  price. 
3veral  note  that  any  Impressionism 
iow  will  draw  a  big  crowd.  And  David 
ssnicow  of  Resnicow  Schroeder  Asso- 
ates,  a  public-relations  firm  that  helps 
sign  sponsorships,  likes  how  the  pro- 
■am  "engages  people.  Whether  the  cou- 
ins  are  used  is  immaterial— they  leave 

1  imprint  that's  deeper  and  lasts  longer." 
Egan,  who  owns  more  than  half  of 
e  private  $1.2  billion  company,  can  af- 
:rd  to  care  less  about  his  return  than 
ii  CEOs  of  public  companies.  He  admits 

amo  wouldn't  be  sponsoring  this  show 
jre  it  not  for  his  interest  in  art.  As  a 
ild,  prompted  by  his  mother,  a  painter, 
learned  sculpture.  He  then  took  up 
afting  and  design,  and  later,  oil  paint- 
g.  Nowadays,  he  can  sometimes  be 
and  painting  landscapes  en  plein  air  in 
orida  or  Nantucket,  where  he  sum- 
3rs.  Egan  also  collects— contemporary 
t  for  the  office  and  American  land- 
ipe  paintings  for  his  home. 
To  Egan,  American  art  is  a  perfect 
itch  for  Alamo.  "The  urge  to  travel  is 
rt  of  what  we  are  as  Americans,"  he 
/s.  That  explains  why  Egan  plans  to 
id  more  shows  on  the  theme  "Alamo 
ross  America."  And  it's  why  Alamo  is 
a  of  the  few  companies  to  hike  arts 
mding  in  1994.  Museums  are  hoping 
it  Alamo  is  again  leading  the  pack. 
By  Judith  H.  Dobrzynski  in  New  York 


When  Edward  R.  Power  want- 
ed to  refinance  $170,000  in 
loans  for  his  Calhoun  (Tex.) 
hardware  store  three  years  ago,  he  de- 
cided to  apply  for  a  guarantee  from  the 
Small  Business  Administration— a  guar- 
antee that  would  get  him  a  lower  inter- 
est rate.  But  when  Power  got  the  SBA 
forms,  he  found  a  stack  of  paperwork 
more  than  an  inch  thick  that  repeated 
many  of  the  questions  his  banker  al- 
ready asked.  The  task  was  so  daunting 
that  he  even  considered  hiring  a  pro- 
fessional "loan  packager"  to  fill  out  the 
forms.  "I'd  still  have  had  to  spend  about 
three  weeks  on  the  paperwork,  so  I  said 
to  heck  with  it,"  Power  recalls. 

Still  smarting  from  his  first  run-in 
with  the  SBA,  Power  was  skeptical  when 
he  returned  to  the  agency  earlier  this 
year  at  his  banker's  urging.  He  wanted  a 
guarantee  for  a  $50,000  loan  to  expand 


his  $320,000  business.  This  time  around, 
Powers  filled  out  a  one-page  application. 
His  guarantee  and  loan  came  through  in 
just  five  weeks.  "It  was  easy,"  he  says. 
Even  better,  Powers  used  the  loan  to 
add  as  many  as  60  new  products  to  his 
store.  Already,  sales  are  up  33%. 

Fortunately  for  entrepreneurs,  Pow- 
er's second  experience  with  the  SBA  is 
becoming  more  common  than  his  first. 
Under  the  leadership  of  Administrator 
Erskine  B.  Bowles,  the  agency  is  slowly 
changing  its  popular  reputation  as  a 
scandal-ridden,  bureaucratic  backwater 
that  did  more  to  stymie  small  business 
than  aid  its  growth.  Since  taking  over  as 
SBA  boss  a  year  ago,  the  49-year-old  for- 
mer investment  banker  has  slashed  the 
agency's  infamous  red  tape  and  speeded  | 
the  approval  process  for  guarantees  on  1 
small  loans.  | 

More  significant,  Bowles  is  trying  to  £ 
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funnel  more  capital  to  small  business- 
es. This  year,  the  sba  plans  to  double,  to 
$65  million,  its  budget  for  microloans 
under  $25,000.  Bowles  is  also  trying  to 
increase  the  comfort  level  of  venture 
capitalists  by  providing  long-term  financ- 
ing, not  just  loan  guarantees,  to  help 
fast-growing  startups.  "We  are  starting 
to  see  change,"  says  Bowles.  "But  it 
doesn't  happen  overnight." 

While  Bowles's  support  for  the 
Clinton  Administration's  health-care 
package  has  alarmed  many  in  the  small- 
business  world,  his  reforms 
have  won  the  agency  some 
much  needed  respect.  "I 
would  give  him  a  B+.  So  far, 
it's  very  impressive,"  says 
John  Paul  Galles,  executive 
vice-president  of  National 
Small  Business  \  Inited,  a  lead- 
ing lobbying  group  for  small 
companies. 

NEW  CLIMATE.  That  endorse- 
ment is  quite  a  departure 
from  the  way  the  sba  tradi- 
tionally has  been  seen.  Be- 
cause of  loose  controls,  some 
private  investors  have  been 
convicted  of  misusing  SBA- 
guaranteed  loans.  And  for 
years,  the  agency  was  regard- 
ed as  a  political  dumping 
ground:  Its  last  three  admin- 
istrators were  failed  senatori- 
al candidates.  Allegations  of 
influence  peddling  have  been 
common  at  the  agency. 

Not  that  the  SBA  today  is 
free  of  political  influence.  Bowles,  a  long- 
time Democratic  fund-raiser,  was  active 
in  the  Clinton  campaign.  But  he  also 
knows  something  about  small  business. 
After  a  stint  at  Morgan  Stanley  &  Co.  in 
New  York,  Bowles  returned  to  his  native 
North  Carolina  and  founded  Bowles  Hol- 
lowell  Conner  &  Co.  to  provide  invest- 
ment-banking services  for  small  and  mid- 
size busines 

Bowles  has  moved  quickly  to  change 
the  atmosphere  at  the  agency.  After 
meeting  with  bankers,  small-business 
owners,  and  SBA  !  Id  employees,  Bowles 
is  moving  210  sta  I  rs  from  the  SBA's 
Washington  offic  I  its  10  regional 
headquarters  into  t  *BA's  68  field  of- 
fices to  improve  sei  .  That's  only  a 
small  fraction  of  the  'i,400-strong 
staff,  but  the  transit  are  helping. 
James  W.  Shelton,  a  1<  cer  with 

Richmond  (Va.)  based  Cn.  r  Bank  Inc., 
says  he  now  discusses  apj  i  ions  with 
the  local  SBA  office  befor  omitting 
them  to  clear  up  any  questic  As  a  re- 
sult, he  has  slashed  his  loan  ntee 
approval  time  in  half,  to  a  >ne 
week.  "Several  years  ago,  you  n't 


even  reach  them,"  he  says  of  the  sba. 

The  introduction  of  streamlined  loan- 
guarantee  forms  has  also  gone  a  long 
way  toward  improving  turnaround  time 
for  applications.  Under  the  SBA's  new 
low-documentation  program,  borrowers 
such  as  Power,  who  want  guarantees 
for  loans  under  $50,000,  fill  out  a  single- 
page  application.  That's  a  far  cry  from 
the  roughly  150  pages  applicants  used  to 
struggle  through.  Borrowers  still  have  to 
provide  collateral  and  fill  out  extensive 
applications  for  their  bankers. 


CHANGING  THE  SBA 


BUREAUCRACY  Bowles  has  slashed  the  paperwork  needed 
to  obtain  guarantees  for  small  loans.  He  is  also  transferring 
210  staffers  from  SBA's  Washington  office  and  regional 
headquarters  to  68  field  offices. 

FUNDING  The  SBA  this  year  plans  to  double  to  $65  million 
its  budget  for  microloans  under  $25,000.  Bowles  will  also 
test  a  program  this  summer  to  preapprove  guarantees  for 
women  entrepreneurs  to  speed  bank  lending. 

PRIVATE  CAPITAL  To  attract  venture  capitalists  and  other 
private  investors,  the  SBA  will  go  beyond  issuing  loan  guar- 
antees and  will  provide  long-term  financing  to  help  fast- 
growing  small  businesses. 

REGULATIONS  Bowles  has  set  up  a  task  force  of  federal  reg- 
ulators from  agencies  such  as  the  EPA  and  IRS  to  study  ways 
to  ease  regulatory  burdens  on  small  business. 

EXPORTS  To  promote  overseas  sales  by  small  business,  the 
SBA  and  other  agencies  are  establishing  1 4  regional  centers 
to  provide  export  advice  and  information. 


More  ambitious  are  the  sba's  plans 
to  overhaul  the  Small  Business  Invest- 
ment Co.  program.  This  allowed  private 
investors  to  establish  sbics  by  invest- 
ing a  minimum  of  $2.5  million.  They 
then  could  raise  more  funds  by  issuing 
SBA-guaranteed  debt.  In  theory,  the  com- 
bination of  debt  and  equity  would  create 
a  pool  of  capital  that  would  be  invested 
in  startups.  In  practice,  however,  the 
startups  took  a  while  just  to  break  even. 
And  without  any  cash  flow,  many  SBICs 
went  under  just  trying  to  pay  off  their 
SBA-guaranteed  debt.  Roughly  200  SBICs 
are  now  in  liquidation. 

Now,  under  a  plan  approved  by  Con- 
gress in  1992,  the  sba  will  assume  the 
debt  payments  of  some  SBICs  until  they 
are  profitable.  Once  those  SBICs  make 
money,  they  will  repay  the  agency  and 


For  loans  under  $50,000, 
you  fill  out  a  single  page,  not 
the  old  150-page  form 


give  it  a  cut  of  profits.  The  agency  wil 
also  tighten  the  requirements  for  pais 
ticipating  private  investors.  Individual 
or  groups  establishing  an  SBIC  under  thj 
new  program  must  put  up  at  least  $l| 
million.  Already,  the  agency  has  hearf 
from  40  investors  who  want  to  partic 
pate  in  the  revamped  program.  "The  oil 
program  doesn't  interest  us  because  yo| 
just  can't  invest  in  rapid-growth  situEf 
tions  that  way,"  says  venture  capitalist 
Wayne  L.  Clevenger.  The  SBA  says  th| 
changes  could  attract  $3  billion  in  ne\^ 
private  capital  over  the  ne 
five  years. 

TROUBLE  SPOT?  Bowles's  initi; 
tives  also  extend  beyond  jus?! 
financing.  Earlier  this  yeai 
he  established  a  task  forcl 
with  other  agencies,  including 
the  Environmental  Protectior 
Agency  and  Internal  Revenul 
Service,  to  study  ways  to  alkj 
viate  some  of  the  regulator 
burdens  that  drive  up  costj 
for  small  business. 

Despite  his  progress 
Bowles  faces  huge  challenge.1 
Noting  plans  to  guarante 
some  $9  billion  in  loans  in  fi 
cal  1995,  up  from  $7  billio 
this  year,  agency  insiders  fea 
the  SBA  can't  prudently  mon 
tor  the  increase  in  commh 
ments.  So  far,  the  sba's  los 
rate  on  bad  loans  has  bee 
falling,  to  just  1.6%  last  yea 
But  that  could  change.  Ar 
other  potential  trouble  spo 
the  $1.2  billion  in  disaster  assistanc 
that  the  sba  lent  so  far  to  earthquak 
victims  in  California.  The  SBA  fears  som 
borrowers  may  have  filed  false  inform 
tion  to  obtain  loans.  "Our  resources  ar 
not  adequate  to  do  the  existing  job 
says  Stephen  Marica,  the  sba's  assistar 
inspector  general  for  investigations. 

Bowles's  support  of  health-care  r< 
form  may  also  hurt  his  popularity  wit 
small-business  owners.  Bowles  says  thi 
small  businesses  could  save  money  und« 
the  plan  by  banding  together  to  bu 
coverage.  But  most  small-business  owi 
ers  dread  any  mandated  costs. 

Still,  some  small-business  owners  wi 
likely  remain  Bowles  fans  for  quite 
while.  James  D.  MacKnight,  for  one, 
thankful  for  the  SBA's  quick  approval  ( 
a  guarantee  on  a  $175,000  revolving  loa 
for  his  Ivy  land  (Pa.  (-based  salmon-in 
porting  business.  "Without  the  SBA,  we 
have  had  to  pass  on  some  big  accounts 
For  an  agency  that  many  thought  shoui 
have  been  put  out  of  its  misery  yeai 
ago,  that  kind  of  validation  has  been 
long  time  in  coming. 

By  Amy  Barrett  in  Washingtt 
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What 

DOES  THE  NEXT 

GENERATION 

WANT  FROM  US, 

ANYHOW? 


j  ,.|       Interactive  video  games. 
So  we  can  cream  my  cousin  Ralph 
in  San  Diego  at  Sonic  the  Hedgehog) 


There's  been  a  lot  of  hype  about  the  information  superhighway 

But  for  many  companies,  it's  not  just  hype.  They're  on  the  verge  of 
delivering  broadband  services.  And  we're  the  ones  who  are  helping  them  do  it. 

Only  AT&T  Network  Systems  has  the  total  solutions  you  need  to  get  over  the 
formidable  hurdles  associated  with  building  a  new  broadband  network.  From  highly 
trained  salespeople  who  understand  your  business,  to  the  engineering  expertise 
of  Bell  Labs.  From  planning  and  manufacturing  to  installation  and  service.  Plus  the 
systems  integration  to  tie  in  any  mix  of  analog  and  digital,  wired  and  wireless 
networks  and  the  operations  systems  to  manage  them. 

And  we  back  it  all  with  the  reliability  we're  famous  for. 

Thousands  of  people  ready  to  spend  millions 
on  new  services. 
(Our  total  solutions  let  you  deliver,  fast.) 

The  biggest  difference  is  that  when  you  choose  AT&T's  Service  Net-2000 
total  solutions,  you  know  your  investment  is  protected.  We  work  to  bring  you 
products  that  grow  with  your  network.  Like  the  world's  only  evolvable  ATM 
technology- the  AT&T  Globe  View™- 2000  Broadband  System.  It  accommodates 
a  virtually  endless  stream  of  new  services. 

So  you  can  add  capabilities  and  capacity  year  after  year. 

Our  total  solutions  approach  is  why  phone,  cable  and  media  companies  in 
the  U.S.  and  throughout  the  world  have  selected  AT&T  Network  Systems  to  be  their 
strategic  partner.  So  don't  put  your  broadband  network  together  with  just  anybody 
After  all,  people  out  there  are  demanding  new  broadband  services.  With  our 
end-to-end  solutions  in  place,  you  can  start  giving  mem  what  they  want  right  away 

Before  somebody  else  does. 


AT&T  SERVICE  NET-2000 


MORE  THAN  JUST  EQUIPMENT 
WHAT  YOU  NEED  TO  COMPETE 


AT&T 

Network  Systems 
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INFORMATION  AGE 
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TODAY, 
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Written  by  Carol  Wilson,  Editor,  Telephony  magazine 
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he  Information  Age  is  not 
right  around  the  corner.  It  is 
here  today.  Using  technolo- 
gy available  right  now,  telecommuni- 
cations carriers  are  meeting  customer 
demands  lor  high-speed  data  com- 
munications, multimedia  network- 
ing, video  and  image  transmission  - 
all  or  the  services  olten  considered 
part  ol  the  futuristic  information 
superhighway. 

Much  ol  the  technology  involved 
is  in  its  infancy  As  it  rapidly  matures 
and  is  deployed  in  the  national 
telecommunications  network,  services 
are  evolving  that  are  improving  peo- 
ples lives.  By  interconnecting  local 
area  computer  networks  across  cities 
and  states,  the  public  network  enables 
more  rapid  product  design  and  man- 
ufacture, improved  and  more  personal 
customer  service  for  all  businesses  and 
even  more  efficient  government.  By 
providing  video  links  to  educational 
facilities  across  a  state,  the  network  is 
improving  education.  And  by  ship- 
ping medical  images  across  the  city  in 
a  blink  >l  an  eye,  the  network  is 
improving  health  care  -  without 
increasing  costs. 


Very  soon,  such  services 
will  be  available  not  for 
the  few,  but  for  many. 

The  construction  of 
this  information  super- 
highway network  is  gener- 
ating excitement  and 
hyperbole.  Underlying 
and  sometimes  overshad- 
owed by  the  excitement  is 
a  steady  drumbeat  of 
growth  and  change  rat- 
tling the  once  stodgy  tele- 
communications industry, 
transforming  it  into  a 
dynamic  new  force  in 
American  business. 

Service  providers  -  including  local 
and  long  distance  telephone,  cable  TV 
and  cellular  companies  -  are  adopting 
new  technology  at  a  pace  that  greatly 
exceeds  any  historical  record.  Driving 
that  change  are  two  trends:  height- 
ened user  expectations  and  increasing 
competition. 

In  the  business  services  arena,  cus- 
tomers content  five  years  ago  with 
standard  voice  service  and  dial-up 
modems  or  dedicated  lines  for  data, 
today  want  bandwidth  on  demand 


From  left  to  right  Your  TV  is  calling: 
the  broadband  network  will  be 
able  to  deliver  full-motion  video 
telephone  calls  right  into  the 
home;  Comparison  shopping  at 
home:  using  simple  menus,  this 
shopping  program  lets  viewers 
immediately  compare  features 
and  prices  of  competing  products 
like  this  juicer;  X-rays  over  phone 
lines:  teleradiology,  being  demon- 
strated here  as  part  of  US  West's 
compass  project  in  Minneapolis, 
sends  medical  images  to  where 
the  experts  are,  for  greater  effi- 
ciency in  diagnosis  and  treatment; 
The  one  thin  strand:  telephone 
companies  and  cable  TV  compa- 
nies are  converting  more  of  their 
networks  to  fiber  optics,  which 
makes  it  possible  to  carry  voice, 
data  and  video  signals  to  a  wide 
range  of  customers;  Work  where 
you  are:  wireless  services  -  includ- 
ing voice  and  data  communica- 
tions -  will  let  businesspeople 
recreate  an  office  on  the  road;  Let 
your  kids  play  TV:  interactive  tele- 
vision like  Clickity  Corners,  an 
AT&T-developed  spelling  game, 
brings  high-quality  animation  to 
educational  programming. 


for  voice,  data  an< 
image  services.  Witl 
their  local  area  com 
puting  networks  al 
ready  ramped  up  t< 
10  Mb/s  they  novel 
turn  to  the  publi 
networks  for  flexi 
ble,  highly  reliabl 
links  that  tie  thos 
LANs  together  over 
metropolitan  are 
with  the  same  eas 
that  PCs  are  conn 
ed  within  an  offion 
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today. 

Business  customers  want  similai 
quality  and  flexibility  in  wireless 
service.  They  want  wireless  voice tr: 
data  and  messaging  services  thai! 
recreate  on  the  road  the  same  ser 
vices  available  in  the  office.  A  iL 
competition  expands  and  enterct 
new  markets,  carriers  must  meei 
these  demands  or  lose  customer 
to  more  aggressive,  responsivk 
competitors. 

Carriers  are  deploying  switchin 
and  transmission  systems  that  provid 
high-speed  communications  as  well  £ 
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mputing  systems  that  put  network 
ntrol  at  the  fingertips  of  their  own 
:hnicians  -  and  their  customers' 
:hnicians,  too. 

In  the  residential  arena,  a  vision  of 
folutionary  new  services  -  includ- 
y  shopping,  entertainment,  educa- 
in,  commercial  and 
msehold  manage- 
:nt  services  -  is  dri- 
ng  change.  Ulti- 
itely,  consumers  will 
ap  among  a  number 


service  providers  for  their  preferred 
el  of  quality,  cost  and  features. 
CATV  and  telephone  companies  are 
sed  to  offer  interactive  video  and 
ce  over  a  single  network.  Their 
ly  targets  are  home-computer 
rs;  home  shoppers,  via  catalog  or 
and  the  growing  army  of  people 

0  work  at  home,  full  or  part-time, 
entrepreneurs  or  telecommuters. 
»n,  a  new  network  -  an  interactive 
adband  network  -  will  spread  its 
igs  to  envelope  people  whose  first 
ne  computer  will  likely  be  a  TV 
top  box,  a  screen-based  telephone 
.  basic  video  game  set. 

tireless  service  will  also  reach  into 
home,  offering  low-cost,  basic 
:e  service  or  more  sophisticated 
sonal  communications  services, 
will  allow  calls  to  be  delivered  to  a 
,on  wherever  he  or  she  may  be. 
s  this  a  futuristic  technology  wish 
tj  an  engineer's  fantasy?  Far  from  it. 

1  "rials  of  these  capabilities  are 
1  erway  and,  in  some  cases,  have 


already  spawned  commercial  services. 
Many  telephone  companies  are  pro- 
viding teleradiology  services,  which 
transmit  radiology  images  over  tele- 
com lines  between  hospitals  and  clin- 
ics. Distance  learning  -  which  pro- 
vides students  direct  visual  and  audio 
access  to  the  best 
teachers  even  if 
those  teachers  are 
hundreds  of  miles 
away  -  is  used  in 
laggS     several  states  today 

vjS    usin§  narrowband 
integrated  services 

digital  network  technology  or  high- 
speed fiber  optic  transmission  links. 
Through  its  Basic  Education 
Connection  program,  Bell  Atlantic  is 
promising  to  provide  free  fiber  optic 
connections  to  schools  as  it  modern- 
izes its  network. 

US  West's  three-year-old  COMPASS 
trial  —  which  is  essentially  a  broad- 
band laboratory  -  allows  Honeywell 
to  collect  live  infrared  imagery  from 
locations  all  around  Minneapolis, 
including  the  Minnesota  Super- 
computer Center.  Using  technology 
from  AT&T  Network  Systems  and 
others,  COMPASS  allows  IBM  employees 
in  Minneapolis  to  work  at  home  but 
still  have  high-speed  access  to  host 
computers  in  IBM's  Minneapolis 
development  lab. 

The  State  of  North  Carolina  is  cre- 
ating a  broadband  network  to  provide 
video  links  among  state  agencies  and 
schools  throughout  the  Tar  Heel 
state.  The  network  will  improve  the 
quality  and  efficiency  of  state  services, 
including  educational  services.  It  rep- 
resents the  first  statewide  broadband 
network  and  could  be  the  model  for 
other  states. 

Broadband-to-the-home  trials  are 
underway  in  Virginia,  Florida,  Ohio, 
Nebraska  and  California.  They 
involve  CATV  and  telephone  compa- 
nies providing  video-on-demand,  var- 


ious information  services  and  PCS  ser- 
vices. In  California,  Pacific  Bell  has 
made  a  commitment  to  rewire  its 
entire  territory,  beginning  this 'year 
and  reaching  5  million  homes  by  the 
year  2000,  with  a  broadband  infra- 
structure developed  with  AT&T 
Network  Systems  that  will  facilitate 
new  services  and  be  more  efficient 
than  today's  copper  network. 

This  is  just  a  partial  list  of 
Information  Age  technology  at  work 
for  people  today.  The  true  possibili- 
ties to  tomorrow's  network  remain 
un fathomed.  A  truly  interactive  digi- 
tal network  will  put  powerful  tools  in 
the  hands  of  creative  people  -  and 
give  them  immediate  access  to  an 
immense  public.  It  will  be  a  creative 
catalyst  whose  energy  will  change  our 
entire  society. 

The  process  of  creating  such  net- 
works has  begun  and  will  continue 
for  years  to  come.  Telephone  com- 
panies are  working  to  streamline 
their  operations  and  improve  time- 
to-market  while  maintaining  net- 
work quality.  CATV  companies  are 
expanding  their  technology  base  and 
financial  resources,  while  retaining 
their  entrepreneurial  edge.  And 
wireless  companies  strive  to  expand 
their  cellular  service  base  while 
exploring  PCS  technology. 

The  infancy  of  the  Information 
Age  is  being  played  out  against  a 
tumultuous  background  of  change 
involving  technology,  corporate 
requirements,  residential  services  and, 
above  all,  competition  everywhere 
and  eventually  for  everything. 

The  consumer  -  both  in  business 
and  at  home  -  will  reap  the  rewards 
of  that  competition:  greater  choice  in 
service  options,  more  pricing  flexibili- 
ty and  easy  access  to  more  informa- 
tion and  entertainment  than  most 
people  can  currently  imagine. 

Want  to  see  the  Information  Age? 
Look  around,  right  now. 
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The  bombshell  fell 
last  summer  in  the 
guise  of  a  video- 
tape. It  was  one  of 
those  slick,  corporate 
"news"  programs  for 
employees,  the  kind 
that  typically  deliv- 
ers some  feel-good 
message. 

Not  this  one.  It 
featured  a  fidgeting 
Nynex  Corp.  execu- 
e  who  insisted  that  the  profitable  com- 
ny  needed  to  slash  its  operating  bud- 
t  by  up  to  40%  to  remain  competitive, 
e  upshot:  another  downsizing  that 
iuld  eliminate  15,000  to  25,000  people 
m  the  payroll.  That  meant  more  than 
b  in  five  employees  would  lose  their 
>s.  The  survivors  of  earlier  cutbacks 
ed  foul,  while  management  soberly 
ed  to  justify  the  employee  meltdown. 
This  is  the  tale  of  what  has  been  hap- 
ning  at  Nynex  in  the  wake  of  that 
ittering  announcement.  It's  the  sto- 
of  a  flabby  company  in  the  midst  of  a 
rgantuan  effort  to  remake  itself,  re- 
ce  costs,  improve  customer  service, 
d  prepare  for  an  onslaught  of  more 
gressive  competition  in  the  years 
aad.  But  it  is  also  a  wrenching  hu- 
in  drama.  The  players:  a  dynamic, 
«ly  executive  leading  the  effort;  an 
;side  consultant  whose  firm  is  billing 
!  company  $1  million  a  month  to  help 
,h  the  downsizing;  a  thoughtful  survi- 
•;  and  a  resentful  victim.  In  unusually 
■ealing,  introspective  interviews,  they 
3r  an  inside  look  at  what  it's  really 
}  to  live  through  the  painful  process 
t  has  become  a  central  fact  of  corpo- 
e  life  in  the  1990s. 

sry  and  bitter.  Like  many  big  cor- 
•ations,  Nynex  has  been  shrinking 
years.  Since  1990,  the  company  has 
itself  of  19,200  employees  out  of  a 
il  of  95,400,  including  13,000  manag- 
.  In  pure  percentage  terms,  this  lat- 
cutback  is  one  of  the  largest  ever 
orted  by  a  major  corporation.  The 
lpany  made  its  plans  official  on  Jan. 
by  taking  a  $1.6  bil- 
charge  to  earnings 
ut  16,800  employees, 
12%  of  its  workforce, 
the   next  three 


p.  Two  months  later, 
lex  acknowledged 
cutbacks  would  cost 
idditional  $1.3  billion 
harges  for  severance 
ns  more  acceptable 
nion  leaders, 
ven  though  the  com- 
y  hopes  to  avoid 
ed  layoffs  by  entic- 
employees  to  accept 
Dut    offers,  many 


Nynex  managers  are  an- 
gry and  bitter.  "Two 
months  ago,  I  would 
have  said  that  morale 
was  low  and  it  couldn't 
go  any  lower,"  says  one 
executive.  "But  I'd  have 
to  say  it's  even  lower  to- 
day." Adds  a  former 
manager:  "The  top  exec- 
utives are  willing  to  sac- 
rifice people  to  make 
their  bottom  line  on  a 
quarterly  basis.  In  the 
long  term,  they  are  sell- 
•  ing  the  corporation  out." 

The  drama  now  play- 
ing out  at  Nynex  is  be- 
ing enacted  at  many  oth- 
er corporations.  Despite 
the  economic  recovery, 
massive  downsizings  con- 
tinue at  one  brand-name 
behemoth  after  another. 
Rarely  a  week  passes 
without  the  announce- 
ment of  yet  more  cut- 
backs, in  what  has  be- 
come the  most  unsettling 
and  disruptive  event  in 
Corporate  America.  In  a 
quest  for  efficiency,  com- 
panies have  been  charg- 
ing billions  of  dollars  off 
their  earnings  to  lay  off 
hundreds  of  thousands  of 
workers.  The  current  eu- 
phemism is  "reengineer- 
ing"— a  bloodless  term 
for  corporate  bloodletting 
on  an  unprecedented 
scale.  In  the  year's  first 
quarter,  employers  an- 
nounced an  average  of 
3,106  cutbacks  per  day. 

The  sight  of  so  many  bodies  on  the 
corporate  scrap  heap  is  sparking  a  com- 
plex debate— about  profits  and  loyalty, 
and  about  the  benefits  and  unforeseen 
consequences  of  layoffs.  Critics,  includ- 
ing some  prominent  executives,  believe 
massive  downsizing  has  become  a  fad,  a 


JOB  DEATH:  25  LARGE 
DOWNSIZINGS 

In  a  quest  for  efficiency  and 
survival,  many  of  America's 
corporate  behemoths  have  been 
shedding  employees  at 
unprecedented  rates.  Here  are 
25  of  the  largest  announced  staff 
reductions  since  early  1991: 
Company  Staff  cutbacks 


IBM 

85,000 

AT&T 

83,500 

GENERAL  MOTORS 

74,000 

U.S.  POSTAL  SERVICE 

55,000 

SEARS 

50,000 

BOEING 

30,000 

NYNEX 

22,000 

HUGHES  AIRCRAFT 

21,000 

GTE 

17,000 

MARTIN-MARIETTA 

15,000 

DUPONT 

14,800 

EASTMAN  KODAK 

14,000 

PHILIP  MORRIS 

14,000 

PROCTER  &  GAMBLE 

13,000 

PHAR  MOR 

13,000 

BANK  OF  AMERICA 

12,000 

AETNA 

11,800 

GE  AIRCRAFT  ENGINES 

10,250 

MCDONNELL  DOUGLAS 

10,200 

BELLSOUTH 

10,200 

FORD  MOTOR 

10,000 

XEROX 

10,000 

PACIFIC  TELESIS 

10,000 

9,000 

U  S  WEST 

9,000 

DATA:  PEOPLE  TRENDS 

THE  RECESSION  IS  OVER,  BUT  DOWNSIZING  ISN'T 

Corporate  America  announced  615,186  layoffs  last  year-a  new  record.  Even  in  the 
midst  of  an  economic  recovery,  big  companies  continue  to  shed  workers.  In  the  first 
quarter  of  1994,  announced  staff  reductions  totaled  192,572,  or  more  than  3,100  a  day. 
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bone  to  throw  Wall 
Street  when  investors 
begin  baying  for  cost- 
cuts.  Others  maintain 
that  large-scale  staff  re- 
ductions, even  at  prof- 
itable companies  such  as 
Procter  &  Gamble  Co. 
and  Xerox  Corp.,  are 
necessary  to  maintain 
competitiveness  in  a 
fast-changing  global 
marketplace. 
hard  choices.  Few  ob- 
servers expect  an  end 
to  the  spate  of  downsiz- 
ing announcements.  "In 
many  large  companies, 
we  still  see  tremendous 
fat,"  says  Noel  M.  Tichy, 
a  management  professor 
at  the  University  of 
Michigan.  "Yet  there  still 
remains  this  naive  view 
that  as  the  economy  con- 
tinues to  take  off,  these 
jobs  will  come  back. 
That's  nonsense." 

Tichy  and  others  be- 
lieve that  recent  gains 
in  productivity— which 
rose  at  a  4%  rate  in  the 
last  half  of  1993-are 
largely  the  result  of 
these  employee  melt- 
downs.  What  the  statis- 
tics of  efficiency  don't 
measure,  of  course,  is 
the  costs  in  emotional 
trauma  to  laid-off  work- 
ers and  their  families, 
to  the  executives  who 
often  carry  out  the  or- 
ders, or  to  the  less  se- 
cure survivors  in  dramatically  changed 
organizations. 

Today's  corporation  is  no  longer  a  se- 
cure or  stable  place.  It's  an  uncertain, 
turbulent  environment  where  manag- 
ers often  find  their  compassion  and  hu- 
manity in  conflict  with  the  pressures 
of  competition  and  ambition.  Fear  is  al- 
most palpable  in  the 
corridors  of  the  reengi- 
neered  workplace, 
where  loyalty  takes  a 
backseat  to  survival  and 
personal  advancement. 

The  events  unfolding 
at  Nynex  are  unique, 
colored  by  the  compa- 
ny's own  culture,  tradi- 
tions, personalities,  and 
politics.  But  they're  also 
universal:  They  exempli- 
fy the  challenges  and 
the  pain  that  face  both 
healthy  and  troubled  or- 
ganizations everywhere. 
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THE  COST-CUTTER 

HE'S  GUTSY,  BRILLIANT, 
AND  CARRIES  AN  AX 


Behind  every  major  downsizing 
there  is  a  person  who  leads  the 
effort,  and  in  so  doing  becomes 
both  leader  and  scapegoat.  At 
Nynex,  it's  Robert  J.  Thrasher.  He's  a 
tough-minded,  51-year-old  executive  vice- 
president  with  a  history  of  breaking  the 
rules. 

At  5  feet,  3  inches,  Bob  Thrasher  is  a 
compact,  muscular  bundle  of  frantic  en- 
ergy—"a  bionic  gerbil,"  he  jokes.  Thrash- 
er is  always  pacing,  always  talking  at 
high-decibel  level.  And  he's  completely 
committed  to  the  company:  Divorced 
from  his  physician  wife,  he  typically  ar- 
rives at  his  office  at  6:45  a.m.  and  leaves 
at  7  p.m.  He  can't  remember  a  Sunday 
in  the  past  20  years  when  he  hasn't 
worked  at  home  or  in  the  office. 

Thrasher  would  surely  prefer  to  be 
known  as  the  "agent  of  change."  Instead, 
the  executive  who  nervously  announced 
the  impending  layoffs  on  that  in-house 
video  has  been  branded  the  "corporate 
assassin"— the  person  responsible  for  the 
plan  to  eliminate 
16,800  jobs.  His  crit- 
ics—and there  are 
many  of  them— would 
say  that  he  has  ice 
water  in  his  veins 
and  a  pocket  calcula- 
tor for  a  heart. 

Since  Nynex  an- 
nounced its  downsiz- 
ing, he  has  had  to 
disconnect  the  an- 
swering machine  at 
his  Stamford  (Conn.) 
home  because  every 
evening  it  was  filled  with  obscene  mes- 
sages and  threats  from  anonymous  em- 
ployees. Colleagues  dub  him  "Thrasher 
the  Slasher."  In  that  same  employee 
video,  an  interviewer  wryly  noted  that 
he  was  running  "unopposed  as  the  top 
management  SOB." 

A  former  Air  Force  captain  in  a  tac- 
tical fighter  group,  Thrasher  insists  that 
the  tough  choices  he's  now  making  are 
inevitable.  "I  know  this  is  the  right  thing 
to  do,"  he  says.  "Today,  we  have  a  vir- 
tual monopoly,  but  the  states  are  in  the 
process  of  opening  up  their  markets. 
We  have  to  improve  service  and  reduce 
costs  to  stay  competitive." 


a 

This  is  tough,  ugly  work. 
The  stress  is  palpable. 
I'm  vilified  throughout  the 
company. . . .  That's  a  tough 
thing  to  carry  around 

Robert  J.  Thrasher,  Exec.  V  P,  Nynex 


That  realization,  says  Thrasher,  came 
in  mid- 1992,  during  long-range  planning 
discussions  when  he  was  chief  operating  t 
officer  of  Nynex'  New  York  Telephone 
unit.  Top  management  concluded  that  if 
it  continued  to  run  the  business  the 
same  way,  the  company's  costs  per  ac- 
cess line  would  keep  increasing  even  as 
revenues  steadily  declined. 

Thrasher  was  relieved  of  his  cou  job 
to  head  the  effort  to  reinvent  Nynex. 
Why  him?  Many  companies,  from  IBM  to 
Westinghouse  Electric  Corp.,  have  sought 
outsiders  to  lead  their  attempts  at  trans- 
forming themselves.  Thrasher,  by  con- 
trast, is  the  consummate  insider.  He 
joined  the  company  as  a  construction 
foreman  in  1965,  fresh  out  of  Mas- 
sachusetts Institute  of  Technology,  where 
he  earned  a  graduate  degree  in  struc- 
tural engineering.  The  job  was  in  his 
blood:  His  late  father  was  a  foreman  for 
the  Niagara  Mohawk  Power  Corp.  And 
what  would  he  have  thought  of  what  his 
son  is  doing  now?  "My  dad  would  have 
thought  I'm  breaking 
a  social  contract  we 
have  with  our  em- 
ployees," Thrasher 
says— but  then  dis- 
misses the  notion. 
"That's  the  monopoly 
mind-set." 

No  one  would  ever 
accuse  Thrasher  of 
being  a  Bell-head,  the 
sort  of  cautious  bu- 
reaucrat who  found 
shelter  in  the  highly 
regulated  embrace  of 
the  mother  of  all  utilities.  If  anything, 
several  associates  describe  him  as  "crazy" 
because  of  his  gutsy  candor  and  his  ir- 
reverence for  authority.  As  general  man- 
ager of  the  company's  Long  Island  unit 
in  the  mid-1980s,  he  transformed  what 
had  been  one  of  the  most  troubled  op- 
erations with  horrendous  service  into 
one  of  the  best.  He  didn't  worry  about 
bruising  feelings.  "In  the  first  six 
months,"  boasts  Thrasher,  "I  reassigned, 
furloughed,  and  forced-retired  half  of 
the  senior  management  team  there." 

It  was  that  sort  of  hardheadedness 
that  made  him  a  natural  for  the  com- 
panywide  reengineering  effort.  "There 


was  no  other  choice  than  Bob  Thrasht 


says  Ivan  G.  Seidenberg,  president 
Nynex.  "He  has  enormous  energy,  cc 
mitment,  and  passion  for  the  compa 
He's  relentles: 

WEEKEND  HUDDLE.  Thrasher  wanted 
examine  the  company  not  by  division, 
department,  or  function.  Instead, 
planned  to  analyze  the  company  by 
four  core  processes,  which  cut  acr> 
the  $13.4  billion  corporation:  custon 
operations,  customer  support,  custon 
contact— i.e.,  sales  and  marketing 
customer  provisioning,  that  is,  the  pi 
ning,  design,  and  building  of  Nynex'  r 
work.  He  created  four  teams,  witl 


: 

t 


tots 
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ndpicked  captain  for  each.  After 
jnding  three  days  at  GTE  Corp.  to  get 
inside  look  at  its  reengineering  ef- 
t,  he  hired  gte's  consultants,  Boston 
nsulting  Group  Inc.  (BCG),  to  help  with 
;  process  at  Nynex. 
By  late  March,  1993,  at  a  weekend 
eting  at  the  Stouffer  Westchester  Ho- 
in  White  Plains,  N.Y.,  he  put  his 
ms  together  with  the  consultants  and 
1  his  incredulous  audience  what  he 
nted:  a  35%  to  40%  reduction  in  op- 
ting expenses.  The  teams,  with  80 
nex  insiders  and  some  20  BCG  con- 
tants  in  total,  dispersed  and  rushed 
ough  the  bureaucracy  observing  all 


its  key  operations.  They  visited  152 
"best  practice"  companies,  from  Avis  Inc. 
to  Virginia  Power  &  Light,  looking  for 
useful  ideas. 

Back  home,  the  inefficiencies  they  dis- 
covered shocked  all  of  them— most  of  all 
Thrasher.  Among  many  things,  he 
learned  that  Nynex  bought  83  brands  of 
personal  computers  a  year;  that  dozens  of 
New  York  Telephone  Co.  employees  spent 
their  time  repainting  newly  purchased 
trucks  a  different  shade  of  white  at  a 
cost  of  $500  a  truck;  that  Nynex  spent 
$4.5  million  to  find  and  bill  only  $900,000 
in  previously  unbillable  telephone  calls. 
There  was  plenty  more.  "Think  of  how 


embarrassed  I  was,"  says  Thrasher.  "I 
ask  myself  how  I  could  have  presided 
for  two  and  one-half  years  over  an  oper- 
ation that  has  been  that  screwed  up." 

His  teams  first  came  up  with  a  list  of 
85  "quick  wins"— easy  fixes  to  make.  By 
printing  on  both  sides  of  customer  bills, 
for  example,  the  company  will  save  $7 
million  a  year  on  postage  costs  alone. 
By  standardizing  on  only  two  personal 
computers,  Nynex  could  save  $25  million 
in  annual  capital  outlays.  And  then,  in 
November,  came  the  more  substantive 
recommendations  that  would  lead  to  the 
massive  layoff's. 

All  told,  the  four  teams  compiled 
more  than  300  specific  changes,  from 
consolidating  work  centers  to  simplifying 
procedures  for  approving  customer  ser- 
vice. Change  doesn't  come  free,  however. 
Thrasher  initially  estimated  the  moves 
would  cost  $700  million  in  expenses  and 
$400  million  in  capital.  But  by  1997,  the 
changes  will  cut  $1.5  billion  to  $1.7  bil- 
lion from  the  company's  $6  billion  in  op- 
erating expenses. 

HUGE  RETURN.  On  three  consecutive  days 
last  December— "the  most  excruciating 
days  of  my  life"— he  made  presentations 
to  the  directors  of  three  boards  at 
Nynex  and  its  operating  subsidiaries, 
New  York  Telephone  and  New  England 
Telephone.  He  did  something  that  would 
make  any  executive  cringe:  He  asked 
the  directors  to  swallow  a  record  $1.6 
billion  charge  against  earnings  and  to 
make  wholesale  cuts  from  the  payroll. 

The  slide  that  cinched  the  decision 
contained  the  prediction  that  all  of 
Thrasher's  fixes,  if  implemented,  would 
generate  an  internal  return  of  1,025% 
and  a  payback  on  investment  in  two 
years.  Thrasher  told  directors  that  if 
his  teams  could  achieve  only  25%  of 
their  goals,  they  would  see  a  226%  re- 
turn and  a  three-year  payback.  But 
those  estimates  didn't  reflect  the  sharp 
increase  in  the  actual  cost  of  cutbacks, 
which  has  grown  from  $700  million  in 
January  to  $2  billion  two  months  later 
as  a  result  of  union  negotiations. 

Although  he  got  approval  to  move 
forward— some  950  people  are  working 
to  implement  the  changes— Thrasher  still 
meets  resistance.  "Some  of  our  senior 
management  still  don't  get  it,"  he  says. 
"What  we've  got  to  do  is  find  them  and 
get  them  out  of  the  business." 

That's  tough  talk.  "This  is  tough,  ugly 
work,"  says  Thrasher.  "The  stress  is  pal- 
pable. I'm  vilified  throughout  the  compa- 
ny. People  look  upon  me  as  the  principal 
to  the  downsizing.  That's  a  tough  thing  to 
carry  around.  Hell,  I'd  like  not  to  down- 
size a  single  employee.  But  that  would 
not  be  a  prudent  decision  to  make." 

Continued  on  page  66 
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When  you  were  a  kid  you  made  yc  a 
Maybe  this  is  the  year  you  ig< 
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:  a  promise, 
good  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  guite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


Chevrolet  Corvette 


THE  CONSULTANT 

A  DENTIST  WHO  ONLY 
DOES  ROOT  CANALS 


For  Phillip  B.  Catchings,  the 
Nynex  assignment  has  been  the 
most  challenging  and  difficult  of 
his  consulting  career.  As  a  part- 
ner at  Boston  Consulting  Group,  Catch- 
ings is  the  day-to-day  leader  of  the  con- 
sulting project  that  is  costing  Nynex  $1 
million  a  month.  If  BCG  stays  at  Nynex 
until  the  job  is  done,  the  total  bill  could 
reach  nearly  $40  million. 

Like  Thrasher,  he's  hardly  a  popular 
figure  at  Nynex  these  days.  For  one 
thing,  employees  have 
seen  their  share  of  high- 
priced  consultants  come 
and  go.  "Nynex  is  a  cham- 
pion at  spending  millions 
of  dollars  on  consultants 
and  doing  nothing  with 
the  results,"  grouses  one 
manager. 

Besides,  every  time 
Catchings  begins  a  con- 
sulting assignment— and 
he  has  done  about  45  so 
far— he  is  typically  met 
with  cynicism.  "There  is 
some  natural  resentment 
when  we  come  in,"  he 
says.  "People  ask,  'What 
makes  you  guys  so 
smart?'  and  'Why  doesn't 
top  management  trust  us 
to  do  this  ourselves?'" 

His  job,  he  says,  is  to 
allay  such  fears— but  he 
can't  do  so  by  pretending 
that  his  remedies  will  be 
painless.  "A  dentist  who 
claims  a  root  canal  is 
not  going  to  hurt  will  lose 
his  credibility,"  he  says. 
"I  am  here  to  do  the 
best  possible  job  for  the 
organization." 

Above  all,  of  course, 
Catchings'  presence  provokes  shudders 
because  he  is  a  memento  mori  in  pin- 
stripes. His  arrival  at  Nynex  or  any- 
where else  usually  means  layoffs  ahead. 
In  half  of  his  past  10  assignments,  he 
has  been  part  of  a  retrenchment  effort. 
Yet  his  background  hardly  seemed  to 
have  prepared  him  for  his  role  as  the 
.'■ardheaded,  coldhearted  consultant.  Af- 
ter graduating  from  Dartmouth  College 


in  1973  with  a  degree  in  psychology, 
Catchings  ran  a  foster  home  for  delin- 
quent teenagers.  He  grew  a  beard  and 
long  hair,  bicycled  across  the  country, 
and  studied  pottery  in  Washington  state. 
The  wanderlust  out  of  his  system,  he 
spent  five  years  in  human  resources 
with  AT&T,  then  headed  to  Harvard  B- 
school.  He  graduated  with  his  MBA  in 
1982  and  went  straight  to  BCG. 

Like  most  consultants,  he's  afflicted 
with  jargon.  Catchings,  42,  speaks  of 


m 
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People  ask:  What  makes  you 
guys  so  smart?  Why  doesn't  top 
management  trust  us ...  ? 

Phillip  Catchings,  partner,  BCG 


"crafting  process  platforms"  and  "de- 
eraging  costs,"  of  "optimum  solutio 
and  "phase-one  diagnostics."  He  conceci 
that  his  family  is  often  disappointed  w 
his  inability  to  tell  an  anecdote  abcl 
his  work.  "I  must  have  a  confidential! 
filter  on  my  brain,"  he  says. 

Along  with  partner  Jeffrey  A.  Bol 
den,  Catchings  first  consulted  for  Nynl 
and  Chairman  William  C.  Ferguson  | 
1989.  That  established  a  relationship  tl 
led  to  the  current  assignment.  Cat 
ings,  whose  expertise  is  mainly 
"change  management,"  has  spent  80% 
his  55-hour  workweeks  at  Nynex  si 
late  1992.  Bowden,  a  telecom  expe 
was  already  spearheading  a  similar 
fort  at  GTE  that  will  claim  17,000  job; 
SCRIPTWRITING.  The  consulting  pair  h 
died  with  Thrasher  and  other  top  ex 
utives  once  a  week  for  four  mont 
mapping  out  the  project.  By  ea 
March,  Thrasher  had  picked  his  capta 
for  the  teams;  Cat 
ings  and  Bowden 
sembled  two-dozen  B' 
consultants.  Their  ro 
write  the  script  for  t| 
reengineering  exerc 
and  guide  the  effort 
A  "compendium" 
several  hundred  pag 
detailed  the  projec 
five  major  phases,  frc 
"direct  process  obser\ 
tion"  in  the  first  fo 
months  to  "broad  scj 
implementation,"  whi 
is    now    under  w 
Catchings  and  Bowd 
helped  to  select  t 
companies  that  teai 
visited  for  inspirati 
and  ideas.  After  ea 
trip,  teams  engaged 
so-called  clay-modeli: 
sessions     in  whifte 
lessons  from  the  vis: 
were  molded  into  r< 
ommendations. 

Now,  Catchings  mid- 
get on  with  the  pain 
task  of  building 
new  structure  and  he 
ing  to  make  the  sti 
reductions  that  will  ( 
tail.  How  does  he  r<h 
oncile  himself  to  the  job  of  helping  olfeeii 
ers  wield  an  ax  to  people,  their  caree:  (es 
and  families?  "I  try  not  to  focus  on  tl  a; 
aspect  of  it,"  he  says.  "I'm  also  part 
taking  a  frustrated,  comparatively  \ 
successful  70,000  employees  and  trai 
forming  their  environment  so  they  cig 
be  more  productive.  I  think  I'm  involv  i 
in  saving  lots  of  jobs,  not  destroyi 


l 
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them." 
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THE  SURVIVOR 


STAYING  POWER  HAS 
REWARDS-AND  A  PRICE  TAG 


"y  ancy  P.  Karen,  46,  is  pretty  sure 
k  E  her  job  won't  be  destroyed.  In 
\J  her  24  years  with  the  company, 

1  she  has  been  an  energetic  work- 
lie  in  the  critical  area  of  information 
;ems.  As  director  of  the  company's 
sonal-computer  network,  Karen  is 
ng  new  and  tougher  demands  as  a 
lit  of  Thrasher's  efforts, 
he  joined  New  York  Telephone  in 
)  during  the  company's  big  bulge  in 
rig,  often  referred  to  as  "the  service 
To  meet  explosive  growth,  the 
pany  hired  tens  of  thousands  of  peo- 
in  the  late  1960s  and  early  1970s, 
en,  a  Vassar  College  graduate  with  a 
ree  in  math,  was  one  of  103,000  em- 
■ees  at  New  York  Telephone  in  1971. 
ay,  nyt  has  about  40,220  people, 
•king  in  a  regulated  monopoly,  she 
a  sense  of  comfort  and  security  that 

seems  a  distant  memory.  "Down- 
ig  was  totally  unheard  of,"  she  says, 
t  about  everybody  here  started  with 
company  at  a  young  age  and  retired 

he  payroll." 


Thrasher's  plan— and  Nynex'  earlier 
efforts  to  slash  the  payroll— have 
changed  all  that.  Of  the  79  people  who 
report  directly  to  Karen,  59  have  al- 
ready seen  colleagues  forced  off  the  pay- 
roll in  previous  rounds  of  cutbacks.  Her 
department  is  likely  to  suffer  a  30%  re- 
duction in  staffing.  "When  they  started 
talking  about  another  round  of  down- 
sizing, people  were  a  little  more  anx- 
ious because  they  feel  they're  already 
stretched  thin.  Now  we'll  have  to  learn 
to  work  smarter  and  completely  change 
the  way  we  do  things." 

Working  smarter  also  means  working 
harder— much  harder.  She  once  directly 
supervised  26  people,  instead  of  79,  and 
she  used  to  work  more  normal  hours  as 
well.  No  longer.  Karen  now  puts  in  50  to 
60  hours  a  week,  from  8  a.m.  to  7  p.m. 
every  weekday,  at  Nynex'  White  Plains 
(N.Y.)  office.  Wherever  she  goes  these 
days,  she  carries  a  beeper  and  a  cellular 
phone  and  checks  her  voice  mail  every 
hour.  "It's  a  different  mentality,"  she 
says.  "My  weekends  and  holidays  are 


a 

Now  we'll  have  to  learn  to  work 
smarter  and  completely  change 
the  way  we  do  things 

Nancy  Karen,  Dir.,  Nynex  PC  network 

not  reserved."  On  a  recent  biking  vaca- 
tion through  California's  wine  country, 
she  called  the  office  at  least  once  a  day 
from  "every  little  town."  Since  Karen  is 
single,  "nobody  complains  about  my 
work  hours,"  she  says. 

Nynex  didn't  push  Karen  into  her 
new  and  grueling  pace  completely  un- 
prepared. The  company  dispatched  her 
to  the  local  Holiday  Inn  in  early  1993  for 
a  workshop  on  culture  change  put  to- 
gether by  Senn-Delaney  Leadership,  a 
Long  Beach  (Calif.)  consulting  firm.  She 
was  skeptical  at  first.  "To  me,  it  was 
yet  another  program,"  she  says. 

Surprisingly,  Karen  left  a  believer. 
The  sessions— dubbed  Winning  Ways- 
are  an  effort  to  inculcate  the  new  values 
and  skills  that  Nynex  believes  it  needs  to 
make  Thrasher's  reengineering  changes 
take  hold.  It's  a  quick-and-dirty  roundup 
of  today's  managerial  commandments, 
stressing  teamwork,  accountability,  open 
communications,  respect  for  diversity, 
and  coaching  over  managing. 

Although  impressed  by  how  the  ses- 
sions encouraged  employees  to  speak 
more  freely  to  each  other,  Karen  saw 
her  share  of  nonconverts  at  the  initial 
two-and-one-half-day  meeting.  "Some 
people  come  back  to  work  unchanged," 
she  says.  "But  there's  a  big  middle  sec- 
tion that  seems  willing  to  change,  and 
then  there's  a  small  percentage  at  the 
top  that's  very  enthusiastic  about  it." 
brain  drain?  Not  that  Karen,  who 
earned  an  MBA  from  Columbia  Universi- 
ty on  the  company's  tab  in  1981,  doesn't 
have  some  big  worries  about  the  change 
effort.  One  of  them  is  that  the  downsiz- 
ing will  get  ahead  of  the  company's  abil- 
ity to  figure  out  ways  to  get  the  work 
done  more  efficiently.  She's  also  wor- 
ried that  the  company  will  lose  expertise 
and  talent.  That  would  mean  that  she 
and  other  managers  won't  have  enough 
of  the  right  people  to  accomplish  the 
tasks  placed  before  them.  "It's  not  going 
to  work  perfectly,"  she  says.  "There  will 
be  cases  when  the  downsizing  occurs 
before  the  reengineering." 

Despite  the  increased  workload  and 
her  concern  over  employee  morale, 
Karen  considers  herself  lucky.  "This  is  a 
wonderful  challenge,"  she  says.  "I'm  look- 
ing at  a  task  of  building  a  new  organi- 
zation in  the  next  six  months  to  a  year. 
I  have  the  chance  to  test  myself  as  I've 
never  been  tested  before." 
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THE  VICTIM 


THE  LIVING  HELL 
OF  LIFE  ON  THE  FIRING  LINE 


Not  everyone  shares  Karen's  opti- 
mistic view  of  life  at  Nynex.  Un- 
certainty and  fear  loom  over 
many.  Only  two  weeks  ago, 
Nynex  began  sending  out  details  of  the 
buyout  packages  to  some  workers  in  New 
England.  Employees  know  that  if  enough 
people  refuse  the  package,  the  company 
will  be  forced  to  push  them  out. 

Many  are  understandably  bitter.  They 
feel  as  if  they  are  victims  of  some  ab- 
stract management  exercise  beyond 
their  control  or  even  their  capacity  to 
understand.  One  of  them,  an  urbane 
manager  with  more  than  20  years  of  ex- 
perience, expects  to  pounce  on  an  early- 
retirement  package,  to  walk  out,  and 
start  a  new  phase  of  life.  "This  compa- 
ny's values  have  changed,"  the  manager 
says.  "There  are  now  right  people  and 
wrong  people  here,  and  I  don't  believe 
in  that." 

Fearful  of  retribution,  this  employee 


doesn't  want  to  be  identified.  But  Pat,  as 
we'll  call  this  middle  manager  in  a  staff 
position,  is  remarkably  candid  about  the 
turmoil  inside  the  company.  Pat  has  made 
presentations  before  Bob  Thrasher  and 
thinks  he's  a  "brilliant,  if  ruthless,  execu- 
tive. As  an  officer  of  the  company,  he's 
very  focused  and  clearly  sees  the  pos- 
sibilities." But  this  Nynex  veteran  doesn't 
see  Thrasher  and  other  top  managers 
sharing  the  pain.  "The  officers  all  have 
golden  parachutes.  They're  in  charge  of 


The  officers ...  are  in  charge  of 
their  own  fates.  We're  not 
involved.  We're  just  affected 

Pat,  a  middle  manager  in  jeopardy 


t! 
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their  own  fates.  We're  not  involve' 
We're  just  affected." 

Looking  at  the  fate  of  the  manage, 
and  employees  who  lost  their  jobs 
Nynex'  earlier  cutbacks,  Pat  can  see  tl|-^ 
profound  changes  that  may  lie  ahe 
Many  are  still  without  work.  More  th 
150  of  them  have  joined  a  class  acti 
against  the  company,  alleging  that  th<tf|  r 
were  selected  for  dismissal  because  ^ 
age  discrimination. 

Although  the  company  formally  a  & 
nounced  its  latest  round  of  cutbacl 
three  months  ago,  not  a  single  employ  p<* 
has  yet  lost  a  job.  Details  of  buyout  (  ■ 
fers,  including  accelerated  pensions,  a  - 
being  sent  to  employees  in  selected  bu  W 
ness  units.  Thrasher  says  the  buyo  f 
offer  "removes  the  anxiety  and  angst  p 
the  workforce." 

Not  to  this  middle  manager,  who  tm 
lieves  offering  incentives  to  quit  isi  K 
that  much  different  from  terminatii  }  sa 
employees  outright  with  severance  p*  tb 
"Even  if  people  won't  be  fired  this  tin  enier 
they're  still  frightened  of  the  future,  fell 
affects  their  self-esteem  and  their  po<  [kens 
etbook.  And  most  people  aren't  goii  Stack 
from  something  to  something.  They  ha  Me 
no  place  to  go." 

values  lost.  Sure,  Pat  fears  for  a  j  pied 
that  may  be  lost.  But  mostly,  Pat  claii  e  Jo 
to  fear  that  the  company  to  which  tl  I  a  c 
middle  manager's  professional  life  h  pll 
been  devoted  will  never  recover  fr<  W 
the  bloodletting.  Pat  recalls  taking  hoi  ixk 
to  walk  to  work  in  the  aftermath  of  snd  m 
major  snowstorm— a  degree  of  comm  pal ; 
ment  employees  won't  be  likely  to  feel  he  les 
the  future.  This  manager  wonders  if  1 1  pri 
repairmen  who  now  rush  to  set  up  ero  ms 
gency  communications  lines  at  the  see  net hir 
of  incidents  such  as  the  bombing  of  1 1  Par 
World  Trade  Center  will  move  less  i  idy  sb 
gently  because  of  Nynex'  perceived  la  tfce  ei 
of  loyalty  to  its  employees.  Corpon  sarv 
values  that  not  long  ago  focused  on  c  it  rest 
ing  for  employees  have  b  h-i-  rewritten  Ion; 
that  now  employees  come  last,  Pat  sa  <j  the 
after  shareholders  and  customers.  fered 

The  Draconian  downsizing,  Pat  1  |d doe 
lieves,  is  really  a  knee-jerk  response  U  k  are 
complex  set  of  problems  that  might  K 
addressed  more  subtly.  "Other  com] 
nies,  like  Hewlett-Packard,  have  re 
cused  their  strategy,  cleaned  up  th  ier  ser 
product  and  service  lines,  and  for  t 
most  part  retrained  their  folks  withe 
massive  layoffs,  and  they're  doing  i 
ceptionally  well." 

Such  humane  options,  however,  rrW» 
be  for  executives  and  companies  tl 
don't  have  to  cut  as  deeply  or 
thoroughly  as  Nynex.  As  everyone 
volved  would  concede,  the  pain  of  t 
massive  downsizing  isn't  likely  to 
away  anytime  soon. 


fc5r 
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Commentary/by  John  A.  Byrne 


THERE  IS  AN  UPSIDE  TO  DOWNSIZING 


ext  to  the  death  of  a  relative  or 
friend,  there's  nothing  more 
traumatic  than  losing  a  job.  Cor- 
irate  cutbacks  threaten  the  security 
id  self-esteem  of  survivors  and  vic- 
ns  alike.  Layoffs  disrupt  careers  and 
milies.  They  cause  turmoil  and  shatter 
e  morale  inside  organizations.  And 
ey  confirm  the  public's  view  that  prof- 
;  always  come  before  people. 
So  it  comes  as  no  surprise  that  when 
nsulting  firms  survey  human  resource 
:ecutives  about  recent  downsizings, 
ey  find  some  negative  results.  Indeed, 
udy  after  study  appears  to  prove  that 
e  downside  of  down- 
ing often  outweighs 
y  savings  the  cut- 
.cks  produce.  Man- 
ement  underesti- 
ites  the  costs  to  slash 
>rkers  and  the  impact 
tbacks  have  on  the 
jrale  of  survivors, 
eople  become  preoc- 
pied  with  layoffs," 
ys  John  J.  Parking- 
i,  a  consultant  with 
yati  Co.,  which  pub- 
hed    a  downsizing 
idy  last  year.  "People 
Dnd  more  time  on  in- 
nal  politics.  They  be- 
ne less  productive." 
D  PRESS.  In  truth, 
tvnsizing  has  gotten 
nething  of  a  bum 
>.  Parkington's  own 
dy  shows  that  77% 
the  executives  Wy- 
surveyed  believe 
it  restructuring  had  a  positive  im- 
:t  on  productivity.  Only  13%  consid- 
id  the  impact  adverse.  Sure,  morale 
fered  in  the  short  term.  But  the 
od  does  pick  up,  especially  when  cut- 
ks  are  combined  with  efforts  to  bust 
bureaucracy.  Other  benefits  from 
vnsizing  cited  by  the  survey's  re- 
ndents:  enhanced  quality  and  cus- 
ler  service  and  greater  willingness 
ang  survivors  to  take  risks,  perhaps 
ause  of  accompanying  efforts  to  en- 
rage them  to  be  more  venturesome, 
fet  another  survey  by  the  American 
nagement  Assn.  last  year  claimed 
t  downsizing's  "goals  of  increased 
fits  and  greater  productivity  con- 
le  to  prove  elusive."  The  survey 
hered  these  views,  however,  from 
lan  resource  managers,  who  are  far 


more  likely  to  view  cutbacks  in  a  high- 
ly negative  light.  And  even  the  hu- 
man resource  managers  said  profits 
declined  at  only  one  in  five  companies 
downsized  since  early  1988. 

Another  study  by  three  professors 
at  the  University  of  Wisconsin  also  gen- 
erated bad  press  for  layoffs.  The  re- 
port contends  that  a  company's  financial 
performance  worsens  two  years  after 
the  announcement  of  a  downsizing.  Al- 
though there's  often  a  short-term  ad- 
vantage to  layoffs,  any  gains  in  profit 
margins  and  return  on  equity  disap- 
pear two  years  after  the  announcement. 


THE  REAL  PICTURE 

Study  after  study  contends  that  companies  commonly  underestimate  the  costs 
of  downsizing  and  often  fail  to  gain  the  expected  efficiencies.  But  the  studies 
have  their  faults,  too. 


CRITICISM 


►  Financial  performance  worsens 
two  years  after  a  company 
announces  a  massive  layoff, 
according  to  a  1993  study  by  three 
academics  at  the  University  of 
Wisconsin.  Though  there  is  often  a 
short-term  advantage  to  downsizing, 
any  gains  in  profit  margins  and 
return  on  equity  soon  disappear. 

►  Fewer  than  half  the  companies 
that  downsize  meet  the  financial 
and  operational  goals  they  set  for 
themselves,  according  to  a  1993 
study  by  Wyatt  Co.  Morale  was  hurt 
in  56%  of  the  531  surveyed. 


REALITY 


►  This  limited  study  of  only  17 
companies  that  announced  layoffs  in 
1989  is  hardly  definitive.  The  authors 
reviewed  1991  financial  results 
which  were  adversely  affected  by 
the  recession.  Many  of  these 
troubled  companies  would  have 
been  even  worse  off  if  they  hadn't 
reduced  costs  through  cutbacks. 

►  The  report  also  found  that 
downsizing  led  to  such  positive 
changes  as  improved  productivity, 
enhanced  quality  and  customer 
service,  and  a  greater  willingness 
among  survivors  to  take  risks. 


Dig  behind  these  headline-grabbing 
conclusions,  however,  and  you  find 
some  remarkable  information.  The 
study  is  based  on  only  17  companies 
that  announced  layoffs  in  1989.  Because 
the  authors  chose  to  study  companies 
immediately  after  they  announced  cut- 
backs, rather  than  after  the  layoffs 
took  place,  they  give  a  distorted  view. 

Dig  further,  and  you  find  that  the 
authors'  list  of  companies  includes  Dig- 
ital Equipment,  General  Motors,  IBM, 
and  Unisys— troubled  giants  that  are 
hardly  candidates  for  quick  turnarounds. 
"A  lot  of  these  companies  are  poorly 
managed  concerns  that  got  in  trouble," 
says  Noel  M.  Tichy,  a  management  pro- 
fessor at  the  University  of  Michigan. 
"If  they  refused  to  lay  off  people,  they 
would  report  bigger  losses  or  go 


bankrupt."  Concedes  Kenneth  P.  De 
Meuse,  one  author  of  the  study:  "There 
may  be  a  chicken-and-egg  thing  here." 

In  other  words,  there's  no  telling 
whether  the  deteriorating  results  are 
the  consequence  of  the  layoffs,  or— as  is 
more  likely— merely  the  further  play- 
ing out  of  the  business  woes  that 
sparked  the  downsizing  in  the  first 
place.  Two  years  may  not  be  long 
enough  to  see  results.  Indeed,  if  De 
Meuse  and  his  colleagues  had  extended 
their  period  of  review,  they  also  would 
have  found  sizable  rises  in  net  income 
and  profit  margins  at  other  companies 
in  the  study,  including 
Boeing,  Chrysler,  Hew- 
lett-Packard, Motorola, 
and  Texas  Instruments. 

These  companies  are 
among  those  that  have 
aggressively  cut  costs 
and  changed  the  way 
work  is  done.  When 
John  F.  Welch  became 
chief  executive  of  Gen- 
eral Electric  Co.  in 
1981,  the  company  em- 
ployed nearly  420,000 
people.  Today,  some 
222,000  are  on  the  GE 
payroll,  yet  the  compa- 
ny has  tripled  its  net 
profits  and  more  than 
doubled  its  revenues. 
"I  know  that  GE  made 
a  bundle  of  money  out 
of  downsizing,"  adds 
Tichy,  co-author  of  a 
book  on  Welch.  "If  you 
figure  that  each  person 
with  salary  and  benefits  costs  about 
$60,000  a  year,  that  means  GE  has  tak- 
en $18  billion  out  of  its  cost  structure." 

Make  no  mistake:  Downsizing  is 
hardly  a  quick  fix.  It  is  not  a  strategy, 
and  it  is  not  a  panacea  for  poor  man- 
agement. Healthy  companies  that  slash 
payrolls  instead  of  devising  new  game 
plans  for  growth  are  sending  a  demor- 
alizing message  to  employees.  Massive 
layoffs  should  be  avoided  when  possible 
through  shorter  workweeks,  wage  and 
hiring  freezes,  and  cutbacks  in  execu- 
tive perks.  But  the  idea  that  downsiz- 
ing can't  sometimes  be  an  effective 
way  for  bloated,  uncompetitive  com- 
panies to  cut  costs  is  pure  nonsense. 

Byrne  is  a  senior  writer  covering 
management  for  BUSINESS  WEEK. 
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SIEMENS 

1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray 
tubes  in  1896. 


&  Siemens  Corporation  1994 


1994.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human 
body  more  clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens 
investment  in  research  and  development.  Happily,  you  don't  have  to  be  a 
scientist  to  appreciate  the  results.  Doctors,  hospitals  and  clinics  throughout 
America  are  giving  their  patients  better  care  because  of  Siemens  advances 
in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic  reso- 
nance, nuclear  imaging  and  computed  tomography.  And  that's  the  kind  of 
results  we  can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94.  Box  8003M,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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NORTHWARD,  HO!  I 

WAL-MART  Converting  1 22  Canadian  I 
Woo  I  co  stores  bought  in  March;  first  | 
Wal-Marts  open  this  summer.  .  I 


arketin 


A  GAP  STORE  IN  TORONTO:  IN  AN  ONGOING  SHAKEOVT,  CANADIAN  CONSUMERS  WILL  WIN 


STAPLES  WiH  take  full  control  of  the  3- 
year-old  32-store  Business  Depot  chain 
this  summer.  The  goal  is  to  reach  100 
stores  in  five  years. 


GAP  Has  grown  from  34  stores  in  1 991 
to  64  today/with  more  on  the  way. 


PRICE/COSTCO  Has  opened  37 
warehouse  stores  since  1 985;  plans  to 
open  1 0  more  this  year.  - 


INVASION  OF 

THE  RETAIL  SNATCHERS 


Wal-Mart,  Home  Depot,  Gap,  and  other  Americans  storm  Canada 


While  shopping  for  a  dress  for  a 
wedding  recently,  Andrea 
Dean  spotted  just  what  she 
wanted  in  a  downtown  Toronto  wom- 
en's store.  But  Dean,  a  secretary  with 
five  children,  had  second  thoughts  when 
she  saw  the  $133  price.  So  she  headed 
off  to  Winners,  an  off-price  store  owned 
by  U.  S.  retailer  TJX  Cos.,  parent  of  T.  J. 
Maxx  Stores.  There  she  found  the  same 
brand-name  dress  marked  down  to  $35. 
"I  was  thrilled,"  says  Dean.  With  testi- 
monials like  that,  it's  not  surprising  that 
Winners  outlets  have  been  springing  up 
like  daffodils  across  Canada.  Winners 
Apparel  Ltd.  now  has  27  stores,  up  from 
5  in  1990  when  TJX  acquired  the  chain, 
and  plans  to  add  10  more  this  year. 

That's  just  one  example  of  a  massive 
new  invasion  by  U.S.  retailers  of  the 
$150  billion  Canadian  market.  To  its 
Southern  neighbors,  Canada  looks  like  a 
hot  growth  prospect.  U.  S.  retailers' 
interest  in  Canada  has  been  rising  since 
the  U.  S.-Canada  Free  Trade  Agreement 
took  effect  in  1989.  Now,  a  combination 
of  low  real-estate  prices  and  a  falling 
Canadian  dollar  is  setting  off  a  land 
rush.  The  resulting  competition  is  be- 


ing welcomed  by  consumers.  But  it's 
sending  a  cold  wind  through  Canada's 
recession-squeezed  retail  industry.  By 
the  late  1990s,  "half  of  the  Canadian  re- 
tailers you  see  up  here  now  may  not 
be  in  business,"  predicts  Canadian  re- 
tailing consultant  John  Winter. 
PEER  PRESSURE.  Many  of  the  strongest 
retailers  in  the  U.  S.  are  staking  their 
claim  (table).  In  March,  Wal-Mart  Stores 
Inc.  completed  its  purchase  of  122  stores 
of  Woolworth  Corp.'s  ailing  Woolco  unit 
in  Canada.  It  was  Wal-Mart's  largest  ac- 
quisition ever.  The  chain  is  now  spend- 
ing hundreds  of  millions  of  dollars  gut- 
ting and  renovating  the  stores  before 
putting  the  Wal-Mart  name  on  them  lat- 
er this  year.  In  February,  Home  Depot 
Inc.  spent  some  $150  million  to  buy  75% 
of  Aikenhead's  Home  Improvement 
Warehouse  from  Molson  Cos.  This  sum- 
mer, the  biggest  U.S.  office-products 
retailer,  Staples  Inc.,  plans  to  buy  full 
control  of  Canada's  fast-growing  Busi- 
ness Depot.  Meanwhile,  stores  owned 
by  such  companies  as  Gap,  Talbots, 
Price/Costco,  and  Michaels  Stores  are 
spreading  rapidly. 

Canada  traditionally  has  been  "a  pro- 
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tected  market,  lagging  5  to  10  years  I  ieCi 
hind"  U.  S.  retailing  trends,  says  Winti  m 
For  Canadians,  this  has  meant  far  hi°  jigfe 
er  prices,  less  choice,  and  poorer  ci  ig 
tomer  service.  In  Talbots'  new  Canadi  ife 
stores,  in  contrast,  clerks  thank  custo:  nop 
ers  and  ask  if  they  would  like  their  pi  n  | 
chases  boxed,  says  Cathy  Langdon, 
confessed  shopaholic  from  Toronto.  "TV 
is  almost  never  done  in  Canada,"  s 
says. 

Most  of  the  new  entrants  are 
ahead  of  Canadian  retailers  in  buyi: 
practices,  distribution,  and  use  of  compi 
er  technology.  Factor  in  the  economies 
scale  gained  through  doing  some  pi 
chasing  through  their  U.  S.  operatioi 
and  the  Americans  boast  a  significa 
cost  advantage,  industry  experts  si 
Home  Depot  Canada,  for  example,  bu 
all  its  wares  directly  from  manufacture 
instead  of  through  distributors.  Steph 
Bebis,  president  of  Home  Depot  Cana< 
figures  that  let  the  chain  undercut  co 
petitors'  prices  b\  30 .  at  first.  Its  riv 
have  since  dropped  their  prices, 
Home  Depot  is  still  5%  to  10%  lower. 

U.  S.  retailers  are  also  pressing  th 
Canadian  peers  on  service  and  selectii  tl. 
Each  Home  Depot  store  has  12  to 
pluml  >ers,  electricians,  and  other  prof  | 
sionals  to  answer  shoppers'  questioi  n 
Wal-Mart  is  hiring  four  people  per  six  u„  , 
as  greeters.  Gap  and  Talbots  are  luri 
shoppers  with  sharp  fashions.  "Eigl 
percent  of  my  friends  are  purchasi 
clothes  at  GapKids,"  Langdon  says. 

Wal-Mart's  takeover  of  Woolco  is  t|if 
timony  to  U.  S.  retailers'  appetite.  W 
Mart  is  overhauling  all  122  stores,  tw 
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many  renovations  as  it  has  ever  done 
a  year.  A  team  of  25  experts  from 
idquarters  in  Bentonville,  Ark.,  is 
ping  the  new  Wal-Mart  Canada  adapt 
rything  from  Wal-Mart's  buying  prec- 
is to  its  state-of-the-art  computer  sys- 
1.  Top  managers  have  been  sent  to 
Walton  Institute  of  Retailing  to  soak 
Wal-Mart's  legendary  service  culture, 
ndustry  watchers  expect  Wal-Mart 
be  Canada's  largest  retailer  within 
;  years.  Still,  Wal-Mart  executives 
cede  they  face  a  huge  task.  Wool- 
*th  "hadn't  invested  any  real  money 
;he  business  since  1982,"  says  Bruce 
st,  chief  executive  officer  of  Wal-Mart 
lada,  who  was  president  of  Woolco 
the  past  2V>  years.  While  Woolco 
ked  as  Canada's  second-largest  dis- 
nter,  after  Hudson's  Bay  Co.'s  Zellers 
.,  "it  had  fallen  way  behind  the 
es,"  West  says.  Wal-Mart  decided  it 
ldn't  salvage  Woolco's  archaic,  ineffi- 
it  distribution  system:  Its  small  ware- 
ses  could  not  handle  Wal-Mart-style 
ame.  So  the  retailer  has  contracted 
;ribution  to  a  Canadian  unit  of 
tain's  Tibbett  &  Britten  Group  PLC. 
mwhile,  Wal-Mart  has  been  criticized 
,he  Canadian  press  for  slip-ups  such 
nailing  "terms  of  employment"  letters 
English  to  its  managers  in  French- 
aking  Quebec.  "It  was  an  error,"  ad- 
s  West,  a  native  of  Quebec. 
ing  problems.  This  might  seem  like 
sky  time  to  be  forging  northward. 
!  past  three  years  "have  been  the 
diest  for  retailers  since  the  1930s," 
3  Alasdair  McKichan,  president  of 
Retail  Council  of  Canada.  Winter  es- 
ites  that  a  harsh  recession  and  a 
7%  national  sales  tax  slashed  re- 
spending  15%  in  real  terms  from 
;  to  1992.  About  10%  of  Canada's  re- 
ts  went  out  of  business.  Spending 
begun  to  pick  up  thanks  to  the  eco- 
ic  recovery.  But  with  unemployment 
a  sky-high  10.6%,  consumer  confi- 
;e  is  hardly  buoyant, 
i  addition,  some  of  Canada's  big  re- 
ts  are  getting  more  competitive. 
425-store  Canadian  Tire  hard-goods 
n  has  shaken  up  its  management 
cut  prices  on  more  than  10,000 
[  s.  Similarly,  the  242-store  Consum- 
Distributing  hard-goods  chain  had 
using  a  distribution  system  so  cum- 
ycae  it  was  impossible  to  shift  toast- 
rom  one  store  to  another.  Last  year, 
•/itched,  like  Wal-Mart,  to  Tibbett 
•itten. 

>wever  the  battle  shakes  out,  Cana- 

consumers  will  be  winners.  "They'll 

more  merchandise  for  less,"  says 

Mart's  West.  Andrea  Dean  can't 

As  competition  forces  down  prices, 

ill  help  our  family  a  lot,"  she  says. 

ms  of  Canadians  no  doubt  agree. 

!  By  William  C.  Symonds  in  Toronto 
l  


BREITLING 

1884 

Instruments  for  Professionals 


OLD  NAVIT1MMR 
Development  of  the  flyers'  chronograph 
launched  in  1952:  it  is  now  water-resistant  to 

30  meters.  Its  slide  rule,  a  real  computer 
allowing  flight  preparation,  also  enables  the 
conversion  of  currencies,  miles  to  km,  etc 
Great  legibility,  during  both  night  and  day 

Selfwinding  mechanical  movement. 
With  leather  strap  or  Pilot  metal  bracelet 


AUTHORIZED  BREITLING  AGENT: 

alvin  goldfarb,  jeweler 

305  Betlevue  Way  N  E  Betlevue.  WA  98004 

(206)  464-9393 
(800)  477-4171 
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■$299  upgrade  price  direct  from  Lotus  Offer  good  while  supplies  last  "In  Canada  tall  l-800-CO-LOTUS  I  1994  Lotus  Development  Corporation  ss  Cambridge  Parkway  Cambridge  MA  02142  All  nghts  reserved  Lotus  1-2-3  Smart! 
Am:  I  'r. .  Approach  Freelance  Graphics  and  Working  Together  are  registered  trademarks  and  Version  Manager  and  Organirer  are  trademarks  ol  Lotus  Development  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation 


lotus"  1-2-3"  has  a 
feature  called  version 
Manager™  that  lets 
you  work  with  other 
people  on  the  same 
spreadsheet  by  keep- 
ing track  of  when 
changes  are  hade,  who 
makes  them  and  why. 

and  1-2-3  is  part 
of  lotus  smaresuite." 
five  windows™  appli  - 
cations-including 


Lotus. 


Working  Together' 

ami  pro"  word 
processor,  approach' 
database,  freelance 
graphics"  and 
Organizer™-  that 
work  together  and 
share  information  in 
remarkable  ways, 
look  into  it.  a 
smartsu i te  upgrade 
costs  $299."  Or  get 
the  trial  kit  for 

$14.95.  CALL 
1-800-TRADE-UP, 
EXT.  9651.*' 
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WOLFGANG  FLOTTL'S 
NETWORK  OF  SHADOWS 
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The  financier's  rumored  losses  are  sending  ripples  from  Vienna  to  the  Caribbean  to  Wall  Street 


To  his  New  York  society  friends, 
Wolfgang  Flottl  is  just  another 
well-heeled  up-and-comer.  Born  in 
Austria,  he  is  married  to  Barbara  Anne 
Eisenhower,  the  granddaughter  of  Pres- 
ident Dwight  D.  Eisenhower,  and  at- 
tended Richard  M.  Nixon's  funeral.  He 
has  an  eight-acre  spread  called  Castle 
Point  in  Tucker's 
Town,  in  an  exclusive 
Bermuda  billionaire's 
enclave  where  his 
neighbors  are  Ross 
Perot  and  Italian  me- 
dia mogul  and  Prime 
Minister-elect  Silvio 
Berlusconi. 

A  former  Kidder, 
Peabody  &  Co.  vice- 
president,  Flottl,  38, 
drives  a  $229,000 
Lamborghini  Dial  >lo 
and  motors  a  $700,000 
speedboat  named  Bar- 
bara Anne  of  Hamil- 
ton, according  to  The 
lie nu  ikIii  Sun.  He  is 
developing  the  tallest 
building  in  downtown  Hamilton,  Bermu- 
da, in  partnership  with  Sir  John  W. 
Swan,  the  British  colony's  Premier.  Em- 
ploying public-relations  advisers  to  speed 
his  social  aspirations,  Flottl  has  contribut- 
ed to  New  York's  Metropolitan  Museum 
of  Art  and  American  Ballet  Theatre. 
futures  SHOCK.  Some  Wall  Street  firms 
see  Wolfgang  Flottl  in  a  very  different 
light.  To  them,  he  is  a  potential  liability. 
An  aggressive  and  extremely  secretive 
investor,  Flottl  apparently  has  been 
making  hu^e  market  bets.  Although 
hard  information  about  Flottl  is  scarce, 
rumors  abound  on  the  Street  that  his 
sprawling  Bermuda-based  trading  em- 
pire has  suffered  some  serious  losses  in 
the  first  quarter  of  this  year  because 
of  the  sharp  increase  in  interest  rates, 
an  event  that  battered  many  other  pro- 
fessional traders.  Those  losses  came  on 
the  heels,  say  Street  sources,  of  large 
profits  of  $575  million  in  1992  and  $750 
million  to  $1  billion  in  1993. 


The  most  recent  rumors  link  Flottl 
to  large  sales  in  mid-April  of  Japanese 
futures,  German  and  French  bonds,  and 
other  sovereign  debt.  "There  is  a  large 
liquidation  going  on  and  the  Street 
thinks  it's  him  [Flottl],"  says  a  hedge 
fund  trader. 

Some  Street  firms  with  which  he  has 
traded  now  are  reex- 
amining their  expo- 
sure to  Flottl  and 
whether  to  continue 
trading  with  him.  But 
Flottl  still  has  friends 
on  Wall  Street,  in- 
cluding Bear  Stearns, 


that  Ross  Capital  Markets  Ltd.,  his  chi  si 
investment  vehicle,  is  "highly  liquid"  ai 
"very  well  capitalized."  And  they  insi 
that  none  of  the  Street  firms  where 
does  significant  business  has  pulled  cr^wo 
it  lines  from  Flottl. 

Possible  losses  aren't  Flottl's  or 
problem.  Recent  articles  in  the  Austri 
press  have  uncovered  a  close  financ 
relationship  between  Flottl  and  his 
ther,  Walter  Flottl,  chairman  of  the  Vi( 
na-based  Bank  for  Labor  &  Busine: 
known  as  BAWAG.  Owned  by  Austri 
labor  unions,  BAWAG  had  been  consiE 
ered  Austria's  most  conservative  bar 
Yet  Walter  Flottl,  through  bawag,  h  lepra 


[  - 


OUBLE  IN  PARADISE 


Morgan  Stanley,  and  Nomura  Securities 
International.  "We've  done  business  with 
him  for  six  and  a  half  years,  and  its 
been  a  joy  and  a  pleasure.  We  would 
like  to  have  other  clients  like  him,"  says 
Bear,  Stearns  &  Co.  Chief  Executive 
Alan  C.  Greenberg.  Morgan  and  Nomu- 
ra declined  comment. 

Representatives  of  Flottl  won't  com- 
ment on  his  profits  or  losses  but  say 


invested  hundreds  of  millions  of  doll 
in  offshore  companies  affiliated  with 
son,  a  relationship  Walter  Flottl  has  i) 
denied.  The  money,  Austrian  publi 
tions  say,  was  put  in  often  risky,  speci 
tive  investments,  which  Flottl  senior 
nies.  Austrian  authorities  are  investig 
ing  whether  the  bank  took  undue  risi 
The  most  recent  stories  in  the  A 
trian  press  claim  Wolfgang  Flottl  n 
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;s  BAWAG  $1.7  billion,  with  some  $400 
ion  in  loans  extended  this  year  alone 
jover  margin  calls  on  leveraged  in- 
dents when  the  bond  market  turned 
ti.  The  publications  say  Flottl's  appar- 

securities  liquidations  stem  from 
/AG's  effort  to  retrieve  the  banks' 
is  from  Flottl's  Caribbean  entities, 
'lottl's  representatives  deny  these 
orts.  In  a  recent  letter  to  BAWAG, 
ttl  said  that  because  of  "scurrilous 
icks"  in  the  press,  he  was  ending 
lings  with  BAWAG.  Flottl's  representa- 
;s  insist  that  by  the  first  week  in 
f,  Flottl  will  have  terminated  all  out- 
iding  BAWAG  transactions  and  the 
k  will  have  retrieved  all  the  cash 
anced  to  Flottl's  entities.  "The  bank 
l't  have  any  investments— structured 
idvised— by  Ross  or  Wolfgang,"  say 
ttl's  representatives. 
>od  fortune."  By  all  accounts,  fa- 
cial help  from  his  father  and  BAWAG 
>  crucial  to  Flottl's  investment  suc- 
3.  Flottl  obtained  degrees  from  Vien- 
University,  the  London  School  of 
nomics,  and  Harvard  business  school, 

spent  six  years  with  Kidder  in  inter- 
ional  corporate  finance.  But  when  he 

Kidder  in  1987  to  trade  indepen- 
tly,  he  had  very  little  capital  of  his 
i. 

lepresentatives  of  Flottl  acknowledge 


say,  he  has  been  rolling  up  big  profits 
with  U.S.  government  bonds  and  for- 
eign sovereign  debt.  "I've  always  looked 
at  the  relationship  as  an  accommodation 
to  the  bank,  where  the  bank  had  the 
great  good  fortune  to  hook  up  with  a  so- 
phisticated investor,"  says  Theodore  Alt- 
man,  an  attorney  for  Flottl.  "Wolfgang 
helped  them  get  into  the  capital  markets 
and  had  enormous  success." 

Austrian  regulators  may  not  see  it 
that  way.  Traditionally,  BAWAG  remained 
consistently  profitable  by  spurning  such 
fads  as  foreign  lending  and  sticking  to 
mortgage  loans  to  individuals.  But  in 
mid-April,  the  Austrian  maga- 
zine News  published 
a  document  pur- 
porting to  show 
that  BAWAG  had 
loaned  at  least 
$330  million  to 
Ross  Capital,  a 
Bermuda-based 
trading  company 
owned  by  Flottl. 
Subsequent  re- 
ports in  another 
Austrian  magazine, 
Wirtschaftswoche, 
said  that  by  the  end 
of  last  year,  BAWAG 
had     funnelled  as 
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Flottl's  representatives  say  BAWAG 
most  recently  invested  in  some  25  off- 
shore companies  affiliated  with  Flottl, 
which  held  securities  similar  to  collater- 
alized bond  obligations.  Structured  spe- 
cifically for  BAWAG  to  carry  a  very  low 
risk,  they  were  secured  by  U.  S.  gov- 
ernment and  other  sovereign  debt.  Flot- 
tl's representatives  will  not  comment  on 
the  size  of  bawag's  investment,  but  they 
claim  bawag  received  only  LIBOR  plus 
2%  on  most  of  their  investments. 

The  bank's  relationship  with  Flottl 
was  apparently  very  remunerative.  It 
accounted  for  about  a 
quarter  of  bawag's  annu- 
al earnings  over  the  past 
six      years,  making 
bawag  Austria's  most 
profitable  bank,  with  a 
1993  operating  profit  of 
$168  million. 

At  times,  according 
to  Wirtschaftswoche, 
bawag  has  shielded 
profits  for  political 
reasons.     For  in- 
stance, BAWAG, 


^ess 


ed«ac 


WOLFGANG  FLOTTL'S 


WERE  FINANCED  IN  PART  WITH 
FUNDS  FROM  BAWAG,  THE 
AUSTRIAN  BANK  AT  WHICH  HIS 
FATHER,  WALTER  FLOTTL,  WAS 
CHAIRMAN 
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e  initial  assistance  from  bawag,  but 
ct  him  as  a  highly  skilled  investor 

an  almost  uncanny  ability  to  play 
ket  cycles.  In  the  late  1980s,  they 

he  scored  repeatedly  in  risk-arbi- 
e  bets  on  takeover  deals.  When  the 

business  cooled,  Flottl  moved  into 
developed-country  debt,  picking  up 
?e  credits  on  the  cheap  and  selling 
with  big  gains.  More  recently,  they 


much  as  $1.7  billion  to  Flottl  through 
some  two  dozen  companies  affiliated 
with  Flottl  on  various  Caribbean  islands. 
That  amount  exceeded  the  bank's  core 
capital,  News  said.  The  investments  car- 
ried interest  of  LIBOR  (London  interbank 
offered  rate)  plus  5%— high  even  for 
risky  deals.  Walter  Flottl  has  claimed 
that  these  investments  were  riskless  be- 
cause they  were  fully  secured. 


through  Flottl's  off- 
shore subsidiaries, 
invested  massive- 
ly in  the  RJR  Na- 
bisco takeover 
battle  in  1989, 
making  a 
profit  of  $250 
million  to  $300 
million.  But  BAWAG 
did  not  want  to  declare  this 
profit,  which  would  have  incurred  a 
40%  tax  rate  and  produced  a  sudden 
jump  in  earnings  that  would  have  pres- 
sured the  bank  to  declare  a  special  divi- 
dend. Just  as  important,  the  bank  feared 
it  might  have  seemed  inappropriate  for  a 
trade  union  bank  to  profit  from  a  take- 
over battle.  Thus,  Flottl  kept  the  money 
parked  in  overseas  subsidiaries,  funneling 
it  back  to  the  bank  in  the  form  of  high- 
interest  loans.  Flottl's  representatives 
do  not  dispute  this  explanation. 

Flottl's  dealings  with  BAWAG  have  ena- 
bled him  to  create  a  secretive  empire  of 
almost  overwhelming  complexity.  His  main 
company  in  Bermuda  is  Belforte  Group 
Holdings  Ltd.,  according  to  his  representa- 
tives, which  owns  Ross  Capital  Markets, 
his  main  trading  vehicle.  Other  affiliates 
include  Pembroke  Co.,  ebt  Securities  Ltd., 
and  European  Bank  &  Trust. 

Flottl's  main  U.  S.  arm  is  Normandy 
Asset  Management,  which  has  offices  in 
midtown  and  downtown  Manhattan  and 
Greenwich,  Conn.  Normandy  runs  some 
of  Flottl's  money  but  the  company  is 
not  owned  by  Flottl,  says  a  Flottl  repre- 
sentative. It  is  primarily  owned  by  Ed- 
ward Dalidowicz,  a  trader  and  a  close 
associate  of  Flottl,  say  the  representa- 
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tives.  Some  of  Flottl's  money  had  been 
managed  by  Max  C.  Chapman  Jr.,  CEO 
of  Nomura  Securities  International  Inc. 
(BW,  Dec.  20,  1993),  but  the  Flottl  repre- 
sentative claims  that  Flottl  no  longer 
trades  with  Moran  Group,  Chapman's 
investment  company. 

Stories  of  Flottl's  penchant  for  secre- 
cy abound.  The  Bermuda  offices  of  Ross 
Capital  can  only  be  cleaned  when  the 
computer  screens  are  off,  says  a  knowl- 
edgeable Bermuda  source.  Employees 
must  sign  lengthy  contracts  that  con- 
tain strict  rules  against  divulging  infor- 
mation, say  Street  sources.  Flottl  re- 
cently hired  the  former  head  of  the 
Secret  Service  in  New  York  to  provide 
security  for  his  companies.  Despite  the 
fact  that  many  Wall  Street  firms  trade 
extensively  with  him,  financial  officers  of 
two  such  firms  told  BUSINESS  WEEK  that 
Flottl  never  provided  them  with  satisfac- 
tory financial  information.  In  one  case,  a 
government  bond  dealer  stopped  trading 
with  Flottl  when  he  refused  to  provide  a 
peek  at  his  balance  sheet. 
"BEYOND  weird."  Not  surprisingly,  much 
of  the  speculation  about  Flottl  centers  on 
where  he  gets  his  money.  In  early  1992, 
Salomon  Brothers  hired  Kroll  Associates, 
the  investigations  firm,  to  look  into  ru- 
mors that  he  was  tapping  shadowy  Mid- 
dle East  figures  and  that  drug  money 
and  money  laundering  were  involved. 
Kroll  determined  the  rumors  were  base- 
less. But  Arthur  Liman,  Flottl's  attorney, 
asked  Kroll  in  1992  to  investigate  the 
source  of  the  rumors.  Kroll  identified 
an  Austrian  and  an  Israeli  who  had  at- 
tempted to  blackmail  Flottl,  claiming 
that  they  could  help  him  stop  the  ru- 
mors. Kroll  says  the  Israeli  had  played 
this  scam  before  and  that  both  are  now 
under  Federal  investigation. 

Kroll  Chairman  Jules  Kroll  says  he 
reassured  Flottl's  trading  partners  the 
rumors  were  part  of  an  extortion  plot. 
"It  was  beyond  weird,"  Kroll  says.  "Our 
conclusion  was  that  these  dirtballs  had 
tried  to  shake  him  [Flottl]  down.  He  re- 
fused. The  source  of  funds  was  an  ar- 
rangement with  his  father's  bank:  Noth- 
ing more  or  less  mysterious  than  that." 

A  special  task  force  of  representa- 
tives of  the  Austrian  Central  bank  and 
finance  ministry  is  now  probing  bawac's 
offshore  activities.  "It  is  not  forbidden  by 
law  to  have  business  dealings  with  fam- 
ily members.  This  is  an  ethical  question 
that  concerns  only  the  supervisory  lx>ard 
and  the  owners,"  says  Anton  Stanzel, 
head  of  the  Austrian  Finance  Ministry's 
banking  supervisory  agency.  One  issue  is 
whether  the  bank  exceeded  legal  risk 
limits  on  dealings  with  one  client. 

Another  matter  is  whether  the 
BAWAG's  supervisory  board  or  Austrian 


regulators  knew  about  the  bank's  deal- 
ings with  Flottl.  Wolfgang  Flottl's  repre- 
sentatives insist  that  the  bank  was  fully 
informed.  They  point  to  a  letter  Wolf- 
gang sent  BAWAG  in  April  that  said: 
"The  management  and  supervisory 
boards  of  the  bank  which  reviewed  and 
approved  all  of  these  investments  can 
share  our  pride  in  these  outstanding  re- 
sults." But  Stanzel  says  he  was  unaware 
of  the  relationship.  Banking  sources  in 


| 

:  ■ 

Vienna  say  the  supervisory  board  wasrfl  \ 
informed  either.  Walter  Flottl  could  n<  r 
be  reached  for  comment  and  a  bar. 
spokesman  was  unable  to  say  wheth<  y, 
the  board  was  fully  informed. 

As  is  the  case  with  even  routine  fa  L 
ets  of  Wolfgang  Flottl's  empire,  tl 
truth  of  this  matter  is  likely  to  rema 
very  elusive  for  some  time. 

By  LeaJi  Nathans  Spiro  in  New  Yor 
with  Eric  Frey  in  Vienna 
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BOISE  HAS  A  LOT 
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Fancy  finance  hasn't  stemmed  its  losses.  Maybe  a  new  CEO  can 


In  the  paper  industry,  Boise  Cascade 
Corp.  doesn't  have  much  of  a  reputa- 
tion for  cleverness  or  innovation.  Its 
primary  business  is  making  plain  white 
paper  for  office  copiers  and  magazines. 
Because  prices  of  these  commodities 
have  plunged,  Boise  has  spilled  red  ink 
for  three  years.  Even  as  competitors 
have  begun  to  recover,  Boise's  losses 
deepened  in  the  first  quarter. 

But  when  it  comes  to  financing,  Boise 
is  known  as  one  of  the 
most  creative  compa- 
nies around.  Indeed, 
desperation  has  proved 
to  be  the  mother  of  fi- 
nancial invention.  Eager 
to  preserve  its  credit 
rating  and  cut  its  huge 
$2  billion  debt  load  but 
reluctant  to  issue  com- 
mon shares  at  de- 
pressed prices,  Boise 
has  eagerly  embraced 
the  latest  in  Wall 
Street  financial  technol- 
ogy. Guided  by  Gold- 
man, Sachs  &  Co.,  the 
company  has  done  three  novel  issues 
of  preferred  stock  over  the  past  couple 
of  years,  two  of  them  convertibles  de- 
signed to  take  advantage  of  a  hoped- 
for  rise  in  its  distressed  stock  price. 
And  in  a  bid  to  further  slash  its  debt  by 
several  hundred  million  dollars,  Boise 
is  expected  shortly  to  spin  off  its  Cana- 
dian newsprint  unit.  If  prices  don't  rise 
soon,  though,  Boise  might  have  to  get 
even  more  creative. 

On  Apr.  22,  Chairman  and  Chief  Exec- 
utive John  B.  Fery,  64,  pleased  critics 
when  he  announced  he  will  retire  in 
July— ending  a  22-year  stint  as  CEO  18 


LUMBERING 
RESULTS 


months  early.  In  January,  Boise  hi 
earned  the  dubious  distinction  of  beii  K  • 
named  for  the  third  time  to  the  Ca  m 
fornia  Public  Employees'  Retireme  ^ 
System  (CalPERS)  list  of  America's  wor 
investments.  To  deflect  speculation  th  ^ 
he  was  pushed  out,  Fery  said  one  reas  » aI 
he  decided  to  leave  was  that  "the  wor  a« 
of  the  paper  down  cycle  is  behind  us.  ^  < 
Whether  Fery's  departure  will  chanj  ^ 
Boise's  strategy  is  far  from  clear.  Ferj  L  ■ 
handpicked   successc  y 
President  George 
Harad,  50,  rose  throuj 
the  ranks  on  the  finan  K  |j 
side  and  was  heavily  i  ^ 
volved  in  the  prefers  ^ 
issues.  Fery  wants  hi  ^ 
to   stick   with   Boist  . 
long-term  business  stn  s 

egy,  which  is  to  focus  ' . 

pant 

white    paper,  expai 
office  products  distrib 
tion,    and  invest 
new  "engineered"  wo 
products. 

"dazzling."  Known 
a  savvy  financial  stral 
gist,  Harad  has  worked  for  Boise  d 
cade  since  receiving  his  MBA  from  RY 
vard  University  in  1971.  After  six  yea 
as  chief  financial  officer,  the  New  Jers 
native  was  elevated  to  president  a 
chief  operating  officer  in  199L  "George! 
dazzling  in  his  intellectual  ability  and  ! 
nancial  acuity,"  says  Walter  C.  Minnie 
CEO  of  T.J  International  Inc.,  a  Boi.' 
based  competitor. 

Boise  Cascade  could  use  a  little  dazz 
Formed  in  1957,  it  moved  aggressiv( 
into  the  paper  business  in  the  1950s  a 
1960s.  In  the  late  1960s,  it  overdiver 
fied  into  real  estate  and  other  unrelatl 


78  BUSINESS  WEEK/MAY  9,  1994 


inesses.  When  Fery  became  chief  ex- 
tive  officer  in  1972,  he  rescued  Boise 
n  heavy  losses  and  debt.  A  paper-in- 
try  man,  he  refocused  the  company 
wood  and  paper  production.  Profits 
red  in  the  late  1980s.  As  a  result, 
se,  like  its  competitors,  expanded 
Auction  capacity  dramatically,  plowing 
~e  than  $2.2  billion  into  capital  in- 
tments  over  five  years. 
tenance.  But  when  demand  began 
slow  in  1990,  prices  plunged  to  De- 
ssion-era  levels.  While  other  compa- 
3  moved  aggressively  into  higher- 
■gin  products,  Fery  invested  heavily 
Dw-margin  commodity  papers,  which 
ered  most.  Boise's  debt  rose  again, 
le  its  results  sank  to  the  bottom  of 
industry. 

Y>  pay  down  the  debt,  Boise  grasped 
straws.  Issuing  more  common  stock 
i  not  an  option,  since  the  share  price 
i  wallowing  near  10-year  lows.  In- 
td,  Boise  since  1992  has  raised  nearly 
0  million  with  a  series  of  preferred- 
re  offerings  adorned  with  bells  and 
sties,  including  provisions  that  would 
uce  the  number  of  common  shares 
company  has  to  issue  if  the  price 
eeds  certain  levels. 
Tie  two  convertibles  were  structured 
illow  Boise  to  effectively  sell  stock 
iy  at  a  premium.  The  first  in  the  se- 
,  a  $197  million  issue  of  Yield  En- 
ced  Stock,  was  completed  in  Janu- 
,  1992.  Then,  Boise  shares  were 
ling  in  the  low  20s;  the  deal  essential- 
nabled  the  company  to  issue  shares 
0.  But  it  had  to  offer  a  hefty  coupon 

0  so.  One  more  benefit  of  the  trans- 
>n:  It  helped  Boise  continue  the  ques- 
able  practice  of 
ng  its  annu-  A 
60<F-a-share  £ 
k  dividend 

1  as  the 
pany  was 
orrhaging 


Ultimately,  what  will  help 
Boise  most  is  inflation — at 
least  in  paper  prices 


In  February,  1993,  Boise  issued  $115 
million  in  preferred  shares,  becoming 
one  of  the  first  companies  to  tap  that 
market  after  a  lull  of  several  years.  The 
second  convertible  transaction,  dubbed 
ACES  (Automatically  Convertible  Equi- 
ty Securities)  by  Goldman,  was  complet- 
ed in  September  for  $182  million. 

The  financings  have  already  cut 
Boise's  debt-to-equity  ratio  from  1.5  to 
1.2,  and  its  goal  is  to  bring  it  down  to 
0.7.  "It  helped  preserve  our  credit  rat- 
ings and  gave  us  more  flexibility  to  re- 
invest and  sustain  ourselves,"  says  Theo- 
dore Crumley,  who  became  Boise's  chief 
financial  officer  in  February.  While  ana- 


PAPER  TRAIL: 
FERY  (LEFT) 
AND  HEIR 
APPARENT 
HARAD 


lysts  say  the  financings  have  helped 
keep  the  company  alive,  they  point  out 
that  the  moves  have  diluted  outstanding 
shares  by  a  whopping  34%. 

Strengthening  the  balance  sheet 
hasn't  silenced  Fery's  many  critics.  "He 
doesn't  know  a  good  business  from  a 
bad  business,"  says  Louis  Lowenstein,  a 
law  professor  and  corporate  governance 
expert  at  Columbia  University.  Fery's 
harshest  critic,  though,  has  been  Cal- 
PERS,  the  nation's  largest  public  pen- 
sion fund.  Boise  has  languished  on  its 
poor-performers  list  for  three  of  the 
past  four  years,  longer  than  any  other 
company.  CalPERS  notes  that  Boise  has 
spent  more  than  $200  per  share  over 
the  past  11  years  on  capital  invest- 
ments, yet  the  stock  trades  at  only  21%, 
down  from  a  52-week  high  of  27%.  Gen- 
eral Counsel  Richard  Koppes  says  Cal- 
PERS told  Boise  informally  that  it  would 
like  Fery  to  step  down.  And  after  Fery 
announced  his  retirement  plans,  Koppes 
told  BUSINESS  week:  "We're  looking  for- 
ward to  new  management." 

Fery  bristles  at  the  criticism  and  in- 
sists that  his  strategy  has  been  correct. 
"Going  back  to  the  1980s,  I  would  have 
stuck  to  the  same  plan."  Waving  a  copy 
of  the  company's  1990  plan,  he  says 
Boise's  strategy  has  not  changed.  De- 
spite the  recession,  he  thinks  markets 
will  eventually  prove  he  picked  the  right 
kinds  of  paper. 

ROOM  TO  MANEUVER.  Still,  Fery  has 
made  some  minor  course  corrections.  To 
lower  Boise's  dependence  on  commodity 
papers,  he  plans  to  convert  all  its  small- 
er machines  to  higher-margin  specialty 
papers.  He  cut  paper  production  costs 
I  last  year  by  some  $200  million  by  mod- 
ernizing mills  and  improving  processes. 
Because  of  cutbacks  in  Northwest  pub- 
lic timber  harvests,  Boise  will  have  to 
curtail  lumber  and  plywood  production. 
But  it  is  following  the  lead  of  other  com- 
panies in  producing  engineered  lumber, 
a  hot  new  product  starting  to  replace 
solid  sawn  lumber  in  building  houses. 
On  Apr.  25,  Boise  announced  plans  to  in- 
vest $54  million  in  that  business. 

Ultimately,  though,  what  will  help 
Boise  most  is  inflation— at  least  in  paper 
prices.  Since  fixed  costs  are  high,  even 
a  modest  10%,  or  $50-a-ton,  improve- 
ment would  add  as  much  as  $180  million 
to  Boise's  bottom  line.  That  would  also 
give  Harad  some  breathing  room,  after 
Fery  leaves  as  chairman  in  April,  1995, 
to  chart  a  new  direction. 

Meanwhile,  Boise's  beleaguered  share- 
holders are  hoping  that  Harad  will  bring 
the  kind  of  smarts  to  the  business  that 
he  has  helped  bring  to  the  balance 
sheet.  That  may  be  what  it  will  take  to 
lead  Boise  out  of  the  woods. 

By  Dori  Jones  Yang  in  Boise,  Idaho, 
with  Phillip  L.  Zweig  in  New  York 
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DISNEY  MAY  HELP 
BLOCKBUSTER  FEEL 
MORE  ANIMATED 


The  impending  Viacom-Blockbuster 
Entertainment  merger  may  be 
headed  for  a  bust,  but  don't  cry 
for  Wayne  Huizenga,  the  flamboyant 
chairman  of  Blockbuster.  The  betting  is 
that  Disney  may  make  a  bid  for  the 
fast-growing  giant  video  retailer. 

That,  in  fact,  is  what  several  ana- 
lysts have  concluded.  "Blockbuster  is 
now  very  much  in  play,"  says  one  big 
investor,  who  has  been  accumulating 
Blockbuster  shares.  "The  talk  is  that 
Disney  will  make  a  friendly  bid  for 
Blockbuster  at  better  terms  than  Via- 
com's plan,"  says  the  investor,  who  has 
snapped  up  Blockbuster  shares  in  re- 
cent weeks. 

Huizenga  denied  there's  any  discus- 
sion, or  any  deal,  with  Disney.  But 
some  pros  believe  he  would  embrace  a 
Disney  offer  even  if  it  only  equaled 
the  merger  pact  Blockbuster  has  with 
Viacom.  A  Disney-Blockbuster  merger, 
adds  one  analyst,  would  bring  rich  op- 
portunities for  both,  including  a  Dis- 
ney stake  in  Viacom  through  Block- 
buster's ownership  of  Viacom  stock. 

The  big  stumbling  block  to  Viacom's 
deal  is  the  sagging  price  of  its  stock, 
which  has  tumbled  to  23,  down  from  41 
when  the  merger  was  announced  in 
January.  Viacom  had  offered  Block- 
buster its  A  and  B  shares,  plus  a  VCR 
(variable  common  right,  in  this  case)— 
for  a  total  $30.97  equivalent  value  for 
each  Blockbuster  share.  Viacom  was 
counting  on  Blockbuster's  hefty  cash 
flow  (expected  to  rise  to  $600  million 
this  year,  up  from  last  year's  $450  mil- 
lion) to  help  ease  the  debt  burden  it 
has  assumed  for  its  $9.6  billion  acqui- 
sition of  Paramount  Communications. 
phone  call?  Analyst  Paul  Marsh  at 
NatWest  Securities  also  thinks  Dis- 
ney—or a  Baby  Bell  company,  notably 
Ameritech— may  make  an  offer  for 
Blockbuster.  Disney,  he  notes,  has  the 
financial  reso  as  well  as  a  real 

need  for  Blockbuster's  videocassette 
retail  system.  Disney  would  also  find 
Blockbuster's  two  other  major  assets 
useful:  71%  of  motion -picture  and  tele- 
vision distributor  Spelling  Entertain- 
ment, which  now  owns  the  movie  com- 
pany Republic  Pictures,  and  20%  of 
Discovery  Zone,  the  n<  tion's  largest 
operator  of  children's  indoor-entertain- 


CAN  BLOCKBUSTER 
STAY  GLUM  FOR  LONG? 
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ment  and  fitness  facilities.  And  Block- 
buster now  owns  $1.8  billion  of  Via- 
com's preferred  and  common  stock. 

Already,  Blockbuster  is  a  major  dis- 
tributor of  Disney's  videos  and  other 
products,  says  Marsh.  Ameritech  would 
also  find  Blockbuster's  many  outlets 
beneficial  in  promoting  its  telephone 
services,  he  says.  The  analyst  puts  the 
takeover  value  of  Blockbuster  at  $40  to 
$45  a  share.  But  even  without  a  take- 
over, Marsh  thinks  Blockbuster  is 
worth  $35  a  share.  He  figures  Block- 
buster earnings  will  be  $1.28  to  $1.40  a 
share  this  year  and  will  jump  30%  next 
year.  Disney  and  Ameritech  declined 
comment. 


GET  READY  FOR  A 
TUPPERWARE  PARTY 


emember  Tupperware— and 
those  good  old  gatherings? 
.  They're  back.  Their  quiet  re- 
turn last  year  let  shares  of  Tupper- 
ware maker  Premark  International 
nearly  double— from  48  in  January, 
1993,  to  88  in  December.  The  stock 
has  since  eased  to  72. 

No  matter.  Tupperware  bulls,  in- 
cluding Fidelity  Management,  which 
owns  10%  of  Premark,  are  convinced 
the  stock  is  poised  for  a  further  runup. 
"Premark  not  only  turned  around  Tup- 
perware sales  in  the  U.  S.  but  also 
pulled  the  operations  out  of  the  red," 
says  Jane  Gilday,  an  analyst  at  Tucker 
Anthony  in  Boston.  She  notes  that 
Tupperware  operations  in  the  U.  S.  suf- 
fered  a  loss  of  $22  million  in  1992  but 
recovered  strongly  in  1993,  posting  a 
$12.5  million  profit. 


Gilday  says  prospects  for  Tuppe 
ware  sales  worldwide  have  brightene 
as  the  company  has  continued  to  sla; 
costs,  revitalize  recruiting,  and  bolst< 
marketing  strategy. 

That's  not  all.  Gilday  thinks  th 
with  Tupperware  back  on  its  feet,  Pr 
mark  will  seriously  consider  spinnir 
off  two  other  units:  its  food-equipmei 
group  (maker  of  the  Hobart  line 
machines),  which  accounts  for  33% 
sales  but  just  18%  of  earnings,  and  ijj 
group  that  makes  plastic  laminate 
flooring,  tiles,  and  other  products  fi 
kitchens  and  bathrooms. 

Tupperware  alone  is  worth  $75 
share,  Gilday  believes.  The  combin< 
value  of  the  two  other  divisions  is  $2 
for  a  total  worth  of  $100.  She  expec 
the  proceeds  from  any  sale  will  1 
used  to  pay  off  debt  and  repurcha: 
shares. 


TAKING  A  GULP 
OF  WATER  POINT 


In  spite  of  stiff  competition  fro 
bottled  waters,  tiny  newcomer  W 
ter  Point  Systems  thinks  it  can  jo 
the  fray— and  turn  in  some  neat  pre 
its.  You  may  have  seen  its  vendir 
machines  outside  Kmart  or  Wal-Mai 
These  coin-operated  vendors,  bearing 
Canada  Dry  trademark,  aren't  yet 
threat  to  the  prepackaged,  off-the-sh( 
water  on  sale  almost  everywhere.  B 
money  manager  James  Melcher,  pre; 
dent  of  Balestra  Capital,  has  large  be 
on  this  company.  Water  Point  we 
public  in  December  at  5  a  share  and 
now  trading  at  4%.  Melcher  sees  tl 
stock  doubling  in  12  months. 

Water  Point  markets  in  two  way 
In  offices,  its  water-treatment  and  di 
pensing  units,  hooked  up  to  the  cu 
tomer's  water  supply,  are  designed 
replace  traditional  bottled-water  co< 
ers.  And  at  supermarkets  and  discou 
stories,  its  vending  machines  are  co 
nected  to  the  municipal  water  mair 
Water  Point's  dispensers  come  with 
ther  a  basic  carbon-filtration  syste 
or  an  advanced  reverse-osmosis  pr 
cess  that  removes  lead,  sodium,  ai 
other  impurities. 

The  company  is  still  in  the  red,  b 
Melcher  sees  it  earning  50<t  a  sha 
next  year  on  revenues  of  $15  million, 
strong  spurt  from  last  year's  estimate 
$5  million.  Water  Point  President  ai 
CEO  Mark  Hope  says  Melcher's  es 
mates  can  be  achieved.  Furthermor 
he  sees  1996  revenues  of  $30  milli< 
and  earnings  of  $1  a  share. 


piepe 
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"I  Send  People  To  England, 
Ireland  And  Scotland.  I  Can't  Have  My  Faxes 
Go  To  Never-Never  Land." 


'The  people  who  come  to  Elderhostel 
re  learning,  and  they  love  to  travel. 
:  give  them  a  way  to  do  b<  )th 
er  all,  if  you  want  to  study 
e  Canterbury  Tales,  why  not 
dy  it  at  the  Canterbury  Cathedral? 
Last  year,  we  organized  courses  at 
00  schools  in  47  countries.  That  takes 
5t  of  international  faxing— for  every- 


thing from  getting  the  most  accurate 
information  into  our  catalogs  to  trans- 


Or  "How  AT&T  International  Fax  Works  For  Me"  by  Bill  Berkeley, 
Elderhostel  Study  Programs 


mining  last-minute  itinerary  changes. 

"With  so  many  people  depending  on 
us.  we  depend  on  AT&T.  They've  got 
the  most  advanced  fax  technology. 


And,  they're  the  only  ones  with  both  a  Fax 
Service  Center  to  answer  our  questions 
tnd  a  diagnostic  service  that 
I  can  monitor  our  international 
ix  lines  and  minimize  pr<  >blems. 
"So  the  only  lines  we  have  to  worry 
about— are  Chaucer's."  j*\U£P 

For  details,  call  i:iinV'i*--n 
1  800  222-0900.  ADWvTAGE 


ENTREPRENEURS  I 


IS  MESA  AIRLINES 
FLYING  TO 


The  tnpre  Larr^-jRisley  expands,  the  npre  Wfell  Street  frets 


■I 


V 


Farmington,  N.  M.,  like  much  of  the 
Southwest,  doesn't  reveal  itself  eas- 
ily. In  the  hot,  bright  sunlight,  its 
mesas  and  gnarled  landscape  look  brown 
and  infertile.  The  town  itself  is  a  dusty 
collection  of  bleached  concrete  buildings 
and  ramshackle  trailer  parks.  Tucked 
away  in  New  Mexico's  barren  Four  Cor- 
ners region,  Farmington  is  an  oil  boom- 
town  that  isn't  booming  anymore.  It's 
the  kind  of  place  where  the  car  lots  out- 
number the  trees. 

But  if  you  look  closely  when  the  light 
begins  to  angle,  the  mesa  country's  rich- 
ness and  color  si  art  to  emerge.  Larry 
Risley  loves  it  there.  While  many  Farm- 
ington workers  choose  to  commute  from 
Durango,  Colo.— a  scenic,  artsy  enclave 
55  miles  northeast— the  founder  of  Mesa 
Airlines  Inc.  is  building  his  dream  house 
on  35  acres  at  the  edge  of  town.  Larry 
L.  Risley  and  Farmington  were  made 
for  each  other— simple  and  unpreten- 
tious. "Where  I  come  from,  there  was  no 
such  thing  as  an  MliA,"  Risley  says. 


A  little  more  than  a  decade  ago,  Ris- 
ley could  barely  hold  down  a  job.  Now, 
at  49,  he's  chairman  of  one  of  the  na- 
tion's most  successful  airline  companies. 
Starting  in  1980  with  a  five-seat  Piper 
Chieftain  prop  plane,  Risley  built  a  low- 
cost  commuter-airline  empire  that  con- 
sists of  eight  separate  carriers  spread 
across  the  nation— several  of  them  tied 
through  marketing  agreements  to  USAir 
Inc.  and  United  Airlines  Inc.  During  a 
period  when  many  airlines  have  strug- 
gled just  to  stay  aloft,  little  Mesa  has 
lost  money  only  once  in  its  12-year  histo- 
ry. Adjusted  for  splits,  its  share  price 


A  pickup  truck  was  part 
of  the  collateral  when  Mesa 
started  up  with  one 
five-seat  prop  plane 


[est 


has  increased  tenfold  sip 
it  went  public  in  1987. 
ley's  2.6%  stake  is  worti 
hefty  $17  million. 

Lately,  though,  inves 
have  begun  to  worry  al 
Mesa:  The  stock  has  tra 
down  26%  since  mid-Ma 
to  about  WA  (charts).  I 
of  the  decline  is  due  to 
general  drop  in  stock  p 
es.  But  investors  have 
reacted  to  Mesa's  hints 
its  fiscal  second-quai 
earnings  will  be  flat  du 
creeping  costs  in  one  of? 
units.  While  analysts 
expect  full-year  profit.'  P 
post  a  sharp  gain  o 
1993,  the  bad  news  coi 
at  a  time  when  Mesa,  v 
expected  1994  revenue: 
only  $354  million,  is 
barked  on  a  series  of  t  '• 
outs  and  equity  inv 
ments  that  could  cost  n 
than  $120  million.  Ri.' 
has  been  soaring.  But  hi 
ry  is  littered  with  air 
entrepreneurs  who  flew 
close  to  the  sun. 
SAME    FEATHERS.  Me 

biggest  target  appears  hi 
be  Continental  Express, 
sprawling  commuter 
sidiary  of  Continental 
lines  Inc.  Sources  clos<  f 
the   talks   say  Mesa 
weighing  a  deal  to  pay 
to  $60  million  for  a  ma 
ity  of  the  unit.  Trouble  " 


rour 
Bur 


- 

soli 


Continental  Express,  with  about  $ 


million  in  sales,  competes  directly  v  a)v' 
Mesa  units  that  fly  the  colors  of  Un  P 
Express  and  USAir  Express.  Consequ 
ly,  sources  say,  the  unit  would  event 
ly  have  to  be  spun  off  to  shareholder 
a  separate  company. 

A  deal  would  be  the  second  Mesa 
struck  recently  with  Fort  Worth  (T  | 
financier  David  Bonderman,  whose 
vestment  group  controls  Continer 
Bonderman  has  bid  to  finance  the  er 
gence  of  America  West  Airlines 
from  bankruptcy,  and  Risley  has  agi 
to  make  a  $25  million  investment  f< 
10%  stake. 

Meantime,  Risley  is  busy  putting 
finishing  touches  on  a  $32  million  det 
acquire  financially  strapped  CCAir  In< 
commuter  airline  based  in  Charlo  i 
N.  C,  that  flies  as  USAir  Express.  H 
also  risking  $3  million  to  purchase  £  » 
Air,  which  flies  routes  around  the  Vi:  f 
Islands  and  in  Puerto  Rico.  Mesa  is  e  k 
going  international,  taking  a  24%  st 


Tin 
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j  small  commuter  carrier  in  Britain, 
'he  question  is,  can  little  Mesa  han- 
all  this  action  at  once?  Some  think 
"Every  acquisition  they've  ever  done 
improved  earnings,"  enthuses  one 
;e  institutional  holder.  Others  aren't 
sure.  "They  have  an  impeccable 
)rd,"  says  Kidder,  Peabody  &  Co. 
lyst  Samuel  Buttrick,  "but  as  Mesa 
ands,  it  becomes  an  increasingly 
iplex  juggling  act."  Even  Risley  has 
:erns  about  a  possible  Continental 
L  "It'll  take  a  lot  for  my  people  to 
vince  me  it  would  be  in  our  best 
rest,"  he  says. 

lPY  Sundays.  The  problem  isn't  fi- 
ring. Mesa's  balance  sheet  is  strong, 
it  has  $135  million  in  cash  from  op- 
tions and  secondary  stock  offerings. 
Continental  Express  alone  provides 
ugh  management  challenge.  The  unit 
$70  million  last  year,  and  Mesa 
ild  have  to  replace  its  fleet,  insti- 
;  cost  controls,  and  cull  staff  to  turn 
round.  Then,  Mesa  would  have  to 
icture  a  complex  transaction  to  spin 
ff.  CCAir  would  require  heavy  atten- 
as  well.  And  given  America  West's 
and  downs,  Mesa's  investment  in 
\  carrier— though  passive  for  now— 
demand  Risley's  vigilance, 
aking  risks,  though,  is  nothing  new 
Risley.  In  1982,  he  and  his  wife,  Ja- 
(who  now  sits  on  the  board)  pledged 
ir  small  house  and  pickup  truck 
inst  a  $125,000  loan  to  buy  the  plane 
f  were  using  to  shuttle  passengers 
veen  Farmington  and  Albuquerque, 
ie  sold  tickets.  Larry  did  the  mainte- 
ce.  On  Sundays,  the  couple  relaxed 
i  their  young  son  by  washing  down 
plane  and  sprucing  up  its  cabin, 
ooking  back,  Risley  seems  as  sur- 
ed  as  anyone  by  his  unlikely  suc- 
.  "There  was  never  any  grand  plan," 
:ays  with  a  shrug.  The  son  of  a  fire- 
ter  and  school  teacher,  Risley  grew 
n  Abilene,  Tex.,  and  hoped  to  emu- 
his  two  older  brothers  who  landed 
dy  work  as  union  mechanics  for  Del- 
nd  American.  Larry,  who  "figured 
Jung  over  a  70  was  wasted  effort," 
dy  graduated  from  high  school.  In- 
d  of  college,  he  joined  the  Army 
found  himself  stationed  in  Germany, 
sventually  went  to  trade  school  to 
his  aviation  mechanic's  license, 
isley  never  cottoned  to  working  for 
>ne  else.  When  he  did  find  jobs  at 
ral  aviation  airfields,  he  would  soon 
or  get  himself  fired  after  flare-ups 
his  bosses.  While  Janie  worked  as 
[-ray  technician,  Risley  held  a  jum- 
>f  odd  jobs  to  make  ends  meet.  He 
burglar  alarms  and  worked  as  a 
or  in  a  baby  clothes  factory.  "I  was 
y  out  of  my  element,"  he  says, 
sley's  first  attempt  at  going  it  alone 
i  in  1970,  when  he  set  up  an  air- 


craft engine  shop  in  Waxahachie,  Tex. 
That  didn't  work  out  either.  Risley 
quickly  found  himself  deep  in  debt  after 
several  customers  welshed  on  payments. 
Risley  says  he  eventually  made  good 
on  his  debts;  the  shop  ended  up  folding. 

Risley  finally  found  his  feet  in  1979 
when  his  brother-in-law  helped  him  get 
a  job  managing  a  charter  service  for 
Four  Corners  Drilling  Co.,  an  oil  compa- 
ny in  Farmington.  Risley  kept  a  fleet  of 
14  small  planes  going,  ferrying  drillers 
to  and  from  remote  sites  in  the  high 
desert.  The  business  made  extra  money 
with  government  contracts  to  fly  resi- 
dents of  the  nearby  Navajo  reservation 


MESA'S  EARNINGS 
REMAIN  STRONG... 
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to  hospitals.  Everything  went  fine  until 
oil  prices  plummeted  in  1980.  Then,  says 
Risley,  "drilling  stopped  overnight." 

Most  of  the  planes  were  sold  off,  but 
Risley  persuaded  Four  Corners  to  keep 
one  so  he  could  start  a  shuttle  service 
between  Farmington  and  Albuquerque. 
Risley  advertised  his  little  airline  on  lo- 
cal radio  and  put  up  signs  along  roads 
near  the  Four  Corners  Regional  Air- 
port. He  found  he  could  charge  half 
what  rival  Frontier  Airlines  Inc.  was 
getting  and  still  make  money.  In  1982, 
the  Risleys  decided  to  buy  the  Piper 


and  go  into  business  for  themselves. 

Mesa's  acquisition  drive  began  in  1990 
when  Jonathan  Ornstein,  a  31-year-old 
airline  financier,  entered  the  picture.  An 
executive  with  a  tiny  carrier  called,  Air 
L.A.,  Ornstein  first  approached  Risley 
about  buying  out  Mesa.  Risley  wasn't 
selling,  but  he  liked  Ornstein's  brash- 
ness.  He  hired  the  New  Yorker  and  sent 
him  out  to  scout  deals  for  Mesa. 

Ornstein,  like  his  boss,  lacks  a  col- 
lege degree.  But  that's  about  all  the  two 
have  in  common.  They  battle  constantly 
over  the  pace  of  expansion— Risley 
taking  _  the  more  conserva- 
tive position.  So  far,  how- 
ever, their  formula  has 
been  effective:  find  an  ail- 
ing carrier  in  a  good  market, 
slash  staff  and  institute  cost  con- 
trols, upgrade  the  fleet,  and  then 
let  the  managers  run  their  own  show. 
Cost  savings  come  in  a  number  of 
ways  besides  lean  management.  First, 
most  of  Mesa's  units  have  code-sharing 
agreements  with  major  airlines  that  fun- 
nel traffic  their  way  without  big  market- 
ing expense.  Second,  Mesa's  155-plane 
fleet  is  largely  standardized  around  the 
twin-engine  Beech  1900  turboprop.  Stan- 
dardization allows  Mesa  units  to  share  a 
single  maintenance  facility  in  Farming- 
ton.  And  it  lets  the  parent— Beech  Air- 
craft Corp.'s  largest  commercial  custom- 
er—buy in  bulk,  assuring  better  prices 
and  terms. 

odd  couple.  Since  Ornstein  came 
aboard,  Mesa  Airlines  has  struck  a  prof- 
itable balance  between  making  acquisi- 
tions and  minding  operations.  Given  the 
recent  flurry  of  dealmaking,  however, 
some  industry  watchers  wonder  wheth- 
er Ornstein's  go-go  style  is  at  last  get- 
ting the  better  of  Risley's  pragmatism. 
Risley  looks  at  it  this  way:  "We  are  at 
two  ends  of  the  spectrum.  I'm  an  oper- 
ations guy.  Jonathan  wants  to  grow  and 
make  acquisitions.  There's  definitely  a 
controversial  environment  in  the  office, 
but  that's  what  makes  us  have  a  good 
team."  The  tug-of-war  is  currently  play- 
ing out  over  the  proposed  Continental 
Express  deal. 

Sometimes,  when  it  gets  to  be  too 
much,  Risley  scoots  out  to  his  35  acres 
and  chats  with  the  workers  building  a 
new  house  for  him  and  Janie.  He  likes 
to  point  out  the  spot  in  the  yard  where 
a  large  picnic  area  and  gazebo  will  be— 
a  place  for  his  extended  family  to  gath- 
er on  weekends  and  watch  the  light 
change.  People  keep  trying  to  frame 
me  as  a  large-business  executive,"  Risley 
gript  .  "But  when  things  start  to  get 
too  big,  I  kick  and  scream  a  bit."  As 
"< !  esa  considers  its  biggest  deal  ever,  a 
ttle  kicking  and  screaming  may  be  a 
{  ood  thing. 

By  Eric  Schine  in  Farmington,  N.  M. 
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BIOTECHNOLOGY  I 


THE  NEXT  WONDER  DRUG 
MAY  NOT  BE  A  DRUG 


It  may  be  a  therapeutic  gene — and  results  are  improving 


J 


ames  M.  Wilson 
found  his  calling  14 
years  ago,  as  a 
brash  medical  student 
and  PhD  candidate  at 
the  University  of  Michi- 
gan. After  uncovering 
the  genetic  mutation  re- 
sponsible for  a  rare  in- 
herited disease,  he  could 
not  wait  to  tell  the  moth- 
er of  one  of  the  young 
victims.  But  the  mother's 
reaction  was  stony  si- 
lence. "She  didn't  have 
to  say  it— it  was  obvious 
she  was  asking:  "How  is 
that  going  to  help  my 
son?'"  Wilson  says. 

The  sad  answer,  a 
humbled  Wilson  realized, 
was  that  the  discovery 
offered  no  immediate  hope.  But  he  also 
knew  that  a  few  visionary  scientists, 
such  as  Dr.  W.  French  Anderson  at  the 
National  Institutes  of  Health,  were  talk- 
ing about  a  radical  idea  known  as  gene 
therapy— treating  disease  by  slipping  in 
new  genes  to  fix  defective  ones.  The 
notion  was  so  far  into  the  realm  of  sci- 
ence fiction  that  it  was  scorned  by  most 
mainstream  researchers.  But,  facing  a 
mother's  anguish,  Wilson  "decided  what 
I  was  going  to  do." 

With  characteristic  determination,  he 
has  proceeded  to  forge  a  unique  career. 
Unlike  most  medical  researchers,  who 

,          -  .jsssm  specialize  in  a  disease,  he 

has  concentrated  on  a 


— 

- 

method.  "Jim  really  is  the  first  person 
who  trained  through  his  entire  career  to 
be  a  gene  therapist,"  says  Dr.  William 
N.  Kelley,  CEO  of  the  University  of  Penn- 
sylvania Medical  Center  &  Health  Sys- 
tem. Now  that  strategy  is  starting  to 
pay  off.  A  year  ago,  Kelley  hired  Wilson, 
38,  to  head  an  ambitious  institute  for 
gene  therapy  at  Penn.  And  in  March, 
Wilson  published  the  first  paper  showing 
that  an  added  gene  can  make  a  crucial 
biological— and  perhaps  therapeutic— dif- 
ference. 

The  pioneering  experiment  was  per- 
formed on  a  29-year-old  Canadian  vic- 
tim of  familial  hypercholesterolemia  (FH), 
an  inherited  defect  that  reduces  the  liv- 


er's ability  to  process  cholesterol.  Th< 
woman  had  already  suffered  a  heart  at 
tack  at  age  16  and  undergone  bypas; 
surgery  at  26.  To  tackle  the  disease  - 
Wilson  and  his  team  sliced  out  a  hunk  o 
her  liver,  slipped  correct  copies  of 
flawed  cholesterol  receptor  gene  int 
the  excised  cells,  then  returned  then 
to  the  liver.  Two  years  later,  the  genel' 
spliced  cells  appear  to  be  thriving,  reduoT 
ing  the  woman's  cholesterol  levels  b° 

 '  some  20%.  "What  the  ' 

did  was  a  technical  tou  : 
de  force,"  says  Dr.  Gar 
J.  Nabel,  professor  c  ;E 
internal  medicine  and  b  & 
ological  chemistry  at  th  rt 
University  of  Michigan. 
THE  NEXT  BEST?  This  ej  B 
periment  is  only  a  sma  (f0 
part  of  Wilson's  portf( 
lio.  He's  conducting  on 
of  the  trailblazing  gem 
therapy  trials  for  cysti  -' 
fibrosis  and  is  aiming  s  ■ 
other  diseases,  from  '' 
rare  metabolic  ailment  t 
cancer.   At   the   sam ' 
time,  he  is  busy  recrui :c 
ing  two  dozen  new  facu  r2K 
ty  members  and  raisin ') 
money.  He's  also  exploi 
ing  the  idea  of  formin 
a  company  and  forgin'1- 
links  with  pharmaceutical  companies  t 
commercialize  his  gene-delivery  techno  ltr 
ogy.  "There  are  very  few  people  wli c 
could  pull  it  all  off  the  way  Wilson  has  'P- ' 
says  Dr.  Terence  R.  Flotte,  a  Johns  Ho] 
kins  medical  school  pediatrician.  Ad( 
the  irrepressible  Anderson:  "Preser" 
company  excepted,  he's  the  best  perso 
in  the  field." 

Such  praise  isn't  universal,  of  cours 
Wilson  has  come  under  fire  from  m% 
lecular  biologists  for  trying  treatmeni 
on  humans  before  the  basic  science 
fully  understood.  Some  competitors  al; 
downplay  the  FH  result,  saying  the  effe h 
on  serum  cholesterol  is  relatively  smj  in:.- 
and  that  the  invasive  nature  of  tl 


IN  PURSUIT  OF 
GENE  THERAPY 


More  than  200  people 
have  already  been  treated 
with  therapeutic  genes  in 
more  than  a  dozen  clinical 
trials.  Here  are  some 
highlights: 
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FAMILIAL  HYPERCHOLESTEROLEMIA 

■  By  inserting  the  gene  for  a  cholesterol 
receptor  into  the  liver,  scientists  have  been 
able  to  lower  cholesterol  levels  in  a  patient 
with  this  deadly  inherited  disease. 

ADA  DEFICIENCY 

■  Scientists  have  put  the  gene  for  a  key 
natural  enzyme,  adenosine  deaminase,  into 
the  blood  cells  of  children  who  lack  the 
enzyme.  So  far,  the  therapy  is  preventing 
the  deadly  effect  of  the  disease:  a  destroyed 
immune  system. 


CYSTIC  FIBROSIS 

■  Researchers  are  delivering  a  corrc  si 
cystic  fibrosis  gene  to  the  lungs  or  n< 
passages  of  victims.  Preliminary  resi 
show  that  the  altered  cells  make  the 
corrective  protein. 
MELANOMA 

■  By  inserting  genes  that  make  cane 
more  "visible"  to  the  immune  system  ' 
scientists  hope  to  get  the  body  to  attc 
tumors.  In  initial  trials  designed  only 
safety,  one  patient  experienced  remi 
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The  25th  Anniversary  Diamond  Necklace. 

V         '  J5 


brilliant  celebration 
of  your  loving  marriage 

Diamond  center  stone  of  2.00  carats. 
For the •jeweler nearest  you  call  1-800-624-5448.  A  diamond  is  forever. 


National  Stuttering 
Awareness  Week 


MAY  9-15 

Chicago  Bulls'  legendary 
star  Bob  Love  joins  forces 
with  U.S.  Open  champion 
Ken  Venturi  to  educate  the 
public  about  stuttering  and 
its  prevention. 


For  more  information, 
write  or  cull: 

Stuttering 
Foundation 
of  America 

A  Non-Profit  Organization 
Since  1947— 
Helping  Those  Who  Stutter 

P.O.  Box  11749  •  Memphis.  TN  58111-0749 

L -800-992-9392 


This  clock  shown 
slightly  larger 
than  actual  size. 


T 

Time  Like  The 
nr. 


Small  in  stature.  Big  in  meaning. 
Each  collectible  Bulova  Miniature  is 
a  solid  brass  replica  of  a  world  famous  clock, 
and  a  tremendous  way  to  recognize 
your  most  valued  business  associates. 


BW  5/94 


For  more  information,  send  this  ad  plus  your  business  card  to  National  Sales  Manager,  Special  Markeb  Division, 
Bulova  Corporation,  One  Bulova  Ave.,  Woodside,  N  Y.  11377  Call  toll-free  1-800-423-3553.  In  N  Y  C.  1-718-204-4600 


Get  The  Best  Night's 
Sleep  Ever 


•  Select  Comfort's  Air  Cushion 
Design  Conforms  Perfectly  to 
Your  Body's  Contours 

•  Cradles  You  in  Total  Comfort 

•  Recommended  for  Back  Pain 

imirrfWrrn  r:n 

Select  Comfort  provides  proper  back  support  and 
contours  to  your  body,  distributing  weii;nt  evenly 


Innerspring  mattresses  create  pressure  points 
and  uneven  support. 


•  You  Adjust  the  Firmness  to 
Meet  Your  Specific  Needs 

•  20  Year  Limited  Warranty 

•  Adjust  Your  Side  Separately 

•  Try  Risk-Free  for  90  Nights 
Call  Now  For  Your 


FREE  VIDEO  and  Brochi 


1-800-831-1211 

SELECT  COMFORJ 

CORPORATION 

9301  75th  Ave.  N. 
Minneapolis,  MN  55428-1003 

©Select  Comfort  Corp  1994  Dept2715 


the  strategy  in  baboons  in  late  19Sk 
however,  the  animals  came  down  witty 
"boatload  of  wicked  pneumonia,"  he 
calls.  The  dismayed  reaction  to  his  fir] 
ing  from  biotech  industry  scientists  rei* 
forced  his  decision  not  to  get  into  b\ 
with  industry  too  quickly.  "I  know  thatfi 
I  were  in  a  company,  I  would  have  bel 
subjected  to  pressure  to  downplay  ti 
results,"  he  explains. 

The  CF  problem  may  not  be  insil 
mountable.  Wilson's  lab  and  others  hat 
concocted  safer,  more  effective  aderl 
virus  vectors  and  are  experimentiil 
with  a  variety  of  other  promising  gerl 
delivery  systems.  But  all  still  presel 
formidable  hurdles— which  have  two  c( 
sequences  for  Wilson  and  other  resear 
ers.  One  is  that  gene-therapy  clini 
trials  such  as  Wilson's  FH  study 
more  basic  research  than  drug  devel 
ment.  "Gene  therapy  is  turning  the  cl 
ic  into  a  lab,"  says  oncologist  Albert 
Deisseroth  of  M.D.  Anderson  Cancl 
Center  in  Houston.  That's  why  reseani 
ers  warn  against  believing  hype  frc 
companies  that  sponsor  many  tria 
"Companies  are  very  skillful  about  t« 
ing  something  in  a  way  that  helps  th< 
cause  and  stock,"  says  one  scientist 
various  vectors.  Beyond  that,  t 
growing  number  of  possible  gene-deli, 
ery  systems— ranging  from  viruses 
globs  of  fat  called  liposomes— is  changi 
the  shape  of  the  industry.  The  fir 
startups,  including  Somatix  Therapy, 
netic  Therapy,  Vical,  and  Viagene,  ter 
ed  to  form  around  one  vector.  But  no 
"companies  have  all  picked  a  second 
ger,  such  as  liposomes  or  adeno-asso 
ated  viruses,"  says  Dr.  Richard 
Boucher  a  pulmonary  disease  special 
at  the  University  of  North  Carolina. 
Apr.  20,  for  instance,  GenVec  linked 
with  Theragen  Inc.  in  Ann  Arbor,  Mic 
adding  herpes-based  vectors  to  its  or 
inal  adenovirus  systems.  And  in  a  f< 
weeks,  Rhone  Poulenc  plans  to  announ 
an  entire  network  of  alliances.  "We  we 
access  to  all  the  core  technologies,"  e 
plains  Soursac. 

Wilson's  new  Institute  for  Hum 
Gene  Therapy  is  well-positioned  to  ta 
advantage  of  these  trends.  Penn  1 
chipped  in  an  estimated  $12  million 
get  it  off  to  a  fast  start,  and  Wilson  h 
already  snared  $8.5  million  from 
Cystic  Fibrosis  Foundation— the  larg( 
grant  it  has  awarded— plus  major  fur 
ing  from  the  NIH.  Those  resources  gijllft 
him  the  freedom  to  explore  the  m( 
promising  treatments  and  vectors  "wi 
out  the  requirement  that  we  come 
with  something  in  someone's  busine 
plan,"  he  says.  And  he  hopes  to  ke 
things  that  way  at  Penn  until  the  d 
gene  therapy  offers  real  hope. 

By  John  Carey  in  Washington,  w 
Geoffrey  Smith  in  Boston 
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3  BY  JUDY  SILVERMAN 

IOST  OF  USES 

R  RADAR  ON  A  CHIP 


Radar  may  soon  be 
in  everything  from 
cars  to  home  toolboxes. 
Thomas  McEwan,  an 
engineer  at  Lawrence 
Livermore  National  La- 
boratory, has  adapted  ra- 
dar-based sensors  origi- 
nally developed  for 
Livermore's  laser-fusion 
project.  Chips  send  out 
electrical  pulses  as  short 
as  a  50-trillionth  of  a  sec- 
ond. The  sensor  detects 
echoes  from  objects  up 
:00  feet  away,  noting  any  changes  in  position.  The  big 
kthrough:  The  sensor  and  transmitter  package  costs  $10  to 
e,  compared  with  perhaps  $40,000  for  systems  that  perform 
same  functions,  and  it  will  eventually  sit  on  one  chip, 
merigon  Inc.  in  Burbank,  Calif.,  has  licensed  the  tech- 
gy  to  create  warning  systems  for  drivers  who  are  backing 
tnd  cruise-control  systems  that  maintain  constant  distanc- 
•om  other  cars.  Next  year,  Zircon  Corp.  in  Campbell,  Cal- 
liopes to  begin  selling  radar  detectors  that  can  locate 
1  within  concrete.  Other  possibilities:  home  security  sys- 
3,  medical  devices,  and  search-and-rescue  gear. 


IS  FAUXDHA 

LPS  KEEP  DISEASE  AT  BAY 


ince  the  late  '80s,  researchers  have  been  excited  about  the 
idea  of  using  so-called  antisense  technology  to  foil  diseases 
have  a  genetic  component— such  as  replicating  viruses, 
-like  antisense  drugs  attach  to  stretches  of  harmful  genet- 
laterial  the  same  way  a  zipper  zips,  preventing  it  from 
icating  or  doing  its  job.  That's  great  in  the  lab,  but  until 
there  have  been  no  trials  on  patients  to  prove  they  work, 
a  Apr.  28,  scientists  from  Isis  Pharmaceuticals  in  Carlsbad, 
'.,  announced  a  breakthrough:  They  found  that  an  anti- 
e  drug  halted  the  progression  of  cytomegalovirus-induced 
litis,  a  disease  that  can  lead  to  blindness,  in  a  small  study 
DS  patients.  All  of  the  patients  had  previously  failed  to  be 
ed  by  other  available  treatments,  but  those  getting  the 
est  doses  of  the  new  drug,  dubbed  2922,  responded  favor- 
More  extensive  studies  will  be  conducted  this  summer, 
says  Isis  CEO  Stanley  T.  Crooke:  "Antisense  is  a  technol- 
that's  working,  and  working  now." 


LICK  WAY 
SALVAGE  USED  OIL 


nly  8%  of  the  1.4  billion  gallons  of  used  lubricating  oil 
generated  in  the  U.  S.  each  year  is  re-refined  into  high- 
ty  base  stock.  Hoping  to  raise  that  proportion.  Interline 
urces  Corp.  in  Alpine,  Utah,  has  developed  a  process  it 
will  allow  companies  to  turn  a  profit  on  re-refining  even 
lall  quantities. 

ie  standard  re-refining  treatment  calls  for  a  heating  pro- 
in  which  additives  and  contaminants  can  gunk  up  expen- 


sive equipment.  The  new  process  frees  the  oil  from  such  ma- 
terials before  any  heating  takes  place.  That's  because  Interline 
has  figured  out  a  way  to  mix  a  propane  solvent  with  the 
used  oil  at  room  temperature.  The  propane  latches  onto  the 
hydrocarbons  in  the  oil,  casting  the  rest  aside  in  the  form  of  a 
nontoxic  asphalt  base.  The  oil  is  then  distilled.  The  process 
doesn't  involve  the  costly  finishing  step  used  in  the  standard 
treatment,  but  delivers  a  product  that's  nearly  as  good. 

Interline  is  negotiating  with  some  major  U.  S.  oil  companies 
on  licenses  for  the  process.  Western  India  Group  in  New  Del- 
hi has  licensed  Interline's  technology  to  build  plants  in  10 
countries  in  the  Middle  East  and  Far  East. 


SHORT-CIRCUITING 
CANCER'S  BATTERY 


To  multiply  rapidly,  viruses  and  cancer  cells  rely  on  a  back- 
up battery:  an  enzyme  called  creatine  kinase  (CK).  The  en- 
zyme catalyzes  the  production  of  ATP,  which  fuels  metabolism 
in  cells.  Rima  Kaddurah-Daouk  and  her  colleagues  at  Massa- 
chusetts Institute  of  Technology  discovered  the  hidden  source 
of  energy  when  they  found  that  tumor  cells  had  unusually  high 
levels  of  CK. 

Now,  Amira  Inc.  in  Cambridge,  Mass.,  a  division  of  Repligen 
Corp.,  has  created  a  drug  that  blocks  CK  and  short-circuits  that 
backup  battery.  The  drug  is  a  small  molecule  called  AM285. 
Since  healthy  cells  don't  rely  on  CK,  blocking  the  enzyme 
could  offer  a  highly  specific  treatment  with  few  side  effects. 
Animal  tests  show  that  anticancer  drugs  are  dramatically 
more  effective  when  used  with  AM285.  "Cancer  needs  to  be 
handled  as  a  chronic  disease  like  herpes,  with  the  focus  on  ar- 
resting its  growth  instead  of  killing  it,"  says  Kaddurah-Daouk, 
Amira's  president.  Trials  of  the  drug  in  cancer  patients  began 
last  December.  The  company  hopes  to  begin  trials  in  AIDS  pa- 
tients infected  with  the  cytomegalovirus  that  can  lead  to 
blindness. 


ROBOT  SNAKES  THAT  HELP 
DOCTORS  THROUGH  TIGHT  SPOTS 


In  Joel  Burdick's  vision 
of  the  future,  serpents 
are  saviors.  Not  the 
kind  with  fangs,  but  ro- 
botic snakes  designed  to 
wiggle  through  the  rub- 
ble of  a  collapsed  build- 
ing or  a  patient's  intes- 
tines. The  mechanical 
engineer  at  California  In- 
stitute of  Technology  has 
built  a  computerized, 
multijointed  snake  that 
twists  and  inches  for- 
ward when  air  is  moved 
between  bladders  in  its  body. 

Doctors  at  Cedars-Sinai  Medical  Center  in  Los  Angeles  are 
testing  a  10-inch  plastic-and-rubber  prototype  in  pigs.  Entering 
painlessly  through  the  mouth  or  rectum,  the  snake  is  comput- 
er-guided to  slither  to  places  that  current  fiber-optic  endo- 
scopes have  difficulty  reaching.  With  a  camera  attached,  the 
snake  could  radio  pictures  to  a  computer  screen  outside. 
Armed  with  a  small  laser,  it  could  perform  internal  surgery. 
Burdick  thinks  his  snakes  may  be  used  one  day  to  check  gas 
lines,  toxic  waste  dumps,  and  aircraft  engines. 


itis  THE  ROOTS 

OF  A  STRUCTURE 

that  CONTINUE 
TO  PROVIDE 

ITS  STRENGTH  AND 

STABILITY. 


A  DEFINING  PHILOSOPHY.  That  is  what  judge  Samuel  Putnam  wrote 
in  1830  with  his  Prudent  Man  Rule,  thus  creating  the  guiding  principle  upon 
which  professional  money  management  rests.  And  it  is  a  philosophy  still 
maintained  today  at  Putnam  Investments.  The  opinion  stated  that  one  should 
manage  money  as  if  it  were  one's  own,  pvoviding  clients  and  investors  with  a 
balanced  approach  to  investments,  considering  both  income  as  well  as  protec- 
tion of  capital.  It  is  why  we  have  developed  a  demonstrated  strength  in  both 
equities  and  fixed  income,  and  across  a  broad  range  of  asset  categories.  This 
philosophy,  even  more  relevant  today,  forms  the  roots  of  our  firm.  It  is  what 
has  allowed  Putnam,  and  its  clients  and  investors,  to  grow  and  flourish. 

A  TIME  -  HONORED  TRADITION  IN  MONEY  MANAGEMENT 
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GUNNING  FOR  MICROSOFT: 
THE  FEDS'  NEW  WEAPON 


The  Justice  Dept.  is  pushing  an  antitrust  theory  used  on  utilities 


The  feds  may  be  zeroing  in  on  Mi- 
crosoft Corp.— again.  The  Justice 
Dept.'s  Antitrust  Div.  hired  a  new 
lead  litigator,  Samuel  R.  Miller,  for  the 
Microsoft  case  in  December,  and  since 
then  it  has  been  amassing  reams  of  doc- 
uments to  support  a  broad-based  anti- 
trust case.  Justice,  which  inherited  the 
investigation  from  the  Federal  Trade 
Commission  last  August,  has  been  hag- 
gling with  Microsoft  for  more  informa- 
tion and  in  March  issued  fresh  civil  in- 
vestigative demands,  or  subpoenas,  to 
several  companies— including  Texas  In- 
struments Inc.  and  xsoft,  a  Xerox 
Corp.  unit. 

A  final  decision  on  what  type  of 
case,  if  any,  Justice  will  bring  is 
not  expected  until  summer.  But 
Anne  K.  Bingaman,  the  depart- 
ment's gung-ho  antitrust  chief, 
who  recently  hired  60  new  pro- 
fessionals, is  eager  for  a  major 
case— and  Microsoft  could  be  it. 

What's  Justice  focusing  on?  The 
department  isn't  commenting.  But 
attorneys  on  both  sides  say  the 
probe  has  been  widened  to  include 
charges  that  Microsoft's  near- 
monopoly  on  operating  systems- 
tin  ■  basic  software  that  controls 
computers-  gives  ii  an  unfair  edge 
in  applications  that  run  on  those 
systems.  That's  in  addition  to  a 
narrower  case  involving  licensing 
policies  for  Microsoft's  MS-DOS  and 
Windows  operating  systems.  The 
policies,  say  critics,  make  it  tough 


on  OpenDoc— a  program  being  co-devel- 
oped with  IBM,  Apple,  and  others.  Open- 
Doc,  a  method  for  sharing  data  between 
programs,  competes  with  a  similar  Mi- 
crosoft program.  WordPerfect  balked, 
and  Microsoft  backed  down. 

Another  development  caught  Justice's 
eye.  Microsoft  lost  a  patent-infringement 
suit  against  Stac  Electronics,  a  tiny 
Carlsbad  (Calif.)  maker  of  data-compres- 
sion software,  but  convinced  a  court 
that  Stac  illegally  duplicated  hidden  fea- 
tures in  MS-DOS,  which  Microsoft  called 
"trade  secrets."  Those  features  give  Mi- 


But  the  essential-facilities  argume 
has  had  a  poor  track  record  lately, 
failed,  for  example,  in  a  1991  airline-r 
ervation  system  suit.  Critics  contend 
penalizes  companies  for  developing 
successful  product  or  technology.  Sa 
Ronald  Abramson  of  law  firm  Hugh 
Hubbard  &  Reed:  "It's  a  long  shot. 

Other  broad  theories,  such  as  mono 
oly  leveraging,  also  may  be  hard 
prove,  legal  experts  say.  That's  part 
why  the  FTC  gave  up  that  path  befo 
deadlocking  on  the  narrower  issue 
Microsoft's  licensing  practices.  The  cc 
servative  FTC  commissioners  also  w< 
ried  that  likely  remedies— erecting, 
"Chinese  wall"  between  Microsoft's  S3 
terns  and  applications  groups  or  requ 
ing  disclosure  of  product  informatior 
would  constitute  excessive  governme 
intervention. 
"TOO  complex."  Justice  appointees  m 
be  less  hesitant.  Says  David  R.  Bn 
ford,  Novell  Inc.'s  general  counsel:  "1 
sense  a  general  interest  [at]  the  Just 
Dept.  to  explore  issues  that  seemed  t 


er  for  personal  computer  makers  to  buy 
from  rivals. 

vow  OF  SILENCE.  Some  Microsoft  rivals 
think  there's  plenty  of  evidence  that  Mi- 
crosoft uses  its  huge  clout  to  win  in  ap- 
plications, too.  A  recent  example  that 
was  relayed  to  Justice:  In  April,  soft- 
ware maker  WordPerfect  Corp.  was  of- 
fered an  early  copy  of  Chicago,  the  next 
version  of  Windows.  Such  advance  ac- 
cess is  essential  for  getting  new  applica- 
tions to  market.  This  time,  Microsoft 
added  a  clause  to  the  routine  nondisclo- 
sure contract:  For  three  years,  Word- 
Perfect employees  who  see  Chicago  can't 
share  information  with  those  working 


crosoft's  compression  program  an  edge 
that  Stac  can't  match.  Justice  could  view 
that  as  evidence  of  how  Microsoft  uses 
operating-system  knowledge  to  head  off 
applications  rivals. 

Microsoft's  small  victory  could  back- 
fire. It  bolsters  the  concept  of  "essen- 
tial facilities,"  a  broad  antitrust  theory 
that's  a  current  favorite  at  Justice.  Since 
Microsoft's  operating  systems  are  so  key 
to  creating  applications,  the  argument 
goes,  Microsoft  must  behave  like  a  util- 
ity, granting  access  to  all.  Argues  the 
general  counsel  at  a  rival  software  mak- 
er: "It's  fairly  clear,  you  can't  do  busi- 
ness without"  an  operating  system. 


complex  for  the  limited  resources  of 
FTC  to  handle." 

One  factor  working  in  Microsoft's 
vor:  Novell,  one  of  its  harshest  crit 
plans  to  acquire  WordPerfect,  a  ma 
of  office  applications.  That  puts  Novel 
the  Microsoft-like  position  of  supply 
operating  systems  and  applications.  A  \ 
a  wave  of  mergers  is  producing  ot 
big  rivals,  which  could  make  it  hardei 
prove  Microsoft's  dominance.  Perhj 
But  at  the  moment,  Justice  looks  h 
bent  on  at  least  trying. 

By  Amy  Cortese  in  New  York,  Cati 
ine  Yang  in  Washington,  and  Rich 
Brandt  in  San  Francisco 


INFORMATION  PROCf 


EQUITY-INCOME 
FUNDS:  HOW 
MUCH  SAFETY? 


For  those  desiring  a  sound 
investment  in  these  tur- 
bulent times,  equity-in- 
come funds  seem  to  fit  the 
bill.  In  theory,  they  provide 
investors  with  regular  income 
along  with  the  chance  to  par- 
ticipate in  long-term  stock 
growth.  In  addition,  if  the 
market  falters,  the  income 
they  provide  acts  as  a  cush- 
ion, shielding  the  fund  from 
the  most  brutal  losses.  Unfor- 
tunately, the  first-quarter  re- 
sults this  year  belied  these 
attributes:  Equity-income 
funds  performed  worse  than 
the  average  of  all  other  di- 
versified equity  funds— hardly 
reassuring  for  a  supposedly 
defensive  investment.  But 
don't  pass  them  by.  If  the  cur- 
rent market  decline  continues, 
they  may  turn  out  to  be  a 


safer  haven  than  other  types 
of  equity  investment. 

The  trick  to  investing  in 
this  group  is  understanding 
that,  despite  their  common 
classification,  the  funds  have 
widely  varying  strategies.  The 
traditional  equity-income 
funds  simply  pick  stocks  that 
are  paying  out  high  dividends. 
Hence,  they  are  meant  for 
low-risk  investors  who  need 
to  earn  current  income  but 
who  also  want  to  keep  up 
with  inflation.  Other  funds  are 
set  up  more  like  balanced 
funds,  dividing  their  portfo- 
lios among  growth  stocks  and 
fixed-income  holdings,  such  as 
high-yield  bonds.  Then  there 
are  the  aggressive  funds, 
which  seek  a  high  total  re- 
turn and  pay  little  attention 
to  steady  income.  "The  only 


thing  equity-income  about 
some  of  the  funds  is  the 
name,"  says  Roger  Newell, 
who  is  portfolio  manager  of 
the  more  traditional  Vanguard 
Equity-Income  Fund.  "They 
use  derivatives  and  every- 
thing else." 


THE  DIFFERING  APPROACHES  OF  EQUITY-INCOME  FUNDS 


Fund 

Strategy 

Total  return 

Yield' 

Year-to-  date*' 

3-yearf 

FIDELITY 

EQUITY-INCOME  II 

Picks  value  stocks  that  may  be  low-yielding 

(or  non-yielding),  seeking  high  total  return  and  a 

gross  yield  that  need  only  match  the  S&P  500 

2.4% 

.64% 

19.8% 

INVESCO 
i  '-  •  -  TRIAL 
II 

Has  65%  in  growth  stocks  (which  must  have  some 
dividend)  and  35%  in  cash,  bonds,  utilities,  REITs, 
and  convertibles  to  boost  the  yield 

3.8 

-2.96 

13.0 

STR^ 
M0N1 
DIVIDE.  ~ 

Carries  50%  to  70%  electric  utilities  and  the  rest 
in  convertibles  and  REITs,  aiming  for  as  high  a 
dividend  as  possible 

7.3 

-5.38 

9.8 

T.  ROW 

EQUITY-li  fME 

Looks  for  undervalued  stocks  with  high  yields  but 
has  freedom  to  pick  low-yielding  stocks  and 
diversify  across  sectors 

3.3 

-1.69 

11.6 

VANGUARD 
EQUITY-INCO  E 

Holds  nothing  but  common  stocks,  preferably  com- 
Danies  whose  yields  are  higher  than  their  historical 
l  relative  to  the  S&P  industrial  average 

4.6 

-4.12 

9.0 

'  i  2  months  trailing 


V.  4/22/94 


(Average  annual  total  return 


DAIA  MORNtNGSTAR  INC ,  BUSINESSWEEK,  FUND  COMPANIES 
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Whatever  the  strateg 
the  individual  funds,  the  l  . 
term  success  of  the  catej  • 
rests  on  the  effects  of 
dend  compounding.  This  h  fIC . , 
account  for  a  10-year  avet 


annual  return  of  12.6%, 
a  bit  lower  than  the  13.1% 
erage  over  10  years  for 
gressive  growth  funds,  w 
are  far  more  volatile.  "Yie  \ 
not  going  to  protect  yoi 
the  time,  but  yield  is  a  cri  \ 
component  of  total  reti 
says  Brian  Posner,  man 
of  Fidelity  Equity-Incom 
Overall,  the  category's 
score  is  30%  to  40%  1 
than  that  of  the  average 
ty  fund,  says  Amy  Arnot 
analyst  at  Morningstar  M'< 
Funds. 

GRANNY'S  APPROACH.  To 

school  managers,  a  true 
ty-income  fund  must  hav 
overall  yield  of  1.5%  tc 
more  than  the  average  o 
Standard  &  Poor's  500- 
index  (currently  2.9%), 
Nola  Falcone,  manage 
Evergreen     Total  Re 
Fund,  who  calls  herself 
grandmother    of  this 
proach."  Since  yield  goe 
when  the  stock  price 


PERSONAL  B 


I 


if'.-.. 

Ion  M 
seeks 
be 
fen  • 

portfni; 
Mere: 


i,  that  discipline  naturally 
isposes  managers  to  buy 
ltrodden  "value"  stocks 
tend  to  do  well  in  bear 
ets  yet  perform  a  little 
id  the  pack  in  up 
ets. 

aditional  funds  such  as 
ne's  Evergreen  Total  Re- 
and  Vanguard  Equity-In- 
hold  stocks  that  provide 
y  income— even  when  it 
3  at  the  expense  of  the 
return.  The  long-revered 
ton  Monthly  Dividend 
seeks  such  a  high  yield 
t  has  ended  up  carrying 
?en  50%  and  70%  of  its 
portfolio  in  electric  util- 
The  remainder  is  in  real 
investment  trusts  (RE- 
nd  in  convertible  secur- 
It  yielded  7.3%  for  the 
tg  12-month  period,  and 
returned  an  average  of 
13%  over  the  past  10 

concentration  in  inter- 
te-sensitive  utility  and 
ial  stocks,  which  have 
virtually  the  only  game 
■n  for  high  dividends  in 
ast  few  years,  helped 
down   the  traditional 

in  the  first  quarter. 


They  all  lost  in  the  neighbor- 
hood of  4%  to  7%.  Managers 
of  these  battered  funds  make 
no  apologies  for  staying  the 
course.  "We  can't  do  what 
other  funds  would  do,"  says 
James  Stratton,  who  runs 
Stratton  Monthly  Dividend. 
"Our  shareholders  live  off  the 
income."  But  in  early  April, 
interest-rate-sensitive  stocks 
started  to  improve,  while  cy- 
clicals fared  badly,  which  is 
typical  in  bear  markets,  says 
Vanguard's  Newell.  The  far- 
ther the  market  falls,  the  bet- 
ter traditional  equity-income 
funds  will  do  relative  to  other 
funds.  "We're  just  kind  of 
touching  that  point  now,"  he 
says. 

RICH  GLEANINGS.  With  many 
of  their  favorite  stock  groups 
currently  knocked  down  in 
price,  fund  managers  are 
finding  increased  opportunities 
to  gain  higher  yields.  Plus, 
more  corporations  in  general 
have  increased  their  dividends 
this  year  than  in  any  other 
year  since  1981.  "I've  never 
seen  a  market  with  such  good 
buys  in  the  yield  sector,"  says 
Falcone. 

Unlike  traditional  funds, 


other  types  of  equi- 
ty-income funds  had 
the  flexibility  to 
avoid  much  of  the 
damage  wreaked  in 
the  first  quarter. 
Over  the  years, 
more  funds  have 
veered  from  the  eq- 
uity-income man- 
date: They  produce 
little  steady  income, 
and  they  don't  even 
stick  to  equities. 
While  they  can  be 
volatile,  the  more 
aggressive  funds 
have  been  top  per- 
formers. Fidelity  Eq- 
uity Income  II  has 
the  top  three-year 
annual  returns  in  the 
category,  averaging 
19.8%  a' year.  In  the 
first  quarter,  the 
fund  fell  just  1.43%. 
Manager  Posner 
uses  a  value  ap- 
proach, but  he  still 
has  the  freedom  to 
choose  growth 
stocks  that  don't 
even  pay  a  dividend  as  long 
as  the  fund's  gross  yield  at 
least  matches  that  of  the  s&p 
500.  "Having  that  flexibility 
has  been  critical,"  he  says. 

One  equity-income  fund 
that  held  up  well  in  the  first 
quarter  was  United  Income 
Fund,  which  also  has  the  best 
10-year  record  in  the  group, 


ORE  FUNDS 
VEER  FROM 


THE  MANDATE:  THEY 
PRODUCE  LITTLE 
INCOME-AND  DON'T 
STICK  TO  EQUITIES 


averaging  a  16.9%  total  re- 
turn. Manager  Russell  Thomp- 
son, who  looks  for  companies 
in  out-of-favor  sectors  with  lit- 
tle regard  to  yield,  had  start- 
ed buying  cyclicals  in  1990, 
believing  the  market  was  on 
its  way  up. 

Another  more  aggressive 
equity-income  offering  is  In- 
vesco  Industrial  Income.  This 


fund  was  formerly  headed  by 
John  Kaweske,  who  was  fired 
in  January— for  failing  to  re- 
port trades  made  for  his  per- 
sonal account  in  accordance 
with  Invesco's  disclosure 
rules.  Now,  the  fund  has  two 
managers:  Ronald  Lout  over- 
sees the  part  of  the  fund  that 
generates  the  yield,  compris- 
ing convertibles,  convertible 
preferreds,  cash,  bonds,  and 
utilities.  Charles  Mayer,  who 
co-managed  the  fund  with 
Kaweske  for  nearly  a  year, 
runs  the  remaining  05%  of  the 
assets  as  a  diversified  growth 
stock  portfolio.  The  only  ca- 
veat is  that  every  stock  must 
pay  a  dividend,  even  if  it's 
only  a  tiny  one.  But  Mayer 
leaves  Lout  to  provide  the 
fund  with  the  "cushion"  in 
down  markets. 
SHAKEOUT  COMING?  Some  of 
the  equity-income  funds  oper- 
ate more  in  the  middle 
ground.  While  most  prefer 
blue  chips,  Royce  Equity-In- 
come seeks  small-cap  stocks 
with  moderate  to  high  divi- 
dends. The  fund's  manager, 
Thomas  Ebright,  has  chosen 
this  investing  philosophy  be- 
cause he  says  a  moderate-div- 
idend-paying company  is  "a 
prototype  for  a  long-term 
growth  stock."  His  fund  bene- 
fited from  the  relative 
strength  of  small-cap  stocks 
in  the  first  quarter  and  was 
down  only  1.45%.  T.  Rowe 
Price  Equity-Income  manag- 
er Brian  Rogers  looks  for 
undervalued  stocks  with  high- 
er yields  than  usual.  But  he 
can  also  pick  low-yielding 
stocks  and  diversify  across 
sectors.  He  gets  additional 
yield  by  holding  some  bonds 
and  convertible  securities. 

Traditionalists  expect  any 
sustained  bear  market  to  pro- 
duce a  shakeout,  separating 
the  true  equity-income  funds 
from  newer  incarnations. 
They  believe  funds  that  have 
veered  from  the  original  man- 
date of  buying  high-yielding 
stocks  will  falter.  Whether  or 
not  this  forecast  proves  cor- 
rect, if  you  venture  into  the 
equity-income  arena  looking 
for  high  yield  and  a  defensive 
posture,  make  sure  that's 
what  the  fund  you  choose  has 
to  offer.  Amey  Stone 
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MAKING 
THAT  BOND  HIT 
LESS  PAINFUL 


Feeling  blue  about  your 
bond  losses?  Try  turning 
them  into  tax  gains. 
With  a  bond  swap,  you  can 
claim  the  loss  for  tax  purpos- 
es without  losing  your  posi- 
tion in  the  market.  It's  a  neat 
ploy,  but  try  it  only  if  it 
makes  sense  in  light  of  your 
other  financial  goals. 

Here's  how  it  works:  You 
sell  off  your  bonds,  take  the 
loss,  and  immediately  buy 
similar  bonds  for  the  same 
price.  It  doesn't  matter  what 
the  market  is  doing,  because 
the  bonds  you  sell  and  buy 
are  affected  the  same  way. 
You  can  write  off  the  loss 
against  any  capital  gains  you 
may  have— or  against  up  to 
$3,000  in  ordinary  income. 

Thus,  if  you  lost  $5,000  on 
the  value  of  your  bonds,  you 
would  save  $1,400  in  taxes  if 
you  applied  the  loss  against 
an  equal  or  greater  amount 
of  long-term  capital  gains, 
which  are  taxed  at  a  28% 
rate  If  you're  in  the  39.6% 
bracket  and  use  the  deduc- 
tion against  ordinary  income 
tax,  it  would  be  worth  even 
more— $1,980  in  this  case. 
Losses  in  excess  of  $3,000  can 
be  carried  over  indefinitely. 
That's  almost  like  money  in 
the  bank,  says  Meloni  Hallock, 
senior  manager  in  personal  fi- 
nancial services  at  Price  Wa- 
terhouse.  You  can  use  those 
losses  whenever  you  want  to 
realize  gains  in  the  future. 
SWITCHING  OUT.  When  you  re- 
place the  bonds  you  sell,  you 
have  to  he  careful  to  avoid 
violating  the  so-called  wash- 
sale  rule.  This  makes  it  illegal 
to  sell  and  rebuy  "substantial- 
ly identical"  securities  within 
30  days  for  tax  purposes. 
With  municipals,  you  can 
swap  bonds  that  have  the 
same  price,  maturity,  and 
yield,  as  long  as  they  come 
from  a  different  issuer.  If  you 
:^are    swapping  Treasuries, 


which  are  all  issued  by  the 
federal  government,  you  must 
replace  them  with  bonds  that 
have  a  substantially  different 
maturity  and  interest  rate.  If 
you  want  to  buy  back  the 
same  or  very  similar  bonds, 
you  have  to  wait  30  days, 
during  which  time  the  mar- 
ket is  likely  to  move. 

You  can  also  take  advan- 


If  you  don't  have  much 
money  in  bonds,  you  may 
wind  up  losing  any  tax  advan- 
tage to  transaction  fees,  es- 
pecially in  the  less  liquid  muni 
market,  where  broker  com- 
missions run  as  high  as  5%. 
The  smaller  the  lot  of  bonds 
you're  trading,  the  more  ex- 
pensive it  becomes,  says 
James  Cooner,  senior  vice- 


ANATOMY  OF  A  BOND  SWAP 


1  You  bought  50  Florida  Turnpike  Authority  municipal  bonds 
I  (worth  $50,000  at  par)  at  a  discount  of  98,  for  a  total  of 
$49,000.  The  bonds  pay  5%  and  are  due  on  July  1,  2014. 

2 Interest  rates  rise  and  the  value  of  your  bonds  drops  from  $980 
apiece  to  $865,  or  a  total  of  $43,250. 

3 You  sell  the  bonds  and  declare  a  $5,750  loss,  worth  $1,610  in 
tax  savings  if  used  against  a  capital  gain  taxed  at  28%,  and 
worth  $2,277  if  used  against  up  to  $3,000  of  ordinary  income  for 
investors  in  the  39.6%  tax  bracket. 

4 To  maintain  your  position  in  the  market,  you  then  use  the 
$43,250  to  buy  comparable  bonds  trading  at  $865  apiece, 
such  as  Orlando  &  Orange  County  Expressway  Authority  munis 
paying  5%,  due  July  1,  2017. 

DATA:  CABRIELE,  HUEGUN  S  (ASHMAN 


tage  of  a  swap  to  upgrade  the 
quality  or  change  the  matur- 
ity of  your  bonds.  In  today's 
climate,  where  the  spread  be- 
tween yields  on  different  qual- 
ity bonds  is  small,  you  can 
exchange  lower-grade  issues 
for  higher-grade  ones  with  lit- 
tle sacrifice  in  income,  says 
Lauren  Eastwood,  director  of 
research  at  brokers  Gabriele, 
Hueglin  &  Cashman.  And 
since  interest  rates  have  been 
rising,  you  might  want  to 
switch  out  of  long  bonds  into 
short.  But  again,  you  may 
have  to  give  up  some  yield. 


president  for  tax-exempt 
bonds  at  the  Bank  of  New 
York.  He  recommends  stick- 
ing with  lots  of  more  than 
$100,000.  But  if  you  have 
smaller  amounts  to  invest, 
you  can  still  employ  essential- 
ly the  same  strategy  with 
bond  funds:  To  avoid  transac- 
tion costs,  switch  between 
two  no-load  funds  or  funds 
within  the  same  family,  where 
that's  allowed. 

Most  people  wait  until  the 
end  of  the  year  to  make 
swaps,  when  they  have  a 
clearer  picture  of  the  year's 


gains  and  losses,  says  Ste\ 
Weinstein,  a  tax  partner 
individual  tax  services  at 
thur  Andersen  in  Chica 
But  Gabriele's  Eastwood 
gues  that  if  investors  sw 
now,  they'll  pay  lower  dea 
fees  because  there's  less 
mand.  When  "everyone 
is  doing  it,  it's  usually  m 
costly,"  she  says.  Also,  if 
market  comes  back  later 
the  year,  she  points  out, 
may  have  missed  out  on 
opportunity. 

CHANCES    ARE.    The  WC 

thing  you  can  do,  howe^ 
is  swap  simply  because 
opportunity  exists, 
broader  economic  consid< 
tions  must  always  come 
For  one  thing,  bond  pr 
have  only  dropped  to  wl 
they  were  at  the  beginr 
of  last  year.  If  you  inves 
before  then,  the  chances 
that  you  still  have  rr 
gains  than  losses. 

Even  if  you  invested  w 
interest  rates  bottomed 
last  fall,  you  still  should 
first  at  your  financial  plan 
goals.  For  instance,  if 
plan  to  hold  your  bond; 
maturity,  you  don't  hav 
worry  about  changes  in  t 
value.  "This  only  matters 
people  who  trade  bond: 
are  looking  for  a  certain 
position,"  says  Price  Wj 
house's  Hallock.  And  t 
there's  the  old  maxim 
you  should  never  do  anyt 
for  tax  purposes  alone.  / 
all,  you're  still  better  off 
ing  taxes  on  profits  than 
paying  taxes  because  you 
money.  Pam  I 
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The  Best 
Investment  You 
Can  Make! 


♦  Up-to-date  performance 
ratings  on  over  1,500  funds 

♦  In-depth  analysis  of  the 

past  year's  mutual  fund  activity 

♦  Upcoming  trends  and 
funds  to  watch 

♦  Unique  Scoreboards  showing 
one-,  five-,  and  ten-year 
performance  records  for  every 
type  of  fund 

♦  What  to  ask  yourself 
before  you  invest 


SSJSinessWeek 


Willi 


R  TAX  RETURNs 


♦  How  to  prospect  for  winning  funds 

♦  Model  portfolios  for  different  investment  goals 


$14.95 


Available  at 

Stacey's  Bookstores,  Book  Soup,  Vroman's,  Tower  Books, 

and  other  fine  bookstores. 


BUSINESS  McGRAW-HILL 


figures  don't  look  right,  you 
ht  to  have  your  claims  examined. 


Is  your  company  paying  too  much 
for  health  care?  Find  out  with  our  free 
Claims  Key  program  for  large  businesses. 
Send  three  months  of  claims  from  your 
PPO  insurance  plan,  and  we'll  show  you, 
line  by  line,  how  much  you'll  save.  So  far, 
every  company  that's  participated  has 
saved  on  medical  expenses— as  much  as 
57%.  Look  into  a  checkup  with  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
The  results  could  be  a  real  eye-opener. 
We  make  the  system  work  for  your 

Calif orniaCare  Health  Plans 


#  Blue  Cross  of  California 


Jr  WE'RE 

WORKING 
FOR  THE  DAY 

MS  MEANS 
MYSTERY 
SOIVED 


Every  day  the  Nati  nal  Multiple  Sclerosis  Society  brings  that  day  closer  by  funding  vital  resear 
to  unravel  the  secrets  of  MS.  It's  because  of  this  research  that  scientists  are  making  significant 
progress  in  the  search  for  a  cure  and  effective  treatments.  Your  support  will  speed  the  day.  He! 
bring  new  me   ling  to  someone's  life.  For  more  information,  call  1-800-LEARN  MS. 


Tr 


NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 

 WE  DON'T  TAKL  MS  1>  I  NG  IXHW   
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srsonal  Business 


I  frican  tribal  art  is  one 
K  of  the  richest  yet  least 
^understood  collecting 
s.  For  many  people,  Afri- 
art  still  means  just  sculp- 
and  masks.  But  collec- 
can  choose  from  a  vast 
f  of  objects,  including  cer- 
nial  clothing,  beaded 
c,  carved  furniture,  and 
g  utensils.  With  Christie's 
Sotheby's  holding  Afri- 
irt  auctions  in  New  York 
lay  5  and  6,  respectively, 
is  a  good  time  to  look, 
icause  dozens  of  African 


\-COTTA  AKAN  HEADS  FROM 
(A  CAN  GO  FOR  $500 

les  each  produced  distinc- 
artifacts,  identifying  and 
ing  their  output  is  chal- 
ng.  Prices  can  vary  enor- 
iiy.  Some  of  the  costliest 
ings  are  those  made  by 
Kota  in  Gabon  and  the 


Worth  Noting 


DATE.  T.  Rowe  Price  has 
ed  its  free  Retirement 
ling  Kit  and  its  Retiree 
trial  Guide  to  reflect 
res  from  the  1993  Tax 
These  include  increased 
on  Social  Security  bene- 
Po  order  either  package, 
00  541-8460. 

>D  BOAT.  If  you  want  to 
lto  gastronomic  heaven, 
summer's  Culinary  Ex- 
?anza  aboard  the  Royal 
I  ?  Queen  features  meals 
ister  chefs  Paul  Bocuse 
atrick  Martin  and  wine 
gs  led  by  Christophe 
of   Domaines  Lafite 
*hild.  Leaving  Lisbon  on 
.8,  the  14-day,  four-coun- 
uise  starts  at  $12,295; 
md  person  in  a  cabin 
.0%.  Call  800  422-8000. 


Collecting 

OUT  OF  AFRICA:  A  BUYER'S 
MARKET  IN  TRIBAL  ART 


Senufo  and  Baule  in  the  Ivory 
Coast.  Their  work  influenced 
artists  such  as  Picasso  and 
Modigliani.  The  best  of  such 
pieces  sell  at  prices  approach- 
ing $100,000-or  more-put- 
ting them  out  of  range  of 
most  collectors. 

On  the  other  hand,  well- 
known  pieces  are  often  safer 
buys:  Their  provenance  is  of- 
ten established  European  col- 
lections, and  a  consensus  has 
been  reached  on  their  qual- 
ity. Philippe  Leloup,  who  with 
his  wife,  Helene,  has  galler- 
ies in  Paris  and  New  York 
that  offer  some  of  the  most 
exquisite  and  expensive  Afri- 
can art,  says  prices  for  the 
top  pieces  continue  to  rise, 
while  the  middling 
things  have  lan- 
guished. Sotheby's 
holds  the  auction 
record  for  tribal  art: 
$3.4  million  in  1990 
for  a  sculpture  of  a 
Bangwa  queen. 

But  you  don't 
have  to  spend  huge 
bucks  to  get  good 
things.  Eric  Robert- 
son, a  New  York 
dealer  known  for  ec- 
lectic, innovative 
shows,  recommends 
the  works  of  Niger- 
ian peoples  such  as 
the  Ibo  and  Ogoni. 
Small  masks  by 
these  groups  run 
from  $3,000  to  $8,000.  Small 
Yoruba  sculptures  called  ibe- 
jis,  which  are  memorials  to 
dead  twins,  cost  as  little  as 
$1,500.  Elegant  Akan  com- 
memorative heads  fashioned 
from  terra-cotta  begin  at 
around  $500.  Household  ob- 
jects such  as  spoons,  staffs, 
and  combs  often  look  marve- 
lously  sculptural  when  mount- 
ed: They  start  at  about  $100. 
Theodore  Celenko,  curator  of 
African  art  at  the  Indianapolis 
Museum  of  Art,  suggests  col- 
lecting work  from  northern, 
eastern,  and  southern  Africa, 


because  these  areas  have 
been  less  picked  over  than 
the  central  and  western  re- 
gions. "You  can  buy  excellent 
things  in  all  price  ranges," 
says  Lisa  Bradley,  director  of 
Pace  Primitive  Gallery  in 
New  York. 

PITFALLS.  Starting  with  lower- 
priced  items  may  be  wise,  be- 
cause African  art  is  full  of 
traps  for  novices.  One  prob- 
lem is  making  sure  objects 
are  genuine.  In  general,  seri- 
ous collectors  want  items  that 
have  been  made  traditionally 
and  used  in  dances  or  other 
tribal  activity.  But  authentic- 
ity can  be  hard  to  verify,  es- 
pecially with  African  carvers 
turning  out  scads  of  fakes  and 


SMALL  YORUBA  SCULPTURES 
CALLED  IBEilS,  MEMORIALS  TO 
DEAD  TWINS,  START  AT  $1,500 

reproductions.  Wear  marks  on 
masks  or  dried  blood  on  ob- 
jects used  for  sacrifices  may 
indicate  genuineness,  but  such 
signs  can  be  faked,  too.  Poor 
carving  is  usually  the  best  tip- 
off  that  something  isn't  right. 

Dealers  and  experienced 
collectors  advise  beginners  to 
develop  their  eyes  by  becom- 
ing familiar  with  museum  col- 
lections, including  those  of  the 
Metropolitan  Museum  of  Art 
in  New  York  and  the  National 


DANCE  COSTUMES:  TEXTILES 
ARE  A  HOT  NEW  FIELD 

Museum  of  African  Art  in 
Washington.  Informative 
books  include  Art  of  Africa 
by  Jacques  Kerchache,  Jean- 
Louis  Paudrat,  and  Lucien 
Stephan  ($175,  Harry  N.  Ab- 
rams)  and  African  Art  in  the 
Cycle  of  Life  by  Roy  Sieber 
and  Roslyn  Walker 
($29.95,  Smithso- 
nian). 

Local  museum  cu- 
rators and  reputable 
dealers  can  be  help- 
ful in  authenticating 
work.  When  you 
visit  a  dealer,  re- 
member that  it  is  a 
buyer's  market  so 
prices  are  nego- 
tiable. The  dealers 
should  guarantee 
their  wares  and 
agree  to  let  you  re- 
turn purchases  with- 
in an  agreed-upon 
period,  in  case  you 
change  your  mind. 
Ask  about  possible 
legal  problems.  For  example, 
dealers  report  that  the  U.  S. 
is  now  tightening  up  on  an- 
tiquities from  Mali. 

Whether  your  purchases 
will  soar  in  value  is  hard  to 
predict.  Robertson  thinks  that 
as  more  collectors  come  into 
the  tribal-art  market,  they 
will  drive  up  prices  as  they 
have  in  African-American 
paintings  and  crafts.  But  the 
main  reason  to  buy  art  is  be- 
cause you  enjoy  it.  Making 
money  in  this  game  requires 
just  as  much  work  as  in  any- 
thing else.         Stanley  Reed 


BUSINESS 


BUSINESS  WEEK/MAY  9,  1 994  95 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


BUSINESS 


Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


Call  lor  SEMINAR 
locations  and 
dates 


Steel  Framed 
Homes 


STRIBUTORS  WANTED 


•*  Low,  Refundable  Investment  ♦  100  Models  &  Customs 

♦  Extra  Protection  from  High  Winds,  Fire,  Termites  &  Earthquakes 

♦  Fast,  Simple  Bolt-together  Construction  ♦  Complete  Support 

♦  Energy  Efficient  9"  (R-30)  Insulation  ♦  Construction  Training 
Call  to  Order         ^  —  •  ■  — call  tou  today 
S9.S5  VIDEO  or 
FREE  Info  Packet 


^•Tri-Steel 

I  I  f  Structures.  Inc 


1-800  TRI-STEEL 

(817)497-7070  Fax:  (817)  497-7497 


Corporate  Gifts 


|deatl|cr  Specialties 

Custom  Leather  Accessories  for  Golf, 
Fund-Raisers  and  Corporate  Outings 


.  Call  for  Brochure:  1-800-476-7654 
k.         Fax  610-668-9545  J 


Presentation  Equipment 


LASER  POINTER 

STAR- LITE  „mt 


P.O.  Box  2712 
San  Ramon,  CA  94583 
Fax  510-838-3172 


129 

v5hIT)E    24K  GOLD 

plus  shipping  &  handling 

•  1  Year  Limited  Warranty 

•  Range  up  to  100  yds. 

•  WE  include  2  AAA  Batteries 

n       TOLL  FREE 
800-291-5511 


Contact  Lenses 


Save  up  to  75% 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH     LOMB    0  VfSXXl 

FREE  BROCHURE 

■  ■■■■■■■  407-998-9S00 

1-800-780-LENS 


«|  Contact  Lens 
|P  DISCOUNT  CENTER 
l  I  I  I  ■  ■  ■  ■■  mm 

Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  ^ 
and  quality.  Send  for  ,  iJm 
FREE  CATALOG  - 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES.  INC 

Dept.  55  E  Hingham,  MA  02043 


Office  Supplies/Equipment 


America's  Lowest  Priced  ^niQUvSALi- 
Office  Supplies  Direct  to  You"  '~C^W™' 


unl  r  >ol! 


Black  Micro 
120  Rolling 
Ball  Pen 
#60151 


DZ 


#1  Paper  CUp 

78C 


BX/1000 


Vferbatim 


3.5"  Double  Sided 
High  Density  Disk 
»  86269 

$719 

/  BX/10 


#810  Scotch™ 
Magic™  Tape  Deal 

•  Buv  5  roUs*8IO  3f4"  i 
1296'  and  rwei%e  1  roll  fre 


#  70516 


$6^ 


You  simply  won't  rind  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it.,  or  5%  back  on  your  purchase!  Call  for  details 

andyourf^catalog  1-800962-9162 


Investment  Opportunities 


Triumph  Capital 

We  are  an  investment  firm  that  provides  capital  to  established 

and  profitable  privately-held  companies. 
Our  role  is  that  of  investor  and  equity  partner  with  management  I 

in  company  acquisitions  and  expansion  financings. 
With  approximately  $150  million  currently  under  management,  I 

we  have  substantial  capital  available  for  investment. 
We  welcome  investment  proposals  from  anyone  who  is  pursuing  I 
or  attempting  to  arrange  an  acquisition  or  financing  of  a  companyl 

Please  contact  us  at: 


Triumph  Capital 
237  Park  Avenue 
21st  Floor,  Dept.  1 
New  York,  NY  10017 


Michael  E.  Nugent 


Melanie  A.  Okui 


investment  Opportunities 


Your  Complete  Source 
of  Information  on 

Vietnam 


Vietnam  Business  Journal 

Investor's  Newsletter  Written  by 
Vietnam  Business  Experts 

Vietnam  Yellow  Pages 

500  Pages  of  Company  Listings 
Arranged  by  Industry 
212/725-1717  •  Fax  212/545-7353 


Computer  Equipment 


HEWLETT-PACKARD 
BuySalf-Trtda 

LaserJet  CotorPro 
DeskJet  Draft  Pro 

RuggedWrlter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  ano  Vectras  also  available. 
Ted  Dasher  &  Associates 

4117  Second  Ave.  S  Birmingham.  AL  35722 
Phone:  20S/591-4747  Fai:  20V591-1 10* 
aO0/e3s-4833 


Business  Services 


SET  UP  A  TRUST  OR 
INCORPORATE  OFFSHORE 


Offshore  Companies  US  $350 

Offshore  Trusts  $750 
Contact:  Management  Services 
PO  Box  6-5879 
El  Dorado,  Panama 
Fax:  011-507-27-1358. 


RESEARCH  REPORTS 

19.850  academic  topics  available1 
Send  $2.00  for  the  290-page  catalog 
Custom-written  reportsalso  available 
RESEARCH  ASSISTANCE 
1 1  322  daho  Ave  »206BF 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Education/Instruction 


University  Degree 


Salt  Paced  Home  Study  1 
Associate  Bachelor  Master  Dol 

Business  Admin.  Psychology.  Financl 
Tech  Mgrrrt,  Law,  Paralegal.  <j32v 
Int'l  Business,  Health  Care.  /' 
Human  Resources  Admin  J: 

(800)477-2254  (24  hrs) 
Southern  California  University " 
202  Fashion-BW,  Tustin,  CA  92680 


Earn  MBA  At  Home 

I-  B.S./M.S.  Programs  Also  Availabl 

>  Business,  Environmental  Sti  dies.  Computer  Sci 

>  join  studsnts  from  Fortune  500  comp, 

CHADWICK 

UNIVERSITY 

"Learning  not  limited  by  classroom  wa 
For  tree  catalogue  call:  I -800-767-2- 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/JL" 
|  Credit  for  work. /life  exp.  •  Accre 
(800)  444-8569  (24  hrs. 

LaSalle  Universi 

|  Dept.  569  Mandeville,  LA  70470 


• 


Video/Accessories 


INTERNATIONAL  VID 
STANDARDS  CONVER 


Convert  your  VHS  Cassette: 
for  playback  on  any  VCR 
worldwide!  Free  info:  FAX 
FAX  number  to  708-251-31 

NTSC 
PAL-SEC 

AMERICAS  VIDEO  RAN 

1187  Wilmette  Ave.  Unit  219 
Wilmette,  IL  60091  708-251 


OR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


mm  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Health/Fitness 


zNSDIREUt 


up  to  75%  on  Contact  Lenses 


ICUVUi 

as  low  as 

6.95  P«box 


&  LOM1  XA*'°n  I 

0*  Guaranteed  •  Open  7  days  | 
Major  credit  cards  accepted ■ 


300-LENS-1 1 1 


N  AT  HOME 


:tory  direct 

-965-9696  wodd 

407-253  5546  Famous 

IBi  KI.AFSIIK 


jsiness  Opportunities 

Business  Partner   

in  Russia 

sian  company  offers  opportunity 
al  partner  to  sell  products  on 
ssian  market.  Candidates  must 
outstanding  bank  references, 
roposals  write  or  fax:  Russia, 
I,  Moscow,  Box  389.  Fax:  (095) 
-55  Box  Intero. 


TE  POSTAL  CENTERS 


Ibox  manulacturer  lor  FREE 
and  information  on  starting 
n  Private  Postal  Center 


W)  323-3003 
'3)  232  61 81 
•3)  232-7021 
'  62nd  Street,  Los  Angeles,  CA  9000 1 


■DXEuDujB, 


TABLISHEI)  BUSINESSES 
•t)R  SALE  BY  OWNERS 
i  terms  -  Owner  financing.  All 
except  Northeast.  Priced  from 
■  thousand  to  $5M  -  All  types  & 

.   CALL  NOW  

AFFILIATED 
5INESS  CONSULTANTS 
ike  Dougan  719-540-2200 
i64  S.  Circle  Dr.,  Ste  1240 
rado  Springs.CO  80906-41 30 


tware  Publishing 
Opportunity 

oer  of  innovative  3D  CAD 
e  for  custom  home  design 
equity  partner  to  launch  N. 
n  publishing  and  franchising 
ns.  $400K  initial  investment 
d.  Contact  Dave  Mitchell 
1362. 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 
rv  i    *jap    Programmed  to 
Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Business  Opportunities 


OFF-SHORE  CLIENTS? 


Sales  agents  wanted  for 
Cayman  Islands  based  mutual 
funds.  For  details  contact: 
Hem-Mark,  Inc.  P.O.  Box 
490717,  Miami,  FL  33149, 
Fax:  305/365-9342 


Corporate  Gifts 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
New  Milford.  CT  06776.  U  S  A 
(800)  535-5255  •  Fax  (203)  354-2786 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 

Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  foot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  foot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  Buffet" and 
The  Brass  Bell  Bakery*  popularized  in  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base.  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages.  Call 
1-800-284-5673  for  franchise 
information.  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Franchising 


ADDUPTHE 


1—  Industry  leader  m  network  sales  five  years 
in  a  row 

2—  Industry  leader  in  number  of  domestic 
franchise  ceniers 

%—  Raled  industry  leader  in  Success,  Hntnpreneur 
and  income  Of)fH>numlu,s  magazines 

THEY  ALL  ADD  UP  TO  #1. 
m^s'r  Speedy,  Inc. 

for  printing  &  copying  franchise  opportunities  call; 

800-854-3321  # 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 

1  COMMEMORATE 

A  TOURNAMENT 


RECOGNIZE 

A  CONTRIBUTION 

-F 


IpF   CUSTOM  MADE 

TIISJWi 
SCARVES  tOOmm 
CRESTS  12m 


NECKWEAR 
Statnf arts,  CT 

(800)252-5966 
4)322-4142,  FAX:(203)32»-78 
CALL  FOR  INFORMATION 


Travel 


50%  OFF  TRAVEL 


Attention  frequent  travellers!! 
Join  STAY-USA  today  and  save 

50rr  on  your  travel  expenses. 

Call  Toll-Free  24-hrs  for  free 
brochure  and  $1,050  bonus. 

§£*  800-796-0102 

(  Corporate  Inquiries  welcomed  ) 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


mmuv.vi 

EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  711 

FAX  1-510-786-1111 


The  Corporate  Choice' 


America's  Choice  for  corporate 
I  identity  apparel  and  merchandise  I 


The  weak  link  could 

be  your  long  distance  data 

network.  That's  why  so  many 

businesses  rely  on  AT&T 

digital  data  transmission 

services. 

You've  got  the  best  computers. 
Hie  m<  >st  s<  >phisticated  software. 
And  backups  upon  backups.  But 
if  your  data  lines  don't  have  the 
same  level  of  reliability,  your 
information  can  end  up  missing 
in  actk  >n. 

AT&T  data  services  have  the 
reliability  you  need  for  your 
critical  data  applications.  Because 
only  AT&T  has  FASTAR,  a  pat- 
ented "self-healing"  technology 

©1994  AT&T 


that  immediately  identifies  cable 
cuts  and  aut<  >matically  reroutes 
your  data  around  trouble  spots. 
Restoring  service  in  minutes, 
instead  of  hours. 

But  FASTAR  is  only  part  of  the 
AT&T  reliability  stoiy-  there  are 
many  other  chapters.  The  bottom 
line:  no  matter  what  your 
reliability  or  other  data  network- 
ing needs  might  lie,  our  experi- 
enced sales  force  can  work  with 
you  to  custom-tailor  the  best  data 
service  for  your  domestic  or 
global  applications. 

You  don't  have  time  for  down- 
time. You  need  AT&T  reliability  for 
your  digital  data  transmission  ser- 
vices. AT&T  can  provide  you  with 


everything  you  need,  from  AT& 
ACCUNET '  private  line  digital 
services  to  InterSpan"  Data 
Connectivity  Services,  all 
designed  with  the  latest  tecltn 
ogy  to  help  give  you  maximu 
network  "uptime!'  For  more 
information  about  both  domes 
and  international  connections, 
call  your  AT&T  Account  Executr 
or  1  800  248-3632. 

Reliability. 
T/ie  AT&T  Business  Adi  unta 


~  i=  AT&T 
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ODUCTION 

ige  from  last  week.  0.5% 
lge  from  last  year:  1.6% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  9.1% 
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production  index  increased  in  the  week  ended  Apr.  16.  Seasonally  adjusted 
and  truck  output  surged,  as  plants  put  in  a  full  week  after  closings  for  the 
sr  holiday.  Coal,  electric  power,  and  crude-oil-refining  output  and  rail-freight 
c  also  rose.  Paperboard  production  fell,  while  output  levels  of  steel,  paper,  and 
er  were  unchanged  from  the  previous  week.  Before  calculation  of  the  four-week 
ng  average,  the  index  rose  to  193.4,  from  189.7. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc. 
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The  leading  index  rose  during  the  week  ended  Apr.  16,  as  all  the  available 
indicators  showed  stronger  economic  growth  ahead.  The  indicators  were:  higher  stock 
prices,  lower  bond  yields,  and  faster  growth  rates  for  materials  prices,  real  estate 
loans,  and  M2  money  supply.  Data  on  the  number  of  large-business  failures  were 
not  available  Before  calculation  of  the  four-week  moving  average,  the  index 
increased  to  236  6,  from  234.3. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


latest 
week 

Week 
ago 

%  Change 
year  ago 

(4/23)  thous.  of  net  tons 

1,849 

1,910* 

0.3 

S  (4/23)  units 

141,468 

145,130r# 

8.5 

KS  (4/23)  units 

121,156 

122,836r# 

16.2 

RIC  POWER  (4/23)  millions  of  kilowatt-hours 

53,092 

53,302# 

3  0 

IE-OIL  REFINING  (4/23)  thous.  of  bbl ./day 

13,974 

13,485# 

2  2 

(4/ 1 6)  thous.  of  net  tons 

21,242# 

20,373 

12  8 

RB0ARD  (4/ 16)  thous.  of  tons 

826.9# 

839. 8r 

0.3 

R  (4/1 6)  thous.  of  tons 

832. 0# 

825  Or 

2.0 

lER  (4/ 16)  millions  of  ft. 

456. 6# 

464.5 

1.7 

FREIGHT  (4/16)  billions  of  ton-miles 

22  7« 

21.9 

5.1 

es:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
:an  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  VVWPA',  SFPA-,  Association 
irican  Railroads 

REIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

ESE  YEN  (4/27) 

103 

103 

1  1 1 

AN  MARK  (4/27) 

1.67 

1.70 

1.58 

H  POUND  (4/27) 

1.50 

1.48 

1.57 

H  FRANC  (4/27) 

5.75 

5.82 

5.34 

HAN  DOLLAR  (4/27) 

1.38 

1.38 

1.27 

FRANC  (4/27) 

1.43 

1.44 

1.43 

\H  PESO  (4/27)1 

3.295 

3.366 

3.1  17 

s:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
xpressed  in  dollars 

KB 

latest 
week 

Week 
ago 

%  Change 
year  ago 

4/27)  $/troy  oz. 

374  250 

371  350 

70 

CRAP  (4/26)  #1  heavy,  $/ton 

137.50 

137.50 

29.1 

'UFFS  (4/26)  index,  1967=100 

2170 

217.0 

5.5 

(4/23)  C/lb. 

91.6 

90.7 

1.7 

IUM  (4/23)  C/lb 

61.3 

62.6 

19  5 

(4/23)  #2  hard,  S/bu. 

3.59 

3.60 

0.8 

(4/23)  strict  low  middling  1  -1  / 1 6  in.,  C/lb 

77.68 

75.82 

37  3 

:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
insas  City  market,  Memphis  market 


STOCK  PRICES  (4/22)  S&P  500 

444.66 

447  25 

0  5 

CORPORATE  BOND  YIELD,  Aaa  (4/22) 

7  93% 

7.87% 

8.0 

INDUSTRIAL  MATERIALS  PRICES  (4/22) 

98.7 

98  1 

1.4 

BUSINESS  FAILURES  (4/15) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (4/13)  billions 

$424  4 

$422.  lr 

3.9 

MONEY  SUPPLY,  M2  (4/1 1)  billions 

$3,562.3 

$3,549.9r 

3.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/9)  thous 

350 

336 

5  4 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


>: :  >iiM 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

EXISTING  HOME  SALES  (Mar  )m  3ns 

4.06 

3.84r 

18.4 

HOUSING  STARTS  <m 

k.)  annual  rate,  thous. 

1,473 

1,314 

34.9 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Mar)  millions   -$32,315  -$41,566r 


CONSUMER  CONFIDENCE  INDEX  (Apr  ) 


917 


86  7 


-26  5 

35.7 


Sources:  National  Association  of  Realtors,  Treasury  Dept ,  Conference  Board 


W:VVJ  !l>]  V-Wi1  >9i 

0 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (4/ii) 

$1,143.5 

$l,148.1r 

9.5 

BANKS'  BUSINESS  LOANS  (4/13) 

286.9 

288. 8r 

4.4 

FREE  RESERVES  (4/13) 

78  1  r 

783r 

-3.1 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/13) 

150.2 

150.7 

-0  8 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/26) 

3.42% 

3.71% 

2.87% 

PRIME  (4/27) 

6  75 

6  75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (4/26) 

4.14 

4.12 

3.1  1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/27) 

4  09 

4.12 

3  08 

EURODOLLAR  3-MONTH  (4/22) 

4.09 

3  89 

3.09 

Sources:  Federal  Reserve,  First  Boston 


ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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The  Burning  Must  Stop. 
NOW! 


every  day. 

\ou  can  help  stop 
this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion and  support  Rain  Forest  Rescue 

hen  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conserv  ation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  ot  a  football  field  goes 
up  in  smoke  ^bu'd  better  call  now. 


The  National 
Arbor  Day  Foundation 

Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AGCO  42 

Alamo  Rent  A  Car  52 
American  Brands  37 
American  Electric  Power  32 
America  West  Airlines  82 
Amerigon  87 
Ameritech  26 
Amira  87 

Apple  Computer  90 
Arthur  Andersen  44,  94 
Astra  30 
AT&T  14,  36 
Avis  62 

B 


Banco  Espafiol  de 

Credito  51 
Banco  Santander  51 
Bank  of  New  York  94 
Baring  Securities  18 
Barneys  New  York  42 
Bear  Stearns  76 
Beech  Aircraft  82 
Belfonte  Group  76 
Blockbuster 

Entertainment  29 

Boeing  69 

Boise  Cascade  78 

Boston  Consulting 

Group  62 
Bowles  Hollowell 

Conner  53 
Bromar  38 
Bucyrus-Erie  6 
Business  Depot  72 

C 


Cable  &  Wireless  47 
Canadian  Tire  72 
CCAir  82 

Cementos  Mexicanos  47 
Chemical  Bank  42,  52 
Chrysler  26,  33,  44,  69 
Ciba-Geigy  30 
Citibank  44 

Consumers  Distributing  72 

Continental  Airlines  82 

Conyers,  Dill  & 
Pearman  76 

Crestar  Bank  53 

Crown  Media  42 

CS  First  Boston  44,  47 

D 


Daimler  Benz  44 

Dean  Wtter  18 

Digital  Equipment  26,  69 


Eastman  Kodak  42 
EBT  Securities  76 

F 


First  Albany  6 
Food  from  the  'Hood  38 
Ford  26,  32,  102 
Four  Corners  Drilling  82 
Frontier  Airlines  82 
Furman  Selz  29 


Gabriele,  Hueglin  & 
Cashman  94 

Gap  72 

GE  69 

Genetic  Therapy  84 
Glaxo  Holdings  30 
GM  42,  69 

Goldman  Sachs  6,  30,  44, 
78 

Grupo  Gigante  48 
GTE  62 


Haggar  37 
Hallmark  Cards  42 
Hewlett-Packard  26,  68, 
69 

Home  Depot  72 
Hudson's  Bay  72 
Hughes  Hubbard  & 
Reed  90 


IBM  10,  26,  42,  62,  69, 
90 

Industrial  Bank  of  Japan  44 

Intectur  Caribe  47 

Interline  Resources  87 

International  Asset 
Management  76 

Isis  Pharmaceuticals  87 


Jackson  National  Life  6 
Japan  Airlines  8 
J.I  Case  42 


Kaiser  Permanente  30 
Kidder  Peabody  76 
Kmart  16 
Koito  Kogyo  8 
Kroll  Associates  76 


LDDS  Metromedia  47 
Lehman  Brothers  44 
Lone  Star  Industries  47 
Lucky  Stores  38 


M 

MacDonald  Mines 
Exploration  47 

Marutaka  8 

Massey-Ferguson  42 

McDonald's  44 

McGraw-Hill  24 

MCI  6 

Merck  30,  44 

Merrill  Lynch  48,  76 

Mesa  Airlines  82 

Mexpetrol  47 

Michaels  Stores  72 

Microsoft  90 

Mitsubishi  47,  51 

MMS  International  24 

Molson  72 

Moody's  Investors 
Service  44 

Morgan  Guaranty  18 
Morgan  Stanley  26,  47, 
51,  76 

Motorola  69 
N 


New  York  Telephone  62 

Nextel  Communications  6 

Niagara  Mohawk 
Power  62 

Nomura  Securities  76 

Normandy  Asset 
Management  76 

Novell  90 

Nynex  26,  61 

o 


OIS  Optical  Imaging 
Systems  36 

Olivetti  26 

Oracle  26 


Pabst  Brewing  44 
Paramount 
Communications  29 
Parkdale  Mills  37 
Pembroke  76 
Pemex  47 
Petrie  Stores  36 
PPG  Industries  44 
Premier  Health  Alliance  30 
Price  Waterhouse  94 
Price/Costco  72 
Procter  &  Gamble  61 


QVC  Network  29 
R 


Repligen  87 

Resnicow  Schroeder  52 

RHI  Entertainment  42 

RJR  Nabisco  76 

Ross  Capital  Markets  76 

Rubbermaid  42 


Salomon  Brothers  18, 
Sanford  C.  Bernstein  26 
Saturn  16 
Sears  52 
Senn-Delaney  67 
Sherritt  47 
Smith  Barney  Shearson 
SmithKline  Beecham  3C 
Somatix  Therapy  84 
Sprint  16 

Stac  Electronics  90 
Staples  72 
Subaru  47 
SunAir  82 


Talbots  72 
Telefonos  de  Mexico  4  , 
48 


Tenneco  42 
Texas  Instruments  69, 
Tibbett  &  Britten  Grou 
Time  Warner  29 
TJ  International  78 
TJX  72 
Toshiba  102 
Toyota  47,  102 
Toys  'R'  Us  36 
T.  Rowe  Price  95 

U 


p  • 

i_ 

»: 

i 


Unisys  69 
Univision  42 
U  S  West  26 


K0_ 


Verity  42 
Viacom  29 
Viagene  84 
Vical  84 
Virginia  Power  &  Ligh  j 
Volkswagen  42 
Vons  38 


W 


Wal-Mart  72 
Walt  Disney  29 
Warner-Lambert  30 
Wertheim  Schroder 
Western  India  Group 
Western  Union  47 
Westinghouse  62 
Winners  Apparel  72t; 
Woolworth  72 
WordPerfect  90 
Wyatt  69 

X 


IHl  • 


11! 

EE 


Xerox  16,  36,  61,  < 

Hoooo 


XSoft  90 

z 


Zellers  72 
ZIL  102 
Zircon  87 


7*s 


ivestment  Figures  of  the  Wee 


ENTARY 

ibination  of  good  earnings 
and  falling  interest  rates 
cks  higher,  with  the  bat- 
Tall  caps  showing  the 
gains.  Emerging  market 
also  rebounded,  as  bot- 
ers  snapped  up  punished 
he  critical  factor  remains 
ition  outlook,  and  two 
irs  are  flashing  good 
iead:  The  Commodities 
h  Bureau  index  fell  3% 
nonth,  through  Apr.  27. 
d  prices  dropped  4%. 


STOCKS 

Apr       Oct       Apr      Apr.  21-27 


BONDS 

Apr.       Oct.       Apr      Apr.  21-27 


THE  DOLLAR 

Apr       Oct       Apr     Apr.  20-27 


1 


: 


52-week  change 

-3.9% 


1  -week  change 
+2.2% 


52-week  change 
+2.1  % 


1  -week  change 

-1.0% 


RKET  ANALYSIS 

rocKS 

Latest 

%  < 
Week 

■ange 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

NES  INDUSTRIALS 
COMPANIES  (S&P  MidCap  Index) 
OMPANIES  (Russell  2000) 
IPANIES  (Russell  3000) 

3699.5 
172.3 
251.0 
261.0 

2.8 
3.5 
3.6 
2.4 

8.4 

8.4 
13.8 
4.4 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  S00  DIVIDEND  YIELD 
S&P  S00  PRICE/EARNINGS  RATIO 

3.98% 
7. 1  1  % 
2.78% 
20.1 

3.83% 
7.32% 
2.94% 
19  9 

2.98% 
6.92% 
2.85% 
22.0 

?N  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

464.4 
28.9% 
041 
1.80 

464.8 

25.7% 

0.52 

2.06 

Negative 
Neutral 
Positive 
Positive 

1  (FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

3150.0 
19,729.2 
4287.8 

1.7 
-0.8 
4.4 

12.6 
-3.5 
15.6 

USTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

CCO 

6.3 

1 1.9 

AMERICAN  BRANDS 

12.1 

8.2 

345/s 

1EH0LD  PRODUCTS 

3.5 

9.3 

UNILEVER 

5.1 

-2.1 

113 

ERTY-CASUAITY  INSURERS 

3.1 

-3.9 

GENERAL  RE 

6.4 

-43 

112V4 

ESTIC  OIL 

3.0 

-6.6 

PHILLIPS  PETROLEUM 

13  7 

8.9 

32 'A 

)NAl  TELEPHONE  COMPANIES 

3.0 

3.1 

BELLSOUTH 

R  8 

14.7 

6lVe 

VEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

BUILDING 

-15.6 

1.4 

KAUFMAN  &  BROAD  HOME 

-19.7 

1.4 

17% 

MINING 

-15.5 

13.7 

PLACER  DOME 

19  3 

22  6 

20 's 

S  AND  MOTELS 

-12  0 

36.0 

PROMUS 

1  2  8 

54.2 

365/s 

INE  TOOLS 

-1 1.5 

8  5 

CINCINNATI  MILACRON 

-13.9 

19  3 

20% 

FACTURED  HOUSING 

-11.3 

7  8 

SKYLINE 

-16.0 

1  9 

19 

AL FUNDS 


MORNINGSTAR  INC 


total  return 


% 


LAGGARDS 

Four-week  total  return 


HHB  s&P  500 

4-week  total  return 


J  Average  fund 
ek  total  return 


IT  EOUIFUND  ITALIAN  NATL.  FID.  EQUITY  1 2  5 
BARNEY  SHEARS0N  TELEC0MM.  INCOME  4  9 
Y  SELECT  REGIONAL  BANKS  3  4 


stal  return 


M0NITREND  GOLD 

BENHAM  GOLD  EQUITIES  INDEX 

G.T.  LATIN  AMERICA  GROWTH  A 

52-week  total  return 


-19.7 
-18.9 
-18.0 

% 


R  INTERNATIONAL  GROWTH  A  47  9 

TON  STRATEGIC  INVESTMENTS  47  2 

MIDAS  GOLD  45  7 


STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -25  2 
M0NITREND  GOLD  -25  1 

EXCEL  VALUE  -216 


t] 


IVE  PORTFOLIOS 


DRI/McGRAW-HILL 


H  tounts 

Ml  t  the  present 

s  $10,000 

<H  one  year  ago 

(\  srtfolio 

W  es  indicate 
o(  )tal  returns 


Foreign  stocks 
$12,210 

+0.09% 


Gold 
$10,652 

+0.32% 


U.S. stocks 
$10,604 

+2.11% 


UJ 


llll 


Treasury  bonds 
$10,371 

+2.80% 


Money  market  fund 
$10,203 
+0.04% 


i  poqe  ore  as  of  marker  close  Wednesday,  Apr.  27,  1994,  unless  otherwise  indicated.  Apr.  26.  Mutual  fund  returns  are  as  of  Apr  22  Relative  portfolios  are  valued  as  of  Apr  26.  A  more 
.  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request 
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NIXON:  A  TATTERED  ECONOMIC  LEGACY 


■  n  1971,  right  after  Richard  Nixon  imposed  wage  and  price 
1  controls  and  established  the  U.  S.  Price  Commission,  he 
H  called  one  of  its  members,  Robert  F.  Lanzillotti,  to  say 
that  he  was  unable  to  attend  the  scheduled  working  lunch. 
He  then  proceeded  to  walk  into  the  room  where  the  board 
was  eating  i  dazzling  Imelda  Marcos  on  his  arm.  "You  can't 
blame  me  ior  missing  a  boring  meeting— now  can  you?"  he 
said  to  a  stunned  Lanzillotti. 

To  Nixon,  foreign  affairs  was  the  most  exciting  part  of  a 
President's  job.  In  that,  he  was  the  policy  opposite  of  Bill 
Clinton.  While  Clinton's  foreign  policy  appears  to  be  an  ad 
hoc  collection  of  afterthoughts,  Nixon's  domestic  policy  was 
a  potpourri  of  stop-gap  measures. 

This  is  especially  true  of  economic  affairs.  Sins  of  commis- 
sion and  omission  leave  behind  an  unexpectedly  sour  econom- 
ic legacy.  Taken  as  a  whole,  the  Nixon  years  set  the  nation 
on  a  course  of  inflation  that  was  to  culminate  in  the  blowout 
of  the  late  Seventies. 

It  began  in  1969,  when  Nixon  took  office  and  continued 
Lyndon  Johnson's  policy  of  fighting  a  war  in  Vietnam  with- 
out  raising  taxes  to  pay  tor  it.  lo  combat  the  resulting  in- 
flation, Nixon  imposed  government  controls  on  wages  and 
prices.  Persuaded  by  Federal  Reserve  Chairman  Arthur  F. 
Burns,  Nixon  went  against  virtually  all  his  other  economic 
advisers.  Yet  he  took  little  interest  in  the  controls  and  the 
wall  of  inflationary  pressures  building  up  behind  them.  At 
council  meetings,  he  preferred  to  talk  about  China.  In  the 
end,  when  controls  were  lifted,  price  pressures  exploded. 

Ironically,  Nixon  imposed  controls  because  he  was  afraid 

inflation  would  hurt  his  chances  in  the  1972  Presidential  e 
tion.  This  kind  of  political  calculation  was  at  the  heart  of 
deal  he  cut  with  Wilbur  Mills,  then  House  Ways  &  Me 
Committee  chairman  and  Democratic  Presidential  aspin 
for  a  huge  20%  hike  in  Social  Security  benefits  that  y 
The  move,  which  built  in  a  significant  increase  in  mandc 
entitlement  costs,  is  felt  to  this  day. 

In  1971,  Nixon  took  the  dollar  off  the  gold  standard— p 
ably  a  necessary  move.  But  then  the  Organization  of  Pe 
leum  Exporting  Countries  rammed  through  a  fourfold  1 
in  oil  prices  in  1973,  sending  an  inflationary  wave  thro  1 
the  world  economy.  Nixon  couldn't  have  foreseen  the  hikl 
energy  prices,  but  "his"  Fed,  under  Burns,  chose  to  ac(l 
modate  the  surge  with  monetary  expansion.  It  was  at  If 
point  the  U.  S.  began  to  really  lose  its  competitive  ( B 
against  Japan,  which  chose  to  hang  tough  against  infla  1 
By  the  time  Nixon  resigned  in  1974  because  of  Watery  r 
U.  S.  inflation  was  at  12%. 

On  the  plus  side,  it  took  unusual  bravery  for  a  Rep  1 
can  President  to  establish  the  Environmental  Prote(  P 
Agency,  the  Occupational  Safety  &  Health  Admmistra 
and  the  Equal  Opportunity  Commission.  The  resulting 
ulatory  cost  may  have  contributed  to  inflation  over  the  y 
but  on  balance  they  led  to  needed  social  change. 

In  the  end,  Nixon  attempted  to  rehabilitate  himself  it 
eyes  of  the  nation  through  his  foreign  policy  work  and 
ings.  He  cared  little  for  economic  policy  in  the  last  20  j 
of  his  life.  He  cared  even  less  for  it  during  his  years  it 
White  House. 

STAY  THE  CORPORATE  AX— WITH  GROWTH 

■  t's  a  most  bizarre  contradiction.  American  corporations 
1  are  enjoying  terrific  profits,  with  earnings-per-share  the 
H  best  in  years.  Yet  companies  are  laying  off  employees 
in  record  numbers— over  3,000  a  day.  In  the  U.  S.,  layoffs 
by  big  companies  in  April  alone  are  running  77%  ahead  of 
last  year. 

The  axman  truly  cometh,  and  not  only  in  the  U.  S.  Through- 
out the  globe,  both  profit-making  and  profit-losing  corpora- 
tions are  shedding  employees  fast.  Layoffs  are  sweeping  gov- 
ernment-owned companies  in  Russia  and  China.  They  are 
occurring  in  newly  privatized  companies  in  Argentina  and 
Mexico,  as  well  as  once  powerful  German  and  French  com- 
panies. Even  in  Japan,  Toyota  Motor  Corp.  and  Toshiba  Corp. 
are  scaling  back. 

What's  going  on?  Call  it  downsizing,  call  it  reengineering. 
Everywhere,  large,  bureaucratic  businesses  are  getting  thin- 
ner. What  looked  like  a  temporary,  recession-driven,  made- 
in-the-LSA  slim-down  is  turning  out  to  be  a  permanent  inter- 
national phenomenon.  In  essence,  a  new  postmodern 
corporation  is  being  born  before  our  eyes. 

The  pain  of  transition  strikes  with  fine  impartiality, 
middle  managers  at  Ford  Motor  Co.  to  line  workers  a 
the  Russian  car  manufacturer.  Ten  years  ago,  a  billion 
pie  were  tied  into  the  international  market  system.  To< 
is  5  billion. 

Massive  flows  of  goods,  capital,  and  labor  are  raisin  1 
competitive  ante.  In  the  new  capitalism,  once  dominant 
panies  find  themselves  too  heavy  and  slow  to  cor 
against  rivals. 

Enter  technology.  A  world  of  2%  productivity  gro 
America  today— is  a  vastly  different  place  from  one  wi 
productivity  growth— America  yesterday.  Yet  with  the 
diffusion  of  technology  across  borders,  workers  are  beint 
as  fast  in  Poland  as  in  America. 

What  is  the  antidote  to  this  bloodletting?  Growth,  gij 
and  more  growth.  Sharply  rising  productivity  and  e>| 
ing  trade  are  providing  an  opportunity  to  notch  it  up| 
out  fanning  the  flames  of  inflation.  There  is  a  global  ract 
ing  place  between  job  destruction  and  job  creation,  J 
race  that  can  be  won. 
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The  best  of  both 


s  t  i  n  premier  privileges]  We  wouldn't  think  of  forcing  you  to  choose  ( as  others  do) 
sen  airline  miles  and  hotel  points.  As  far  as  we're  concerned,  you  deserve  to  earn  them  both. 
tavatunu  or  more  information  on  the  Wejtin  Premier  program,  call  your  travel  consultant  or  (800)228-3000. 
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competition  is 
keeping  prices 
down. 
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furniture  That  Works: 


A  k  irebudj  ort- 

ably  tight  these  days. 

And  mavbe  you've  considered  squeezing 
a  few  more  years  out  of  your 
old,  uncomfortable  office  chairs. 

Or  squeezing  your 
emplo.ees  into  "bargain"  furni- 
ture that  doesn't  fit  your  needs. 

Generally,  such  cost  saving  measures  cost 
more  than  they  save.  Which  is  why  you  should  con 
sider  some  alternatives  from  Havvorth. 

Whether  you're  looking  for  seating,  open 
plan  systems,  desks  or  files,  we  offer  a  wide  selection 
to  suit  your  company's  style 
and  budget.  With  a  variety  of 
financing  and  leasing  plans  to 
help  cushion  your  cash  flow. 

We  can  also  help 
stretch  your  dollars  by  finding  the  best  market  price 
for  your  used  furniture. 

Or,  if  you  already  own  Haworth  off  ice 
furniture,  we  can  help  you  upgrade  it  instead.  To  en- 
hance its  appearance,  efficiency  or  power  capabilities. 

Most  important,  we 
can  help  you  compare  the  costs, 
advantages  and  possible  tax  bene- 
fits of  each  alternative. 

So  even  if  your  fur- 
niture budget's  tight,  you  can  still  be  sitting  pretty. 

 <>  

Can  your  company  afford  the  cost  of  an  inefficient 
office  environment?  Evaluate  yours  with  Haworth's 
free  guidebook  "Facility  Planning  and  Management." 

Just  call  1-800-344-2600. 
 <>  


TONY  BENNETT/at  work 


The  set  list, 
it  s  all  about  finding  the  right  tempos, 

the  right  nuances.  Sound  easy? 
"It  took  me  ten  years  to  write  this  list." 


The  flowers  are  a 
reminder  of  the  great 
Duke  Ellington, 
who  would  send  a  dozen 
roses  whenever  he'd 
written  a  new  song. 


The  dressing  room  at 
Radio  City  Music  Hall 
is  a  place  Tony  is  intimately 

familiar  with. 
No  wonder,  since  he  lives 
only  a  block  away. 


Tony  Bennett's  art  isn't  limited  to  singing, 
as  these  sketches  show.  His  favorite 

subjects  are  other  performers. 
"I  always  paint  from  life  and  98% 
of  the  time  I'm  around  musicians." 


Mi  Bennett  has  graiiously  donated  his  appearance  lee  to  the  Juvenile  Diabetes  foundation 
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TALK  SHOW 

A  year  ago  we  were  a  demonized  industry.  Now, 
we're  less  demonized. 

—Sheldon  Gilgore,  head  of  the  drugmakers'  rechristened  trade 
group,  the  Pharmaceutical  Research  &  Manufacturers  of  America 
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SHUGRUE:  $100  million,  please 


WING  AND  A  PRAYER 

EASTERN:  THE  CORPSE 
THAT  WOULDN'T  DIE 


Can  grounded  Eastern  Air 
Lines  take  off  again— and 
can  Martin  Shugrue  keep  his 
lucrative  berth  in  the  pilot's 
seat?  Looks  like  the  weather 
is  awfully  heavy.  Shugrue, 
Eastern's  trustee  in  bankrupt- 
cy, unveiled  plans  Apr.  28  to 
resurrect  the  Miami-based 
carrier  by  using  some  of  its 
53  former  planes  mothballed 
in  the  Arizona  desert— which 
belong  to  creditors— to  start 
a  low-cost  airline. 

Shugrue  wouldn't  return 
calls  to  discuss  his  idea.  Many 
airline  analysts  see  plenty  of 
hitches,  doubting  he  can  raise 
the  needed  $100  million.  East- 
ern's unions  would  likely  ar- 
gue that  their  costly  contracts 
would  be  valid  even  at  a 
"new"  Eastern.  And  debthold- 
ers,  who  must  0.  K.  his  plan, 
are  critical— especially  unse- 
cured creditors,  who  may  see 
little  or  none  of  their  $1.5  bil- 
lion in  claims.  They're  still  an- 
gry that  Eastern  under  Shu- 
grue has  burned  through  $500 
million  since  he  started  in 
April,  1990.  (Eastern  stopped 
flying  in  January,  1991.) 

Skeptics  deride  the  scheme 
as  the  "Marty  Shugrue  Em- 
ployment Extension  Plan."  His 
salary  in  this  temporary  job 
has  bounced  around  between 
$30,000  and  $50,000  monthly. 
But  though  Shugrue  isn't  kid- 
ding, his  first  court  filing 
about  the  plan  was  April 
Fool's  Day.      Gail  DeGewge 


SPLITSVILLE 


ANOTHER  HAIR-RAISER 
AT  THE  HAFTS 


Suddenly,  Dart  Group- 
holding  company  for  the 
feuding  Haft  family— isn't  do- 
ing so  well.  On  Apr.  29, 
Dart's  Crown  Books  unit,  the 
nation's  No.  3  bookseller,  re- 
ported a  $1.9  million  fourth- 
quarter  loss  and  a  $200,000 
loss  for  the  year,  despite  a 
15%  revenue  rise.  Crown  had 
posted  steady  profits  since  its 
1977  founding.  Same  story  for 
Dart's  Trak  Auto  car-parts 
chain,  where  earnings  dove 


98%,  to  $81,000,  for  the  year. 
Dart  says  that's  partly  due  to 
opening  costs  for  superstores. 

But  Haft  confidants  and 
Wall  Street  skeptics  say  Her- 
bert Haft,  Dart's  chairman,  is 
choosing  now  to  take  these 
accounting  hits  as  a  stratagem 
in  his  bitter  pending  divorce 
from  Gloria  Haft,  his  wife  of 
47  years.  The  trial,  set  for 
May  23,  is  in  Washington, 
D.  C,  where  the  courts  tend 
to  split  property  50-50.  By 
driving  down  the  value  of 
family  holdings— Crown  stock 
tumbled  6%,  to  a  52-week  low 
of  17,  on  Apr.  29— Herbert 
could  more  cheaply  achieve 
his  expressed  goal  of  buying 
out  Gloria.  Neither  Herbert 


RED  SQUARE:  Coke  thinks 
there's  yuppies  out  there 


NEW  WORLD  ORDER 

ROLL  OVER,  LENIN:  THE  COLA  WARS  HIT  RUSSIA 


■  n  Russia,  the  cold  war  is 

■  over,  but  the  Cola  Wars  are 
heating  up.  Coca-Cola  opened 
its  first  wholly  owned  factory 
on  Apr.  25,  outside  Moscow- 


part  of  a  come-from-behind 
fight  against  PepsiCo  for  this 
huge  market.  Pepsi,  the  larg- 
est non-Russian  soda  market- 
er, began  bottling  there  in 


LAST  WALTZ?  The  Hafts 


nor   Dart  execs  could 
reached  for  comment. 

A  truce  is  unlikely.  In 
positions,  Herbert  evokes  t 
Bobbitts,     stating  Gloi 
threatened  to  kill  him  and 
off  his  penis.       Mark  Lew 


1974  and  now  controls  aluu 
an  11%  share.  Coke  produc 
which  started  a  big  push  oi  ^ 
in  1991,  have  5%  to  7%. 

Pepsi  is  handicapped  by 
links  to  the  Soviet  past.  A 
Coke's  aggressive  ad  ca: 
paign  has  won  over  Russi  wc\ 
young  business  types,  says 
poll  by  Roper  Starch  Wor 
wide.  Pepsi  is  fighting  ba 
by  boosting  Russian  prodi 
tion  and  running  Pepsi  Gen 
ation-style  ads.  Pepsi  al 
scored  with  young  consumt  [idui 
by  sponsoring  a  Michael  Ja< 
son  concert  in  Moscow 
fall— although  Coke  guerrill 
handed  out  Coca-Cola  flags 
the  entrances.  Patricia  Kra  | 
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JD 
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CABLE  OPERATORS  54?  the  Federal 
Communications  Commission  has  hobbled  them 
badly  by  ordering  the  industry  to  cut  basic  rates 
7%.  They  complain  that  the  FCC  ac- 
tion has  killed  their  cash-flow  pro- 
jections. And  that,  they  say,  has  hurt 


IN  REALITY,  the  FCC's  ruling  isn't 
that  bad  for  the  cable  industry.  It 
doesn't  regulate  a  big  growth  area, 
pay-per-view.  And  it  has  features 
aimed  at  spurring  investment.  Under 
the  old  setup,  if  a  cable  operator  wanted  to  add 
a  new  channel,  the  operator  could  only  charge 
the  average  price  of  all  channels.  That  encour- 


development  of  the  Information  Superhighwa 
by  helping  scuttle  two  of  the  year's  biggest  deal; 
the  Bell  Atlantic-Tele-Communications  merge 
and  the  joint  venture  proposed 
tween  Southwestern  Bell  and 
Enterprises. 


le! 


b^ 

Co;  fip 


flit 

3  if. 

aged  cable  operators  to  add  cheap  j 
low-quality  channels,  assuming  the'  ' 
added  them  at  all.  Under  the  nev^' 
scheme,  cable  operators  can  pas  >■« 
through  the  full  cost  of  a  new  char 
nel,  plus  a  7.5%  profit.  The  upshot:  Operator 
can  add  more  and  better  channels,  not  to  mer 
tion  more  profitable  ones.  Mark  Lewyi 
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Thousands  of  IBM  products. 
Four  easy-to-use  catalogs. 
One  toll-free  number. 


IT 


Now 

you  have  a  direct  line  to 
the  vast  array  of  IBM  products 
and  services  featured  in  the  IBM 
)irect  catalogs.  From  compilers  to  com- 
lete  CPU  upgrades,  it's  all  here  and  it's  all 
ist  a  1800  IBM-CALL  away. 

BM  Direct  is  your  direct 
>urce  for  IBM  business 
roducts.  Simply  call 
800  IBM-CALL  to  order  any  of  our  free 
3M  Direct  catalogs.  You'll  find  the  latest 
ardware  and  most  advanced  software  for 
)ur  IBM  midrange  system,  a  wide  variety 
[networking  products  and  a  complete 
election  of  IBM  mainframe  software. 

Tie  IBM  RISC  System/6000® 

Krect  Catalog  features  everything 
om  easy  upgrades,  workstations, 
?ripherals  and  accessories  to  systems  and 
)plication  software,  tools,  languages  and 
ilities. 

he  IBM  AS/400®  Direct 

'italog  makes  it  easy  to  order  upgrades, 
•ocessors,  peripherals  and  workstations, 
well  as  systems  and  application  software, 


1800 IBM-CALL 


(  tools,  languages  and  utilities.  It  also 
features  communications  and  LAN 
hardware  and  soltware,  client/server 
software  and  more. 

The  IBM  Networking  Direct 

catalog  gives  you  easy  access  to 
operating  systems,  communications 
hardware,  client /server  and  network 
management  software,  internet- 
working hardware  and  software, 
routers,  bridges  and  hubs,  as  well 
as  adapters  and  connectors. 

The  IBM  Mainframe 
Software  Direct  catalog 
puts  under  one  cover  all  IBM  main- 
frame operating 
systems;  application 
development  tools; 
client/server,  database  and  data 
delivery  software;  a  full  range  of 
systems,  network  and  storage  manage- 
ment tools;  plus  office  systems,  publishing 
systems  and  image  processing  products. 

To  place  an  order  or  request  your  free 
IBM  Direct  catalogs,  simply  dial  1 800 
IBM-CALL  (1  800  426-2255),  dept.  100B, 
or  complete  and  return  the  attached 
business  reply  card.  g 

It's  IBM  Direct  from  IBM. 


DIRECT 


DUTCH  TREAT 


THE  DAY  THE  BEER 
RAH  BACKWARDS 


Coals  to  Newcastle,  Heinek- 
en  to  Holland.  Amster- 
dam-based Heineken,  which 
makes  more  beer  worldwide 
than  anyone  except  Anheu- 


t 

TOASTING  THE  QUEEN:  // 


ser-Busch,  had  to  import  1.8 
million  gallons  of  its  brew  be- 
cause of  a  strike  just  before 
the  Apr.  30  celebration  of 


Queen  Beatrix's  birthday.  On 
this  day  of  national  celebra- 
tion, the  Dutch  flock  to  town 
squares  and  quaff  Falstaffian 
quantities  of  suds.  Heineken 
and  its  related  brand,  Amstel, 
account  for  more  than  50%  of 
the  Dutch  market. 

Quick-thinking  Heineken 
management  put  a  secret  "im- 
port" plan  into  action  after 
depleting  local  stocks,  includ- 
ing a  warehouse  of  beer  in 
Rotterdam  head- 
ed for  the  U.  S. 
The  company  re- 
patriated beer 
from  some  of  its 
90  breweries 
worldwide— 85% 
of  the  domestic 
production  of  the 
struck  plants. 
You  could  tell 
the  diff:  Non- 
Dutch  Heineken 
comes  in  a  green 
bottle,  the  do- 
mestic beer  in  a 
brown  one.  It  all  poured  gold, 
however,  and  bars  had 
no  complaints  from  thirsty 
revelers.  Patrick  Osier 


WINDY  CITY  MAILSTROM 


BUY  A  STAMP,  HELP  FURNISH  A  DREAM  OFFICE 


Something  is  staying  Chica- 
go's couriers  from  their 
appointed  rounds.  In  the  city's 
Lakefront  neighborhoods,  mail 
can  take  several  days  to  trav- 
el a  couple  of  miles  down- 
town. That's  if  it's  delivered 
at  all:  20,000  pieces  of  mail 
were  found  in  a  basement  of 
a  house  once  owned  by  a  let- 
ter carrier.  Another  carrier's 
delivery  truck  held  a  second 
missing  batch.  Worse,  a  bunch 
of  letters  ended  up  burning 
in  a  field.  The  remedy,  critics 


feel,  is  better  management. 

So  Chicagoans  weren't 
amused  when  news  broke  re- 
cently that  the  Post 
Office  has  spent  a 
good  chunk  of  change 
renovating  the  office 
of  local  mail-process- 
ing chief  Celestine 
Green.  The  $200,000 
workplace  redecora- 
tion  involved  a  large 
bathroom  replete  with  a 
whirlpool  and  a  big  kitchen. 
The  U.  S.  Postal  Service  says 


DRAWN  AND  QUARTERED 


WATCHDOG  WOES 

EPA,  PROTECT 
THYSELF 


E  Agency  staffers  say  they 
know  about  indoor  air  pollu- 
tion first  hand:  They  kvetch 
that  EPA's  Washington  head- 
quarters has  a  lousy  ventila- 
tion system  that  makes  them 
sick.  So  the  agency,  after  two 
decades  at  its  six-building 


that  it  uncovered  the  situa- 
tion late  last  year,  sent  back 
some  of  the  plush  suite's  fur- 
niture, and  converted  it  to  a 
conference  room.  There's  no 
word  on  what  happened  to 
the  whirlpool. 

Hoping  to  turn 
things  around,  U.  S. 
Postmaster  General 
Marvin  Runyon  on 
May  2  reassigned 
Chicago's  postmaster, 
Jimmie  Mason,  to 
Columbia,  S.  C,  and 
Green  to  the  Chicago  suburbs. 
Mason  and  Green  would  not 
comment.  Kevin  Kelly 


THE  BIG  PICTURE 


HELLO...?  Companies  claim  they  are  improving  communications  with  employees  in  this 
jittery  era  of  downsizings.  But  a  recent  survey  shows  that  they're  not  doing  such  a  great  job. 


EMPLOYEES  POLLED  SAY  THEY: 


DON'T  BELIEVE  WHAT 
MANAGEMENT  SAYS 


AREN'T  WELL-INFORMED 
OF  COMPANY  PLANS 


DON'T  GET  DECISIONS 
EXPLAINED  WELL 


64% 


61% 


54% 


DATA  COUNCIl  Of  COMMUNICATION  MANAGEMENT  SURVEY  OF  705  EMPEOVEES  AT  70  COMPANIES 


OR* 


Waterside  Mall  complex  n|r| 
the  Potomac  River,  is  movig 
almost  a  mile  away  to  Pei- 
sylvania  Avenue.  The  exocl, 
begun  recently,  is  in  staji? 
over  the  next  four  years* 
space  becomes  available.  | 

Underscoring  the  agencB 
predicament  is  a  Dec.  23  ]m 


award  of  $948,000  to  five  ! 
staffers  who  blame  Water.' 
Mall  for  ailments  that  ra:| 
from  eye  irritations  to  anl 
ability  to  concentrate.  1 
landlord  and  the  managemW 
company,  who  are  the  def 
dants,  are  trying  to  get 
overturned,  arguing  that 
jury  didn't  conclude  that| 
five  were  physically  harr 
The  landlord  says  private  M 
government  tests  show  n<P 
ing  wrong  with  Watersides 
At  any  rate,  it's  a  comj 
to  staffers  that  the  new  (g 
have  one  edge  over  the  I 
rent  HQ:  windows  that  off 
At  Waterside,  the  EPA  bil 
are  among  the  few  with  tt 
privilege.     Mary  Beth  Rei 


FOOTNOTES 


Cumulative  earnings  since  1949,  U.  S.  airlines.  1989:  $8.26  billion.  1991:  $2.4  billion.  1992:  -$162  billion 


d  R  e  A  m 


I'm  sitting  in  the  middle  of  the  floor. 

Frowning. 
Where  to  next? 

I'm  holding  a  compass.  <sP6^ 
The  needle  s  \P 


6^ 


Everybody  wants  to  be  able  to  control  their  company 's  destiny.  U  'Inch  is  why  we 've  helped  companies  from  Spectral  'ision  to 


nd  new  ways  of  using  information  to  help  them  head  in  the  right  direction.  Call  (800)  566-9 331  ext.  1020. 
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A  LITTLE  INVESTOR'S 
SAD  SONG 


Your  article  "Burned  by  Merrill"  (Fi- 
nance, Apr.  25)  indicates  that  many 
older  investors  lost  money  on  misrep- 
resentations by  Merrill  brokers.  Well, 
they  also  went  after  young  ones. 

In  1987,  my  Merrill  broker  recom- 
mended that  I  invest  in  Arvida/JMB 
Partners  LP  II  for  my  5-year-old  daugh- 
ter. He  noted  jmb's  fine  record  and  said 
that  since  her  college  clays  were  far  in 
the  future,  it  would  be  a  safe  bet  that 
the  profits  would  pay  her  tuition.  My 
daughter's  net  assets  at  the  time  were  a 
little  over  $11,000,  most  of  which  had 
been  a  gift  from  her  grandfather. 

When  Arvida  II  came  out,  the  Merrill 
broker  was  after  me  to  buy  it  also.  He 
sent  me  a  note  stating,  in  part,  that  Ar- 
vida I  projected  12%  in  the  first  year 
but  delivered  13%  and  was  expected  to 
achieve  15%  for  1989.  He  closed  with 
the  statement:  "The  importance  of  JMB 
to  your  chance  for  success  cannot  be 
overestimated."  Luckily,  I  didn't  swal- 
low again. 

Obviously,  my  daughter  will  not  enjoy 
a  tidy  sum  for  her  college  education.  Or 
do  you  think  Merrill's  CEO,  who  you 
pointed  out  in  the  same  issue  is  one  of 
the  most  highly  paid  executives  in  Cor- 
porate America,  might  give  her  a 
scholarship? 

Ronald  A.  Weber 
Reston,  Va. 


THE  STEAM  OVER 
EXECUTIVE  PAY 


Like  a  child  inadvertently  exposed  to 
pornography,  I  stumbled  upon  "That 
eye-popping  executive  pay"  (Special  Re- 
port, Apr.  25).  These  numbers,  these 
blatant,  white-collar  crimes  against  the 
psyche,  make  a  mockery  of  the  toil  of 
ordinary  men. 

What  is  taking  place  is  not  just  a 
massive  transfer  of  dollars  from  the  pub- 
lic to  an  elite  minority  but  a  shift  of  ec- 
onomic and  political  power.  With  the  de- 
termination and  selectivity  of  the 
amoeba,  the  few  are  accumulating  a 
wealth  of  power  in  sickening  dispropor- 


tion to  the  many.  The  mesmerized  ml 
jority  unwittingly  gives  up  a  portion  < 
their  vested  interest  in  America  wij 
each  passing  day— with  every  suck  o 
one  more  cool  drink,  with  every  queu 
up  for  one  more  fun-ride. 

Thomas  Howai 
Atlan 

Regarding  your  article:  Is  anyboc 
worth  that  much?  Perhaps,  but  WJ 
and  Roy  Disney  have  long  left  us  no! 
Not  to  discredit  Michael  Eisner  for  n 
achievements  (EuroDisney  isn't  one  I 
them),  but  the  entire  entertainment  1 
dustry  was  poised  to  take  off  duril 
the  past  10  years. 

Joseph  E.  Jasienaj 
Tekonsha,  MiJ 

Your  article  made  fascinating  rem 
ing.  But  your  reporters  by  afl 
large  missed  the  point.  The  issue  is  rf 
productivity.  It  is  not  risk-taking.  It 
not  judgment.  It  is  not  value  add 
And  it  is  not  the  globalization  of 
economy.  The  issue  is  power. 

These  guys,  who  quadrupled  their  i 
ative  pay  in  the  past  two  decades 
now  on  average  earn  almost  150  ti 
more  than  their  employees,  have 
power  to  dictate  what  they  are  p£ 
They  don't  let  the  "company"  or  mil 
governmental  agencies  or  [institutio 
investors  such  as]  the  California  Put 
Employees  Retirement  System  diet 
the  terms.  They  are  the  pipers  who 
the  tune. 

For  years  now,  company  direct 
(frequently  active  or  retired  CEOs) 
the  CEOs  have  been  collectively  thu 
ing  their  noses  at  the  rest  of  soc 
with  respect  to  compensation. 

Thierry  F.  Ko 
Los  Alamitos,  d 

illary  Rodham  Clinton  m 
$100,000  in  nine  months.  One  ex< 
tive  made  that  much  in  VA  hours,  s 
posedly  all  legal. 

It  seems  to  me  that  the  media  is 
cusing  on  the  wrong  story.  Most  of 
can  identify  with  $100,000,  but  the 
of  CEOs  is  way  beyond  comprehensit 
being  paid  more  in  an  hour  than  95°/ 
us  make  in  a  whole  year.  No  mar 


3371 


Hill.  In,- 


BUSINESS  WEEK 
MAY  16,  1994 
ISSN  0007  7135  *** 

Published  weeklv,  except  for  one  issue  in  -January,  by  M  ■ 
Founder:  James  H.  McGraw  (1H60-1948}. 

Executive,  Editorial,  Circulation,  and  Advertising  offices:  McGraw-Hill 
Building.  1221  Avenue  of  the  Americas,  New  York.  N  Y.  10020. 
Telephone:  212-512-2000  Telex:  Domestic  127UW;  Intl.  2«i0127lH9.  U.S. 
Subscription  rate  S4IJ.95  per  year;  2  years.  $7*95;  :t  years,  $104.95.  Single 
copies,  S2.75;  l»ai'k  issues,  $5.  Write  for  rales  in  other  countries.  Subscrib- 
er Services:  I  806\$35-1200.  TDD:  l-xoo-554-1579 
PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearan< 
n  r  (CCC),  222  Itost'wood  Drive.  Danvers,  MA  0192.'!.  U>  photocopy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send  payn 
the  CCC  Copying  for  ether  than  [icrsonal  nr  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited.  Address  requests 
tomized  bulk  reprints  to  Business  Week  Reprints,  P.O.  Box  457,  Hightstown.  N.J.  08520.  or  call  H09-42tt-5494.  ISSN  0007-7 135/94/$2.75 
PRINTED  IN  THE  U.S.A. 


Postmaster:  Send  address  changes  to  BUSINESS  WEEK.  P.O.  Bt 
HightStown,  NJ.  08520.  Second -class  [Nislage  paid  al  New  York,  N. 
at  additional  mailing  offices,  Postage  paid  at  Montreal,  P.Q.  Canad 
International  Publications  Mail  Product  Sales  Agreement  No. 
Registered  for  GST  as  McGraw-Hill.  Inc.  GST  #Rl23075ti73.  Cof 
1994  by  McGraw  Hill  Inc.  All  rights  reserved.  Title  registered  in  U 
ent  Office.  European  Circulation  Center.  McGraw-Hill  House.  N 
head,  Berks.  England.  Telephone:  (Hi28-2:i4:tt;  Telex:  S4K&40. 
Officers  of  McGraw-Hill,  Inc.:  Joseph  L.  Dionne.  Chairman  and  Ch 
oeutive  Officer;  Harold  W.  McGraw,  III,  President  and  Chief  Operat 
fieer;  Rol>ert  N.  Landes.  Executive  Vice  President,  General  Couns 
Secretary:  Robert  J.  Ilahash.  Executive  Vice  President  and  Chief  Fi 
Officer;  Frank  D.  Penglase.  Senior  Vice  President.  Treasury  Oper 


You'll  be 
done  before 
you  know  it. 

The  newer, 

faster,  better 

HP  LaserJet  4  Plus. 

Twelve  pages  per  minute.  A  faster 
RISC  processor.  And  an  advancement 


ucnvere  even  greater  performance 
than  its  groundbreaking  predecessor, 
the  LaserJet  4.  And  it  does  so  for  the 
same  price.  Only  $1,839  U.S.  list. 

See  your  Yellow  Pages  for  a  dealer 
near  you.  Move  up  to  the  new  HP 
LaserJet  4  Plus,  or  to  the  LaserJet  4M 
Plus  for  mixed  environments  and  net- 
works. And  move  on  to  your  next  project 

do  your  job.  We'll  do  ours. 

HP  LaserJet  Printers 

RSI  HEWLETT® 
m!KM  PACKARD 


y,  a  hot 
ccommodate 


l^rauui  designed 
your  poleiiliaL 


Introducing 

Hyatt  BusinessPlan 


In-room  fax       No  phone  access  charges       Printers  and  copiers     Express  breakfast       Work  Station 


For  business  travelers, 
there's  no  better  place  than  Hyatt  to 
get  down  to  business.  Because  Hyatt's  new 
Business  Plan  equips  you  with  all  the  business 
tools  you  need  to  be  more  productive  on  the 
road.  Located  in  a  special  area  of  the  hotel, 
Hyatt  Business  Plan  has  everything  you  need 
right  in  your  room:  A  personal 
work  station  with  a  desk  phone 
and  no  access  charges*  a  data- 


*  Nil  phone  access  charges  lor  H00  #'s,  lex  il  calls, 
and  credit  card  calls. 


H  YAT  T 


port,  in-room  fax,  and  other 
key  business  essentials.  Plus,  24-hour 
access  to  photocopiers  and  printers.  And,  if 
that's  not  enough,  express  continental 
breakfast  and  morning  newspaper  are  also 
included.  So  come  to  Hyatt  and  discover  that 
our  idea  of  business  as  usual  is  really  unusual. 

Call  your  travel  planner  or 
Hyatt  at  1-800-233-1234  to  book 
Business  Plan  for  your  next  trip. 


HYATT.  WE'VE  THOUGHT  OF  EVERYTHING.51 


Hyatt  introduces  improved  productivity 
in  the  following  locations: 

CALIFORNIA 
itt  Regency  Alicante  (Anaheim)  •  Hyatt  Regency  Irvine 
Hyatt  Islandia  (San  Diego)  •  Hyatt  Regency  Lajolla 
att  Regency  Long  Beach  •  Hyatt  Regency  Los  Angeles 
Hyatt  at  Los  Angeles  Airport  •  Hyatt  Newporter 

(Newport  Beach)  •  Hyatt  Rickeys  (Palo  Alto) 
yatt  Regency  Sacramento  •  Hyatt  Regency  San  Diego 

Hyatt  Regency  San  Francisco  •  Hyatt  Regency 
San  Francisco  Airport  •  Grand  Hyatt  San  Francisco 
Hyatt  on  Sunset  •  Hyatt  Westlake  Plaza 
COLORADO 
Hyatt  Regency  Denver 
Hyatt  Regency  Tech  Center  (Denver) 
l  OWI-.  IK  LI 
Hyatt  Regency  Greenwich 
DISTRICT  OF  COLUMBIA  AREA 
'art  Dulles*  Hyatt  Fair  Lakes  •  Hyatt  Regency  Reston 
FLORIDA 
Hyatt  Regency  Coral  Gables  (Miami) 
Hyatt  Regency  Tampa  •  Hyatt  Regency  Westshore 
GEORGIA 

Hyatt  Regency  Atlanta  •  Hyatt  Regency  Savannah 
INDIANA 
Hyatt  Regency  Indianapolis 
ILLINOIS 

yatt  Deerfield  •  Hyatt  Lisle  •  Hyatt  Regency  O'Hare 
KENTUCKY 
Hyatt  Regency  Lexington 
LOUISIANA 
Hyatt  Regency  New  Orleans 
MASSACHUSETTS 
Hyatt  Regency  Cambridge  •  Harborside  Hyatt 
Conference  Center  &  Hotel  (Boston) 
MINNESOTA 
Hyatt  Regency  Minneapolis 
NEW  JERSEY 
tt  Regency  New  Brunswick  •  Hyatt  Regency  Princeton 
NEW  MEXICO 
Hyatt  Regency  Albuquerque 
QHJO 

Hyatt  on  Capitol  Square  (Columbus) 
PENNSYLVANIA 
Hyatt  Regency  Pittsburgh 
TEXAS 

Hyatt  Regency  Austin  •  Hyatt  Regency  DFW 
Hyatt  Regency  Houston 
VIRGINIA 

Hyatt  Arlington  •  Hyatt  Dulles  •  Hyatt  Fair  Lakes 
Hyatt  Regency  Reston  •  Hyatt  Richmond 
WASHINGTON 
Hyatt  Regency  Bellevue 
WISCONSIN 
Hyatt  Regency  Milwaukee 

Available  after  March  15, 1994. 

ARIZONA 
Hyatt  Regency  Phoenix 
CALIFORNIA 
Hyatt  at  Fisherman's  Wharf  (San  Francisco) 
DISTRICT  OF  COLUMBIA  AREA 
/M  Regency  Crystal  City  •  Grand  Hyatt  Washington 
Hyatt  Regency  Washington 
FLORIDA 

Hyatt  Regency  Orlando  International  Airport 
Hyatt  Regency  Sarasota 
GEORGIA 

lyatt  Regency  Suites  Perimeter  Northwest  (Atlanta) 
ILLINOIS 

Hyatt  Regency  Chicago  •  Hyatt  Regency  Oak  Brook 
Hyatt  on  Printers  Row  •  Hyatt  Regency  Woodfield 
KENTUCKY 
Hyatt  Regency  Louisville 
MARYLAND 
Hyatt  Regency  Baltimore  •  Hyatt  Regency  Bethesda 
MICHIGAN 
Hyatt  Regency  Dearborn 
MISSOURI 
Hyatt  Regency  Crown  Center  (Kansas  City) 
Hyatt  Regency  St.  Louis 
NEW  IERSEY 
Hyatt  Cherry  Hill 
NEW  YORK 
Hyatt  Regency  Buffalo  •  Grand  Hyatt  New  York 
Hyatt  Regency  Rochester 
NORTH  CAROLINA 
Hyatt  Charlotte 
OHIO 

Hyatt  Regency  Columbus 
Hyatt  Regency  Cincinnati 

SOUTH  CAROLINA 
Hyatt  Regency  Greenville 

TENNESSEE 
Hyatt  Regency  Knoxville 
TEXAS 

Hyatt  Regency  Dallas  •  Hyatt  Regency  San  Antonio 
VANCOUVER,  CANADA 
Hyatt  Regency  Vancouver 

VIRGINIA 
Hyatt  Regency  Crystal  City 


HOTELS  4  RESORTS 


worth  these  unconscionable  amounts  of 
money. 

The  cozy  relationship  of  thousands  of 
CEOs  who  serve  on  each  other's 
boards  results  in  what  amounts  to  the 
rape  of  American  corporations  by  top 
management. 

Albert  Bavaria 
Miami 

A  BLAST  OF 

CADILLAC  EXHAUST  

I find  your  article  "Does  this  new  Cad- 
dy play  it  too  safe?"  (Personal  Busi- 
ness, Apr.  25),  confusing  and  shallow. 

You  seem  to  be  unaware  that  some 
features  you  listed  as  new  for  the  '94 
Cadillac  Deville  were  standard  equip- 
ment on  the  '93  Deville. 

The  piece  discusses  the  Concurs  as  if 
it's  a  new  concept.  It  isn't.  The  Concurs 
is  simply  a  new  name  for  a  model  that 
was  known  as  the  Touring  Sedan  last 
year. 

I  am  a  Cadillac  enthusiast,  but  I'm 
disappointed  in  the  bloated,  bulky  look 
of  the  new  Deville.  Instead  of  sleek  and 
trim,  it  looks  portly.  A  Cadillac  should 
radiate  what  its  owner  wants  to  be— 
not  what  he  is. 

Stephen  Clifford 
Beulah,  Mich. 

HOW  TO  KEEP  A  TETHER 

OH  THE  ECONOMY  

In  the  article  "Needed:  A  one-two 
punch  from  the  Fed  and  Treasury" 
(Economic  Viewpoint,  Apr.  25),  Rudi 
Dornbusch  sugests  that  the  Federal  Re- 
serve "has  to  raise  short-term  interest 
rates  significantly  to  keep  the  economy 
from  overheating"  and  "the  Treasury 
must  intervene  to  bring  down  and  stabi- 
lize the  yield  on  10-year  bonds."  He 
seems  somewhat  confused. 

His  "answer  to  this  predicament  is 
for  the  Fed  to  hike  the  federal  funds 
rate  and  the  discount  rate  by  50  or  even 
75  basis  points"  and  "specifically,  the 
Treasury  should  buy  10-year  bonds  ...  to 
push  their  yield  back  down  to  a  more 
normal  level— say  5%." 

The  confusion  is  twofold:  One  is  that 
the  Treasury  can  conduct  its  own  mone- 
tary policy  by  buying  bonds.  The  ques- 
tion is,  where  will  the  Treasury  get  the 
money  to  buy  bonds?  It  has  no  excess 
funds  because  of  the  existing  budget 
deficits.  In  order  to  get  funds  for  this 
purpose,  the  Treasury  would  have  to 
sell  new  securities  to  finance  the  pur- 
chases of  bonds.  Borrowing  from  Peter 
to  pay  Paul. 

If  the  Treasury  decided  to  sell  new 
bonds  to  buy  existing  10-year  bonds,  it 


CORRECTIONS  &  CLARIFICATIONS 

In  "The  Merck  marathon:  Back  to  the 
starting  line"  (Top  of  the  News,  May 
9),  Richard  J.  Markham  was  incorrect- 
ly identified.  He  is  president  of  Marion 
Merrell  Dow  Inc. 

"Your  ticket  to  the  privatization  party" 
(Personal  Business,  Apr.  18)  mistaken- 
ly included  Banco  Comercial  Portugues 
in  a  table  of  privatized  companies. 


would  be  working  at  cross-purposes  and 
would  have  virtually  no  effect  on  bond 
rates. 

If,  on  the  other  hand,  the  Treasury 
decided  to  sell  short-term  bills  to  fi- 
nance the  purchase  of  10-year  bonds,  it 
would  be  infringing  on  the  the  central 
bank's  role  in  conducting  monetary  pol- 
icy. Perhaps  what  Dornbush  intended 
was  that  the  Fed  should  sell  Treasury 
bills  to  raise  short-term  rates  and  buy 
bonds  to  reduce  long-term  rates.  Suppos- 
edly, higher  short-term  rates  would  help 
fight  inflation  and  lower  long-term  rates 
would  help  promote  economic  growth. 
In  other  words,  flatten  out  the  yield 
curve  for  Treasury  securities. 

Dornbush  also  assumes  that  the  fi- 
nancial markets  would  be  passsive  on- 
lookers throughout  this  entire  proce- 
dure. Investors  have  recently  shown 
that  they  will  decide  what  the  slope  of 
the  yield  curve  should  be. 

Louis  Manzell 
Monmouth  College 
West  Long  Branch,  N.J. 

THE  FIRST 

COMMODITY  TRADER  

Regarding  "Hillary  Clinton,  go-go-get- 
ter" (Top  of  the  News,  Apr.  18), 
President  Rodham's  commodity  trading 
was  wholly  proper  in  every  particular. 

Robert  B.  Meredith 
Mill  Valley,  Calif. 
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As  a  world  leader  in  IT  services,  we  know  that 
few  dates  are  as  special  as  the  day  your  new 
information  system  has  to  be  up  and  running. 
Whether  you're  expecting  a  complex  Client/Server 
system  or  a  simple  software  component,  you  want 
everything  ready  when  the  big  day  arrives.  You 
want  faster  lead  time  to  market,  maximum  value 
for  your  IT  investment,  and  optimum  performance 
from  your  new  customer-oriented  systems.  We 
guarantee  both  punctuality  and  flexibility,  precisely 
because  we  know  that  each  recipe  is  different.  Our 
commitment  is  to  get  your  job  done  fast,  and  to 
get  it  right  first  time.  Your  only  surprise  will  be 
discovering  just  how  quickly  your  new  system 
starts  delivering  bottom  line  results.  To  contact  us, 
please  call  ( 1 1 2 ) {)  t  r-(n(n.  ext.  444. 


FOR  YOU  •  FOR  YOUR  COMPANY  • 
FOR  YOUR  CLIENTS  •  FOR  YOUR  INVESTMENTS  • 
FOR  YOUR  FREEDOM  •  FOR  YOUR  FUTURE 


CAP  GEMINI  SOGETI 

EXPERTISE  IN  INFORMATION  TECHNOLOGY" 


THE  FORCE 

By  David  Dorsey 
Random  House  • 315pp 


$23 


LOST  SOULS 

OF  A  SALES  MACHINE 


A 


One  of  the  most  famous  exchang- 
es in  drama  takes  place  at  the 
end  of  Samuel  Beckett's  Wait- 
ing for  <  rodot.  Having  loitered  for  days, 
hoping  the  mythical  Godot  will  arrive 
and  relieve  them  of  their  misery,  Es- 
tragon  turns  to  Vladimir  and  says:  "I 
can't  go  on  like  this."  Comes  the  chilling 
reply:  "That's  what  you  think."  Thus 
Beckett  sums  up  the  modern  age:  We, 
the  tortured,  alienated,  and  lost,  await 
our  savior,  who  never  comes.  And  yet, 
no  matter  how  maddening  the  wait  gets, 
we  wait. 

The  barren  landscape 
inhabited  by  Beckett's 
Everyman  isn't  unknown 
to  the  players  in  David 
Dorsey's  fine  book  The 
Force  The  author,  who 
spent  a  year  trailing  a 
Xerox  Corp.  Cleveland 
sales  team— one  of  the 
company's  hottest— details 
the  lives  of  men  and 
women  maniacally  driven 
to  achieve  their  annual 
revenue  goals.  But  it  isn't 
the  targets  that  motivate 
them.  It's  the  sense  that 
if  they  surpass  their 
mark,  they  will  somehow 
l>e  transformed.  Bonuses, 
a  coveted  trip  to  Palm 
Springs,  cable-ready  TVs, 
and  recognition  await  those  who  beat 
their  quotas.  Although  their  bodies  and 
spirits  break  in  the  pursuit,  each,  espe- 
cially protagonist  and  supersalesman 
Fred  Thomas,  believes  that  this  year's 
success  will  yield  next  year's  promo- 
tion—and an  easier  life. 

But  ease  remains  continually  out  of 
reach,  leaving  Fred's  beleaguered  wife, 
Kathy,  to  plead:  "Physically,  you  can't 
take  it  anymore."  Fred  replies:  "I  agree," 
then  adds  a  hopeless,  hanging:  "but—." 
He  engages  in  a  punishing  quest  for  the 
sale  that  will  catapult  him  into  the  Pres- 
ident's Club,  an  award  for  those  who 
exceed  quota.  To  close  the  final  deal  as 
December  wanes,  he  all  but  romances  a 
liitter  client  named  Nick  Callahan.  Dur- 
ing a  lunch  at  which  Callahan  finally 
agrees  to  buy  a  copier,  Thomas  downs 
five  drinks  and  stays  quiet  while  the 
malcontent  spews  his  contempt.  "You've 


been  screwing  me  with  a  smile  for  20 
years,"  says  Callahan  of  Xerox. 

Is  it  worth  it?  Even  Thomas  isn't  sure. 
"As  it  was,  on  the  evenings  of  victories 
like  this  one,  he  simply  wondered  if  this 
was  all  life  amounted  to,  this  crushing 
drive  to  get  orders  all  year,  followed  by 
a  little  trip  in  the  spring  as  a  reward," 
writes  Dorsey.  And  Thomas  isn't  the 
only  team  member  who  surfers.  Nancy 
Woodard,  assigned  to  the  toughest  ac- 
counts, is  so  spent  by  year's  end  that 
she  begs  to  be  fired.  Diane  Burley  is 
too  tense  to  keep  her  food  down.  And 


detailed  look  at 


life  on  a  Xerox  team 
striving  maniacally 
for  something 
just  out  of  reach 


DAVID  DORSEY 


there's  District  Manager  Frank  Pacetta, 
wiry  and  intense,  who  pumps  up  his  peo- 
ple with  a  mix  of  wild  beer  busts,  hyper- 
bolic praise,  and  caustic  criticism.  The 
sense  that  he  often  doesn't  mean  what 
he  says  only  fuels  his  team's  anxieties. 

These  are  finely  drawn  portraits  of 
suffering,  craziness,  and  triumph.  While 
other  writers  might  have  cursed,  or 
worse,  pitied  these  folks,  Dorsey  doesn't 
judge.  Instead,  he  locates  the  dreams 
that  drive  the  team  and  finds  they're 
not  ephemeral.  Thomas  and  his  cohorts 
live  for  "the  force"— a  feeling  akin  to  an 
experience  of  divinity  for  a  salesperson. 
In  Dorsey's  words:  "It  was  less  an  emo- 
tion than  a  state  of  charmed  confidence, 
when  it  seemed  all  he  had  to  do  was 
walk  into  a  customer's  office  and  the 
customer  would  roll  over  and  say  yes." 

Iieyond  that,  Thomas  clearly  wants 
to  make  a  good  life  for  Kathy  and  their 


children.  He  wants  to  be  a  loving  hul 
band— something  that  his  job,  whicl 
breeds  discontent  and  competitivenesl 
makes  difficult.  He  believes  that  if  li 
works  hard  enough,  he'll  get  promote! 
into  a  job  that's  more  humane  and  les 
demanding.  And  for  him,  it  happens.  E 
the  end  of  the  book  he's  a  national  a 
count  manager,  less  driven  by  quot; 
and  able  to  spend  more  time  at  home. 

Underlying  Dorsey's  narrative  is 
sense  that  the  world  is  out  of  whac 
And  not  just  at  Xerox.  Almost  all  tl 
people  in  the  book  are  so  stressed  o 
pursuing  happiness  they  can't  finis 
thoughts.  During  a  fight,  Thomas  tel 
his  wife:  "You're  mentally  drained."  H 
next  words:  "I  don't  care  if  I  mal 
trip"— meaning  he  doesn't  care  whethi 
he  exceeds  his  sales  goal.  The  jarg( 
of  sales  pollutes  these  people's  person 
relations.  Complaining  about  Kathy 
poor  judgment  when  it  comes  to  buyii 
gifts,  Thomas  demands:  "How  bad 
you  want  to  raise  the  le 
el  of  your  game?" 

In  this  book— his  first 
Dorsey  has  a  daunth 
tendency  to  lapse  into 
ches.  "She  suspects  the 
may  be  more  to  life,"  I 
says  a  bit  too  neatly 
Kathy.  And  he  declar 
too  often  that  Fred 
burned  out.  But  that's 
quibble.  Overall,  this  is 
generous  book,  laced  wi 
amusing  touches.  Then 
a  funny  golf  outing  fe 
turing    deposed  Not 
Dame  University  footb 
coach  Gerry  Faust.  E 
tween  Pacetta's  ravin 
("You're      an  anim; 
Coach,"  he  bellows  aft 
one  good  shot),  Faust  allows  he'd 
turn  if  the  school  asked  him— which 
about  as  likely  as  General  Motors 
hiring  Roger  Smith.  Elsewhere,  Dors 
describes  the  bedraggled  Callahan 
somebody  "who'd  grown  beyond  any  c( 
cern  for  the  semiotics  of  appearance.' 

For  the  book's  weight,  Dorsey  c 
thank  Xerox  and  its  employees.  Withe 
the  intimate  access  that  the  compa 
and  people  like  Fred  and  Kathy  Thou 
gave  him,  The  Force  wouldn't  sing.  T 
irony  is  that  the  book  could  become 
primer  for  Xerox  customers,  layi 
waste  to  many  popular  sales  tacti 
Here's  one  tip:  If  a  Xerox  salespers 
ever  offers  you  a  machine  with  no  p; 
ments  tor  seven  months,  make  sure  y 
read  the  fine  print. 

BY  KEVIN  KE 

Correspondent   Kelly   reports  fr\ 
Chicago. 
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A  car 
your  therapist  would 

recommend, 
and  your  accountant 
would  approve  o£ 


BWBWmHWBBHI 


The  Chrysler  New  'forker. 
$294  a  month* 

Your  accountant  wants  to  save  you  money.  Your  therapist  is  more  concerned  with  your  state  of  mind.  Both  of  them 
have  reason  to  recommend  you  lease  a  Chrysler  New  Yorker.  It's  one  of  the  most  luxurious  cars  Detroit  has  ever  built. 
Yet  it  also  offers  the  exhilaration  of  a  24-valve  214-horsepower  engine  that  will  instantly  improve  your  emotional 
well-being  There's  four-wheel  independent  suspension  and  our  unique  "cab  forward"  design  to  give  it  precise,  stable 
handling.  And  to  reduce  anxiety  it's  equipped  with  both  driver  and  passenger  air  bags."  Through  our  lease  program 
the  New  Yorker  now  gives  you  all  this  for  a  low  monthly  payment  of  $294-'  Or  inquire  about  1.9%  APR  for 
traditional  financing.  See  your  Chrysler  dealer  for  details.  Call  1-800-4  A-CHRYSLER  for  information! 


*For  qualified  lessees  through  Gold  Key  Lease  Inc.  24  months  Based  on  MSRP  example  with  26B  package  of  $27,474  minus  S2.05O  dealer  participation  _„  _vc-  _u 

Title,  tax,  license  and  insurance  extra.  Up  front:  $3,600  down,  first  month's  payment,  $125  refundable  security  deposit  Total  of  payments:  $7,05h  plus  I-  11  l\I  jlXtv 
fees  and  taxes.  Pay  for  excess  wear  and  tear:  15tf/mile  over  24.000  miles  and  $275  disposition  fee.  (If  car  is  returned  at  end  of  term.)  Offer  ends  May  31, 
1994-  Dealer  prices  vary.  Option  to  buy  at  lease  end  at  pre-set  price.  **Always  wear  your  seat  belt.  tYou  can  call  us  24  hours  a  day,  seven  days  a  week. 


VlymoutF 


See  Your  Chrysler-Plymouth  Dealer. 
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smartsuite-  IS  FIVE  WINDOWS" 

APPLICATIONS    THAT   WORK  TOGETHER 
LIKE    ONE-1-2-3.    AMI    PRO  WORD 
PROCESSOR,    APPROACH  DATABASE. 
FREELANCE   GRAPHICS"  AND  ORGANIZER:" 
TOGETHER    THEY    BASICALLY    DO  WHAT 
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Economic  Viewpoint 


NOW  EASY  MONEY 
WILL  TALK  AT  THE  FED 


IRAIG  ROBERTS 


1 

Clinton  has 
appointed  two 
demand-siders 
to  the  central  bank. 
So  expect  rates 
to  get  pushed 
down — and  inflation 
to  ratchet  up 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


President  Clinton's  choices  for  two  Feder- 
al Reserve  Board  seats  could  be  a  signal 
to  expect  a  revival  of  inflation.  One  is  a 
self-described  "inflation  dove,"  and  both  are 
from  the  Keynesian  school  of  economics  that 
stresses  consumer  demand  as  the  driving  fac- 
tor in  the  economy. 

Alan  Blinder,  a  Princeton  University  aca- 
demic and  erstwhile  businkss  week  colum- 
nist currently  serving  on  Clinton's  Council  of 
Economic  Advisers,  and  Janet  Yellen,  a  pro- 
fessor at  the  University  of  California  at  Berke- 
ley, are  demand-side  economists.  The  key  to 
demand  is  low  interest  rates,  and  the  key  to 
low  interest  rates  is  for  the  Federal  Reserve 
to  provide  banks  with  plenty  of  funds  to  lend. 

This  is  where  matters  get  sticky.  The  easy- 
money  policy  eventually  pushes  up  prices,  and 
once  the  inflation  rate  moves  up,  the  Federal 
Reserve  can't  keep  interest  rates  down. 

To  stop  the  inflation  that's  pushing  up  inter- 
est rates,  the  Fed  itself  has  to  raise  rates.  It 
does  this  by  curtailing  the  supply  of  funds 
that  banks  have  to  lend.  This  is  known  as 
"taking  away  the  punch  bowl,"  and  the  usual 
result  is  recession  and  unemployment. 

The  key  to  successful  demand-side  econom- 
ic policy  is  political  timing.  Recession  needs  to 
occur  early  in  the  Presidential  term  so  that 
there  is  ample  time  for  the  economy  to  recov- 
er and  produce  an  expansion  that  the  party  in 
power  can  ride  through  the  next  election. 
Once  the  incumbent  is  safely  reelected,  the 
cycle  repeats. 

BAD  TIMING.  The  problem  for  Clinton  is  that 
the  economy,  for  cyclical  reasons,  is  on  an  up- 
swing during  the  first  part  of  his  term.  This  is 
bad  timing.  Inflationary  pressures  could  force 
the  Federal  Reserve  to  yank  the  punch  bowl 
before  the  1996  election.  Normally  when  this 
happens,  the  President  in  office  gets  blamed 
for  the  recession  and  voted  out. 

As  Clinton's  appointees  to  the  Federal  Re- 
serve, Blinder  and  Yellen  have  the  job  of  down- 
playing inflation  and  stressing  the  need  for 
job  growth.  Their  influence  will  exceed  their 
voting  power  because  their  complaints  about 
"excessively  tight"  monetary  policy  will  reso- 
nate with  the  Democratic  Congress,  which  can 
threaten  the  Fed's  independence. 

The  politics  of  monetary  policy  are  compli- 
cated by  the  fact  that  the  bond  market  knows 
this  and  will  put  its  own  interpretation  on 
events.  If  it  looks  as  though  the  Federal  Re- 
serve is  going  to  be  tardy  in  resisting  inflation, 
bond  traders  will  unload  their  holdings,  thus 
driving  up  interest  rates.  So  Blinder  and  Yel- 
len could  succeed  in  stalling  Federal  Reserve 
action  to  no  avail. 


Clinton  is  stuck  with  the  political  intere 
rate  cycle  because  he  denigrated  Preside 
Reagan's  supply-side  policy  and  loaded  his 
ministration  with  demand-side  economists.  T 
was  a  mistake,  because  supply-side  econon 
doesn't  rely  on  low  interest  rates.  Instead 
pouring  money  into  the  economy  to  stimul 
demand,  supply-side  economics  pours  inc 
tives  into  the  economy  to  stimulate  supi 
Reagan  relied  on  lower  tax  rates  instead 
lower  interest  rates  to  stimulate  the  econoi 
This  freed  him  from  "stop-go"  Fed  policy.  Vv 
lower  tax  rates  encouraging  people  to  p 
duce  more  income,  the  Federal  Reserve  die 
need  to  stimulate  the  economy  by  print 
money  and  could  focus  on  bringing  down 
inflation  rate. 

less  greed?  Reagan's  supply-side  policy 
lowed  him  to  achieve  the  record  for  the  lo 
est  peacetime  economic  expansion  in  our  hi; 
ry  despite  high  real  interest  rates.  Eight' 
million  new  jobs  were  created  while  inflat 
fell.  Clinton's  demand-side  policy  is  unlik 
to  duplicate  Reagan's  success  because  it  re 
on  low  interest  rates  that  cannot  be  m 
tained  once  easy  money  pushes  up  inflati 
As  its  history  shows,  demand-side  econon 
cannot  deliver  economic  growth  without 
flation.  That's  why  Blinder  and  Yellen 
soon  be  arguing  that  a  little  more  inflat 
won't  hurt. 

Keynesians  don't  make  good  inflation  fij 
ers  because  they  blame  inflation  on  nonmc 
tary  factors.  In  place  of  too  much  money  cl 
ing  too  few  goods,  Keynesians  blame  gr( 
Prices  are  pushed  up  by  greedy  oil  she 
greedy  labor  unions,  greedy  businesspeo 
and  greedy  commodity  speculators.  The  s 
people  who  deride  the  1980s  as  the  Gr 
Decade  attribute  the  decline  in  inflatior 
that  decade  to  less  greed  on  the  part  of 
sheiks,  unions,  businesses,  and  speculat 
Apparently,  any  contradiction  is  better  t 
giving  supply-side  policy  credit. 

Blinder  thinks  we  should  just  accept  ir 
tion  as  a  redistributive  device  that  hurts  I 
rich  more  than  the  poor.  Reagan,  it  turns  I 
protected  wage  earners  by  indexing  the  I 
sonal  income  tax  for  inflation— but  did  noil 
the  same  for  the  capital-gains  income  of  | 
rich.  If  inflation  gets  out  of  hand,  Blinder 
we  can  suppress  greed  with  wage  and  p 
controls.  The  Clinton  Administration  doe 
connect  monetary  policy  with  inflation 
248-page  1994  Economic  Report  of  the  Pi 
dent,  which  Blinder  helped  to  write,  dev< 
three  paragraphs  to  monetary  policy — 
less  than  it  gives  to  the  disinflationary  el 
of  lower  oil  prices. 
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economic  Trends 


BY  GENE  KORETZ 


STATES  MAY  BE 
JUMPING  THE  GUN 
BY  CUTTING  TAXES 


It's  hardly  a  dramatic  change,  but 
there's  no  question  that  the  budgetary 
outlooks  of  the  nation's  state  and  local 
governments  are  starting  to  brighten. 
In  most  states  and  some  cities,  the 
strengthening  economy  is  finally  pro- 
ducing enough  tax  revenues  to  ease  fis- 
cal pressures  a  bit. 

Economist  Steven  D.  Gold  at  the  Con 
ter  for  the  Study  of  the  States  in  Alba- 
ny, N.Y.,  estimates  that  state  tax  reve- 
nues nationwide  were  up  a  healthy  5.1% 
in  the  first  quarter  over  their  year-earli- 
er level,  and  unlike  former  years,  that's 
without  the  help  of  big  tax  hikes.  The 
upswing  has  encouraged  the  governors 
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of  at  least  19  states  to  propose  tax  cuts 
this  year.  Four  of  these  states— Arizona, 
Georgia,  New  Jersey,  and  New  Mexi- 
co—have already  enacted  such  cuts. 

To  a  large  extent,  the  rash  of  tax-cut 
initiatives  is  a  cyclical  phenomenon. 
States  typically  boost  taxes  heavily  dur- 
ing fiscal  emergencies  caused  by  reces- 
sions and  then,  as  they  did  during  the 
1980s,  roll  back  all  or  part  of  the  hikes 
once  the  economy  recovers  and  tax  re- 
ceipts pick  up  steam. 

What's  different  in  this  cycle,  howev- 
er, is  the  fiscal  backdrop.  When  the 
economy  took  off  after  the  1981-82  reces- 
sion, the  combined  balance  of  all  state 
and  local  operating  budgets  (including 
capital  outlays)  moved  into  the  black 
(chart).  This  time  around,  the  operat- 
ing balance  has  remained  heavily  in  the 
red.  And  the  proposed  net  reduction  in 
fiscal  1995  taxes  would  slice  only  0.03%, 


from  projected  state  revenues,  or  a  pal- 
try $1.3  billion,  compared  with  tax  hikes 
of  $31  billion  over  the  past  four  years. 

Gold  says  he  spies  another  cyclical 
influence  in  the  current  outbreak  of  tax- 
cut  fever— the  electoral  cycle.  Some  10 
governors  advocating  tax  cuts  this  year 
are  up  for  reelection  in  the  fall,  he  notes, 
and  "tax  cuts  are  a  proven  vote-getter." 
He  also  predicts  that  the  cuts  will  put 
even  more  pressure  on  hard-pressed  lo- 
calities, whose  taxes  have  been  rising 
even  faster  than  state  levies,  as  state  aid 
to  local  governments  has  slowed. 

Although  some  governors,  mainly  Re- 
publicans, are  trying  to  use  tax  cuts  as  a 
lever  to  force  cuts  in  state  and  local 
spending,  economist  Cynthia  M.  Latta  of 
DRl/McGraw-Hill  doubts  that  overall  out- 
lays can  slow  or  that  operating  deficits 
will  decline  over  the  next  few  years.  She 
points  to  rising  Medicaid  outlays,  growing 
pressure  to  strengthen  the  criminal  jus- 
tice system— last  year  40  states  were  un- 
der court  order  to  improve  prison  condi- 
tions—and expanding  educational  needs. 

Elementary  and  secondary  school  en- 
rollments, for  example,  are  now  rising 
by  1.5%  to  1.7%  a  year  after  falling  in 
the  early  1980s  and  growing  slightly  in 
the  late  1980s.  And  real  outlays  per  stu- 
dent have  jumped  by  11%  since  1987. 

"Eventually,  spending  will  slow,"  says 
Latta,  "but  it  won't  be  tomorrow." 


FOREIGN  BANKS 
PULL  IN  THEIR  HORNS 
IN  THE  U.S. 


■  t  wasn't  too  long  ago  that  U.  S. -based 
I  subsidiaries  of  foreign  banks  were 
handily  winning  market  share  from  their 
U.  S. -owned  counterparts— particularly 
in  providing  commercial  and  industrial 
loans  to  American  businesses.  But  now, 
as  economist  Gary  Schlossberg  at  Wells 
Fargo  Bank  notes,  the  pendulum  is 
swinging  in  the  other  direction. 

While  personal  loans  and  C&I  loans 
on  the  books  of  U.  S.  banks  are  now  ris- 
ing, ongoing  declines  at  foreign-owned 
institutions  cut  their  share  of  total  bank 
lending  to  a  little  above  17%  at  the  end 
of  last  year  from  close  to  19%  a  year 
earlier,  the  first  decline  since  1984  and 
the  lowest  reading  in  five  years.  At  the 
same  time,  the  foreign  banks'  share  of 
C&I  loans,  which  had  jumped  from  22.5% 
in  1985  to  29.4%  in  1989  and  35.6%  in 
1992,  fell  to  under  34%. 

Why  have  foreign-owned  banks  pulled 
in  their  horns?  Recessions  at  home,  sour 
U.  S.  real  estate  loans,  a  decline  in  syn- 
dicated C&I  loans,  and  a  tougher  regula- 
tory environment  all  played  a  part,  says 


Schlossberg.  The  big  question  for  po 
tential  U.  S.  borrowers,  however,  ma; 
be  whether  the  foreign  banks  will  b 
as  willing  to  lend  when  credit  tighten 
again  as  they  were  during  the  credi 
squeeze  of  the  early  1990s. 


ARE  ECONOMICS 
MAJORS  A 
DECLINING  SPECIES? 


Economics  may  be  the  dismal  sciena 
as  Thomas  Carlyle  observed,  but  e 
least  during  the  1980s  that  didn't  dete 
the  interest  of  college  students.  Betwee 
the  1979-80  and  1989-90  academic  year: 
the  number  of  bachelor's  degrees  aware 
ed  to  economics  majors  in  the  U.  S.  ros 
from  16,409  to  23,923,  and  their  share  ( 
all  BAs  grew  from  1.9%  to  2.3%. 

Now,  however,  the  tide  appears  t 
have  turned.  The  number  of  economic 
BAs  fell  1.8%  in  1990-91,  and  according  t 
a  recent  survey  of  127  colleges  and  un 
versities  by  economists  John  J.  Siej 
fried  of  Vanderbilt  University  in  Nasi 
ville  and  Charles  E.  Scott  of  Loyol 
College  in  Baltimore,  it  plummeted  b 
14.2%  in  1992-93. 

The  sudden  decline  in  economics  d 
grees  is  a  bit  of  a  puzzle,  but  it  shouldr 
dishearten  students  majoring  in  the  su 
ject.  Since  business  values  a  knowledge 
economics,  their  competitive  position 
the  job  market  should  improve. 


WHY  A  FALL  IN  AUTO 
OUTPUT  WONT  WEAKEN 
THE  FED'S  WILL 


Upcoming  reports  on  industrial  c 
parity  utilization  may  well  sho 
declines  in  April  and  May,  but  th 
wouldn't  necessarily  deter  the  Feder 
Reserve  from  further  Lightening,  ca 
tions  economist  Carl  Palash  of  MCM  Mo 
ey  Watch,  a  financial-markets  advisoi 
firm.  He  calculates  that  declines  in  m 
tor-vehicle  output  in  the  second  qu£ 
ter  should  shave  at  least  half  a  percer 
age  point  from  the  industrial  operatii 
rate,  which  registered  83.6%  in  Marc! 

The  catch,  says  Palash,  is  that  t 
Fed  knows  this.  It  also  knows  that  t 
production  decline  is  mainly  due  to  Gt 
era!  Motors  Corp.'s  decision  to  imp 
ment  some  model  changeovers  early,  a: 
to  capacity  constraints  on  the  output 
hot-selling  light  trucks.  So  even  if  over 
capacity  use  falls,  he  says,  "the  Fed  v. 
still  be  inclined  to  raise  interest  rates! 
operating  rates  in  other  industries  I 
sides  motor  vehicles  continue  to  climb 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


MAT  WILL  IT  TAKE  TO  PLEASE 
HE  BOND  MARKET? 


pt  11  together  now,  repeat  the  bond  market's  new 
ML  mantra:  Weak  is  strong,  down  is  up,  and  slow  is 
^•ifast.  Got  it?  0.  K.  Now  you're  ready  to  be  a  trad- 
[i  this  market. 

ou  would  have  done  especially  well  on  Apr.  28,  when 
Commerce  Dept.  reported  on  first-quarter  economic 
vth.  The  pace  of  real  gross  domestic  product  slowed 
•ply  from  a  robust  7%  in  the  fourth  quarter  of  1993  to 
wer-than-expected  2.6%.  Any  coldly  objective  reading 
he  report  showed  modest,  noninflationary  growth, 
unds  for  a  rally,  right?  Wrong.  The  bond  market 
iched  into  a  furious  sell-off.  Recent  massive  interven- 
to  support  the  dollar  has  only  heightened  market 
;ion  (page  34). 

he  fact  is,  real  GDP  remains  far  from  any  reasonable 
sure  of  what  the  economy  is  capable  of  producing— 
.  is,  if  all  of  its  labor  and  output  capacity  were  fully 
iloyed  (chart).  Inflationary  pressures  do  not  even  begin 
uild  until  the  economy  reaches  this  potential  level  of 
.  The  Federal  Reserve  pegs  the  economy's  potential 
vth  at  2.4%.  But  because  of  improving  productivity, 
level  could  well  be  in  the  range  of  3%-3.5%  (page  62). 

The  bond  mavens  ignore  such 
arguments,  of  course,  focusing 
instead  on  the  acceleration  in  the 
first-quarter  GDP  price  index  to 
2.9%  from  2.3%  in  the  fourth 
quarter.  Never  mind  that  the 
speedup  reflected  a  onetime  fed- 
eral pay  raise  and  a  quirk  in  the 
way  import  prices  enter  the  in- 
dex. The  price  index  for  gross 
domestic  purchases,  which  side- 
steps that  quirk,  rose  only  2.3% 
Oth  the  fourth  and  first  quarters, 
ond  folk  also  said  that  first-quarter  growth  was  blunt- 
)y  bad  weather,  the  Los  Angeles  earthquake,  and  un- 
ainably  large  declines  in  government  expenditures 
net  exports.  As  a  result,  they  said,  real  GDP  growth 
Jd  rebound  strongly  in  the  second  quarter,  perhaps  to 
\  or  5%. 
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Right  now,  however,  about  3%  looks  more 
reasonable— and  that  is  not  enough  to  fuel 
inflation.  While  the  Federal  Reserve's  lat- 
est regional  survey  of  business  activity 
25  showed  generally  "solid  economic  growth," 
that  price  pressures  remained  "restrained." 
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na 

CHANGE  IN  NONFARM 
|  INVENTORY  ACCUMULATION  [ 
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It's  true,  weather  and  the  quake  were  negatives,  but  as 
a  percent  of  GDP,  the  impact  was  small.  Also,  postquake 
rebuilding  will  be  stretched  out  over  a  long  time,  and 
much  of  the  weather-related  losses  in  retail  sales  and  in- 
dustrial production  will  not  be  made  up. 

Government  outlays  did  drop  a 
steep  $14.9  billion  last  quarter, 
mainly  reflecting  an  $11  billion 
decline  in  federal  spending.  But 
most  of  that  fall  occurred  in  de- 
fense, which  is  still  in  a  long- 
term  shrinkage  and  unlikely  to 
bounce  back  this  quarter.  A  $3.9 
billion  falloff  in  state  and  local 
outlays  does  appear  questionable, 
though,  since  the  bad  weather 
forced  unusually  large  outlays 
for  snow  removal  and  highway  cleanup. 

Likewise,  some  improvement  in  net  exports  seems  plau- 
sible. A  widening  in  the  deficit  between  imports  and  ex- 
ports, by  itself,  subtracted  $19.7  billion  from  first-quarter 
growth,  more  than  VA  percentage  points  of  growth.  How- 
ever, any  second-quarter  bounce  may  be  small.  Although 
exports,  which  plunged  last  quarter,  should  start  growing 
again,  imports  grew  at  a  far  lower  rate  than  they  had  dur- 
ing the  previous  year.  Faster  growth  there  will  offset 
the  export  rebound. 

WHERE  GDP  More  important,  though,  the  bond  mar- 
GROWTH  ket  ignored  two  key  GDP  components  that 
WILL  SLOW  are  likely  to  contribute  much  less  to  sec- 
DOWN  ond-quarter  growth  than  they  did  last 

quarter:  consumer  spending  and  business  inventories. 

Nonfarm  inventories  grew  by  $30.7  billion  in  the  first 
quarter,  the  largest  accumulation  in  six  years  (chart). 
Some  of  that  pileup  was  probably  unintended,  because  of 
weather-depressed  sales,  and  it  will  have  to  be  worked  off. 
Already,  manufacturers  reported  a  0.1%  dip  in  their  March 
inventories,  even  as  new  orders  rose  1.1%. 

Also,  surging  auto  production  accounted  for  much  of  the 
overall  rise  in  stock  levels,  and  auto  output  in  the  second 
quarter  is  already  scheduled  to  be  well  below  the  first- 
quarter  level.  The  coming  slowdown  in  inventory  building 
could  subtract  as  much  as  a  percentage  point  from  second- 
quarter  GDP  growth. 

The  surprising  buildup  in  nonfarm  inventories  sug- 
gests that  industrial  output,  which  soared  at  a  7.7%  clip 
last  quarter,  will  begin  to  slow.  The  April  report  from  the 
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National  Association  of  Purchasing  Management  shows 
that  production  will  downshift  this  spring,  but  not  stall 
out,  while  inflation  continues  to  exist  more  in  the  minds  of 
bond  traders  than  in  the  reality  of  industrial-price  lists. 

The  napm's  index  of  industrial  activity  rose  to  57.7%, 
from  56.7%  in  March.  The  production  index  slowed  a  bit, 
but  employment  rose  to  a  five-year  peak.  The  NAPM  said 
new  orders  remained  at  their  high  levels  of  February 
and  March,  with  export  demand  rising.  Plus,  the  index  of 
order  backlogs  jumped  five  points,  to  61.5%,  in  April. 

In  addition,  the  NAPM  price  index,  which  set  off  the 
bond  bears  when  it  rose  sharply  in  February,  has  now  fal- 
len for  two  consecutive  months  (chart). 

I  CONSUMER  Crucial  to  any  discussion  of  future  U.  S. 
I  SPENDING  economic  growth  is  the  outlook  for  consu- 
I  CRUISES  mer  spending,  since  it  accounts  for  two- 
i  ALONG  thirds  of  GDP.  Real  personal  outlays  grew 

at  an  annual  rate  of  3.8%  after  a  4.4%  shopping  spree  in 
the  second  half  of  1993.  Will  shoppers  keep  spending  at 
nearly  a  4%  pace  in  this  quarter? 

Probably  not,  especially  since 
April  spending  may  have  been 
crimped  by  two  unrelated 
events:  taxes,  which  meant 
households  had  a  little  less  cash 
to  spend,  and  an  earlier-than-usu- 
al  Easter  that  pushed  some  retail 
buying  into  March. 

A  slowdown  in  spending  last 
month  is  already  evident  in  the 
preliminary  data  from  retailers. 
The  Johnson  Redbook  Report  says 
sales  at  department  and  chain  stores  slipped  0.2%  from 
March.  And  April  vehicle  sales  were  also  below  March's. 
A  sluggish  April  suggests  a  slower  second  quarter:  If 
spending  is  weak  in  the  first  month  of  a  quarter,  it's 
harder  for  the  quarterly  average  to  post  a  big  increase. 
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MORE  GROWTH 
IS  ON  THE  WAY 


However,  the  upward  trend  in  disposable  income  su 
gests  that  spending  should  recover  quickly  in  May  and  hj 
yond.  Real  aftertax  earnings  grew  at  an  annual  rate 
2.7%  in  the  first  quarter,  but  the  gain  would  have  be< 
higher  except  for  the  income  lost  due  to  the  earthqua 
and  the  harsh  winter.  Incomes  should  grow  above  2 
this  quarter,  setting  the  pace  for  a  3%  gain  in  househo 
spending  as  well. 

Stronger  consumer  fundamentals  also  helped  to  lift  t 
government's  index  of  leading  indicators  by  0.7%  in  Marc 
Three  of  the  four  biggest  contributors  to  the  hike  we 
consumer-related:  a  longer  workweek,  more  homebuildii 
permits,  and  fewer  jobless  claims.  The  rise  in  the  ind 
confirms  the  economy's  steady  upward  course  (chart). 

The  spring  quarter  may  also 
see  one  last  rush  of  home  buy- 
ing. Construction  was  battered 
by  last  winter's  weather:  The 
GDP  data  showed  that  nonresi- 
dential construction  fell  at  a 
16.1%  pace  and  the  rise  in  resi- 
dential building  slowed  to  9% 
from  a  torrid  31.7%  advance  in 
the  fourth  quarter. 

Some  bounceback  seems  as- 
sured this  spring.  Construction 
spending,  reported  monthly,  already  shows  a  0.8%  il 
bound  in  March,  after  building  outlays  dropped  2.3%  a 
January  and  1%  in  February.  Moreover,  new  single-fari- 
ly  home  sales  increased  11.1%  in  March,  to  an  annul 
rate  of  739,000,  as  buyers  moved  to  lock  in  still-low  mo&- 
gage  rates.  The  drag  from  higher  mortgage  rates  is  lili 
ly  to  show  up  in  the  third  quarter. 

Of  course,  that's  exactly  what  the  bond  market  is  ail 
ing  for:  slower  economic  growth.  But  as  the  first  quart! 
shows,  the  market  doesn't  seem  happy  even  when  it  g<| 
what  it  wants.  So  if  you  want  to  score  in  this  market,  ji| 
keep  repeating:  Weak  is  strong,  down  is  up,  slow  is  fa; 
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THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Thursday,  May  12,  8:30  cum. 
Producer  prices  of  finished  goods  likely 
edKed  up  just  0.1%  in  April.  Prices  rose 
0.2%  in  March,  but  falling  food  and  ener- 
gy costs  in  April  offset  gains  elsewhere. 
Excluding  food  and  energy,  prices  prob- 
ably increased  0.2%  in  April,  the  same 
as  in  March. 


RETAIL  SALES 


Thursday,  May  12,  8:30  cum. 
Retail  sales  likely  increased  by  0.5%  in 
April  after  a  0.4%  advance  in  March, 
according  to  the  median  forecast  of  econ- 
omists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  Excluding 


cars,  April  sales  are  also  expected  to 
have  risen  by  0.5%  after  a  0.4%  gain  in 
March.  However,  a  0.2%  drop  in  sales  at 
department  and  discount  stores,  as  re- 
ported by  the  Johnson  Redbook  Report, 
suggests  that  the  April  forecast  may  be 
too  optimistic. 

CONSUMER  PRICE  INDEX  

Friday,  May  13,  8:30  cum. 
Everyone  will  be  watching  on  Friday 
the  13th  to  see  if  the  CPI  report  once 
again  spooks  the  bond  market.  The  MMS 
median  forecast  is  that  consumer  prices 
rose  0.3%  in  April,  the  same  increase 
as  in  March.  Excluding  food  and  energy, 
the  core  rate  of  inflation  probably  in- 
creased 0.3%  last  month  as  well,  the 


same  as  in  March.  However,  the  forecl 
range  is  quite  narrow,  with  all  the  ec< 
omists  projecting  a  rise  between  0. 
and  0.4%  for  the  total  CPI  and  the  c( 
rate.  So  far  in  1994,  inflation  is  rising 
an  2.5%  annual  pace. 

BUSINESS  INVENTORIES 


Friday,  May  13,  10  cum. 
Inventories  held  by  manufacture! 
wholesalers,  and  retailers  likely  I 
creased  just  0.2%  in  March.  Inventor! 
built  up  in  February  as  stock  levels  r§ 
0.5%.  Factories,  however,  have  aires! 
reported  that  their  inventories  fell  0.1 
in  March.  Business  sales  probably  nl 
0.6%  in  March,  after  jumping  1.2%l 
February. 
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.here  hasn't  been  a  more  dedicated  group 
of  professionals  gathered  together  since 
the  search  for  the  white  whale.  You  have  43 
nationwide  field  sales  personnel  holding 
down  one  job  -  Fleet  Operations  -  not  a 
dozen.  So  you  can  be  sure  they're  only 
focused  on  all  your  car  and  light-duty  truck 
needs.  Call  Fleet  Operations  for  details  at 
1-800-FLEET-OPS  (353-3867). 
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eel  the  tremors?  That's  the  $200 
million  drug  industry,  in  seismic  up- 
heaval. Consolidation  is  reshaping 
the  landscape,  as  giant  multinational 
producers  search  for  new  products  and 
wider  distribution.  Within  a  few  years, 
the  way  pharmaceuticals  are  invented, 
made,  and  sold  will  bear  little  resem- 
blance to  the  methods  of  a  decade  ago. 

In  the  space  of  two  days,  the  drug 
business  provided  a  powerful  glimpse 
of  its  future.  On  May  2,  Roche  Holding 
Ltd.  agreed  to  buy  troubled  drugmaker 
Syntex  Corp.  for  an  astounding  $5.3  bil- 
lion. A  day  later,  suitors  began  swarm- 
ing around  Eastman  Kodak  Co.'s  Ster- 
ling Winthrop  unit,  now  on  the  block. 
And  SmithKline  Beecham  PLC  unveiled 
its  pact  to  buy  a  big  distributor,  Di- 
versified Pharmaceutical  Services 
Inc.  for  $2.3  billion,  and  to  ally 
with  Diversified's  parent,  power- 
house health  maintenance  organ- 
ization United  HealthCare  Corp. 
Likewise.  Pfizer  Inc.  agreed  to 
a  venture  with  Value  Health 
Inc.,  operator  of  the  ValueRx 
drug  middleman. 

Individually,  the  deals  came 
as  little  surprise.  Syntex  has 
struggled  in  recent  years,  and 
Sterling,  too,  has  been  a  weak 
sister  to  photography  since  Kodak 
acquired  it  in  1988  (page  32).  Diver- 
sified's purchase  had  been  almost  in 
evitable  since  Merck  &  Co.'s  $0.0 
lion  acquisition  last  year  of  riva 
distributor  Medco  Containment 
Services  Inc.  and  a  marketing  "al- 
liance" formed  in  April  by  three 
other  drugmakers  and  distributor 
Caremark  International  Inc. 
"BLOWN  AWAY."  Taken  together 
though,  the  moves  reflect  a  funda- 
mental struggle  for  financial  con- 
trol in  the  health-care  business.  In 
just  a  few  years,  the  balance  of 
power  has  shifted  dramatically: 
Hospitals  have  won  clout  by  merg- 
ing or  forming  purchasing  alliances; 
they  and  other  big  drug  buyers  have 
contracted  with  benefit-management  com- 
panies to  negotiate  lower  prices  on  their 
behalf.  "Never  before  have  we  been  con- 
fronted with  the  range  of  challenges  we 
face  today,"  says  Sheldon  G.  Gilgore, 
chief  executive  of  (1.  I).  Searle  &  Co. 

Now,  amid  plunging  profits,  comes  the 
drugmakers'  response.  A  highly  fragment- 
ed industry— its  largest  player,  Merck, 
controls  about  5%  of  the  worldwide  mar- 
ket—is bulking  up.  To  combat  soft  prices, 
the  big  producers  are  scrambling  to  build 
market  share  by  selling  more  products. 
To  fight  the  growing  might  of  distrib- 
utors, they're  buying  the  distributors. 
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In  the  rush  to  buy  new  muscle,  there 
will  be  mistakes.  Industry  analysts  and 
executives  were  shocked  by  Roche's 
mighty  bid  for  Syntex,  a  company  with 
little  apparent  promise  in  its  develop- 
ment pipeline  and  a  core  product,  the 
anti-inflammatory  naproxen,  that  virtual- 
ly collapsed  after  losing  patent  protec- 


tion last  December-.  "I  was  blown  awajai 
the  price,"  says  one  senior  Syntex  maife 
er.  Likewise,  some  analysts  questiofc 
the  heady  50  times  earnings  SmithKp 
will  pay  for  Diversified. 

But  for  buyers  with  deep  pock|6 
such  deals  represent  opportunity.  Roie 
which  bought  60%  of  biotech  leader 
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tech  Inc.  four  years  ago,  insists  that 
itex'  research  and  development  ca- 
nity is  sound.  "Syntex  is  a  research- 
jnted  company  with  excellent  sci- 
e,"  says  Fritz  Gerber,  Roche's 
irman  and  CEO.  Moreover,  the  acqui- 
jn  will  give  Roche  a  broader  product 
i  to  sell  big  customers  in  the  U.  S. 
;re's  a  wild  card,  too:  Syntex,  with 
unusual  Panamanian  charter,  may 
vide  a  valuable  tax  shelter, 
likewise,  Sterling  is  for  sale  because  it 
n't  fit  Kodak's  business  aims.  But 
nce's  Elf  Sanofi,  which  has  the  right 
first  refusal  to  bid  on  the  $1  billion 
ding  prescription  business,  says  it  is 
nly  interested. 


the  more  compelling  strategy  is  repre- 
sented by  SmithKline's  deal:  Buy  the 
distribution  channel.  By  snapping  up 
Medco  and  Diversified,  Merck  and 
SmithKline  essentially  swallow  up  the 
middlemen  that  have  forced  their  mar- 
gins down. 

gentle  reminders.  Executives  at 
SmithKline,  like  those  at  Merck,  insist 
that  Diversified  will  continue  to  carry  ri- 
vals' drugs  on  their  recommended  lists — 
but  admit  that  they  hope  to  lift  sales  of 
their  own  products,  too.  Says  J.  R  Gami- 
er, pharmaceuticals  chairman  at  Smith- 
Kline: "We  will 


JAN.  3,  '94 

24.03 


APR.  11,  '94 

98.21 


rmany's  Bayer,  which  has  long  wanted 
win  back  its  aspirin  trademark  in  the 
3.,  is  seeking  Sterling's  $900  million 
8.  over-the-counter  business. 
Such  consolidation  among  producers 
1  continue:  Big  manufacturers,  too, 
|  investing  heavily  in  small  biotechnol- 
r  outfits  with  promising  products.  But 


have 

preferred  posi- 
tions . . .  that  will  expand  our  mar- 
ket share  in  certain  categories." 

Millions  of  consumers  will  be  af- 
fected by  that  strategy.  Diversi- 
fied manages  pharmacy  benefits 
for  11  million  people,  a  big  chunk 
of  the  50  million  Americans  so  cov- 
ered. Drugmakers  see  in  that  num- 
ber an  enormous  opportunity  to 
capture  new  sales.  Now,  Smith- 
Kline, through  Diversified,  will  have 
the  power  to  enforce  compliance  with 
drug-treatment  programs,  for  example— 
by  sending  patients  with  high  blood  pres- 
sure, say,  reminder  letters  to  keep  buy- 
ing their  medicine.  SmithKline  also  will 
get  data  on  the  typical  pattern  of  diseas- 
es that  will  help  it  sell  and  price  their 
products  better. 

Eventually,  pharmaceutical  companies 
could  move  far  beyond  simple  drug  pro- 
duction and  sales  into  health-care  deliv- 


ery. With  its  Diversified  purchase, 
SmithKline  inked  a  six-year  deal  with 
1.6  million-member  United  HealthCare 
that  will  give  the  drugmaker  data  it  can 
use  to  compare  treatments  and  their 
cost-effectiveness.  Such  "outcomes"  anal- 
ysis could  be  potent  for  marketing 
drugs.  Moreover,  the  HMO  can  help  the 
drugmaker  develop  so-called  capitation 
programs,  allowing  Diversified  to  cov- 
er a  particular  company's  workforce  for 
flat  per-employee  fees. 

Customers  who  have  enjoyed  their 
growing  purchasing  power  aren't  thrilled 
by  the  prospect  of  this  brave  new  world. 
Pharmacy-benefit  managers  have  won 
low  prices  for  the  Group  Insurance 
Commission  of  Massachusetts, 
which  provides  drug  benefits  for 
240,000  state  employees,  retir- 
ees, and  their  dependents. 
Now,  Executive  Director  Do- 
lores L.  Mitchell  is  insisting 
that  Medco  provide  periodic 
reports  to  prove  she's  still 
getting  the  best  deals,  not 
just  Merck  products.  "We  all 
have  to  be  a  little  shrewder 
as  purchasers,"  she  says. 
FIRST  LOYALTY.  Others  worry 
about  the  effect  on  quality  of 
care.  Patricia  Wilson,  a  consul- 
tant on  pharmacy  benefits  at  Asso- 
ciates &  Wilson  in  Rosemont, 
Pa.,  frets  that  the  push 
for  cost-effectiveness 
could  compromise  pa- 
tients by  favoring  in- 
appropriate drugs  that 
happen  to  be  on  a  dis- 
tributor's sales  list.  Employ- 
ers, she  adds,  must  realize  that  the 
first  loyalty  of  benefits  managers  owned 
by  drugmakers  now  will  likely  be  to 
their  corporate  parents,  not  to  the  cus- 
tomers. "Who  is  the  client?"  Wilson  asks. 

The  confusion  seems  sure  to  continue. 
Already,  rumors  abound  that  West  Coast 
distributor  McKesson  Corp.,  which  has  a 
pharmacy-benefit  unit,  is  hot  on  the 
prospect  list  of  such  drugmakers  as 
Glaxo  Holdings  PLC,  though  neither  com- 
pany would  comment.  Producers  such 
as  Upjohn  Co.  and  Marion  Merrell  Dow 
Inc.  have  long  been  viewed  as  takeover 
candidates.  Even  Merck  discussed  mer- 
gers with  the  likes  of  Pfizer  and  Glaxo 
several  years  ago,  and  some  observers 
say  a  combination  with  another  drug- 
maker  is  again  a  possibility.  Everyone 
seems  to  agree:  In  drugs,  big  has  sud- 
denly become  much  better. 

By  Joseph  Weber  in  Philadelphia,  with 
Joan  O'C.  Hamilton  in  San  Francisco, 
Gail  Edmondson  in  Paris,  Paula  Dwyer 
in  London,  and  bureau  reports 
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THE  HEW  FLASH  AT  KODAK 


Say  one  thing  for  George  M.  C. 
Fisher:  He  doesn't  shy  away 
from  big  decisions.  A  scant  five 
months  after  taking  over  as  Eastman 
Kodak  Co.'s  CEO,  Fisher  stunned  out- 
siders on  May  3  by  announcing  that 
Kodak  would  auction  off  three  big 
units,  including  the  Sterling  Drug  Inc. 
operations  bought  in  1988  for  $5.1  bil- 
lion. In  a  single  stroke,  Fisher  repudi- 
ated the  failed  diversification  strate- 
gy of  his  predecessors,  shored  up  a 
debt-laden  balance  sheet, 
and  underscored  his  com- 
mitment to  Kodak's  imag- 
ing business. 

So  far,  Fisher  appears 
to  be  winning  plaudits 
from  nearly  everyone. 
"The  pace  at  which  he  has 
been  moving  is  refresh- 
ing," says  a  big  institu- 
tional holder.  In  part,  the 
kudos  have  come  because 
of  what  Fisher  has  not 
done.  He  has  not  acted 
like  a  corporate  Attila 
the  Hun,  swinging  the 
budgetary  ax  and  further 
demoralizing  Kodak's  al- 
ready dispirited  troops. 
Nor  has  he  spent  six 
months  or  more  studying 
the  company  before  tak- 
ing decisive  action. 
NOT  NOVEL.  Fisher's  turn- 
around strategy  is  fairly 
simple:  Concentrate  on 
wringing  improved  earn- 
ings from  Kodak's  core 
photography  business. 
And  build  a  future  with 
digital  technologies  such 
as  all-electronic  cameras, 
thermal  printers,  and  im- 
age-storage devices  such 
as  photo  CDs.  Any  periph- 
eral businesses,  such  as  pharmaceuti- 
cals, should  be  sold. 

Fisher  readily  admits  the  strategy 
isn't  novel:  "The  difficulty  is  not  know- 
ing what  to  do,  it's  doing  it."  But  insid- 
ers say  Fisher  has  finally  begun  to 
tackle  some  long-running  internal  prob- 
lems. One  example:  He  has  started  to 
disentangle  Kodak's  management  struc- 
ture, which  deflected  responsibility  for 
past  mistak  is.  And  he  has  ended  an 
internal  deba'e  by  forming  a  new  dig- 
ital-imaging group— resolving  what 
many  observers  had  seen  as  a  half- 


hearted effort  by  traditional  photogra- 
phy execs  to  push  the  new  technology. 

Another  key  target  has  been  mo- 
rale, left  shattered  by  years  of  inef- 
fectual restructurings  and  uncertainty. 
Fisher  has  frequented  the  company 
cafeteria  and  sent  hand-written  notes 
to  congratulate  staffers  for  solid  work. 
Just  as  important,  he  has  stressed  that 
Kodak  has  a  bright  future  with  no  im- 
mediate need  for  more  layoffs.  "Mo- 
rale is  better  than  it  has  been  for 


GEORGE  FISHER'S  CHECKLIST 


Shore  up  employee  morale 
by  emphasizing  bright  future 

iy  based  on 
lak's  situation 

Put  Sterling  drug  operation 
on  the  block 

Hire  new  CFO:  Harry  Kavetas, 
formerly  CEO  of  IBM  Credit 

Start  disentangling  the  Byzantine 
management  structure 

Emphasize  digital  imaging  by 
forming  a  separate  digital  unit 

Introduce  low-price  Funtime 
film 


g  ■ 

I  |    Plot  new  strateg' 

I I  analysis  of  Kodc 

□ 
□ 

□ 
□ 
□ 
□ 
□ 
□ 


TO  DO 


Focus  on  specific  digital  tech- 
nologies where  Kodak  is  on  top 

Sign  deals  with  partners  to  im- 
prove technology,  market  reach 

Hire  outsiders 
for  key  positions 

Change  risk-averse,  noncon- 
frontational  culture 

Cut  costs  to  world-class  levels; 
instill  customer  focus 

Figure  out  how  to  milk  more 
profits  from  film  biz 


years,"  says  one  insider.  "People  see 
George  as  a  savior."  Customers  are 
similarly  upbeat.  "He's  very  interested 
and  is  willing  to  learn  and  understand 
our  business,"  says  David  M.  Ritz, 
head  of  the  485-unit  Ritz  Camera  Cen- 
ters Inc.  chain.  "That  wasn't  necessar- 
ily true  of  his  predecessors." 

Fisher's  breezy  style  also  is  bringing 
a  breath  of  fresh  air  into  Kodak's  sti- 
flingly  hierarchical  management  cul- 
ture. Edgar  J.  Greco,  who  heads  Ko- 
dak's $2.5  billion  office-imaging  division, 
says  he  met  privately  only  once  a  year 


with  Kodak's  two  prior  CEOs.  Fishei 
often  asks  him  to  drop  by.  And  when 
problem  crops  up,  Greco  says,  "Georg( 
owns  [it]  with  you.  He  doesn't  say 
'You  have  a  problem,  and  you'd  bette 
fix  it  or  we'll  find  somebody  who  can.' 

But  warm  and  fuzzy  goes  only  s< 
far.  Fisher  and  new  CFO  Harry  L.  Kave 
tas,  the  former  CEO  of  IBM  Credit  Corp. 
vow  to  get  tough  on  managers,  who  ir 
the  past  were  rarely  held  accountable 
for  mistakes.  The  problem:  Executive: 
weren't  given  strict  bud 
get  targets,  and  there  wa 
often  no  monthly  reviev 
of  a  division's  progress 
"You're  going  to  see  us  be 
come  much  more  religiouJ 
about  holding  people's  fee 
to  the  fire,"  says  Fishei 
"If  they  don't  perform 
we'll  take  them  out." 
outsider.  To  squeeze  Ko 
dak's  bloated  cost  struc 
ture,  Fisher  announced  It 
teams  to  examine  such  is 
sues  as  research-and-df 
velopment  productivit; 
and  cycle-time  improve 
ment.  He  pledges  that  r« 
turn  on  net  assets  wit 
least  double  by  1999,  fron 
about  6%  last  year.  H 
and  Kavetas  already  hav 
identified  several  eoSt~sa\ 
ing  measures,  teeludin; 
eliminating  $100  million  c 
expenses  on  unneede 
real  estate. 

Some  observers  ar 
surprised  that  Fisher  ha 
brought  in  only  one  out 
sider— Kavetas— given  th 
need  to  shake  up  Kodak 
"To  do  what  he  want 
may  require  significan 
personnel  changes,  incluc 
ing  at  the  highest  levels,"  says  M 
chael  W.  Ellmann,  an  analyst  at  Werl 
heim  Schroder  &  Co.  Fisher  says  h 
will  recruit  more  outsiders  and  ha 
identified  his  choice  to  head  digiU 
imaging. 

There  are  still  lots  of  skeptics  wh 
like  what  Fisher  is  saying  but  wonde 
if  he  can  deliver.  Says  Fisher:  "Th 
skepticism  is  understandable  given  th 
track  record  of  the  company."  But  afte 
just  a  few  months,  Fisher  is  starting  t 
establish  a  track  record  of  his  own. 
By  Mark  Marcmont  in  New  Yor 
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WORKER  MORALE  WORSENS  AT  CATERPILLAR 

UAW  members  are  working  under  a  two-year-old 
labor  contract  that  was  imposed  by  Caterpillar  after  a 
^     strike  that  lasted  more  than  five  months.  Labor  and 
r       management  have  made  little  progress  on  a  new 
k  agreement. 

Employees  complain  of  harassment  by  supervisors 
and  gratuitous  suspensions  at  the  company's  plants, 
charges  the  company  denies.  However,  the  National 
Labor  Relations  Board  has  filed  82  complaints  against 
Caterpillar. 

Workers  are  unhappy  that  Caterpillar  refuses  to 
grant  them  the  same  job-security  pledges  that  the 
union  won  at  Deere. 

I  DATA;  BUSINESS  WEEK 


iT  IS  PURRING,  BUT 

lEY'RE  HISSING  ON  THE  FLOOR 


UAW  is  unhappy — and  a  strike  could  stymie  the  company's  growth 


|hese  are  the  glory  days  for  Cater- 
pillar Inc.  After  recession-plagued 
years  in  1991  and  1992,  U.  S.  de- 
id  for  its  giant  earth-moving  equip- 
it  is  soaring,  and  Europe  may  soon 
mnd,  too.  A  $1.8  billion  moderniza- 
program  has  the  company  churn- 
out  excavators  and  bulldozers  faster 
l  ever,  while  a  reorganization  has 
i  down  costs.  The  result:  Cat's  earn- 
should  climb  16%  this  year,  to  $760 
ion,  as  sales  rise  7%,  to  $12  billion, 
licts  Smith  Barney  Shearson  Inc.  an- 
t  Tobias  M.  Levkovich.  He  and  other 
1  Street  analysts  are  bullish  on  the 
k,  which  they  predict  could  hit  150 
t  year,  vs.  112  today, 
here's  just  one  note  of  discord  in  all 
success:  Cat's  continued  head- 
ing with  the  United  Auto  Workers. 
Vpril,  1992,  the  company  squashed  a 
-month  walkout  by  threatening  to 
manently  replace  15,000  strikers, 
•kers  gave  up  and  went  back  without 
ew  contract.  Despite  threats  of  a 
it-floor  slowdown  by  UAW  leaders  in 
roit,  Cat's  productivity  improved. 
GH  TALK.  Now,  though,  a  grassroots 
sllion  may  be  building.  With  Cat's  or- 
book  so  full  that  some  products  are 
lg  rationed  to  dealers,  UAW  leaders 
contemplating  another  walkout.  Lar- 
Solomon,  president  of  UAW  Local  217 
)ecatur,  III,  warns  that  a  shutdown 
possible  in  the  very  near  future." 
'hat  could  be  just  bold  talk  by  union 
lers  hoping  to  recover  from  the  em- 


barrassment of  their  '92  failure.  But  it's 
clear  that  the  rank  and  file  is  unhappy. 
Indeed,  workers  have  staged  five  spon- 
taneous walkouts  since  last  fall.  They 
shut  down  the  entire  company  for  three 
days  last  November,  after  managers  sus- 
pended a  union  official.  And  on  Apr.  26, 
two  of  Cat's  largest  Illinois  facilities  suf- 
fered a  one-day  strike. 

Caterpillar  executives  blame  peer 
pressure  and  argue  that  overall  labor 
relations  are  good.  "Our  expectation  is 
that  we  will  continue  to  serve  our  cus- 
tomers," says  Glen  Barton,  one  of  Cat's 
two  group  presidents.  But  others  ex- 
pect trouble.  "There's  a  growing  sense 
that  we  have  a  major  problem,"  says 
one  big  Cat  dealer. 

To  workers,  the  problem  boils  down  to 
job  security.  Two  years  ago,  when  Chief 
Executive  Donald  V.  Fites  refused  to 
grant  the  same  job-security  pledges  the 
UAW  won  from  Deere  &  Co.,  he  argued 
that  he  had  to  hold  down  costs  to  com- 
pete with  tough  rivals,  such  as  Japan's 
Komatsu  Ltd.— whose  products  didn't 
compete  directly  with  Deere's.  When  the 
strike  failed,  Fites  imposed  a  contract 
on  the  UAW  and  said  efficiency  measures 
could  eliminate  up  to  1,500  strikers'  jobs. 

Cat  has  fared  better  than  Fites  pre- 
dicted, however.  Komatsu  has  been  ham- 
mered badly  by  the  strong  yen  and 
poorly  performing  joint  ventures  in 
North  America  and  Europe.  It  led  the 
industry  with  price  hikes  of  up  to  9% 
last  year  that  cut  into  its  market  share. 


Indeed,  Komatsu  has  lost  ground  in 
most  product  categories,  while  Cat  post- 
ed gains  of  up  to  10  percentage  points, 
says  industry  consultant  Frank  Manfre- 
di.  Cat  has  done  so  well  that  it  has  re- 
hired all  the  strikers— and  added  1,300 
new  workers. 

Nonetheless,  Cat  has  continued  to 
wage  war  on  the  shop  floor.  For  in- 
stance, after  strikers  returned,  Cat  tried 
to  keep  them  from  wearing  T-shirts  that 
urge:  "Permanently  Replace  Fites."  It 
suspended  employees  who  persisted  and 
even  fired  some.  One  Aurora-based 
worker,  Janet  Kolzow,  a  48-year-old 
grandmother  with  27  years  at  Cat,  was 
dismissed  in  1993  for  wearing  a  button 
that  said  "Stop  Scabs,"  referring  to 
workers  who  cross  picket  lines.  The  Na- 
tional Labor  Relations  Board  has  issued 
82  complaints  against  Cat  for  such  ac- 
tions. "It's  an  awful  place  to  work,"  says 
one  Peoria-based  employee. 
MIDNIGHT  CALL.  For  that  reason,  the 
UAW  is  quickly  winning  back  workers' 
loyalty.  After  the  strike's  collapse,  many 
members  blamed  UAW  headquarters  for 
leading  them  into  a  morass.  But  the  re- 
cent walkouts  erupted  from  below.  The 
Apr.  26  strike  started  when  managers 
told  a  Decatur  shop  steward  that  he 
could  no  longer  write  up  employee 
grievances.  Angry  workers  called  the 
local's  president  out  of  bed  to  open  the 
union  hall  for  a  meeting.  Today,  more 
than  90%  of  UAW  members  are  volun- 
tarily ponying  up  union  dues. 

UAW  leaders  may  wait  to  mount  a 
full-scale  walkout.  Most  Cat  workers  still 
remember  the  fear  of  being  replaced. 
And  there's  no  sense  in  starting  a  war  if 
a  few  skirmishes  will  get  contract  talks 
going.  Still,  strong  demand,  a  lean  front 
office,  and  new  factories  are  of  little  use 
if  nobody  is  building  machines. 

By  Kevin  Kelly  in  Aurora,  III. 


2IM 


CURRENCY  I 


AS  THE  DOLLAR 
NEARS "PENNY 


YEN  TO  THE 
BUCK,  SOME 
FEAR  THAT  THE 
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COULD  FALL 
QUICKLY  TO  90 


OR  EVEN  LOWER 


THE  DOLLAR'S  SLIDE 
MAY  HAVE  A  WAY  TO  GO 


Massive  intervention  by  central  banks  could  fail  to  stop  the  decline 


■  f  you  want  to  get  a  rise  out  of  Ruud 
I  P.  Roggekamp,  manager  of  foreign 
H  exchange  and  derivatives  at  Chica- 
go's fmc  Corp.,  mention  the  plummeting 
greenback.  "It's  stupid  that  the  dollar- 
is  weakening,"  fumes  Roggekamp.  "I  can 
see  no  fundamental  reason  for  it." 

Indeed,  the  U.  S.  economy  is  growing 
nicely,  especially  compared  with  the 
fledgling  recoveries  under  way  in  Japan 
and  Germany.  And  U.  S.  interest  rates 
are  rising.  Add  it  all  up,  say  American 
executives,  Clinton  Administration  policy- 
makers, and  economists,  and  you  should 
get  a  strengthening  dollar. 

Try  telling  that  to  foreign  exchange 
traders  around  the  world.  Since  mid- 
April,  they  have  pushed  the  dollar  down 
5%  against  the  German  mark.  On  May 
3,  they  drove  it  perilously  close  to  "pen- 
ny parity"  with  the  Japanese  yen— a 
record-low  100  to  the  buck 
(charts).  The  plunge  forced  the 
Federal  Reserve  and  other  cen- 
tral hanks  to  buy  billions  of  dol- 
lars on  the  open  market  a  day 
later,  the  second  round  of  offi- 
cial intervention  in  only  a  week. 

In  fact,  after  talking  the  dollar 
down  last  year,  and  then  doing 
little  in  subsequent  months  to 
change  the  impression  that  it 
wanted  the  currency  to  weaken 
to  help  curb  Japan's  trade  sur- 
plus, the  Clinton  Administration 
has  had  a  foxhole  conversion. 
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Washington  now  seems  possessed  by  a 
fear  that  a  run  on  the  greenback  would 
trigger'  the  third  global  bond-market 
meltdown  in  as  many  months.  That 
would  push  U.  S.  long-term  interest 
rates  higher  and  could  wreak  havoc  in 
Japan  and  Germany.  "This  Administra- 
tion sees  no  advantage  in  an  underval- 
ued currency"  Treasury  Secretary  Lloyd 
M.  Bentsen  said  in  a  statement.  Adds 
another  senior  Administration  official: 
"Enough  is  enough." 

But  many  dollar  bears  are  not  yet 
willing  to  concede  that  point.  And  even 
some  Fed  insiders,  critical  of  the  Ad- 
ministration's earlier  unwillingness  to 
stabilize  the  dollar,  think  that  trying  to 
prop  it  up  now  will  prove  futile. 

The  dollar  bears  remain  worried 
about  the  Fed's  apparent  reluctance  to 
risk  slower  growth  by  staving  off  fu- 
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ture  inflationary  pressures  with  mcl 
aggressive  interest-rate  hikes.  They  M 
unimpressed  by  the  inflation-fighting  cl 
dentials  of  Council  of  Economic  Advist 
member  Alan  S.  Blinder  and  Univers 
of  California  at  Berkeley  labor  ecoi 
mist  Janet  L.  Yellen,  the  Presiden 
nominees  for  the  Federal  Reserve  Boa 
And  they  are  disturbed  about  the 
sible  inflationary  impact  of  Preside 
Clinton's  aggressive  trade  policies 
ward  Asia.  To  the  bears,  nothing  sh< 
of  more  Fed  rate  hikes  can  save  t 
dollar  from  a  scary  new  dive. 

And  many  traders  think  the  Fed 
respond  by  continuing  the  round 
tightenings  it  began  in  February.  "TI 
may  have  to  move  quickly,"  says  f 
mer  Fed  Governor  Wayne  Angell,  n 
chief  economist  at  Bear,  Stearns  & 
That  could  mean  raising  the  discor 
rate,  which  has  been  stuck  at  3%  sir 
July,  1992,  by  a  half  a  percentage  poi 
While  that  might  rattle  the  bond  m 
ket,  the  impact,  would  be  nothing  co 
pared  to  the  effects  of  a  free-falling 
lar.  Noting  how  the  plunging  greenbs 
was  pummeling  bond  prices  just  bef< 
each  of  the  Fed's  recent  interventio 
Bernard  G.  Schaeffer,  president  of 
Cincinnati-based  Investment  Resear 
Institute  Inc.,  estimates  that  bear 
sentiment  among  fixed-income  trad 
"is  cataclysmic.  We  don't  need  anotl 
downward  cascade." 
record  lows.  As  May  4  dawned,  he 
ever,  that  seemed  likely.  With  Japa 
markets  closed  for  the  long  Golc 
Week  holidays,  the  dollar  had  skidded 
100.90  yen  irr  New  York  the  afternc 
before,  and  headed  even  lower  ov 
night  in  Europe.  So,  as  U.  S.  mark 
opened,  the  Fed  and  its  allies  stru 
But  with  Japan  facing  political  gridk 
and  mounting  trade  tensions  over 
$130  billion  current-account  surplus, 
greenback's  value  could  still  slide  an 
ditional  10%,  some  bears  say.  "Once 
break  100  yen,  the  dollar-  could  fall  v< 
quickly  to  90,"  says  Miron  Mushk 
Hong  Kong-based  chief  economist 
Lehman  Brothers  Asia  Ltd. 

Who  would  benefit  from  a  c 
tinued  slide  in  the  greenba< 
Try  Hong  Kong,  Thailand, 
other  low-wage  Southeast  As 
exporters.  With  their  currenc 
closely  following  the  dollar,  tl 
could  see  a  big  investment  bo 
from  Japanese  manufactur 
fleeing  the  high  yen.  That  co, 
cost  thousands  of  Japanese  wc 
ers  their  jobs,  warns  Sony  Pr 
ident  Norio  Ohga.  He  wants 
see  Washington  and  Tokyo  pi 
the  buck  back  to  120  yen.  1 
Ohga  likely  will  be  disappoint! 


le  talks  between  Tokyo  and  Washing- 
have  broken  down.  And  new  Prime 
ister  Tsutomu  Hata  seems  unable  to 
eve  political  reforms.  No  wonder 
ers  are  piling  into  the  yen. 
erman  investors  are  shunning  the 
ir,  too.  Economist  George  Magnus 
.  G.  Warburg  Group  figures  that  the 
ir  could  slip  7%  from  its  current  lev- 
o  around  1.52  marks,  by  summer, 
fhy?  Germany,  says  Prudential  Se- 
ries economist  C.  Michael  Alio,  "could 


be  picking  up  faster  than  most  people 
expect."  Indeed,  improving  factory  or- 
ders, production,  and  profits  could  keep 
the  Bundesbank  from  cutting  rates  much 
further.  Thomas  Mayer,  chief  economist 
at  Goldman,  Sachs  &  Co.  in  Frankfurt, 
expects  to  see  the  Bundesbank  cutting 
rates  by  a  quarter  of  a  point  by  this 
June.  But  by  the  end  of  1995,  three- 
month  German  interest  rates,  now  at 
5.3%,  could  be  back  up  to  5.6%.  "The 
Bundesbank,"  he  says,  "has  probably 


come  to  an  end  of  monetary  easing." 

Such  forecasts  can't  help  but  bolster 
the  cause  of  the  dollar  bears.  "We  really 
do  believe  the  dollar  is  fundamentally 
undervalued,"  says  Colgate-Palmolive 
Treasurer  Brian  J.  Heidtke.  That  is  also 
the  line  that  the  Clinton  Administration 
is  pushing.  Whether  traders  buy  it  is 
anybody's  guess. 

By  William  Glasgall  and  Suzanne 
Woolley  in  New  York,  with  Bill  Javetski 
in  Paris,  and  bureau  reports 


Commentary/by  Paul  Magnusson 

DEAR  ELIZABETH:  THE  DOG  ATE  YOUR  SOCIAL  SECURITY 


Jn  Apr.  28,  President  Clin- 
ton was  asked  if  Social 
Security  was  going 
>ke.  He  said  no.  To  prove  it, 
promised  to  write  to  "every- 
iy  in  the  country  every  year 
their  Social  Security  account: 
ye's  what's  in  it.  Here's  how 
ich  money  it's  earned.  Here's 
i at  you  can  look  forward  to 
tting  out.'"  Clinton  pledged  a 
ter  "within  the  next  four  or 
e  years,"  safely  past  the  1996 
ction.  No  fool,  he.  Still,  telling 
|  truth  about  Social  Security 
>uld  be  unprecedented  for  poli- 
ians.  Could  it  be  done?  I  decid- 
to  try  it  myself,  in  a  letter 
my  7-year-old  daughter: 
■ar  Elizabeth, 

Pay  attention,  Siveetheart,  be- 
ise  this  gets  complicated.  Even 
•  President  gets  it  wrong.  I'm 
nj  sorry,  but  there's  no  money 
your  Social  Security  account 
d  never  will  be.  That's  because 
one  has  her  own  Social  Secur- 
account.  Instead,  people  send 
'%  of  their  pay  to  Washington, 
'Ar  bosses  match  it,  and  it's 
ent  right  away  paying  Social 
curity  and  medical  benefits  to 
ler  folks.  And  what's  left  over  is 
ent  on  other  important  things,  such 
aircraft  carriers,  national  parks,  and 
'eign  travel  for-  members  of  Congress. 
Meanwhile,  the  Treasury  Dept.,  which 
ys  all  the  government's  bills,  replaces 
i  money  it  borrows  with  IOUs.  Of 
wse,  the  Treasury  Dept.  has  to  pay 
Merest.  So  it  just  sends  more  IOUs  to 
i  Trust  Fund.  That's  how  the  Trust 
vnd  is  really  "invested"— in  IOUs,  to 
paid  by  future  taxpayers.  That's  you! 
All  this  will  change  in  2013,  when  you 
rn  26.  That's  when  the  first  wave  of 
tby  Boomers— including  me— starts  re- 
ing.  Since  there  are  so  many  of  us, 
ire  won't  be  enough  money  coming  in 


Elizabeth's  vision  of  Dad's  retirement, 
The  links  will  be  alive  with  boomers 


from  payroll  taxes  to  pay  for  our  retire- 
ment. So  you'll  have  to  start  paying  back 
the  IOUs  through  your  regular  income 
tax.  Then  you'll  pay  for-  my  retirement 
through  your  regular  Social  Security  pay- 
roll tax.  Whew!  Your  tar  rates  will  have 
to  be  pretty  high!  I  hope  you'll  feel  my 
generation  spent  your  money  wisely. 

Love,  Dad 

Actually,  according  to  the  latest  an- 
nual report  of  the  Social  Security  Trus- 
tees, the  reality  is  even  worse.  Both 
the  Disability  and  Medicare  funds  run 
by  the  system  will  go  bust  in  1995  and 
2001,  respectively,  unless  they're  bailed 
out.  The  report's  rosy  outlook  assumes 


the  economy  will  grow  every 
year  without  a  downturn 
through  2070.  And  unemploy- 
ment will  stay  around  6%.  Infla- 
tion? Never  higher  than  4%. 

But  the  report  admits  financ- 
ing could  get  a  lot  tougher  if  the 
economy  slips  into  recession.  If 
such  downturns  were  to  occur 
in  1995  and  1998,  the  Trust  Fund 
will  run  into  a  cash-flow  prob- 
lem in  '98.  Income  taxes  will 
have  to  be  raised  or  other  pro- 
grams cut  to  pay  retirees.  And 
payroll  taxes  eventually  would 
have  to  double.  Of  course,  the 
government  could  try  to  borrow 
the  difference  and  shift  the  bur- 
den onto  the  next  generation. 
GET  real.  Such  solutions,  how- 
ever, aren't  very  popular  on  Cap- 
itol Hill  just  now.  Recently, 
House  Ways  &  Means  Chairman 
Dan  Rostenkowski  (D-Ill.)  pro- 
posed a  benefit  cut  plus  a  tax 
hike  to  fix  things.  But  higher  tax- 
es make  up  most  of  the  package; 
the  mild  benefit  cuts  are  phased 
in  over  50  years.  Senate  Finance 
Committee  Chairman  Daniel  P. 
Moynihan  (D-N.Y.)  favors  remov- 
ing the  Social  Security  Adminis- 
tration from  the  Health  &  Hu- 
man Services  Dept.  Hardly  a  solution. 

Unfortunately,  politicians  lack  the 
courage  to  propose  curbing  benefits  for 
affluent  retirees  and  raising  the  retire- 
ment age— the  only  realistic  solutions. 
But  Boomers  beware:  Elizabeth  and 
her  pals  one  day  will  discover  the  truth 
about  Social  Security.  And  they  won't 
like  paying  double  taxes  to  fund  their 
parents'  greens  fees.  So,  Clinton's  letter 
ultimately  could  force  the  most  radical 
change  of  all— a  complete  overhaul  of 
the  system. 

Magnusson  covers  economic  policy 
from  Washington. 


TECHNOLOGY 


WHY  WASHINGTON 

IS  ANOINTING  FLAT  PANELS 


The  Pentagon  wants  the  technology.  The  Clintonites  want  to  test  policy 


For  the  Clinton  Administration's 
biggest  foray  yet  into  industrial 
policy,  it  started  remarkably  casual- 
ly. In  February,  1993,  Laura  D'Andrea 
Tyson,  chair  of  the  White  House  Council 
of  Economic  Advisers,  voiced  the  opinion 
in  a  meeting  with  National  Economic 
Council  Chief  Robert  E.  Rubin  that  un- 
der the  right  conditions,  Washington 
might  want  to  intervene  to  help  a  specif- 
ic industry.  One  example,  she  suggested, 
might  be  flat-panel  displays,  a  Japanese- 
dominated  technology  that's  a  vital  com- 
ponent in  everything  from  laptop  com- 
puters and  video  games  to  control-panel 
displays  in  jetliners. 

The  idea  percolated  in  Rubin's  mind 
for  several  weeks.  Then,  after  a  briefing 
with  electronics  executives,  he  reminded 
an  aide  of  the  suggestion.  "You  know 
that  flat-panel  idea?"  Rubin  asked.  "Lau- 
ra wants  to  use  it  as  a  case  study."  So  a 
memo  was  drafted  to  Pentagon  acquisi- 
tion chief  John  Deutch,  asking  for  a  ma- 
jor study  of  government  support  for  flat 
screens.  That  directive  bore  fruit  on 
Apr.  28,  when  the  Defense  Dept.  an- 
nounced a  bold  plan  to  spend  $587  mil- 
lion over  the  next  five  years— and  up 
to  $1  billion  overall— to  jump-start  a 
commercial  U.  S.  industry. 

The  tale  of  how  Uncle  Sam  came  to 


anoint  flat  panels  as  a  chosen  industry 
offers  an  unusual  window  on  industrial 
policy,  Clinton  style.  The  basic  thrust: 
Pick  only  those  areas  where  the  private 
sector  is  falling  short  of  a  critical  na- 
tional goal— in  this  case,  defense  needs. 
Then  fund  research,  but  only  in  tech- 
nologies picked  by  industry.  And  finally, 
decide  whether  the  national  need  is  so 
ureut  that  government  must  provide  in- 
centives to  manufacturers.  That  ap- 
proach, Clinton  Administration  officials 
argue,  will  avoid  costly  industrial-policy 
failures,  such  as  the  estimated  $2  bil- 
lion jioured  into  the  doomed  synthetic- 
fuels  effort  from  1970  to  1984. 

Pentagon  strategists  began  by  ad- 
dressing a  narrow  issue:  How  could  it 
get  the  screens  it  needed?  Some  $200 
million  in  funding  from  the  Defense 
Dept.'s  Advanced  Research  Projects 
Agency  (ARPA)  from  1989  to  1993  had 


Why  not  offer  R&D 
subsidies?  "We  thought, 
'God,  this  could  be  the 
magic  bullet' " 


helped  companies— il 
eluding  Texas  Instri 
ments  Inc.,  Xer<| 
Corp.,  and  others* 
develop  a  dazzling  A 
ray  of  innovative  fl;| 
screen  technologies! 

The  rub:  None  1 
the  technology  "w§ 
showing  up  in  Dl 
tense's  procureme 
pipeline,"  says  Kc 
neth  S.  Flamm,  t 
Pentagon's  dual-u 
technology  maven. 
the  face  of  Japai 
lead,  companies  c 
not  want  to  risk  t 
huge  sums  needed 
build  manufacturi 
capacity. 

Flamm  was  det< 
mined  to  fix  th 
problem.  A  form 
Brookings  Instituti 
economist  who  w 
brought  in,  in  part,  to  study  the  flat-pt 
el  situation  for  Tyson  and  Rubin,  Flan 
badgered  everyone  for  data— on  the  s 
of  flat-panel  markets,  the  cost  of  buildi 
plants,  and  the  extent  of  defense  nee< 
There  were  some  big  surprises.  One  w 
how  rapidly  the  market  is  growing:  Ai 
lysts  figure  it  could  hit  $20  billion  by  t 
year  2000.  Another  shock  was  how  sm 
the  defense  demand  would  be.  "Ther 
no  way  that  Defense  will  amount  to  m< 
than  a  5%  share  of  this  exploding  mark 
place,"  says  Flamm. 
seed  money.  The  findings  suggest 
that  the  traditional  Pentagon  tack 
paying  for  military-use-only  plants  woi 
be  futile.  Far  better  for  Uncle  Sam 
spend  seed  money  to  create  a  stro 
commercial  industry,  Flamm  argued.  I 
how  could  the  federal  government  ent 
U.  S.  companies  to  shell  out  up  to  $4 
million  to  build  full-scale  factories? 

The  answer  came  during  a  marathi 
late-December  meeting  of  Flamm's 
member  interagency  team  in  a  rent 
room  at  the  Institute  for  Defense  An 
yses  in  Alexandria,  Va.  Why  not  of 
matching  research-and-development  si 
sidies— up  to  $120  million— to  compan 
that  committed  their  own  money  foi 
manufacturing  facility?  That  way,  t 
U.  S.  government  would  not  infringe 
global  trade  rules  that  bar  manufact 
ing  subsidies.  "We  thought,  'God,  t 
could  be  the  magic  bullet,' "  rec£ 
Flamm. 

From  there,  Flamm  had  to  sell  1 
plan  to  higher-ups.  It  helped  that  ind 
try  was  beginning  to  present  a  unii 
front.  Flat-panel  makers— such  as  Plai 
Systems,  OIS  Optical  Imaging  Systei  1 
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Photonics  Technology— had  been  at 
erheads  with  the  computer  industry 
■  a  1991  dumping  suit  the  panel  mak- 
lad  brought  against  Japan.  Duties  on 
e-in-Japan  parts  threatened  to  raise 
computer  makers'  costs. 

breakthrough  occurred  when  OIS 
ded  to  side  with  computer  makers 

withdraw  its  complaint.  By  early 
year,  some  computer  companies  had 
1  joined  the  ARPA-funded  U.  S.  Dis- 

Consortium  (USDC),  a  group  of  flat- 
si  makers  and  suppliers.  "If  they 
i  still  at  each  other's  throats,"  says  a 
te  House  official,  "the  Administra- 
would  not  have  gone  forward." 
kNT  step."  The  crucial  question  now: 

companies  ante  up  their  share?  Tl 

it  will,  but  others  are  being  cau- 
3.  "What  the  government  is  propos- 
es a  giant  step,"  says  Richard  T. 
lambault,  vice-president  for  high- 
lution  technologies  at  AT&T.  "But  we 
have  more  homework  to  do"  before 
ing  on. 

ven  if  AT&T,  Motorola  Inc.,  and  oth- 
take  Flamm  up  on  his  offer,  it  will 
ough  for  the  U.  S.  to  catch  up  with 
in.  Not  only  does  Japan  hold  a  95% 
ket  share  in  active-matrix  liquid- 
tal  displays,  the  leading  technology, 
Sharp,  NEC,  and  Toshiba  are  con- 
ally  making  clearer  and  less  power- 
jry  screens.  U.  S.  hopes  largely  are 
ed  on  competing  technologies,  such 
eld-emission  screens,  arrays  of  tiny 
•ors,  or  gas  plasma.  "Maybe  the 
ited  Japanese  technology  machine 
e  the  wrong  decision,"  suggests  Cur- 
Ji.  Stevens,  chief  financial  officer  of 
troluminescence  maker  Planar  Sys- 
3  Inc.  Of  course,  Japan  is  working  on 
e  alternative  technologies,  too. 
here  are  political  worries  as  well.  For 
Senator  John  C.  Danforth  (R-Mo.)  at- 
s  the  plan  as  a  thinly  disguised  "pro- 
ion  subsidy."  He  calls  it  "a  terrible 
:y  for  the  U.  S.  to  get  into  and  a  real 
version  of  trade  policy."  And  even  if 
plan  survives  such  sniping,  it  could 
victim  to  Congress'  insatiable  appetite 
Dork.  Washington  insiders  warn  that 
Pentagon  must  be  wary  of  lobbying 
ictive-matrix  screens  by  AT&T,  Moto- 
,  and  IBM.  Says  Joseph  Tasker  Jr., 
ctor  of  federal  regulatory  affairs  at 
Lpaq  Computer  Corp.:  "If  Washing- 
ends  up  choosing  a  particular  technol- 
they've  screwed  up." 
he  Administration  is  confident  it  can 
t  these  quagmires.  "This  is  a  good 
nple  of  the  kind  of  policy  we  need," 
;  Tyson.  If  they're  right,  the  picture 
:he  U.  S.  display  industry  could  soon 
hten.  And  if  they're  wrong,  taxpay- 
will  foot  the  bill. 

y  John  Carey  in  Washington,  with 
i  Jones  Yang  in  Seattle,  Peter 
rows  in  Dallas,  and  bureau  reports 


PEOPLE  I 


THE  ARKANSAS  CURSE 
STRIKES  AGAIN 


Angry  investors  say  they  were  burned  by  White  House  aide  David  Watkins 


B 


y  all  accounts,  David  Watkins  is 
one  of  President  Clinton's  favor- 
ites. A  member  of  the  First  Fam- 
ily's tight  band  of  Arkansas  aides,  Wat- 
kins, 52,  has  toiled  in  nearly  all  of  Bill 
Clinton's  political  campaigns.  These  days, 
he  is  a  Presidential  assistant,  overseeing 
the  White  House's  vast  administrative 
machinery. 

But  Watkins,  a  Little  Rock  adman 
who  teamed  up  with 
Hillary  Rodham  Clin- 
ton in  several  lucrative 
ventures,  is  a  man 
with  a  past.  Interviews 
with  more  than  a  doz- 
en former  associates 
and  investors,  backed 
by  court  documents 
and  financial  data,  sug- 
gest that  Watkins'  life 
as  a  dealmaker  has  left 
a  trail  of  disappointed 
investors.  Indeed,  he 
has  been  associated 
with  a  string  of  failed 
penny-stock  companies 
from  New  York  to 
Texas,  hawking  items 
from  cruises  to  credit 
cards.  "The  public- 
should  know  what  kind 
of  a  guy  they  have  in 
the  White  House,"  says 
an  angry  shareholder 
in  Amerinet  Corp.,  a 
Watkins  company.  "It 
just  isn't  right  what  he 
has  done." 

Not  all  of  Watkins' 
ideas  fizzled.  Hillary 
Clinton  made  $46,000 
on  a  $2,000  investment  in  his  cellular- 
phone  partnership.  And  Watkins  him- 
self has  managed  to  prosper.  His  federal 
disclosure  form  lists  a  net  worth  of  up  to 
$1.7  million. 

WORTHLESS.  Back  in  Arkansas  in  the 
1970s  and  '80s,  Watkins  dabbled  energet- 
ically in  small  business.  Many  of  his  ven- 
tures were  so  small  they  didn't  have  to 
register  with  the  Securities  &  Exchange 
Commission.  When  things  went  sour, 
losses  to  individual  shareholders  were 
so  modest— usually  a  few  thousand  dol- 
lars—that few  bothered  to  sue. 

One  exception  was  Alan  Fleisher.  The 
Smithtown  (N.Y.)  businessman  claimed 


GHT 

ONE,"  SAYS  A 
SHAREHOLDER. 
MANY  OF  WATKINS' 
VENTURES  FLEW 
BELOW  SEC  RADAR 


in  a  1991  lawsuit  that  Watkins  and  his 
associate,  Clifford  E.  McFarland,  lured 
Fleisher's  family  into  investing  $200,000 
in  three  worthless  deals.  "The  mistake 
he  made,"  Fleisher  says,  "was  to  get  me 
to  invest  a  lot  of  money."  Watkins  de- 
clined repeated  requests  for  an  inter- 
view on  these  and  other  business  deal- 
ings. His  attorney,  Ty  Cobb,  a  partner 
with  the  firm  of  Hogan  &  Hartson,  de- 
nies that  his  client  ben- 
efited at  the  expense 
of  shareholders,  adding 
that  "Mr.  Watkins  was 
in  a  position  to  assist 
startup  companies  such 
as  Amerinet  because 
of  his  many. . .  business 
successes." 

In  court  papers, 
Watkins  and  McFar- 
land denied  Fleisher's 
allegations— which  the 
White  House  says 
Watkins  disclosed  be- 
fore his  appointment. 
Moreover,  the  in- 
vestor's charges  of  se- 
curities fraud  were 
thrown  out  because 
they  were  filed  too 
late.  Fleisher  could 
have  refiled  some 
charges  but  negotiated 
a  settlement  with  Wat- 
kins in  November, 
1992,  just  before  the 
election.  Says  Al  J. 
Daniel  Jr.,  another 
Watkins  attorney: 
"There  is  no  complaint 
now  pending.' 


Fleisher  seems  far  from  mollified.  He 
withdrew  his  suit  in  return  for  equity  in 
a  reconstituted  Amerinet  on  the  under- 
standing that  the  shares  would  be  equal 
to  the  value  of  his  previous  investments. 
But  18  months  later,  Watkins  hasn't 
come  up  with  the  compensation— al- 
though Daniel  says  Watkins  still  is  try- 
ing to  repay  Fleisher.  Fleisher  says  he  is 
threatening  to  refile  his  lawsuit. 

The  most  contentious  Watkins  deal 
involves  Amerinet,  which  was  formed 
to  market  "affinity"  credit  cards.  Watkins 
took  the  company  public  through  a  re- 
verse merger  with  a  Nevada  shell  com- 
pany, Clean  Machine  Inc.  In  August, 
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1987,  some  85  investors  attended  a  meet- 
ing at  Las  Vegas'  Golden  Nugget  Hotel. 
Watkins  and  McFarland  urged  them  to 
buy  shares  of  Clean  Machine,  according 
to  several  people  who  were  present. 

Investors  put  up  $250,000  to  buy 
shares  for  6.25<t  each.  The  impetus, 
Fleisher's  suit  alleges,  was  Watkins'  and 
McFarland's  promise  of  a  heady  250% 
return.  When  the  deal  was  sealed  in 
November,  1987,  the  Watkins  Group  got 
31.7  million  shares,  or  80%  of  the  out- 
standing common  in  Amerinet. 
large  fees.  But  shareholders  didn't  reap 
much  from  the  deal— despite  a  1988 
press  release  that  forecast  annual  reve- 
nues of  $1.8  million.  A  financial  state- 
ment for  the  first  10  months  of  1988 
shows  that  Amerinet  chalked  up  a  net 
loss  of  $142,000  on  revenues  of  $4,000. 
Among  the  expenditures:  $78,000  to 
Watkins-affiliated  companies  for  consult- 
ing and  management  fees,  with  an  addi- 
tional $100,000  in  reimbursements  due 
for  cash  advances.  Disgruntled  share- 


DAVID  WATKINS' 
SPOTTY  BUSINESS  RECORD 


Many  of  the  White  House  aide's  deals  have  gone 
sour.  Some  examples: 

AMERINET  Founded  by  Watkins  in  1 986  to  market 
Visa  cards.  In  1987,  it  became  a  public  company 
through  a  reverse  merger  with  a  Nevada  shell  com- 
pany. Within  10  months,  Amerinet  was  $142,000 
in  the  red.  It  has  been  inactive  for  four  years. 

PRANCHISE  GROUP  INTERNATIONAL  This  Watkins 
company  signed  up  investors  in  1 987  to  buy  fran- 
chised  check-cashing  outlets  from  Cashland.  The  out- 
lets and  Cashland  eventually  went  out  of  business  . 

SARA  CARE  Franchise  Group  International  served 
as  a  consultant  and  sales  agent  for  Sara  Care,  an 
elder-care  franchisor.  A  Watkins  associate  served 
on  the  Sara  Care  board.  Its  50  franchises  are  out  of 
business;  it  now  owns  a  single  outlet  in  El  Paso. 

CRUISE  OF  A  LIFETIME  USA  Watkins  was  the  in- 
vestment banker  in  a  reverse  merger  of  this  New 
York-based  franchiser  of  ocean  cruise  agencies  in 
1987.  In  exchange,  he  received  1 .6  million  shares 
and  a  board  seat.  The  company  failed  in  1989. 


holders  say  such  a  pattern  was  typical, 
and  that  Watkins'  affiliates,  such  as  the 
Watkins  Group,  his  merchant-hanking 
firm,  would  rake  off  large  fees  at  the  ex- 
pense of  investors.  By  mid- 1989,  Ameri- 
net had  nearly  ceased  operation. 

This  was  not  the  only  project  where 
Watkins'  plans  flopped.  In  December. 
1987,  he  got  1.6  million  shares  of  Cruise 
of  a  Lifetime  USA  Inc.  for  helping  the 
company  raise  $150,000  from  the  pub- 


lic, according  to  Securities  &  Exchange 
Commission  documents.  The  New  York 
concern,  which  sold  franchises  to  market 
ocean  cruises,  folded  in  1989. 

Investors  in  Cashland  Corp.,  based  in 
Solvang,  Calif.,  which  franchised  cash- 
checking  services,  fared  no  better. 
Fleisher  claims  he  lost  $60,000  when  a 
Watkins-owned  firm,  Franchise  Group 
International  Inc.,  failed  to  keep  a  prom- 
ise to  jointly  operate  some  of  the  check- 
cashing  stores.  The  outlets  never 
opened,  his  suit  says.  Other  investors 
lost  about  $1.4  million  in  a  1988  limited 
partnership  that  Watkins  sponsored  for 
several  Cashland  outlets,  according  to 
court  filings.  His  stores  and  Cashland's 
eventually  went  out  of  business. 
travelgate.  Another  enterprise,  Sara 
Care  Inc.,  is  barely  surviving.  A  Watkins 
firm  was  paid  at  least  $50,000  in  consult- 
ing fees  by  Sara  Care,  which  at  one 
time  franchised  50  elder-care  centers. 
Sara  Care  now  operates  one  senior  cen- 
ter in  El  Paso,  Tex. 

It  would  be  easy  to  dis- 
miss this  trail  of  bruised 
bank  accounts  and  broken 
businesses  as  a  remnant 
of  Watkins'  Arkansas  past. 
But  controversy  has  con- 
tinued to  dog  him  in 
Washington.  Last  year,  he 
was  taken  to  task  by  Con- 
gress for  backdating  per- 
sonnel appointments  and 
pay  raises.  Watkins  was 
also  a  major  player  in  last 
year's  Travelgate  flap, 
which  saw  the  mass  fir- 
ings of  White  House  trav- 
el-office workers  in  what 
seemed  like  a  clumsy  at- 
tempt to  steer  business  to 
an  Arkansas  travel  agen- 
cy. He  was  later  repri- 
manded by  Chief  of  Staff 
Thomas  F.  McLarty  III. 

Watkins,  still  Amerinet's 
president,  failed  to  reveal 
his  ownership  role  on  his 
1993  financial  disclosure 
form.  A  White  House  as- 
sociate counsel  contends 
there  was  no  need  to  be- 
cause Amerinet  is  dormant. 


But  C.  Boyden  Gray,  White  House  coun- 
sel in  the  Bush  Administration,  asserts 
that  "government  officials  must  disclose 
all  financial  interest,  whether  it's  val- 
ued at  $1  or  $1  million.  Otherwise,  you 
can  have  the  appearance  of  a  conflict." 

The  White  House  is  standing  behind 
Watkins.  Now,  President  Clinton  has  to 
hope  that  his  aide  serves  the  White 
House  better  than  he  did  investors. 
By  Michael  Schroeder  in  Washington 


PEOPLE  I 


ROCK 
ON  A  ROLL 


Pricey  seats  may  not  deter  boomei 
from  this  summer's  concert  blast 


JAGGER:  SELLOUT 
SATISFACTION? 


The  season 
just  getti 
under  way, 
1994  already  loo 
like  a  blowout  y 
for  the  rock  bu 
ness.  Returning 
the  limelight  fr< 
their  mansions  a 
manicured  lifestyl 
the  rockers  of  y> 
teryear— Pink  Flo; 
the  Rolling  Stones,  even  a  reunited 
gles  band— are  strutting  on  stage  foi 
curtain  call.  Other  oldie  favorites  inch 
Elton  John  and  two  competing  25th- 
union-of-Woodstock  concerts.  On  tc 
also  are  hot  groups  such  as  Pearl  Ja 
Even  Barbra  Streisand  will  hit  the  ro 
The  boom  is  good  news  for  an  ind 
try  that  has  been  just  limping  alo 
since  1991,  when  it  sold  a  record  $ 
billion  in  tickets.  But  with  an  improv 
economy  expected  to  bring  out  m( 
fans,  "the  question  is  by  how  much 
beat  that  record  this  year,"  says  Gj 
Bongiovanni,  editor  of  Pollstar,  a  Fre.< 
(Calif.)  magazine  that  follows  the  c 
cert  business. 
brisk  sales.  The  bad  news  for  conct 
goers:  Many  operators  have  jacked  ti 
et  prices  way  up.  It  will  cost  as  much 
$80  to  see  Pink  Floyd  and  up  to  $115 
catch  the  Eagles  (parking  included), 
the  road  for  the  first  time  in  27  yea 
Streisand  is  asking  $350  for  some  set 

Outrageous?  Maybe.  But  even 
higher-priced  tickets  are  moving,  s 
Ticketmaster  President  Frederick  D. 
sen.  Streisand  sold  out  all  five  conct 
in  two  hours,  he  says.  Nearly  90% 
the  Pink  Floyd  tickets  were  sold  bef 
they  warmed  up  their  first  amp. 

There's  concern  in  the  busine 
though,  that  high  prices  will  hurt  so 
acts.  Elton  John  and  Billy  Joel  are 
tressing  their  appeal  by  doing  a  jc 
tour— with  a  top  ticket  price  of  $ 
Even  the  mighty  Stones  are  charg 
just  $25  to  $50.  "There  are  a  lot  of  t 
ets  out  there,"  admits  lead  singer  M 
Jagger.  "We  hope  there's  room"  for 
the  acts.  Not  to  mention  enough  ag 
baby  boomers  with  gold  credit  ca 
who  still  want  to  hear  them. 

By  Ronald  Grover  in  Los  Ang> 
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Wouldn't  it  be  nice 
iF  someone  Found  a  way 
to  keep  chemical  waste 
From  polluting? 


In  just  one  year,  the 


member  companies  of  the 


Chemical  Manufacturers 


Association  captured  640 


million  pounds  of  chemical 


pollutants  for  recycling. 


Find  out  more  about  how 


our  members  and  partners 


are  working  for  change.  Cal 


1-800-62^-1321. 


ft 

RESPONSIBLE  CaRE 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


Operating  **Pense 
Operatinglncome 

Operating  ^sets 


Cash 


inventories 
Receivables 


Return  on 
Investment 


Here's  the  bottom  line 
on  Unisys  Services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 

the  services  pretenders  of  the  '90s: 

work  cost-effectively  together.  It's  why 

the  bottom  line.  So  it  shouldn't  be 

unless  an  information  systems  plan  is 

our  consulting  services  harness  technology 

>rising  that  Unisys  Services  focus  on 

designed  to  serve  the  customer's  busi- 

to business  goals,  and  not  the  other  way 

3tly  that. 

ness  plan,  it  amounts  to  little  more 

around.  It's  why  our  application  develop- 

What's surprising  is  how  few  other 

than  technology  for  its  own  sake. 

ment  process  helps  identify  the  desired 

ices  providers  do  the  same.  After  all, 

Supplying  technology  is  not  the  object. 

cost-saving  and  revenue-generating 

e's  only  one  reason  a  customer  invests 

Applying  technology  is. 

results  before  we  design  the  applications 

ichnology.  Only  one  reason  to  call  on 

And  in  applying  technology,  it's 

on  which  those  results  will  depend.  It's 

rvices  provider.  Real-world  results. 

essential  to  help  you  wring  full  value 

why  our  education  services  teach  cus 

To  achieve  these  results,  you  need  an 

from  your  investment.  That's  why,  in 

tomers  how  to  optimize  the  relationship 

who  not  only  understands  technology, 

today's  multivendor  computing  environ 

between  people  and  technology.  And 

who  also  understands  your  business. 

ment,  our  systems  integration  services 

it's  why  Unisys  outsourcing  enables 

ding  on  decades  of  experience  serving 

make  an  organization's  many  systems 

customers  to  lower  costs  and  sharpen 

banking,  airline,  telecommunications 

competitiveness. 

public  sectors,  Unisys  is  committed 

Call  us  at  1-800-874-8647,  ext.  187. 

bottom-line  test,  a  test  that  separates 

UMSYS 

Ask  how  Unisys  Services  can  help  your 

services  providers  of  the  '90s  from 

We  make  it  happen. 

business.  It's  our  bottom  line. 

Unisys  Corporation 

PEOPLE  I 


SEE  BILL.  SEE  ZAPP! 
SEE  THE  SEQUEL 


Consultant  Byham  is  back — with  another  simplistic  management  primer 


■  t's  a  tale  that  makes  you  wonder 
9  about  the  good  sense— to  say  nothing 

■  of  the  literary  tastes— of  Corporate 
America. 

Once  upon  a  time,  William  C.  Byham, 
a  clever  but  rather  ordinary  business 
consultant,  enlisted  the  help  of  a  pro- 
fessional writer  and  penned  a  fable  for 
managers  on  how  to  "empower-"  employ- 
ees. As  if  by  wizardry,  the  book— Zapp!: 
The  Lightning  of  Empowerment— became 
a  huge  underground  bestseller.  Indeed, 
Byham  claims  more  than  1.5  million 
copies  have  gone  into  print  since  1989. 
Written  in  Dick-and-Jane  prose,  it's  the 
fictionalized  story  of  how  employees  can 


ing  dragons  by  using  magic  arrows.  The 
arrow  producers  become  dispirited,  how- 
ever, and  the  citizens  begin  to  flee  to 
other  kingdoms  that  offer  better  pro- 
tection and  cheaper  arrows.  Lessons  are 
distilled  in  memos  from  the  workbench 
of  arrowmaker  Art  Halegiver.  There  are 
also  pages  from  The  Zapp  Wizard's  Spell 
Book,  which  boasts  a  recipe  for  a  "magic 
brew"  to  help  sell  ideas  to  the  boss. 

Sound  goofy?  Heroz  won't  win  any 
literary  awards.  Nor  is  it  likely  to  earn 
kudos  from  management  gurus— who 
typically  dismiss  Zapp!  as  simplistic.  But 
Byham,  56,  who  once  worked  as  an  in- 
dustrial psychologist  for  J.  C.  Penney  , 


COMPANIES 
ZAPPED 

BY  ZAPP! 


MAKE  THAT  "BUY  'EM 


ALSO  PINS,  COFFEE  MUGS,  T-SHIRTS . . . 


Author  Byham's  count  of  Zapp! 

buyers: 

copies  purchased 

IBM 

40,000 

GENERAL  ELECTRIC 

30,000 

DUPONT 

25,000 

PEPSICO 

23,000 

WAL-MART 

10,500 

KFC 

8,500 

play  a  more  meaningful  role  in  compa- 
nies if  they're  empowered  to  make  more 
decisions. 

Now,  Byham,  chief  executive  of  Pitts- 
burgh-based consultant  Development  Di- 
mensions International  Inc.  (DDI),  is  hop- 
ing to  zap  corporate  readers  again.  The 
sequel  to  Zapp.',  scheduled  to  be  pub- 
lished on  May  5  by  Harmony  Books,  a 
division  of  Crown  Publishers  Inc.,  is 
called  Hero::  Empower  Yourself,  Your 
Coworkers,  Your  Company.  (The  "z"  after 
"hero"  is  supposed  to  conjure  up  memo- 
ries of  Zapp!.) 

Byham's  latest  fable  is  set  in  the 
imaginary  medieval  castle  of  Lamron. 
It  features  heroic  knights  who  defend 
the  kingdom's  citizens  from  fire-breath- 


Co.,  doesn't  care.  He  hopes  to  cast  his 
own  spell  on  managers  who  will  buy  the 
book  in  bulk  for  their  employees— just  as 
they  did  Zapp!. 

Initially  self-published,  Zapp!  became  a 
hit  largely  through  Byham's  promotion- 
al efforts.  He  printed  200,000  copies  and 
gave  away  7,000  to  clients.  Many  were 
sold  by  direct  mail,  before  the  book  was 
commercially  published  in  1991.  In  the 
end,  some  500,000  copies  were  ^iven 
away  free  to  companies  that  book  him 
for  speeches  or  hire  his  company  for 
training  seminars. 

Nevertheless,  Zapp!  created  unusual 
fanfare.  Byham  says  IBM  bought  40,000 
copies.  General  Electric  Co.,  which  gave 
out  Zappometer  pads  to  employees,  nob- 


bled up  about  30,000.  PepsiCo  Inc.  hai 
its  own  edition  of  the  book  printed  ii 
blue  for  2:5,000  of  its  employees.  Wast 
Management  Inc.  purchased  more  tha: 
100  copies  of  the  $895  video  versior 
Other  promotional  items  available  ft'or 
■  DDI:  Zapp!  pins,  coffee  mugs,  papei 
weights,  headbands,  T-shirts,  and  eve' 
wrapping  paper. 

pricey  advice.  The  book's  success  ha 
made  Byham  a  sought-after  busines 
speaker.  Last  year,  he  delivered  abot 
100  speeches.  His  typical  fee:  $12,00 
for  a  two-hour  lecture,  or  $15,000  for 
full  day.  His  consulting  firm  has  als 
prospered.  Byham  expects  annual  re\ 
enues  to  climb  by  27%,  to  $66  million,  i 
the  fiscal  year  that  ends  on  Aug.  3 
Says  Byham:  "I  have  made  millions  froi 
the  book." 

Why  has  Coi 
porate  Americ 
embraced  B} 
ham's  approach 
"If  you  give  mai 
agers  somethin 
real  thick,  they' 
just  stick  it  on  th 
shelf,"  says  Thorns 
A.  Parks,  a  qualit 
coach  at  AT&T  Glob, 
Information  System 
Parks  uses  the  20< 
page  Zapp!  as  an  "ic 
breaker"  in  trainin 
sessions.   Adds  E< 
ward   E.  Lawler, 
University  of  Sout 
era  California  ma 
a^ement  professor: 
may  trivialize  the  i 
sue  of  empowermen 
but  it's  readable." 

With  Heroz,  Byha 
is  seeding  the  mark- 
with  10,000  fn 
copies.  His  consultir 
firm's  account  exec 
tives  will  promote  tl 
book  with  clients,  and  Byham  plans 
plug  it  heavily  at  upcoming  conference 
The  early  reports  aren't  half-bad.  Havii 
read  a  quarter  of  Heroz  208  pages,  Ri 
sell  D.  Robinson,  an  operations  manag 
at  Motorola  Inc.,  is  already  recommen 
ing  the  book  to  colleagues.  "It's  real 
good,"  says  Robinson,  who  once  staged 
"Zapp!  Bash"  for  hundreds  of  emplo 
ees  at  which  Zapp!  videos  were  shov 
on  large-screen  TVs. 

So  be  forewarned,  employees  of  C( 
porate  America:  Like  it  or  not,  legio 
of  your  bosses— or  rather,  your  coach* 
as  they're  known  in  Zappese— may  so 
be  plugging  Heroz.  For  Byham,  it  loo 
like  another  happy  ending. 

By  John  A.  Byrne  in  New  Yc 
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The 


more 


you 


under  stand 


some  thing 


the 
more 


things 


you 


can 
do 


with 


it. 


Obvious,  right?  Yet  so  often  overlooked.  Particularly  when  it  comes  to  insurance.  It's  amazing  how 
our  property,  casualty  and  life  coverage  can  work  for  you  once  you  understand  it.  That's  why  at  USF&G. 
verything  we're  doing  is  directed  toward  simplifying  and  clarifying  an  otherwise  confusing  process.  [In 
act,  we're  out  to  change  the  very  nature  of  insurance.]  With  new  talents,  technologies  and  products  to 
Iraw  from,  our  agents  can  make  your  money  work  harder.  [So  you  can  get  what  you  need,  and  eliminate 
vhat  you  don't.]  Ask  an  independent  agent  about  USF&G,  and  find  out  just 
iow  we'd  handle  your  business  or  personal  insurance  needs  [hint:differently]. 
"HE  DIFFERENCE  IS  UNDERSTANDING 


U  S  F+G 

iSIIIKI 


Compaq  And  Microsoft. 
The  Connection  That's  Making 
"Plug  And  Play"  A  Reality. 


Just  about  everyone  who's  ever  used  a  computer  has 
experienced  the  same  thought:  Wouldn't  it  be  great 
if  setting  up  or  upgrading  your  machine  was  as  easy 
as  turning  it  on? 

The  idea  is  called  "Plug  and  Play."  People  have  been 
talking  about  it  for  years.  But  now,  an  ongoing  partnership 
between  Compaq  and  Microsoft,  working  with  other 
industry  leaders,  is  actually  making  it  happen. 

Plug  and  Play  is  the  result  of  some  very  fresh  think- 
ing in  both  hardware  and  software  -  an  accomplishment 
that  tapped  the  combined  engineering  expertise  of  both 
companies.  Together,  Compaq®  computers  and  the  next 
version  of  the  Microsoft®  Windows  "  operating  system  (code- 
named  Chicago)  will  deliver  the  long-promised  benefits 
of  true  Plug  and  Play:  easy  setup,  easy  expansion  and 
easy  connection  to  peripherals. 

Which  means  no  more  configuration  headaches.  No 
more  hidden  switches,  cryptic  codes  or  mystery. 

Even  today,  Compaq  is  shipping  computers  that  will 
take  full  advantage  of  Plug  and  Play  technology  as  soon 
as  the  forthcoming  version  of  Windows  is  available.  So  the 
Compaq  &  Windows  combination  will  quickly  become 
the  standard  for  Plug  and  Play  computing.  A  welcome 
reassurance  for  people  who  buy  computers. 

COMPAQ  Microsoft 


©  1 994  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  Registered  U.S.  Patent  and  Trademark  Office.  Microsoft  is  a  registered  trademark 
of  the  Microsoft  Corporation  Windows  is  a  trademark  of  the  Microsoft  Corporation 
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BUSINESS  BLANCHES 
AT  SCHOOL  REFORM 


In  a  May  5  report,  the  Na- 
tional Education  Commis- 
sion on  Time  &  Learning  pro- 
posed a  radical  overhaul  of 
the  U.  S.  education  system— 
urging  schools  to  break  with 
the  traditional  schedule  of  six- 
hour  days  and  180-day  years. 
But  opposition  is  brewing 
from  an  unlikely  camp:  busi- 
ness. In  Pennsylvania,  where 

16  amusement  parks  attract 

17  million  tourists  a  year,  the 
recreation  industry  has 
stymied  efforts  to  establish  a 
longer  school  year.  And  in 
Utah,  pressure  from  camps 
and  recreation  parks  led  the 
( 'ache  County  School  District 
to  stop  staggering  nine-month 


CLOSING  BELL 


CLOSING  X  I 

PRICE  \| 


TIME  WARNER 


JAN.  4,  '93  MAY  3,  '94 

RUMOR  TIME 

Tme  Warner  is  stirring  up  more 
drama  on  Wall  Street  than  in 
Hollywood  these  days.  After  a 
feverish  afternoon  of  takeover 
speculation  on  May  3,  the  enter- 
tainment company's  stock  jumped 
3  .875,  to  40.  Among  the 
rumored  buyers:  Seagram,  which 
already  owns  14.2%  of  Time 
Warner's  shares.  People  close  to 
Seagram  President  Edgar 
Bronfman  Jr.  dismiss  the  takeover 
talk.  But  Seagram  is  no  longer  the 
only  name  being  floated:  Sources 
say  cable  titan  John  Malone  is 
mulling  a  bid,  perhaps  in  concert 
with  Barry  Dillerand  music  mogul 
David  Geffen.  If  that's  not 
enough,  add  Bell  South,  Bell 
Atlantic,  and  US  West  to  the  list. 
U  S  West  already  owns  25%  of 
Warner  Bros,  and  could  play  the 
white  knight. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


schedules  over  a  full  year. 
One  criticism:  Longer  hours 
will  fuel  an  explosion  in  teach- 
er pay. 


CONTINENTAL  KEEPS 
CUTTING  FARES 


After  setting  off  a  round 
of  transatlantic  fare  cuts 
in  early  April,  Continental  Air- 
lines now  vows  to  make  the 
deals  a  way  of  life.  On  May 
3,  the  airline  announced  cuts 
of  up  to  67%  on  unrestricted 
fares  to  Europe— higher  than 
those  announced  in  April  but 
still  well  below  business  fares 
to  Europe  last  summer.  "Fares 
have  crept  downward  as  ca- 
pacity has  outstripped  de- 
mand," says  Robert  Harrell, 
head  of  American  Express'  air- 
fare-management unit.  Conti- 
nental's rivals  quickly  matched 
on  competing  routes,  but  they 
plan  to  limit  the  number  of 
discounted  seats.  Since  Conti- 
nental serves  only  five  Euro- 
pean destinations,  rivals  hope 
to  limit  the  damage.  Industry 
sources  figure  Continental  did- 
n't have  much  to  lose,  since  it 
attracts  fewer  high-paying 
business  travelers  than  other 
big  airlines. 


FOR  VOTERS,  NAFTA 
ISANONISSUE 


The  North  American  Free 
Trade  Agreement  seems 
to  have  fizzled  as  a  political 
issue.  In  Ohio's  Democratic 
primary  on  May  3,  Represen- 
tative David  Mann,  who  was 
targeted  by  the  AFL-CIO  after 
voting  for  NAFTA,  edged 
labor's  handpicked  opponent. 
And  in  Indiana's  Republican 
primary,  Representative  John 
Myers,  who  angered  agribusi- 
ness interests  by  opposing  the 
free-trade  agreement,  sur- 
vived after  some  of  his 
former  business  backers  en- 
dorsed a  challenger.  Universi- 
ty of  Cincinnati  pollster  Al- 
fred Tuchfarber  says  that 
despite  calls  for  revenge  by 
unions  and  business,  NAFTA 
has  "never  been  an  issue  with 
voters  as  ;i  whole." 


HEADLINE R 


NO  LOVE  FEST  FOR  LOUCKS 


Vernon  Loucks  can't  be 
having  much  fun.  At 
Baxter  International's  Apr.  29 
annual  meeting,  investors  in 
the  underperforming  health- 
care company  repeatedly 
called  for  the  chair 
man's  resignation 
and  expressed 
anger  about  his 
$500,000  bonus 
in  a  year  when 
the  company 
failed  to  meet 
its  objectives. 
And  a  resolution 
mandating  separa- 
tion of  the  offices  of 
chairman  and  CEO,  both  of 
which  are  now  held  by 
Loucks,  won  support  from  a 
hefty  30%  of  shareholders. 

No  surprise  there.  A  series 
of  restructurings  have  failed 
to  lift  Baxter's  profits,  and  its 
stock  has  dropped  about  30%, 


to  23,  since  early  1993.  Ill 
vestors  are  still  angered,  toJ 
by  Baxter's  guilty  plea  las 
year  to  a  LI.  S.  crimina 
charge  of  complying  with  thj 
Arab  boycott  of  Israel. 

But  so  far,  LouclJ 
appears  to  retail 
the  support  of  hi 
board,  whiq 
gave    him  a| 
awkward  stanJ 
ing  ovation  J 
meeting's  en<l 
Director  Georgt 
St.  Laurent,  chai 
man    of  Wester 
Bank,  says  he  left  tr 
meeting  with  "a  positive  vie 
of  where  the  company's  heai 
ed."   Loucks's  message 
shareholders:   "Come  bac 
next  year'"  for  gladder  tiding 
They'll  be  back  for  sure.  W: 
Loucks? 

By  Susan  Chandh 


THE  ROBOT  WORKERS 
ARE  COMING 


With  a  large  eight-legged 
robot  named  Dante  2 
looking  on,  NASA  officials  an- 
nounced on  May  2  a  new  joint 
venture  in  robotics  with 
Carnegie  Mellon  University. 
Starting  with  $2.5  million,  the 
new  Robotics  Engineering 
Consortium  will  work  to  de- 
velop marketable  robots  for 
a  host  of  jobs.  Within  three 
years,  says  chief  scientist 
William  "Red"  Whittaker,  the 
consortium  hopes  to  have 
robotic  food  harvesters  on  the 
market.  It  also  plans  to  de- 
velop a  rover  to  be  launched 
to  the  moon  by  1997. 


THIN  ICE  FOR 
BRUCE  McNALL? 


B 


ruce  McNall,  the  coin  deal- 
er who  brought  ice  hock- 
ey superstar  Wayne  Gretzky 
to  Los  Angeles,  is  heading  to 
the  penalty  box.  Under  fed- 


eral grand  jury  investigatic 
for  possibly  falsifying  loa 
documents,  McNall  last  mont 
resigned  as  head  of  the  N 
tional  Hockey  League's  boar 
of  governors.  On  May 
scrambling  to  pay  dow 
crushing  bank  debt  and  S£ 
vage  his  real  estate  an 
sports  empire,  he  sold  a  72 
interest  in  his  Los  Angelt 
Kings  to  Jeffrey  Sudikof 
chairman  of  long-distance  ca 
rier  IDB  Communicatior 
Group,  and  Joseph  Cohen, 
former  executive  at  Madisc 
Square  Garden. 


ET  CETERA... 


►  Another  resignation  at  IBH 
PC  chief  Robert  Corrigan, 
respected  veteran,  quit. 

►  Stanley  Gault,  though,  e: 
tended  his  contract  at  Goo< 
year  through  1995. 

►  LDDS  Communications  b: 
$2  billion  for  Williams  Co; 
long-distance  operation. 

►  Broderbund  Software  aba 
doned  its  appealing  plan  1 
merge  into  Electronic  Arts. 
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HE  DEFICIT:  WHY  CLINTOH  WOH'T 
EIZE  THE  MOMENT 


W  LOW  WILL  IT  GO? 


ESTIMATES  OF  THE 
FEDERAL  BUDGET  DEFICIT 


SHiran  ipirm  I'lVMfi 


BILLIONS  OF  DOLLARS 

OFFICE  OF  MANAGEMENT  S  BUDGET,  TREASURY  DEPT 


t's  enough  to  make  Ronald  Reagan  and  George  Bush  cry. 
Despite  Republicans'  attempts  to  paint  him  as  a  free- 
spending  liberal.  Bill  Clinton  is  presiding  over  a  precipitous 
>p  in  the  federal  budget  deficit,  a  feat  that  eluded  his  two 
P  predecessors.  With  economic  expansion  swelling  receipts, 
;  deficit  is  shrinking  beyond  Administration  predictions, 
d  the  surprising  gains  on  the  economic  front  give  President 
nton  new  leverage  to  repel  calls  for  deeper  spending  cuts 
m  deficit  hawks  in  Congress. 

Indeed,  new  budget  estimates  show  a  trend  that's  almost 
too  good  to  be  true.  Clintonites 
say  there's  a  solid  chance  the 
fiscal  '94  deficit  will  be  $10  bil- 
lion below  January's  forecast. 
The  shortfall  for  '95  could  drop 
to  $165  billion— a  third  lower 
than  expected  15  months  ago. 
Progress  could  be  reversed  if 
rising  rates  drive  up  debt-ser- 
vice costs,  but  the  White  House 
hopes  the  worst  rate  spikes  are 
over.  "At  the  moment  the  signs 
look  golden,"  one  cheerful  Treas- 
ury official  says.  The  glee  is 
understandable.  When  Clinton 
unveiled  his  economic  plan  in 
)3,  he  projected  a  modest  two-year  dip  in  the  deficit.  But 
/  rates  fueled  an  unexpectedly  strong  expansion.  The  GOP 
esidents  wish  they'd  been  so  lucky:  Recessions  following 
;h  of  their  budget-cutting  plans  produced  ballooning  deficits. 
The  disappearing  red  ink  is  glum  news  to  congressional  def- 
;  fighters,  who  see  the  rosy  outlook  undercutting  their 
dget-cutting  drive.  "I  could  set  myself  on  fire  and  jump 
■ough  hoops  and  we  still  wouldn't  get  any  more  deficit  re- 
gion around  here,"  concedes  Representative  John  R.  Kasich 
■Ohio),  the  House  Budget  Committee's  ranking  Republican. 
SERE'S  alice?  Would-be  budget  slashers  complain  that  White 
iuse  resistance  to  further  cuts  is  disingenuous.  Last  year, 
nton  said  deeper  reductions  could  abort  a  shaky  recovery, 
iw,  he  warns  that  more  budgetary  surgery  could  disrupt  a 
ong  expansion.  "It  sounds  a  lot  like  Alice  in  Wonderland," 
xises  Representative  Robert  E.  Andrews  (D-N.  J.),  co-author 
a  prominent  spending-cut  plan. 

There's  a  reason  for  Clinton's  timidity:  Painful  spending  cuts 
mid  alienate  the  liberal  Democrats  he  needs  to  pass  health- 
*e  and  welfare  reforms.  But  political  expediency  will  mean 
mble  later.  Even  if  his  health  plan  curbs  medical  outlays, 
nton  won't  tackle  other  entitlements  before  the  '96  election. 
The  Administration  sees  no  problem  in  stalling,  but  it  can't 
mt  on  the  deficit  vanishing  by  itself.  Social  Security  runs  a 
)0  billion  annual  surplus,  which  is  used  for  other  programs, 
e  surplus  will  evaporate  as  Baby  Boomers  retire.  "We  have 
s  terrible  structural  problem  and  no  plan  to  deal  with  it,"  la- 
;nts  Carol  Cox  Wait,  president  of  the  Committee  for  a  Re- 
onsible  Federal  Budget,  a  nonprofit  research  group. 
Federal  Reserve  Board  Chairman  Alan  Greenspan  also 
its  that  the  deficit  will  start  climbing  again  in  the  late  '90s 
;er  deep  defense  cuts  run  their  course.  But  with  voters 


feeling  good  about  the  economy  now,  Clinton  sees  no  need  to 
ladle  out  another  cup  of  austerity  anytime  soon.  That's  swell 
politics,  but  the  President  may  be  passing  up  one  of  the  best 
opportunities  in  recent  times  to  make  a  permanent  dent  in  fed- 
eral entitlement  spending. 

With  Richard  S.  Dunham 


SOUND  OF  SILENCE 
AT  THE  FTC 


The  Food  &  Drug  Administration's  stringent  food-labeling 
rules  take  effect  with  great  fanfare  on  May  8.  But  over 
at  the  Federal  Trade  Commission,  which  is  still  agonizing 
over  companion  advertising  standards,  there  is  only  the  sound 
of  silence.  That's  no  surprise  to  regulatory  experts.  Although 
President  Clinton  has  brought  a  more  aggressive  enforce- 
ment philosophy  to  town,  the  FTC  seems  like  a  Republican 
throwback.  "They're  slow  and  pro  big  business,"  gripes  Repre- 
sentative John  J.  Moakley  (D-Mass.). 

Compared  with  the  FDA  and  the  Justice  Dept.'s  antitrust  di- 
vision, the  FTC  is  passive.  The  problem  is  that  its  five  mem- 
bers are  hopelessly  deadlocked.  Two  are  free-market  conserva- 
tives, two  are  pro-regulatory  moderates,  and  the  swing 
vote— independent  Mary  L.  Azcuenaga— can't  make  up  her 
mind.  The  result:  stalemate  on  everything  from  a  Microsoft 
Corp.  antitrust  investigation  to  a  proposed  ban  on  kjk  Nabis- 
co Inc.'s  Joe  Camel  cigarette  ads  to  the  current  food  flap.  On 
that  issue,  the  activists  want  to  prohibit  exaggerated  health 
claims,  while  the  conservatives  would  permit  such  claims  so 

long  as  there  is  at  least  modest 
scientific  evidence  to  support 
them. 

Clinton  will  have  a  chance  to 
break  the  gridlock  in  Septem- 
ber, when  the  term  of  Commis- 
sioner Deborah  K.  Owen,  the 
most  conservative  member,  ex- 
pires. A  Clinton  nominee  could 
team  up  with  the  two  enforce- 
ment activists,  Republican  Chair 
Janet  D.  Steiger  and  Democrat 
Dennis  A.  Yao,  both  named  by 
Bush.  Leading  candidates— all 
tough  enforcers— include  Tennes- 
see Attorney  General  Charles 
Burson,  ex-New  York  Attorney 


STEIGER:  PRO-ENFORCEMENT 


General  Robert  Abrams,  and  former  FTC  member  Robert  Pitof- 
sky.  Until  the  job  is  filled,  the  FTC  is  forfeiting  a  chance  to  re- 
claim its  past  clout. 

Steiger  says  the  FTC  hasn't  gone  soft,  citing  April's  record 
$2.4  million  settlement  with  Pittsburgh-based  General  Nutri- 
tion Cos.  for  deceptive  ads  about  weight-loss  products.  But 
consumer  groups  see  GNC  as  a  rare  exception.  Still,  come 
next  fall,  business  may  discover  that  a  muzzled  watchdog 
will  again  be  nipping  at  its  heels. 

By  Catherine  Yang 
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EUROPE  I 


THE  PERILS  OF 
PRIVATIZATION 

THE  GRAND  EUROPEAN  SELL-OFF  WON'T  BE  SO  EASY 


With  privatization  on  a  mammoth  scale 
under  way  across  continental  Europe, 
investors  >vill  be  asked  to  pony  up  more 
than  $150  hi/lion  over  the  next  few  years. 
Up  for  grabs  are  numerous  prime  prop- 
erties, ranging  from  auto  makers  and 
leading  banks  to  giant  oil  and  telecom- 
munications companies.  But  will  the  auc- 
tioning process  work  as  smoothly  and 
profitably  as  it  has  in  Britain?  Probably 
not.  In  both  France  and  Italy,  privatiza- 
tion efforts  are  suddenly  confronting  a 
number  of  new  hurdles. 


FRANCE:  INVESTORS 
MAY  BE  SATED 


■  t  was  another  successful  privatiza- 
I  tion,  but  one  that  sent  some  alarm- 
H  ing  signals.  When  the  books  closed 
on  May  f>  on  the  stock  sale  of  Union 
des  Assurances  de  Paris,  France's 
largest  insurance  company,  the  govern- 
ment could  claim  the  deal  was  oversub- 
scribed. But  demand  was  far  weaker 
than  in  earlier  sell-offs,  such  as  the  Jan- 
uary sale  of  French  oil  giant  Elf  Aqui- 
taine  Inc.,  when  investors  sought  12 
times  the  available  shares.  And  although 
the  UAP  sell-off  earned  $3.4  billion  for 
the  government,  the  take  was  $1  bil- 
lion less  than  originally  expected. 

The  hap  experience  poses  worrisome 
questions  about  the  strength  of  in- 
vestor's' appetite  for  more 
privatizations,  in  France  and 
Europe  in  general.  After 
eight  big  European  sell-offs 
in  two  months,  "there's  defi- 
nitely indigestion  out  there," 
says  Vicky  Sleddon,  manager 
of  Kleinwort  Benson  Ltd.'s 
European  privatization  fund. 
And  the  banquet  is  far  from 
finished.  Europe's  govern- 
ments are  still  in  the  early 
stages  of  a  massive  sale  of 


Eight  big  deals 
in  two  months 
have  some 
investors 
pushing  back 
from  the  table 


corporate  crown  jewels.  On  May  3,  Ger- 
many cleared  the  way  for  a  sale  of 
Lufthansa. 

If  more  sell-offs  receive  the  lukewarm 
reception  given  to  UAP,  governments 
may  have  to  cut  prices  or  table  deals, 
losing  badly  needed  revenues.  The  ner- 
vous state  of  the  world's  equity  mar- 
kets will  complicate  things  even  more. 

The  stock  performance  of  newly  pri- 
vatized French  companies  hasn't  helped 
the  privatization  push.  Of  France's  three 
big  sell-offs  since  last  fall,  Banque  Na- 
tional de  Paris  slipped  back  to  its  of- 
fering price  in  March,  while  Elf  and 
Rhone-Poulenc  dipped  below  their  sales 
prices.  All  have  recovered  slightly,  but 
there  has  been  no  quick  killing  for  in- 
vestors. The  stocks  "have  performed 
abysmally,"  complains  Albert  Morillo, 
chief  European  investment  officer  for 
Scottish  Widows  Investment  Manage- 
ment Ltd.,  a  large  institutional  investor. 
The  cool  reception  to  UAP  was  especial- 
ly surprising,  given  critics'  charges  that 
the  offering  price  was  low. 

Investors  blame  the  disappointing 
French  showing  on  several  factors.  The 
recent  weakness  of  bank  and  insurance 
stocks  around  Europe,  because  of  wor- 
ries about  interest  rates  and  bad  real  es- 
tate, have  hurt.  So  has  France's  tight 
monetary  policy,  which  is  prolonging  the 
national  recession  and  dampening  cor- 
porate profits.  Another  factor  is  the  gov- 
ernment's habit  of  selling  major  stakes 
in  privatized  companies  to  "hard  cores" 
of  friendly  buyers— usually  other  big 
French  institutions— which 
would  probably  block  un- 
friendly takeovers. 

French  officials  had  con- 
sidered postponing  the  UAP 
sale,  but  budgets  argued  oth- 
erwise. The  French  need 
cash  to  prop  up  ailing  state 
companies  such  as  Air 
France  and  Groupe  Bull,  and 
for  subsidies  to  appease  stu- 
dents, fishermen,  and  other 
truculent  interest  groups. 


France's  conserva- 
tive rulers  also  realize 
that  elections  next  spring 
could  cut  short  their  sell- 
off,  as  happened  when  the  Socialist.'! 
killed  their  1986-87  privatization  drive 
The  government  still  has  nearly  20  prop 
erties  to  auction  off. 
DELICATE  MOMENT.  So  the  conservative.' 
may  speed  up  their  schedule— ever 
though  the  outlook  for  equities  remain; 
weak  and  competing  deals  from  outside 
France  are  coming.  Another  insurer,  As 
surances  Generales  de  France,  will  be  of 
fered  next  fall,  instead  of  Renault  a; 
originally  intended.  Labor  opposition  tc 
selling  the  auto  maker  has  promptec 
Prime  Minister  Edouard  Balladur  tc 
postpone  the  Renault  deal  until  after 
next  year's  elections.  That  probably 
means  more  headaches  for  the  French: 
Fund  managers  think  Renault,  Europe's 
most  profitable  indigenous  auto  maker, 
would  be  a  much  easier  sell  than  anoth- 
er financial  stock  such  as  AGF. 

All  told,  it's  a  delicate  psychological 
moment  for-  privatizations.  For  now,  the 
French  government  hopes  investors  wil 
take  the  long  view  and  recall  that  the 
1986-87  sell-off  of  Saint-Gobain,  Alcatel 


48  BUSINESS  WEEK/MAY  16,  1994 


Ka- 
il 33  53 1 

SIS  iiSssr,,^;' 


rfi.C»senal«> 


thorn,  and  other  companies  eventual- 
jroduced  gains  of  more  than  100%. 
if  investors  start  souring  on  deals, 
n  such  fond  memories  won't  help. 
ly  Stewart  Toy  in  Paris,  with  William 
sgall  in  New  York 


MY:  A  TRICKY  TEST 
Ht  BERLUSCONI 


^  elf-confidence  isn't  something  that 

l|  Silvio   Berlusconi,   Italy's  new 

W  Prime  Minister,  has  in  short  sup- 
When  his  closest  political  allies  be- 

i  debating  how  to  proceed  with  bil- 

s  of  dollars  of  privatizations 

late  April,  the  magnate- 

ned-politician  jetted  off  to 
Sardinian  beach  house  for 

le  sun.  "I  haven't  yet  decid- 

what  to  do  about  it,  but  it's 

lething  we  can  solve  easi- 
said  Berlusconi  just  before 

left. 

ie'd  better  bone  up  fast, 
en  though  his  government 
n't  take  over  until  mid-May, 
vatization  is  emerging  as 


NATIONAL  BUSINESS 


the  biggest  point  of  disagreement  in  his 
unwieldy  center-right  coalition.  Italy 
started  its  huge  sell-off  only  five  months 
ago.  The  lion's  share  is  still  to  come, 
ranging  from  insurer  INA  to  stet,  the 
sprawling  telecommunications  company 
(table). 

Berlusconi's  coalition  members  agree 
on  the  need  for  privatization  but  not  on 
the  means.  The  main  issue  is  the  role  of 
Italy's  dealmaker  par  excellence- 
Mediobanca,  the  secretive  Milan-based 
merchant  bank.  Key  minority  stakes  in 
such  corporate  giants  as  Fiat  and  Pirelli 
make  Mediobanca  and  its  honorary 
chairman,  Enrico  Cuccia,  87,  the  nerve 
center  of  Italy's  big  industrial  clans.  It's 


ITALIAN  GEMS  ON  THE  BLOCK 


Company 

Business 

Sell-off 

Value 

date 

Billions  of  dollars 

INA 

INSURANCE 

June,  1994 

$6 

Stet 

TELECOM 

Nov.,  1994 

$18 

Enel 

ELECTRICITY 

Dec,  1994 

$20 

ENI/Agip 

OIL  &  GAS 

1995 

NA 
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a  system  similar  to  the  influence  Ger- 
man banks  have  over  German  industry. 
But  in  Italy,  Mediobanca  has  the  entire 
field  to  itself. 

In  recent  days,  Mediobanca  has  flexed 
its  muscles.  It  has  taken  effective  control 
of  two  of  Italy's  largest  banks— Credito 
Italiano  and  Banca  Commerciale  Ital- 
iana— just  weeks  after  they  were  priva- 
tized. That  shocked  Italians  who  had 
hoped  that- sell-off s  would  send  some 
fresh  air  through  the  clubby  Milan 
bourse.  Romano  Prodi,  the  head  of  state- 
owned  iri,  warned  that  Mediobanca  "is 
now  at  the  center  of  an  enormous  con- 
centration of  private  power  aiming  to 
take  over  privatized  public  companies." 
bigger  targets?  Cuccia  supporters  ar- 
gue that  the  two  privatized  banks  will 
be  well-served  by  being  brought  into 
the  Mediobanca  web.  Banca  Commer- 
ciale, for  example,  has  long  been  Medio- 
banca's key  commercial-banking  ally. 
"Mediobanca  succeeds  simply  because  it 
is  the  best  around,"  says  Fiat  Chairman 
Gianni  Agnelli,  one  of  Cuccia's  closest 
allies. 

But  Prodi  and  others  fear  that  Cuccia 
is  out  for  bigger  corporate  targets.  In- 
deed, it  has  been  an  open  secret  in  Mi- 
lan for  months  that  Mediobanca  has 
been  preparing  a  hard  core  of  share- 
holders—led by  Pirelli  and  France's  Al- 
catel—to take  key  stakes  in  STET.  With 
its  $6.5  billion  cash  flow  and  a  $27  billion 
four-year  capital  investment  program, 
stet  would  be  a  glittering  prize. 

This  time,  it  could  be  an  uphill  battle 
for  Mediobanca.  The  National  Alliance, 
Berlusconi's  neofascist  ally,  wants  Rome 
to  retain  strategic  stakes  in  public  utili- 
ties such  as  STET.  Northern  League  pop- 
ulists, backed  by  small  and  medium-size 
businesses  that  view  the  industrial  dy- 
nasties with  great  suspicion,  want  pri- 
vatizations—but with  new  rules  barring 
Mediobanca  and  its  allies  from  control- 
ling groups  such  as  STET.  "If  Mediobanca, 
Fiat,  and  Pirelli  are  running  the  show, 
they  are  not  going  to  make  stet  a  glob- 
al competitor,"  says  Gianfranco  Pagliari- 
ni,  the  League's  economic  strategist. 

Berlusconi  will  have  to  decide  the  is- 
sue. Trouble  is,  he  may  not  be  an  im- 
partial judge.  In  mid-April, 
Mediobanca  replaced  Goldman, 
Sachs  &  Co.  as  key  adviser  to 
Berlusconi's  $7  billion  Finin- 
vest  media  empire,  which 
plans  to  float  off  shares  in  its 
Mondadori  publishing  unit  next 
June.  With  a  potential  conflict 
of  interest  like  that,  it's  going 
to  take  more  than  self-confi- 
dence for  Berlusconi  to  solve 
Italy's  privatization  puzzle. 

By  John  Rossant  in  Rome 
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3i  Scratch  For  Plenty  Of  Clients. 


Take  Australia,  For  Example. 


Even  we  were  impressed  what  Australia  selected  us  -  along  with 
our  British  and  Australian  partners  -  to  design  and  build  an  integrated 
telecommunications  network  far  the  entire  continent. 

The  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and 
long-distance  service  combined  to  provide  millions  of  Australians  with  the 
most  sophisticated 
communications  tech- 
nology in  the  world. 

Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're 
on  jive  continents.  Sharing  our  expertise  in  all  phases  of  communications 
technology,  from  design  and  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total 
communications  systems.  But  it  was  also  our  ability  to  listen.  And  malic  the 
technology  meet  Australia's  needs. 

Some  people  think  we're  still  a  regional  company.  We  are.  It's  just 
that  now  the  whole  world  is  our  region.  For  more  information,  call  your 
BellSouth  representative  or  1-800-726-BELL. 

©1994  BellSouth  Corporation 
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Everything  You  Expect  From  A  Leader  " 


SOUTH  AFRICA  I 


MANDELA:  DOING  EVERYTHING  HE  CAN  TO  BOOST  BUSINESS  CONFIDENCE 


NOW,  CAN  MANDELA  WIN 
THE  BATTLE  FOR 


His  early  economic  decisions  will  be  key  to  luring  outside  investment 


istorians  may  come  to  identify 
the  evening  of  May  2  as  the  mo- 
ment it  happened.  More  than  340 
years  after  Dutch  explorers  first  landed, 
political  power  in  South  Africa  passed 
from  the  white  minority  to  an  elected, 
black  majority  government.  Outgoing 
President  F.  W.  de  Klerk  conceded  de- 
feat, pledging  to  Nelson  Mandela  his  full 
cooperation  in  a  Government  of  Nation- 
al Unity.  And  Mandela  invited  de  Klerk's 
National  Party  and  all  other  losing  par- 
ties "to  join  us  in  working  together  to 
tackle  the  problems  we  face  as  a  na- 
tion." 

The  trick  now  will  be  translating  the 
euphoria  over  democracy  into  economic 
progress  for  millions  of  black  South 
Africans.  And  achieving  growth  and  cre- 
ating jobs  depend  in  part  on  investment 
from  and  trade  with  the  outside  world. 
That's  why  executives  and  investors 
around  the  globe  will  be  watching  for 
the  new  government's  early  economic 
moves. 

superstructure.  Some  money  is  already 
beginning  to  flow  in.  The  U.S.  pledged 
to  double  its  aid  to  South  Africa,  to 
$600  million  over  three  years.  Britain, 
too,  will  kick  in  $150  million  over  the 
same  period.  International  Finance 
Corp.,  the  private  investment  arm  of 
the  World  bank,  announced  it  would  in- 


clude South  Africa  in  its  emerging-mar- 
kets index  by  summer,  which  could  spur 
a  new  wave  of  portfolio  investment. 
Says  Robert  Weinberg,  analyst  at  S.  G. 
Warburg  Securities  Ltd.  in  London:  "A 
trickle  of  money  could  become  a  river 
eventually." 

To  help  that  become  a  reality,  the 
African  National  Congress  seems  to  be 
bending  over  backward  to  boost  investor 
confidence.  The  key  post  of  Reserve 
Bank  governor,  for  example,  seems  guar- 
anteed to  go  to  current  Governor  Chris 
Stals,  who  has  run  a  tight  monetary 
policy  and  won  the 
plaudits  of  business. 

There's  also  talk 
that  Mandela  wants  to 
establish  a  three-mem- 
ber "super  Cabinet," 
with  each  superminis- 
ter  taking  ultimate  re- 
sponsibility in  then- 
ar ea:  law  and  order 
and  foreign  affairs,  so- 
cial welfare,  and  fi- 
nance and  economics. 
The  leading  contender 
for  the  economics  post 
is  ANC  economics  chief 
Trevor  Manuel. 

Involved  in  the  eco- 
nomic department  for 
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SHOULD  WATCH  FOR 


►  Appointment  of  key 
government  officials, 
especially  current 
Reserve  Bank  Governor 
Chris  Stals  and  Finance 
Minister  Derek  Keys 

►  launching  of  new 
public-works  programs 
without  major  tax  hikes 
or  more  deficit  spending 

►  How  well  the  ruling 
ANC  and  opposition 
parties  cooperate 


only  three  years,  Manuel  is  relatively 
inexperienced.  But  he  has  made  a  poim 
of  courting  business,  hoping  to  assure 
executives  that  the  ANC  is  market-ori 
ented.  And  an  ANC  superminister  of  eco 
nomic  affairs  would  make  it  politically 
acceptable  for  incumbent  Finance  Min 
ister  Derek  Keys,  a  favorite  in  the  busi 
ness  community,  to  be  reappointed 
Manuel's  No.  2,  Tito  Mboweni,  looks  A 
likely  bet  for  the  Trade  &  Industry  post 
Even  with  the  careful  casting  of  ton 
positions,  the  pressures  on  the  new  coali 
tion  government  will  be  strong.  Man 
dela  is  warning  that  the  new  govern 
ment's  centerpiece  will  be  the  ANC'i 
Reconstruction  &  Development  Program 
(RDP),  its  blueprint  for  a  major  public! 
works  and  infrastructure  overhaul.  At 
tempts  by  other  parties  to  undermine 
the  reconstruction  effort  would  causa 
serious  ruptures,  he  said. 
credibility.  Strains  are  already  beina 
felt.  The  RDP,  though  designed  to  be  fisl 
cally  conservative,  has  the  potential  t<j 
cost  plenty.  The  ANC  policy  says  it  caw 
be  financed  without  an  overall  increasa 
in  taxes  or  a  major  rise  in  the  budgej 
deficit.  Much  of  the  binding  would  coma 
from  a  redirecting  of  spending  from  del 
fense  and  duplicative  apartheid  bureau! 
cracies.  Revenues  generated  by  a  strona 
economy,  now  expected  to  grow  4%  this 
year,  would  also  help,  say  ANC  planners! 

But  opposition  parties  are  openly 
skeptical.  "The  RDP  is  going  to  hit  citil 
zens'  wallets,"  warns  Dawie  J.  de  Vill 
liers,  a  member  of  de  Klerk's  outgoina 
cabinet.  National  Party  Cabinet  meml 
bers  and  opposition  members  of  Parliaj 
ment  are  expected  to  push  the  ANC  tJ 
lengthen  the  five-year  deadline  it  hal 
set  for  building  1  million  new  houses 
electrifying  2.5  million  homes,  and  ere 
ating  millions  of  new  jobs.  And  the 
could  lobby  hard  for  a  slower  realloca 
tion  of  resources  from  whites  to  blacks 
Right  now,  though,  relief  is  the  feelin, 
shared  across  the  country,  despite  som 
remaining  technical  glitches  in  the  elec 
tion.    A  governmen 
with  credibility  is  i 
power.    And  Sout 
Aft'icans  are  finally  dai 
ing  to  hope  that  the  vi 
olence  may  be  over 
Hospitals    that  ha< 
made  elaborate  plan 
to  deal  with  expected 
violence    during  th 
election  week  reporte 
their  quietest  period  i 
recent  memory.  If  i 
can  last,  such  stabilit; 
may  end  up  being  th 
biggest  boost  to  bus: 
ness  confidence. 

By  Alan  Fine  in  Jc 
hannesburg 
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DLL  PALESTINE'S  PEACE  DIVIDEND 
UY  PEACE? 


A  lthough  the  ceremony  was  interrupted  by  unseemly 
M  last-minute  haggling,  Palestine  Liberation  Organiza- 
nB»tion  Chairman  Yassir  Arafat  and  Israeli  Prime  Minister 
?hak  Rabin  finally  signed  an  agreement  in  Cairo  on  May  4 
Palestinian  self-rule.  The  Israelis  will  now  withdraw  their 
)ps  from  the  West  Bank  town  of  Jericho  and  from  much  of 
:a.  Police  duties  and  civil  administration  of  these  areas 

soon  be  handed  over  to  Arafat's  followers. 
!o  begins  a  planned  five-year  experiment  with  Palestinian 
onomy  that  will  be  crucial  in  determining  whether  the  re- 
i  can  find  a  lasting  peace.  Arafat,  a  career  revolutionary 
h  no  experience  in  government,  is  going  to  have  his  hands 

just  keeping  things  under  control,  particularly  in  Gaza, 
ne  40%  of  Gazans  are  unemployed,  half  live  in  squalid 
igee  camps,  and  many  of  them  prefer  Hamas,  the  militant 
mic  group,  to  Arafat. 

?o  try  to  sweeten  the  poisonous  mood,  the  outside  world, 
by  the  U.  S.,  is  rais- 

funds  to  create  a 
ce  dividend.  The 
a  is  to  lay  the 
undwork  for  a  pri- 
e  investment  boom 
t  will  win  over  the 
ly  Palestinians  who 
eve  Arafat  has  con- 
ed too  much  to  Is- 
1.  "The  economic 
ds  of  peace  need  to 
sown  along  with  the 
itical  seeds,"  says  a 
ior  Clinton  Adminis- 
:ion  official. 
?he  effort  is  being 
rdinated  by  the 
rid  Bank,  though 
3t  project  deals  will  be  concluded  between  the  PLO  and  in- 
idual  donors.  So  far,  40  donors  have  pledged  $2.4  billion  in 
.  The  bank  has  drawn  up  an  initial  blueprint  to  spend 
I  billion  over  three  years  on  infrastructure,  technical  as- 
ance,  and  startup  costs  for  the  new  Palestinian  Authority. 

risks.  The  money  could  easily  go  to  waste.  Caio  Koch-We- 
,  World  Bank  vice-president  for  the  Middle  East  and  North 
ica,  acknowledges  that  there  are  big  risks.  He  fears  that 
tinued  instability  in  the  Palestinian  entity  could  discourage 

private  investment  that  must  be  "the  primary  engine  of 
nomic  growth."  He  also  worries  that  donors  will  rush  to 
d  big-ticket  projects  that  could  turn  into  white  elephants. 
Another  key  question  is  whether  the  PLO,  long  an  exile 
up  dominated  by  one  man,  can  transform  itself  into  a  real 
ninistration.  Donors  warn  that  they  will  stop  the  flow  of 
ds  if  they  aren't  being  well  spent.  The  Palestinians  have 
ated  an  agency  called  the  Palestinian  Economic  Council 

Development  &  Reconstruction  (pecdar)  to  supervise  the 
'elopment  projects.  But  Arafat  has  yet  to  give  pecdar 
ch  authority,  and  its  chairman,  Ahmed  Qurie,  is  rumored  to 
contemplating  resignation.  A  May  9  PECDAR  board  meeting 
funis  may  determine  its  viability. 


Also  controversial  is  an  Israeli-Palestinian  economic  accord 
signed  in  Paris  on  Apr.  29.  There  are  some  clear  pluses  in  the 
deal  for  the  Palestinians.  They  can  collect  income  taxes  and 
are  to  receive  tax  revenue  from  Arabs  working  in  Israel  and 
from  duties  on  goods  bound  for  the  self-rule  areas.  And  they 
are  promised  much  greater  access  to  the  Israeli  market  for 
their  products.  But  some  Palestinians  worry  that  the  deal 
doesn't  go  far  enough  in  guaranteeing  them  access  to  badly 
needed  jobs  in  Israel.  They  also  suspect  the  accord  will  serve 
to  bind  the  territories  closer  to  Israel  and  continue  their  iso- 
lation from  Jordan,  Egypt,  and  other  nearby  Aral)  countries. 
If  so,  this  could  chill  investment  from  wealthy  Palestinians  and 
other  Arabs. 

Still,  some  potential  investors  say  they  are  pleased  that  the 
ground  rules  have  at  last  been  established.  One  major  player, 
Kamal  Shaer,  a  Jordanian  who  heads  a  $200  million  investment 
fund  called  Palestinian  Development  &  Investment  Inc.,  says 


his  group  plans  to  "link  up  with  affiliates  in  the  West  Bank  in 
key  sectors  such  as  housing,  industry,  and  tourism  that  will  fo- 
cus on  job  creation  and  exports." 

In  the  U.  S.,  Builders  for  Peace,  a  Washington-based  Arab- 
American  and  Jewish-American  group,  is  busy  identifying  in- 
vestment projects  in  the  temtories.  It  has  helped  Culligan  In- 
ternational, a  subsidiary  of  Florida-based  Astrum  International, 
set  up  a  demonstration  water-purification  project  in  Bethlehem. 
James  Zogby,  Builders'  co-chair,  wants  the  U.  S.  to  extend 
most-favored-nation  status  and  its  free-trade  agreement  with 
Israel  to  the  territories.  "This  would  be  a  major  spur  to 
Palestinian  industries,"  he  says. 

But  most  investors  are  taking  a  wait-and-see  stance.  Benny 
Gaon,  CEO  of  Koor  Industries,  Israel's  largest  company,  says  his 
plans  for  investing  in  the  territories  are  on  hold  until  the 
Palestinians  show  they  want  Israeli  partners.  "No  thinking 
businessman  is  going  to  pour  capital  into  a  market  that  is  start- 
ing from  scratch,"  adds  Mohammed  Asl'our,  head  of  Amman's 
Chamber  of  Commerce.  The  PLO,  the  Israelis,  and  their  West- 
ern backers  have  a  lot  of  work  to  do  to  change  that  attitude. 

By  Amy  Bonus  in  Washington,  John  Rossant  in  Rome,  and 
Need  Sandler  in  Jerusalem 
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The  new  AS/400. 

Black  goes  with  everything. 


If  your  business  plan  includes  client/server  computing, 
rest  assured  that  the  new  .AS/400 "Advanced  Series  will 
coordinate  impeccably.  Everything  about  it  is  designed 
with  a  new  openness  and  interoperability,  to  thrive  in 
client/server  environments.  There's  open  client  access,  to 
serve  OS/2;  Windows,  DOS,  Macintosh  or  UNIX* sys- 
tems with  equal  ease  and  security.  Powerful  features  that 
provide  open  database  access  and  protocol-independent 
networking  are  built  in.  There's  a  wide  choice  of  AS/400 
Advanced  Servers— high  performance  processors  fine- 
tuned  for  client/serv  er  dutv  .  And  thousands  of  AS/400 
client/server  applications  are  ready  today.  In  short-  the 
new  AS/400  is  so  easy  to  implement  and  manage,  it  rep- 
resents a  new  generation  in  elient/server  computing:  a 
svstem  designed  to  stand  out.  even  as  it  blends  in.  For 
additional  information,  call  1  000 IBM-6676,  ext.  64 1. 

•='.*  AS.'40C'«r!!>  OS  '2  5"%  regisw**  !'a09f.8{*S  Of  ■'■•--"^'JOT^S  SuSir*SS  t/5C  ->%i  Overs'.  '.' 

■'■  -  ";  ,V9,fe  a  fraternal  of  Microsoft  Oorooration.  UNiXis  a  r'egstereo'  tfasfe^s'-'  of  UWX  System. 
;'ir'or!es.-;rc.  Mac  nfcs*i  s  3  'sgv.e^fl  fadeTiarit  of AspHfcjd&ftputer  loc  f      *BW  Co'p. 


APPAREL  I 


LIX  LOSES 
SOME  LUSTER 

NET  EARNINGS 

MILLIONS 


REVENUES  '91  $2.0 

BILLIONS        '94  $2.2* 
•ESTIMATES 

DATA:  COMPANY  REPORTS,  UBS  SECURITIES  INC. 


THE  LIZ  CLAIBORNE  COLLECTION:  SAKS  FIFTH  AVENUE  DROPPED  THE  CORE  LINES  LAST  SUMMER 


A  SAGGING  BOTTOM  LINE 
AT  LIZ  CLAIBORNE 


The  fashion  giant  faces  a  midlife  crisis — with  plans  to  "reimage" 


Can  a  huge,  troubled  apparel  de- 
signer that  was  a  high-flier  in  the 
1980s  remake  itself  for  the  1990s? 
That's  what  anxious  department-store 
executives,  nervous  shareholders,  and 
disillusioned  shoppers  are  wondering 
about  Seventh  Avenue  titan  Liz  Clai- 
borne Inc. 

Claiborne's  raiments  were  the  uni- 
form of  choice  for  baby-boomer  women 
climbing  the  career  ladder  in  the  1980s. 
But  sales  of  the  $2  billion  apparel  man- 
ufacturer have  flattened,  and  operating 
income  has  plummeted  (chart).  The  com- 
pany has  been  bedeviled  by  inventory 
problems  and  its  inability  to  make  a  key 
acquisition  pay  off.  It  has  done  little  to 
instill  loyalty  to  the  brand  among  the 
waves  of  women  who  have  entered  the 
workforce  since  the  boomers.  And  key 
executives  have  left,  including  founder 
Liz  Claiborne  and  her  husband,  co-chair- 
man Arthur  Ortenberg.  Both  retired 
from  the  company  in  1989  and  sold  their 
stock  and  moved  to  Montana  in  1990. 

Shareholders  are  wondering  whether 
their  company  can  thrive  without  them. 


After  peaking  in  1991,  Claiborne's  net 
income  slipped  2%  in  1992,  then  plunged 
42%  in  1993.  Last  year,  for  the  first  time 
in  the  company's  history,  sales  fell  for 
the  core  lines— Liz  Claiborne  Collection, 
Lizsport,  and  Lizwear— sliding  7%,  to 
$1.1  billion.  Results  for  the  first  quarter 
of  1994,  ended  Apr.  2,  were  also  dispir- 
iting. Sales  inched  up  2%,  while  net  in- 
come dropped  35%,  to  $27.4  million.  The 
company  said  it  didn't  expect  a  dramat- 
ic improvement  in  the  second  quarter. 
Its  stock  has  skidded  to  the  mid-20s, 
from  50  in  1991.  "Most  apparel  compa- 
nies get  up  to  a  certain  size  and  hit  a 
wall,"  says  one  of  Claiborne's  largest  in- 
stitutional investors.  "Unfortunately,  a 


The  baby  boomers  whose 
skirt-tails  Claiborne  rode  in 
its  good  years  now  have  other 
demands  on  their  budgets 


lot  of  them  fall  apaw 
We  hope  that's  nl 
what's  happened  herel 
Investors'  restivena 
boiled  over  last  yea 
when  a  group  of  angj 
shareholders  filed  a  las 
suit  in  U.  S.  Distrl 
Court  in  Brooklyn  ally- 
ing that  several  Clji 
borne  executives  kna| 
that  earnings  wet 
about  to  collapse,  iniB 
ated  a  stock  buy-bal 
program  to  boost  tl 
price,  and  then  dumpB 
their  stock.  A  simiH 
suit  was  filed  in  MarcB 
A  lawyer  for  ClaiborM 
says  the  company  wf 
fight  the  charges. 

Battling  the  busin A 
issues  could  prove  eve 
tougher.  Claiborn* 
marketers  are  hatchifl 
what  they  call  a  "w 
imaging  campaign"  f 
lure  shoppers  back,  wm 
a  spruced-up  Claiborne  boutique,  nl. 
ads,  and  a  plan  to  persuade  departmeft 
stores  to  staff  up  in  their  Claibor 
areas.  And  there  will  be  more  chang( 
On  Apr.  22,  the  company  announced  th 
Paul  R.  Charron,  51,  who  was  pass 
over  for  chief  executive  at  VF  Cor 
had  been  hired  as  Liz  Claiborne's  vie 
chairman.  Though  Claiborne  CEO  Jeror 
A.  Chazen,  67,  says  he  has  no  plans 
retire,  a  source  close  to  Charron  says 
will  assume  the  CEO  post  in  18  month 
DECLINING  FORTUNES.  Chazen,  who  h 
been  with  the  company  almost  since 
inception— he  roomed  with  Ortenberg 
college— bristles   at   the   notion  t 
founders'  departure  had  anything  to 
with  the  company's  declining  fortun( 
Claiborne,  he  says,  is  the  victim  of  t 
woes  besetting  the  department-sto 
business.  "The  world  has  changed,"  sa 
Chazen,  known  as  a  skilled  schmooz 
who  excels  at  cultivating  relationshi 
with  department  stores.  "The  dynan 
growth  of  the  department  stores  in  t 
1980s  has  slowed  considerably.  We  ha 
to  sit  back  and  say,  '0.  K.,  this  is  a  n< 
period  in  Liz  Claiborne's  life.'" 

That's  too  bad,  because  the  old  1 
was  pretty  good.  In  its  heyday,  CI 
borne  was  regarded  as  the  smarte: 
most  efficient  apparel  outfit  arour 
"When  people  were  hired  away  frc 
Claiborne,  their  new  employers  thoug 
they  were  getting  some  magic,"  sa 
one  ex-executive.  Between  1985  a: 
1991,  sales  and  net  income  almc 
quadrupled. 
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today,  Claiborne  seems  neither  magi- 
nor  efficient.  Last  year,  the  company 
I  to  liquidate  roughly  $300  million 
*th  of  unsold  merchandise,  says  Lau- 
ce  C.  Leeds  Jr.,  managing  director  of 
;kingham  Research.  Chazen  acknowl- 
;es  some  glut  but  blames  overly  opti- 
tic  projections  by  department  stores. 
iere  was  a  very  strong  feeling  on  the 
t  of  department  stores  that  the  Con- 
ner part  of  the  economy  would  be 
ulous"  by  the  middle  of  1993,  he  says. 
5  surge  didn't  materialize.  Not  ev- 
one  buys  the  theory  that  depart- 
nt-store  forecasts  were  to  blame.  Crit- 
argue  that  Claiborne's  apparel  just 
n't  appeal  to  consumers.  "For  them  to 
me  the  stores  now  is  nonsense,"  says 
i  institutional  investor. 
ced  results.  Chazen  admits  that  be- 
se  Claiborne  was  designing  and  pro- 
:ing  apparel  as  much  as  nine  months 
advance  of  shipping  it  to  stores,  it 
ldn't  cut  back  in  time.  In  an  effort  to 
vent  a  recurrence,  he  brought  in  con- 
tants  Kurt  Salmon  & 
sociates  to  help  Clai- 
•ne  shorten  its  pro- 
lion  cycle  from  40 
eks  to  30  weeks. 
3ut  the  question  of 
st  concern  to  in- 
itors  is  what  Chazen 
1  Charron  will  do  to 
ip-start  growth.  Clai- 
■ne  is  so  dominant  in 
>artment  stores  that 
ire's  not  much  room 
expand.  In  1993,  45% 
Claiborne's  sales  came 
m  four  companies: 
lards  Department 
ires,  May  Department 
ires,  Macy's,  and  Fed- 
ited  Department 
)res.  "Claiborne  has 
lausted  the  market 
in,"  says  apparel  con- 
tant  Alan  Millstein. 
Efforts  to  expand  its 


CEO  JEROME  CHAZEN: 
THE  WORLD  HAS  CHANGED 


nchise  beyond  women's  sportswear 
/e  yielded  mixed  results.  Sales  of  the 
c,  higher-priced  Dana  Buchman  line, 
example,  jumped  23%,  to  $90  mil- 
i  in  1993.  "Dana  Buchman  is  a  sensa- 
n  for  us,"  says  Rose  Marie  Bravo, 
Jsident  of  Saks  Fifth  Avenue.  But 
es  of  Elisabeth,  Claiborne's  line  for 
ge-size  women,  dropped  11%,  to  $144 
llion.  Men's  sportswear  fell  14%,  to 
L  million.  And  sales  of  dresses  and 
ts  plummeted  24%,  to  $130  million, 
1993. 

Worse,  many  department-store  buy- 
;  feel  Claiborne's  clothes  have  lost  the 
.n  they  once  had;  Saks  dropped  Clai- 
rne's  core  sportswear  lines  last  year, 
iz  had  an  internal  sense  of  style  that 
is  very  modern,"  says  a  former  Clai- 


borne executive.  "After  she  left,  the  mer- 
chandise became  a  little  stale." 

Industry-watchers  say  Claiborne  has- 
n't made  much  of  its  best  opportunity  to 
grow.  The  company's  mass  market  lines. 
Villager,  Russ,  and  Crazy  Horse— ac- 
quired in  1992  from  bankrupt  manufac- 
turer Russ  Togs  Inc.— generated  $79  mil- 
lion in  sales  for  Claiborne  in  1993  but 
have  not  yet  turned  a  profit.  Todd 
Slater,  an  analyst  at  UBS  Securities  Inc., 
believes  the  lines  could  make  Claiborne  a 
powerful  supplier  to  Sears,  Penney's, 
and  Montgomery  Ward.  Charron's  back- 
ground at  vf— which  shifted  its  focus 
from  department  stores  to  mass  mer- 
chants in  the  1980s— is  expected  to  help. 

Still,  the  company  has  to  reach  out  to 
new  consumers.  The  baby  boomers 
whose  skirt-tails  Claiborne  rode  in  the 
1980s  now  have  mortgages,  kids,  and 
tight  budgets.  Many  women  in  their 
twenties  think  of  Claiborne  as  a  brand 
for  older  women.  "Last  time  I  saw  Liz,  I 
breezed  through  and  said,  'There's  noth- 
ing really  here,' "  says 
Marisa  Kuhn,  24,  a  sales 
assistant  at  a  Manhat- 
tan brokerage  firm. 
Kuhn,  who  plans  to 
spend  $600  to  $700  on 
clothes  this  spring,  will 
check  out  DKNY  and 
Ann  Taylor  instead. 

Claiborne  is  counting 
on  the  reimaging  effort 
to  bring  in  shoppers. 
Marketing  never  has 
been  a  priority  for  the 
company ;  word-of -mouth 
and  new  department- 
store  openings  carried 
Claiborne.  Now  it  is  ask- 
ing stores  to  hire  extra 
sales  clerks  for  its  bou- 
tiques. In  a  test  of  the 
program,  Claiborne  of- 
fered to  cover  the  costs 
if  sales  didn't  pick  up. 
It  never  had  to.  But 
with  many  retailers  expanding  private-la- 
bel lines  and  rivals  likely  to  clamor  for 
similar  deals,  the  gambit  could  meet  re- 
sistance. Good  products  will  help:  Buyers 
say  Claiborne's  fall  lines  are  a  step  up. 
"They're  getting  back  to  clothes  that 
look  fashionable  but  are  mainstream  and 
understandable,"  says  Barbara  Dovolis,  a 
buyer  at  Dayton  Hudson  Corp. 

The  company  knows  it  has  to  raise 
its  profile  in  shoppers'  minds.  "We  real- 
ize we  need  to  do  it  better,"  says  Wendy 
Banks,  senior  vice-president  for  market- 
ing. Millstein  thinks  it's  overdue.  Clai- 
borne's marketing  efforts,  he  says,  are 
"somewhere  back  in  the  1950s."  For  a 
brand  that's  struggling  to  catch  up  with 
the  1990s,  that's  no  place  to  be. 

By  Laura  Zinn  in  New  York 


HING 


The  Burning  Must  Stop. 
NOW! 


The  world's  rain  forests  are  burning. 
And  a  wealth  of  wildlife  is 
trapped  in  the  fire  s  path 

Rain  forests  occupy  just 
2%  of  the  earth's  sur- 
face. Yet,  these  rain 
forests  are  home  to  half 
of  the  planet's  tree, 
plant  and  wildlife 
species.  Tragically. 
96,000  acres  of  rain 
forest  are  burned 
every  day. 

Y  >u  can  help  st<  >p 

this  senseless  destruction.  Right  now 
you  can  join  The  National  Arbor  Day 
Foundation,  the  world's  largest  tree- 
planting  environmental  organiza- 
tion, and  support  Rain  Forest  Rescue. 

'VC^hcn  you  join,  you  will  help  estab- 
lish natural  rain  forest  barriers  to 
stop  further  burning  and  support 
on-site  conservation  management 
plans  to  protect  threatened  forests. 

Each  and  every  second,  a  rain  forest 
area  the  size  of  a  football  field  goes 
up  in  smoke  V>u'd  better  call  now. 


The  National 
.Arbor  Day  Foundation 


Call  Rain  Forest  Rescue  NOW. 

1-800-255-5500 


It  Takes  Two  To  Tango. 

That's  Why  We  Create 


Table  for  two.  Two's  company.  Two  to  tango. 
It's  fairly  obvious  where  we  got  the  idea  for  the  new  2- 
Door  Camry  Coupe.  Two  doors  that  open  the  way 
to  a  more  personal  driving  experience. 
What's  not  so  obvious  is  that  its  still 

everything  a  Camry  ought  to  be.     ~\  S£  g 

But  it  isn't  a  4-door  sedan.  Or  a  Built  ,n  America*' 


wagon.  Rather,  it's  a  sleek,  sporty  very  intimate  Br 
car.  Elegant.  Responsive.  With  a  flair  for  the  draife 
It's  engineered  and  built  in  our  jjy 
Georgetown,  Kentucky  plant,  by  ntfc 
5,000  dedicated  Americans.  Unde  t 
hood,  a  new,  more  powerful  V6  is  a$ 
that  produces  188  horsepower.  And  wljc 


Buckle  Up1  Do  it  for  those  who  love  you  'Always  use  your  sealbelt  Driver-  and  passenger-side  air  bags  are  a  Supplemental  Restraint  System  (SRS)  Shown  with  optional  equipment  **Mosl  Camrys  are  built  pp 


ie  New2-E)oor  Camry  Coupe. 


ainly  feel  the  performance, 
dht  tell  just  by  listening, 
like  every  Camry  the  new 
>  exceptionally  quiet, 
ere's  also  an  extra  measure  of 


Dual  Air  Bags* 


lilt  in.  As  in  two 
both  driver- 

lotor  Sales,  US  A-,  lnc 


and  passenger-side. 

To  learn  more,  call  1-800-GO- 
TOYOTA  for  a  brochure  and  location 
of  your  nearest  dealer. 
The  new  2-Door  Camry  Coupe. 


Care  to  dance? 


®  TOYOTA  Camry  Coupe 

"1  love  what  you  do  for  me" 


LZl 
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ADVERTISING  I 


STEVE  DWORIN  TRIES 

TO  REACH  OUT  AND  SAVE  AYER 


The  slumping  ad  agency  is  counting  on  its  hotshot  new  CEO 


Steve  Dworin  seems  puzzled  when 
asked  whether  he  plans  to  keep  a 
colorful  tapestry  hanging  in  the 
35th-fIoor  lobby  at  his  new  employer, 
advertising  agency  N  W  Ayer  Inc.  It 
was  designed  by  his  predecessor,  Jerry 
J.  Siano,  and  contains  the  phrase  "big 
idea"  woven  into  a  pattern  of  interlock- 
ing shapes.  "We'll  keep  it,"  Dworin  says 
after  a  pause,  "unless  Jerry  wants  to 
hang  it  in  his  house." 

Big  ideas  have  seemed  scarce  at  Ayer 
for  some  time,  which 
is  one  reason  Dworin 
replaced  Siano  as 
chief  executive  on 
Apr.  18.  That  may 
also  explain  why 
Dworin  appears  to 
have  paid  little  at- 
tention to  Siano's 
tapestry— or  its  in- 
spirational message. 
He  has  more  press- 
ing things  to  worry 
about  in  taking  com- 
mand of  Ayer,  a  ven- 
erable but  much 
troubled  shop. 

Start  with  AT&T, 
one  of  Ayer's  linch- 
pin clients,  which  re- 
cently pulled  $150 
million  worth  of 
long-distance  adver- 
tising. Ayer  retained 
$50  million  in  AT&T 
business  and  won  a 
further  $40  million  in 
billings  on  another 
AT&T  account.  But  Dworin  has  to  make 
sure  the  blow  doesn't  cripple  an  86-year 
client  relationship  that  has  produced 
such  memorable  campaigns  as  "Reach 
out  and  touch  someone." 
"FRESH  LOOK."  More  broadly,  Dworin 
must  change  a  perception  that  the  na- 
tion's oldest  ad  agency  has  lost  its  way. 
Clients  have  left,  ownership  has 
changed,  and  two  very  public  efforts  to 
merge  with  other  agencies  have  unrav- 
eled. Some  marketers  even  question 
whether  Ayr's  large  size— but  lack  of  a 
global  network— leaves  it  ill  equipped  to 
compete  in  an  industry  inci^asingly  di- 


vided into  nimble  minnows  and  multi- 
national whales.  Even  as  they  help  Ayer 
celebrate  its  125th  anniversary  this  year, 
clients  agree  it  needs  a  shakeup:  "All 
organizations  become  inbred,"  says  Phil- 
ip Guarascio,  general  manager  of  mar- 
keting at  General  Motors  Corp.  "You 
sometimes  need  a  fresh  look." 

Dworin  is  nothing  if  not  fresh.  An  ac- 
count manager  who  regularly  works  13- 
hour  days,  he  is  the  first  CEO  to  come 
from  outside  Ayer.  Although  the  40- 


Dworin  last  February,  he  instantly  be- 
came the  most  sought-after  executive 
on  Madison  Avenue.  Saatchi  and  Lintas 
Worldwide  were  among  a  half-dozen 
agencies  that  wooed  Dworin.  Humphreys 
won  him  with  a  contract  that  rival  exec- 
utives put  at  more  than  $1  million  a 
year  with  bonus. 

Now,  however,  Dworin  must  grapple 
with  the  exalted  hopes  that  come  from 
being  clubbed  advertising's  most  wanted 
man.  "He  has  been  hung  with  a  mill- 
stone of  expectations,"  says  Burton  J. 
Manning,  who  turned  around  a  similarly 
ailing  J.  Walter  Thompson  in  1987.  "It 
could  be  unfortunate  if  he  doesn't  have 
an  instant  success." 

TOUGH  DIAGNOSIS.  Just  figuring  out 
what's  wrong  will  be  hard  enough.  Ay- 
er's billings  dropped  9.6%  in  1993,  to 
$945  million,  the  latest  in  a  string  of 
bad  years  (table).  Yet  unlike  some  shops 
whose  woes  can  be  traced  to  bad  man-l 
agement  or  bungled  campaigns,  Ayer  i 


AYER  DEFLATED 


i 


Key  occooirt  moves 
in  the  last  three  years 


RESIGNED  AAMCO 

TRANSMISSIONS 


Annual  billings 

H  :::<}  Wmti 


AT&T  Consumer 
long-distance 

STERLING  DRUG 

Bayer  aspirin 

J.C  PENNEY 


PEP  BOYS  Auto  repair 
LECHTER'S  Housewares 


Total 

U.S.  billings 


1990:  $892  MILLION 
1993:  $781  MILLION 
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DWORIN,  40,  THE  FIRST  AYER  BOSS 
HIRED  FROM  OUTSIDE,  MUST,  CHANGE 
A  PERCEPTION  THAT  THE  OLDEST  U.S. 
AD  SHOP  HAS  LOST  ITS  WAY 


year-old  has  spent  much  of  his  career  at 
J.  Walter  Thompson  Co.,  he  made  his 
name  at  Deutsch/Dworin,  a  flashy  crea- 
tive shop  he  helped  build  from  $90  mil- 
lion in  billings  to  $275  million  in  two 
and  a  half  years.  "I  see  him  as  a  cata- 
lyst." says  Richard  Humphreys,  former 
CEO  of  Saatchi  &  Saatchi  Advertising, 
who  heads  an  investor  group  that 
bought  60%  of  Ayer  from  its  managers 
in  March,  1993.  "If  Ayer  is  the  glass  of 
water,  Steve  is  the  Alka-Seltzer  that's 
going  to  make  it  fizz." 

No  question,  Dworin  has  an  efferves- 
cent reputation.  When  he  left  Deutsch/ 


groping  through  a  miasma  of  troubles 
lack  of  leadership,  weak  financing,  diffi 
cult  clients,  and  so  on.  With  revenues 
continuing  to  slide— down  7.7%  in  1993 
to  $108.5  million— Dworin  says  Ayer'si 
staffers  are  too  demoralized  to  compete 
effectively  for  new  business:  "When  ar 
agency  has  gone  through  tough  times 
like  we  have,  people  start  thinking 
'Why  do  we  deserve  to  win?' " 

Many  of  Ayer's  troubles  stem  frorr 
a  shortage  of  capital.  Prior  to  Hum 
phreys'  investment,  Ayer  was  losing 
money  after  servicing  its  steep  bank 
debt.  Siano  responded  by  selling  off  ma 
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rity  stakes  in  Ayer's  European  agen- 
js.  He  also  tried  to  merge  Ayer  with  a 
ttsburgh  agency,  Ketchum  Communica- 
>ns  Inc.  Then,  Humphreys  agreed  to 
ly  a  controlling  stake  with  partners 
at  include  Choi  Won  Young,  a  South 
arean  publisher  whose  family  controls 
ie  of  Korea's  largest  conglomerates, 
ang-Ah  Construction  Industrial  Co. 
jmphreys  won't  say  how  much  the 
oup  has  invested,  but  he  doesn't  quib- 
e  with  outsiders  who  value  Ayer  at 
ughly  $80  million.  That  would  put  his 
'%  stake  at  $48  million. 
With  the  cash  infusion,  Ayer  no  long- 
needed  a  partner  to  remain  financial- 
viable.  Yet  Siano  continued  looking 
r  a  merger  to  boost  his  agency's  flag- 
ng  creative  profile.  He  came  close  to  a 
al  with  San  Francisco  agency  Hal  Ri- 
y  &  Partners,  but  the  talks  foundered 
veral  weeks  ago.  Now,  Humphreys 
ys  he  is  concentrating  on  buying  back 
e  stakes  in  Ayer's  European  agencies. 
3  may  also  use  an  agency  owned  by 
loi  in  Seoul  as  a  base  to  build  Ayer's 
esence  in  Korea. 

IEERLEADER.  Even  though  Humphreys 
s  no  operating  title  at  Ayer  and  will 
on  name  Dworin  chairman  as  well  as 
:o,  he  plans  to  supervise  Ayer's  over- 
as  holdings  himself.  His  goal  is  to  free 
worm  to  focus  on  the  U.  S.  operation, 
nich  generates  83%  of  Ayer's  billings, 
siders  say  Dworin  may  name  his  own 
anagement  team.  But  he  insists  Ay- 
's managers  are  talented:  They  just 
ied  a  morale  boost. 
Reviving  Ayer  will  take  more  than 
eerleading,  though.  Some  marketers 
y  the  agency  must  rethink  its  place  in 
e  industry.  They  say  Ayer  is  too  big 

compete  with  creative  shops  such  as 
sutsch  but  too  small  to  match  the 
erseas  presence  of  an  Ogilvy  &  Math- 

Inc.  "If  they  want  to  compete  with 
e  Ogilvys  of  the  world,  they're  going 

have  to  link  into  a  global  network," 
ys  Robert  Thompson,  director  of  ad- 
vising services  at  AT&T. 
Yet  Dworin  seems  to  be  heading  in 
e  opposite  direction.  At  Deutsch,  he 
rived  by  spiriting  accounts  away  from 
gger  rivals.  So  not  surprisingly,  Dwor- 

wants  to  instill  a  small-agency  sen- 
oility  at  Ayer.  That  means  he'll  im- 
erse  himself  in  the  nitty-gritty  of 
yer's  work  for  everyone  from  GM  to 
ito-repair  chain  Pep  Boys. 
But  can  Dworin  square  his  small-agen- 

style  with  the  need  to  rebuild  Ayer's 
g-agency  capabilities?  AT&T  says  it  will 
iend  more  and  more  marketing  dollars 
'erseas.  Even  as  he  rallies  the  troops 

home,  Dworin  must  satisfy  clients 
ho  are  looking  abroad.  Clearly,  the  de- 
ands  on  advertising's  most  wanted 
an  have  only  just  started. 

By  Mark  handler  in  New  York 

KETING 


INTERNATIONAL 
PERFORMER 


T.  Rowe  Price  international  Stock  Fund— one  of  the  oldest  and 
largest  international  funds — can  be  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  holdings  could  help  increase  your  long-term 
returns  by  providing  exposure  to  potentially  stronger-performing  for- 
eign markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  rating  (****)  for  its  risk-adjusted  perfor- 
mance. As  with  any  stock  fund,  there  will  be  short-term  price  fluctu- 
ation. $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-8364 


Invest  With  Confidence 

T.RoweRice 


International  investing  has  special  risks,  including  currency  fluctuations  There  is  no  guarantee  that  the  Fund  can  achieve 
its  objectives.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  1/1WU.  These  ratings 
may  change  monthly.  Ratings  arc  calculated  from  [he  Fund's  3-,  5-,  and  10-year  average  annual  returns  with  appropriate 
Ice  adjustments  and  a  risk  Factor  that  reflects  Fund  performance  relative  to  3-month  Treasury  hill  monlhh  returns  lO'V,  of 
hinds  in  an  investment  category  receive  5  stars  and  11. S%  receive  i  stars.  Fast  performance  cannot  guarantee  Future 
results.  Request  a  prospectus  with  more  complete  information,  including  management  lees  and  other  charges  and 
expenses.  Read  it  careful!)  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Seniles.  Inc.,  Distributor. 


Dick 
Van  Patten 


"At  any  age, 
there  are  dozens 
of  things  you  can  do  to 
stay  healthy,  active  and 
have  a  great  time. 

Contact  your 
recreation  and  park 
L  ^  department  today  " 

H 


NATIONAL  RECREATION 
AND  PARK  ASSOCIATION 


WHY  ARE  WE 
SO  AFRAID 
OF  GROWTH? 

COHVEHTIOHAL  WISDOM  DOESH'T  HOLD  ANYMORE 


Can't  we  do  better  than  this? 
Ever  since  the  U.  S.  economy 
powered  ahead  at  a  torrid  pace  late 
last  year,  the  financial  markets  have 
feared  that  accelerating  growth  would 
send  prices  spiraling.  To  heat  inflation  to 
the  punch  by  cooling  off  the  economy, 


the  Federal  Reserve  Board  has  already 
raised  short-term  rates  in  three  quar- 
ter-point installments  since  early  Feb- 
ruary. And  Wall  Street  expects  more 
rate  hikes  to  come,  even  though  the 
economy  expanded  at  only  a  2.6%  clip  in 
this  year's  first  quarter. 


It's  beginning  to  look  as  though  anyj 
surge  in  growth  will  be  squashed  in  the! 
interests  of  keeping  the  inflation  nemesis! 
under  control.  Most  forecasters  assume! 
that  economywide  productivity  growth! 
will  average  some  1%  a  year.  Add  toi 
that  labor  force  growth  of  1.3%  or  less, 
and  the  long-term  growth  potential  on 
the  economy  comes  to  between  2.0%  and] 
2.5%  a  year.  Any  pace  faster  than  that,) 
and  the  economy  rushes  headlong  into 
production  bottlenecks  that  ignite  a 
wage-and-price  spiral. 

Certainly,  the  Clinton  Administration 
"is  comfortable  with  2.5%  as  our  long-run! 
forecast,"  says  Laura  D'Andrea  Tyson,' 
chair  of  the  President's  Council  of  Eco-j 
nomic  Advisers.  And  Robert  T.  ParryJ 
president  of  the  Federal  Reserve  Bankj 
of  San  Francisco,  recently  told  a  gatheH 
ing  of  forecasters  that  "for  the  last  twq 
years,  the  rate  of  growth  has  been  fast-) 
er  than  the  economy  can  sustain  in  thd 
long  run."  No  wonder  every  bit  of  good] 
economic  news  gives  the  financial  mar  J 
kets  the  jitters— sending  bond  and  stock] 
prices  tumbling. 

But  the  fears  of  the  forecasters  and 
the  markets  may  be  unfounded.  "People 


WHY  STRONG  ECONOMIC  GROWTH 
WON'T  CAUSE  FASTER  INFLATION 
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PRODUCTIVITY 
IS  SURGING... 


...WORKERS  ARE 
_  MORE  SKILLED.. 


1.0 


AVERAGE  ANNUAL  MANUFACTURING 
PRODUCTIVITY  GROWTH 


SHARE  OF  POPULATION  OVER 
25  WHO  HAVE  4  YEARS  OF 
COLLEGE  OR  MORE 


...CAPITAL  INVESTMEN1 
_  IS  MORE  EFFICIENT..! 


OUTPUT  PER  DOLLAR  OF 
PLANT  AND  EQUIPMENT* 

ADJUSTED  FOR  INFLATION 


'60  '65  70  75  '80  '85 
▲  PERCENT  DATA  COMMERCE  DEPT.,  BUSINESS  WEEK 
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▲  PERCENT  DATA:  CENSUS  BUREAU 
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i  taking  the  last  15  years  and  just 
ajecting  them  forward,"  says  Rich- 
i  Nelson,  economist  at  Columbia  Uni- 
rsity.  The  conventional  outlook  under- 
Limates  Corporate  America's  huge 
aductivity  gains,  a  historic  wave  of 
•hnological  innovation,  and  the  spread 
capitalism  around  the  world.  "Pro- 
ctivity  has  dramatically  improved 
npared  with  the  prior  two  decades," 
ys  Bruce  Steinberg,  economist  at 
jrrill  Lynch  &  Co.  "And  improved 
oductivity  means  the  economy  can 
aw  more  rapidly  without  triggering 
lation." 

ill  stingy.  True,  the  recent  pickup  in 
mufacturing  activity  is  raising  the 
scter  of  production  bottlenecks.  Yet  in 
increasingly  global  economy,  many 
nerican  companies  can  shift  excess 
ier  flows  to  factories  overseas.  And 
th  nearly  one-fifth  of  all  goods  bought 
the  U.  S.  produced  overseas,  foreign 
npetitors  are  eager  to  expand  their 
les  should  stateside  companies  ag- 
sssively  raise  prices.  White-hot  inter - 
tional  competition  puts  a  damper  on 
I  ability  of  U.  S.  companies  to  jack  up 
ices. 

Fed  Chairman  Alan  Greenspan 
rees  that  the  growth  prospects  of 
3  U.  S.  economy  have  improved.  He 


F 


believes  the  economy's  underlying 
growth  trend  of  productivity  in  both 
manufacturing  and  services  has  recent- 
ly risen  to  1.5%  and  that  the  noninfla- 
tionary  growth  potential  of  the  U.  S.  is 
certainly  higher  than  the  modest  pace 
projected  by  conventional  wisdom. 
"U.  S.  businesses  in  recent  years  have 
been  investing  in  new 
capital  and  improving 
their  use  of  capital  in 
ways  that  are  making 
the  U.  S.  economy  more 
productive,"  Greenspan 
recently  wrote. 

Still,  the  Fed  isn't 
joining  in  any  victory 
dance— at  least  not  yet. 
Instead,  it  has  been  pur- 
suing a  tightfisted  mone- 
tary policy  as  part  of  a 
campaign  to  convince  the 
markets  that  it  won't  let 
inflation  erupt.   , 

And  the  markets,  it 
seems,  need  a  lot  of  convincing.  They 
were  seared  by  megabuck  losses  during 
the  1970s  price  spiral  and  won't  risk 
trillions  more  until  they  have  positive 
proof  that  higher  productivity  growth 
rates  are  here  to  stay  and  inflation  will 
remain  dormant.  For  example,  consu- 


AR  FROM  BE- 
ING A  MATURE 


ECONOMY,  THE  U.S.  IS 
ONE  IN  THE  THROES 
OF  A  HISTORIC 
TRANSFORMATION 


mer  price  increases  are  running  at  a 
2.6%  annual  rate  and  investors  are  de- 
manding a  yield  of  more  than  7%  on 
10-year  Treasury  bonds.  By  contrast, 
when  inflation  was  this  low  back  in  the 
mid-1960s,  investors  only  required  a 
yield  of  5%. 

How  good  can  growth  get  before  the 
economy  overheats? 
Perhaps  a  lot  better 
than  most  people  think. 
Over  the  past  three 
years,  productivity  has 
been  rising  far  faster 
than  the  rate  assumed 
by  the  typical  fore- 
cast—a 2.6%  average 
annual  rate,  similar  to 
the  experience  of  the 
1950s  and  1960s. 

In  part,  this  reflects 
the  typical  productivity 
rebound  that  follows  a 

  recession.    But  with 

business  equipmenl  in- 
vestment hitting  9%  of  gross  domestic 
product,  its  highest  level  in  the  postwar 
period,  the  productivity  surge  is  likely 
to  continue.  Tack  on  labor-force  growth, 
and  that  means  the  economy's  noninfla- 
tionary  growth  potential  could  be  as 
high  as  3.5%— and  not  for  two  quarters 


The  U.S.  economy  has  expanded  at  a  2.4%  annual  rate  since  1 980.  Most  forecasters  figure  that  the 
economy's  growth  potential  is  2.5%  at  best.  But  the  evidence  is  mounting  that  it  could  be  as  high  as 
3.5%  without  touching  off  inflation.  Here's  why: 
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or  a  year,  hut  perhaps 
for  the  rest  of  the 
decade. 

The  gap  hetween  a 
growth  rate  of  3.5%  and 
2.5%  may  not  seem  like 
much,  but  it's  the  differ- 
ence between  eating  fish 
eggs  and  caviar.  The 
higher  growth  rate 
would  cumulatively  add 
about  $1.2  trillion  more, 
in  1987  dollars,  to  the 
nation's  output  by  the 
year  2000.  It  would  in- 
crease total  business  in- 
vestment over  the  next 
six  years  by  $170  billion. 
Per-capita  income  would 
rise  to  $23,600  instead 
of  $22,250.  The  federal 
budget  deficit  would 
shrivel,  and  the  U.  S. 
could  afford  to  spend 
plenty  more  on  educa- 
tion, training,  and  scien- 
tific research,  the  seed- 
corn  of  future  growth.  Strong  growth 
creates  a  powerful,  self-reinforcing 
dynamic  all  its  own. 
STUNNING  PACE.  Of  course,  many  econo- 
mists remain  convinced  that  America 
can't  grow  faster  because  it's  a  mature 
economy.  The  U.  S.,  they  say,  has  lost 
its  economic  and  technological  leader- 
ship in  field  after  field  to  Asian  and 
European  rivals.  To  survive,  companies 
are  slashing  costs  by  eliminating  work- 


JOSEPH  A.  SCHUMPETER 

*  *  But  in  capitalist 
reality,  as  distin- 
guished from  its 
textbook  picture,  it 
is  not  (price)  com- 
petition which 
counts  but  the  com- 
petition from  a 
new  commodity,  the 
new  technology,  the 
new  source  of  sup- 
ply, the  new  type  of 
orqanization...H 


ers  even  entering  the  fourth  year  of 
recovery.  The  cold  war's  end,  with  the 
resultant  cutbacks  in  the  defense  indus- 
try, is  dampening  growth,  too.  "Every- 
one hopes  the  rate  of  technical  progress 
can  pick  up  and  the  rate  of  productivity 
growth  will  pick  up,"  says  Gary  Burt- 
less,  economist  at  the  Brookings  Institu- 
tion. "But  there  is  little  basis  for 
optimism." 

But  is  the  U.  S.  really  stuck  in  medioc- 


rity? "Economies  have 
way  of  defying  expectij 
tions,"  says  Alan  Brinlj 
ley,  a  professor  of  histor 
at  Columbia  Universit; 
For  example,  economisi 
expected  anemic  growt 
in  the  U.  S.  in  the  wakj 
of  World  War  II.  But  fo) 
the  following  generatioj 
the  economy  grew  at  j 
stunning  pace.  Ho\ 
about  the  limits-to 
growth  panic  of  thj 
1970s?  Oil,  food,  and  otlj 
er  commodities  one 
feared  in  short  suppli 
are  now  in  cheap  aburj 
clance.  Says  Robert  Ei^ 
ner,  economist  at  Nortli 
western  University! 
"Economists  look  at  whd 
has  been  happening  an 
say  that  must  be  natil 
ral.  Growth  has  bee 
slow  so  it  must  sta 
slow." 

What  the  slow-growth  forecasters  faj 
to  appreciate  is  that  the  U.  S.  is  in  thl 
throes  of  a  transformation.  Underlying 
the  recent  acceleration  in  productivitj 
is  a  gathering  web  of  technological  an| 
commercial  innovations  revolutionizin.! 
the  economy,  much  as  steam  power  di! 
in  the  late  1700s  and  electricity  did  i| 
the  late  1800s. 

The  Industrial  Era  is  giving  way  t| 
the  Information  Age.  "We  are  livin 


; 

x 
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ECONOMISTS  FOR  AN  EXPANDING  UNIVERSE 


These  days,  a  growing  school  of 
economists  are  asking  what  propels 
growth  and  drawing  inspiration 
from  the  ideas  of  Joseph  A.  Schumpeter 
(1883-1950),  the  Austrian  economist  and 
Harvard  University  professor.  Like 
Schumpeter,  these  economists  are  focus- 
ing on  technology,  innovation,  and  knowl- 
edge. And  the  underlying  message  of 
the  Schumpeterians  is  fundamentally  op- 
timistic. "The  one  fact  that  comes  from 
economic  history  is  the  ability  of  the  hu- 
man mind  to  break  through  barriers  that 


PAUL  ROMER 


The  possibilities  for 
new  goods  and  tech- 
nologiesjs  unlimited. 
"We  systematically 
underappreciate  the 
potential  for  new 
ings  to  happen" 


weren't  imaginable  50  years 
ago."  says  Joel  Mokyr,  eco- 
nomic historian  at  Northwest- 
ern University. 

Traditionally,  mainstream 
economics  has  been  unable  to 
explain  what  determines  long- 
term  growth.  In  the  late 
1950s,  Nobel  laureate  Robert 
M.  Solow  of  Massachusetts  In- 
stitute of  Technology  showed  that  in- 
creases in  the  economy's  labor  supply 
and  capital  stock  explained  only  part  of 
growth.  The  rest  was  attributed 
to  technological  change,  but  it 
was  largely  unexplainable. 

The  Schumpeterians  go  be- 
yond traditional  economics  to 
look  at  what  really  drives  tech- 
nological change.  They  are  ana- 
lyzing how  growth  is  affected  by 
the  support  for  technical  innova- 


GENE  GROSSMAN 


;he  Princeton  eco 
mist  is  studying  h 
industrial  rese 
vigorates  gro 


tion,  educational  institutions,  and 


rewards  to  entrepreneurs  for  comil 
with  new  products.  A  leading  Schi| 
terian  is  Paul  Romer  of  the  Univer: 
California  at  Berkeley,  perhaps 
the  country's  most  influential  young 
omist.  Romer's  theoretical  work 
new  ground  by  showing  how  techr 
cal  progress  can  supercharge  gr 
just  as  a  new  jet  turbine  or  a  ne\ 
technology  drug  spells  the  different 
tween  a  plodding  economy  and  a  d; 
ic  one.  Romer  and  other  new  gi 
theorists  are  finding  support  from 
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:>ugh  one  of  these  fundamental  and 
found  changes  in  the  economic  para- 
•n  built  around  the  transmission,  re- 
val,  and  analysis  of  data  and  fall- 
transport  and  communication  costs," 
s  Richard  Lipsey,  an  economist  and 
>w  at  the  Canadian  Institute  for  Ad- 
ced  Research. 

md  the  Information  Revolution  is 
j  part  of  a  much  bigger  innovation 
re.  U.  S.  patent  applications  have 
jed  by  a  remarkable  35%  over  the 
I  six  years.  The  financial  services  in- 
try  keeps  churning  out  new  prod- 
;  tailored  to  meet  the  needs  of  a  glo- 
economy.  Pioneers  in  biotechnology 

multimedia  are  building  whole  new 
istries.  Old-line  companies  like  Gener- 
llectric,  AT&T,  and  Alcoa  are  shedding 
eaucracies  and  rigid  hierarchies  to 
er  responsiveness  and  creativity.  "In- 
ation  is  the  mother  of  all  core  pro- 
;es,  encompassing  all  levels  and  func- 
is  of  a  corporation,"  says  Richard 
ter,  director  at  McKinsey  &  Co.  'And 
!.  companies  are  collectively  the  most 
wative  in  the  world." 
>WTH  guru.  Conventional  economics 
;  short  in  dealing  with  the  impact  of 
1  momentous  upheavals.  The  kind  of 
lels  that  predict  a  2.5%  limit  to  non- 
ationary  growth  describe  a  world 
;re  the  economy  plods  ahead  at  a 
s  determined  by  the  amount  of  capi- 
and  labor  employed,  while  fiscal  and 
letary  policies  are  geared  toward 
ping  the  economy's  fluctuations  with- 

fairly  narrow  band.  Of  course,  con- 
tional  models  do  an  excellent  job  of 
cribing  how  interest  rates  affect 
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home  buying  or  how  higher  taxes  crimp 
consumer  spending.  But  they  are  almost 
mute  when  it  comes  to  measuring  how 
new  technologies  affect  growth. 

To  better  grasp  the  relationship  be- 
tween innovation  and  growth  calls  for 
turning  to  an  economic  tradition  cham- 
pioned by  the  late  Joseph  Schumpeter, 
one  of  the  20th  century's  intellectual  gi- 
ants. Schumpeter  developed  the  idea  of 
creative  destruction,  the  process  by 
which  new  technologies,  new  markets, 
and  new  organizations 
supplant  the  old.  "Except 
for  Karl  Marx,  Schum- 
peter was  the  only  econ- 
omist who  placed  strong 
emphasis  on  innovation 
and  technological  change 
as  sources  of  economic 
growth,"  says  Frederic 
M.  Scherer,  economist  at 
Harvard  University. 

In  recent  years, 
Schumpeter  has  become 
a  leading  light  to  a  group 
of  economists  struggling 

to  answer  the  most  basic   

question  in  economics: 
What  drives  growth?  Like  Schumpeter 
before  them,  these  economists  argue 
that  innovation  is  the  essence  of  capital- 
ism. Knowledge  and  its  application  to 
real  business  problems  count  for  more 
than  capital  and  labor,  the  traditional 
factors  of  production.  Entrepreneurs,  in- 
dustrial research,  and  knowledge  are 
what  matters  (box). 

The  U.  S.  is  not  an  aging,  mature 
economy  to  the  Schumpeterians,  but 


ISINFLATION 
IS  FAST 
BECOMING 
THE  NORM  IN  THE 
ONCE  INFLATION- 
PRONE  AMERICAN 
ECONOMY 


rather  it  can  generate  almost  unlimited 
possibilities  of  new  goods  and  new  tech- 
nologies. "Knowledge  doesn't  face  di- 
minishing returns.  It's  an  expanding 
universe,"  says  Richard  Baldwin,  econo- 
mist at  the  Graduate  Institute  of  Inter- 
national Studies  in  Geneva.  Adds  Paul 
Romer,  economist  at  the  University  of 
California,  Berkeley:  "We  systematical- 
ly underappreciate  the  potential  for 
new  things  to  happen." 

It's  easy  to  lose  sight  of  the  impor- 
tance of  innovation  on 
growth  because  it 
doesn't  have  a  straight- 
line  impact.  Picture 
this:  a  chart  with  an  S- 
shaped  curve.  When  a 
new  technology  is  intro- 
duced into  a  company, 
productivity  actually 
falls  as  workers  and 
managers  struggle  to 
master  different  tech- 
niques and  skills.  But 
as  more  and  more  peo- 
ple move  up  the  learn- 

  ing   curve,   the  new 

technology  begins  to 
pay  dividends,  and  productivity  surges 
ahead.  And  sometimes  innovations  come 
in  clusters,  such  as  now  with  computers, 
communications,  and  other  high-tech  in- 
formation systems.  When  that  happens, 
the  S-curve  effect  is  magnified  as  each 
advancing  technology  feeds  off  the  other. 

History  offers  striking  examples  of 
the  S-curve  effect.  Take  electricity. 
Many  of  the  critical  advances  came  in 
the  1870s  and  1880s.  But  it  wasn't  until 


c  historians  as  Paul  David  of 
University.  His  empirical  studies 
;  historic  interplay  between  tech- 
l  change  and  economic  growth, 
nost  recent  wave  of  research 
;  Schumpeterians  focuses  on  the 
tween  international  trade  and 
In  traditional  economic  theory, 
5fits  from  free  trade  to  a  large 
'  such  as  the  U.  S.  come  mainly 
consumers  and  businesses  can 
5r  prices  for  imports.  While  this 
ia.ll  potatoes,  it  doesn't  do  much 
ise  growth  in  the  long  run. 
ee  trade  may  have  a  much  big- 
Sff  than  conventional  economics 
?ree  trade  encourages  the  rapid 
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spread  of  technology  and  indus- 
trial ideas,  according  to  such 
trade  theorists  as  Gene  M. 
Grossman  of  Princeton,  and  El- 
hanen  Helpman  of  Tel-Aviv  Uni- 
versity, who  have  been  influ- 
enced by  the  pioneering  work  of 
Paul  R.  Krugman  of  MIT.  Trade 
can  also  invigorate  growth  by 
providing  access  to  bigger  mar- 
kets. Conversely,  in  many  cases, 
barriers  to  trade  slow  the  rate  of  techno- 
logical transmission,  leaving  a  protec- 
tionist country  lagging  far  behind. 

Take  the  developing  countries  of  Latin 
America  and  the  former  East  bloc  na- 
tions. They  learned  the  hard  way  that 
erecting  trade  barriers  to  pro- 
tect domestic  industries  isolat- 
ed them  from  global  techno- 
logical progress  and  helped 
condemn  them  to  years  of 
stagnation.  And  without  fierce 
competitive  pressure  from  the 
Japanese  auto  companies,  it's 
doubtful  U.  S.  carmakers  would 
have  felt  compelled  to  engi- 


neer  productivity  gains  of  10%  a  year  in 
the  1980s. 

Beyond  trade,  the  theory  has  far-rang- 
ing implications  for  economic  policy.  Gov- 
ernments, business,  and  universities  have 
a  key  part  to  play  in  affecting  the  pace  of 
innovation.  Some  Schumpeterians  would 
like  to  see  stronger  government  support 
of  commercial  technology,  especially  in 
the  service  sector,  and  others  more  indus- 
try collaboration  to  develop  world-class 
products.  "To  achieve  long-run  success, 
economic  policy  must  support  the  institu- 
tions that  generate  ideas  and  technologi- 
cal progress,"  says  Romer. 

By  Christopher  Farrell  in  New  York 
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SPARKING  GROWTH  innovations  today  are  coming  in  clusters-computers,  communications,  and  information 


two  to  three  decades  later  that  the 
productivity-enhancing  promise  of 
electrification  was  realized.  Overall, 
U.  S.  productivity  jumped  to  a  2.4%  an- 
nual rate  in  the  early  1900s  vs.  a  1.3% 
pace  in  the  late  1800s,  according  to  Paul 
David,  economic  historian  at  Stanford 
University. 

EVOLUTIONARY  CLIMB.  Similarly,  after  a 
long  lag,  information  technologies  are 
just  now  living  up  to  their  economic 
promise.  Says  W.  Daniel  Hillis,  co- 
founder  of  Thinking  Machines  Corp.,  a 
Cambridge  (Mass.)  maker  of  massively- 
parallel-processing  supercomputers:  "So- 
ciety has  to  adapt  around  new  technolo- 
gies. That  takes  longer  than  developing 
the  technologies  themselves.  The  good 
news  for  the  economy  is  we  have  a  lot 
of  stuff  in  the  pipeline  that  will  start 
paying  off." 

It's  about  time.  For  the  past  decade 
or  more,  the  gale  winds  of  "destruc- 
tion" have  been  all  too  painful  and  ap- 
parent. Battered  by  vicious  competition 
at  home  and  abroad,  companies  have 
substituted  information  technologies  for 
labor,  eliminating  millions  of  jobs.  Cor- 
porate layoff  announcements  in  the  first 
quarter  were  up  11%  from  the  same 
period  last  year,  according  to  Challeng- 
er, Gray  &  Christmas  Inc.,  an  interna- 


tional outplacement  firm.  Delta  Air 
Lines  Inc.  has  just  announced  plans  to 
eliminate  15,000  jobs  in  a  mammoth  re- 
structuring, and  overall  unemployment 
levels  are  disturbingly  high.  The  lethal 
combination  of  technological  change  and 
increased  competition  has  slashed  the 
real  wages  of  low-skill  and  less  educat- 
ed workers,  too. 

Now,  the  signs  of  the  payoff  are  fi- 
nally here:  Companies  are  becoming 
much  more  efficient.  Anheuser-Busch 
Cos.,  the  world's  largest  brewer,  is  re- 
placing packaging  equipment  installed 
some  15  to  20  years  ago  with  newer 
technology  that  requires  fewer  work- 
ers. Without  adding  any  more  work- 
ers, Mead  Data  Central,  a  leading  elec- 
tronic supplier  of  databases,  is 
providing  access  to  a  lot  more  data. 
"We  added  100  billion  characters  in 
199.3,  and  we'll  probably  add  250  bil- 
lion characters  this  year,"  says  Rodney 
L.  Everhart,  president  of  Mead  Data. 

Indeed,  the  rate  of  return  on  tele- 
communications investment  is  around 
30%,  including  indirect  benefits  to  the 
economy,  says  Francis  Cronin,  manag- 
ing director  at  DRl/McGraw-Hill.  And  a 
recent  study  by  Frank  R.  Lichtenberg, 
economist  at  Columbia  University  School 
of  Business,  found  that  one  information 


systems  worker  can  replace  six  otl 
employees  without  affecting  output. 

Savvy  companies  are  also  discove 
ing  that  breaking  down  the  century-o! 
command-and-control  bureaucracies  hi 
an  impact  on  innovation.  For  exampl 
Toledo-based  Dana  Corp.,  a  $5.5  billio 
producer  of  automotive  and  other  indu 
trial  products,  actively  solicits  ideas  froi 
employees  at  its  197  manufacturin 
plants  scattered  all  over  the  world.  "Tl 
power  of  that  is  incredible,"  says  Soutl 
wood  J.  "Woody"  Morcott,  Dana's  chi> 
executive. 

"QUITE  ISOLATIONIST."  Stitching  togetl 
er  teams  from  engineering,  design,  i 
nance,  marketing,  and  production  &\i 
seems  to  be  boosting  research  and  d 
velopment  productivity.  As  Rockwe 
International  Corp.  has  shifted  more 
its  R&D  from  long  lead-time  defens 
work  to  the  fast-paced  commercial  ma 
ket,  it  is  tying  its  scientists  to  teair 
within  the  organization,  according  1 
Robert  L.  Cattoi,  senior  vice-presider 
at  Rockwell.  Says  John  Seely  Browi 
head  of  the  Xerox  Corp.'s  Palo  Alt 
Research  Center,  better  known  as  pari 
"We've  moved  from  being  quite  isol; 
tionist  to  having  a  rich  set  of  convers; 
tions  with  all  parts  of  the  compan 
[Yet  now]  we're  probably  bringing  oif 


68  BUSINESS  WEEK/MAY  16,  1994 


COVER  s; 


BEHEMOTH  NEARLY  nonexistent  two  decades  AGO,  THE  BIOTECH  industry  NOW  BOASTS  ALMOST  700  ACTIVE  companies 


I 


e  fundamental  things  than  we  ever 

he  benefits  of  the  productivity  boom 
just  beginning  to  boost  worker  fri- 
es. Wages  and  salaries,  after  adjust- 
for  inflation,  are  rising  smartly  for 
first  time  in  seven  years.  And  a 

study  by  North  Car- 
1  State  economist 
fen  G.  Allen  shows 

skilled  workers  in 
t-tech  companies 
;e  more  than  their 
iterparts  in  less  in- 
itive  outfits.  "In  in- 
ries  with  lots  of  R&D 
/ity,  you  see  a  much 
e  rapid  growth  of 
es  of  college  gradu- 
r  he  says.  And  "it's 
just  scientists  and 
ineers  whose  wages 
ip,  it's  everybody." 
he  official  statistics 
to  capture  much  of  this  productivity 
irn.  Productivity,  an  inflation-adjust- 
neasure  of  output  per  unit  of  work, 
;latively  easy  to  calculate  in  the  man- 
turing  industries.  But  when  it  comes 
ervices  or  information  technologies, 
:h  now  account  for  more  than  two- 
ds  of  the  economy,  the  productivity 


N  THE  HIGH-TECH 
MARKET, 
FALLING  PRICES 
AND  SOARING  QUALI- 
TY ARE  MAKING 
MUSH  OF  THE  PRO- 
DUCTIVITY NUMBERS 


measures  are  inadequate,  says  Zvi  Gri- 
liches,  economist  at  Harvard  University. 
For  example,  more  and  more  supermar- 
kets have  installed  bar  code  readers  in 
their  checkout  lines,  making  them  faster 
and  more  accurate.  Yet  these  gains  to 
consumers  do  not  show  up  in  the  gov- 
ernment's numbers. 
With  prices  falling  so 
fast  in  the  high-tech 
market  and  quality  im- 
proving so  rapidly,  the 
beancounters  make 
mush  of  the  productiv- 
ity numbers. 

What  is  clear,  how- 
ever, is  that  since  it 
takes  less  money  to 
buy  better  products, 
the  productivity  of  cap- 
ital is  enhanced.  For  in- 
stance, computer  users 
  are  accustomed  to  in- 
creasing their  process- 
ing power  by  a  factor  of  10  every  five 
to  seven  years  at  no  additional  cost. 
Overall,  prices  of  computers  and  tele- 
communications equipment  have  plunged 
by  23%  over  the  past  five  years.  The 
government  statisticians  say  that  tech- 
nological improvements  and  quality  ad- 
justments suggest  that  the  consumer 


price  index  is  overstated  by  some  0.5 
percentage  point— which  would  put  it 
at  a  2.1%  annual  rate  instead  of  the 
posted  2.6%. 

The  forces  holding  inflation  in  check 
are  also  powerful.  Labor  costs  are  well 
under  control  and  wage  pressures  al- 
most completely  absent.  Unions  have 
been  sidelined,  too.  The  number  of  work- 
ers covered  by  cost-of-living  adjustments 
in  major  collective  bargaining  agree- 
ments is  now  lower  than  at  any  time 
in  the  past  quarter  century— from  a  high 
of  61%  in  1976  to  a  low  of  24%  in  1993. 
The  three-week  strike  by  75,000  Team- 
sters barely  disrupted  the  economy  in 
April.  By  contrast,  when  the  Teamsters 
last  struck,  in  1979,  the  10-day  work 
stoppage  caused  widespread  production 
disruptions. 

GLASS  CUSHIONS.  The  old  rules  of 
thumb  about  capacity  utilization  con- 
straints and  inflation  flashpoints  may 
no  longer  work,  either.  A  lot  of  U.  S. 
companies  have  plenty  of  manufacturing 
capacity  abroad.  When  order  flows  sub- 
stantially increase,  companies  can  shift 
production  runs  to  plants  in  Mexico, 
Canada,  Asia,  and  other  regions.  Take 
Owens-Illinois  Inc.,  the  Toledo-based 
king  of  glass  containers.  Owens  is  run- 
ning its  glass  plants  at  capacity,  and 
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OUR  INSURANCE  AND  FINANCIAL  SKILLS  SET  A  CAR  RENTAL  FIRM  ON 
A  FASTER  ROUTE.  While  helpuig  a  multinational  car  rental  firm  manage  its  complex  U.S.  insurance  needs,  the  A/G 
Compaiues  were  asked  to  develop  a  cost-ejjective  plan  far  coverage  throughout  Europe.  Our  captive  management  experts  showed  the 
company  a  new  direction.  They  established  a  self-insured  retention  program  and  a  claims  management  system  for  the  firm,  while  our 


olio  specialists  in  London  implemented  a  funds-management  plan  for  the  multimillion-dollar  captive.  Excess  coverage  was 
en  by  anAlG  company  in  Europe.  The  result  was  a  comprehensive  risk  management  program  created  without  sacrificing  either 
:tiveness  or  continuity.  And  another  demonstration  of  how  the  AIG  Companies  provide  the  definitive  response  to  risk. 
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WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc..  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 
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the  company  is  bringing  in  product 
from  operations  in  Venezuela  and  else- 
where. Strong  capital  goods  spending  is 
quickly  adding  to  the  capital  stock  and 
raising  capacity  levels.  Companies  are 
increasingly  adroit  at  boosting  produc- 
tivity and  raising  capacity,  too.  "It 
seems  we  get  more  creative  each 
month,"  says  Donald  P.  Hilty,  chief 
economist  at  Chrysler 
Corp. 

Even  in  those  parts 
of  the  economy  where 
prices  are  up,  they 
aren't  spiraling.  Look  at 
steel.  Steel  service  cen- 
ters, which  purchase 
and  distribute  nearly 
45%  of  all  U.S. -made 
stainless  steel,  are  ship- 
ping record  volumes, 
and  raw-steel  producer 
plants  are  running  near 
capacity.  Over  the  past 
year,  prices  of  flat-rolled 
steel  have  gone  up  from 
$310  a  ton  to  $355,  and 
scrap  metal  prices  from 
an  average  of  $97  to 
$147  per  ton.  But  prices 
are  leveling  off  with  ex- 
cess supply  available 
from  overseas  makers. 
The  price  of  scrap,  used  in  minimills, 
has  started  to  decline.  When  U.  S.  scrap 
prices  surged,  European  buyers  turned 
to  cheaper  Russian  pig  iron.  "I  don't 
think  prices  are  going  to  go  a  lot  high- 
er," says  F.  Kenneth  Iverson,  chairman 
and  CEO  of  Nucor  Corp. 

Disinflation  is  fast  becoming  the  norm 
in  the  once  inflation-prone  U.  S.  econo- 
my. Producer  prices  are 
rising  at  only  a  0.2%  an- 
nual rate,  and  even  med- 
ical-care inflation  has 
dropped  from  an  annual 
rate  of  more  than  9%  in 
1990  to  less  than  5%  cur- 
rently. Economists  often 
underestimate  how  long 
price  trends  can  last,  too. 
Over  long  stretches  in 
history,  inflation  has 
been  well-behaved.  For 
instance,  between  18H0 
and  1910,  the  annual  rate 

of  increase  in  the  consu-   

mer  price  index  was 
0.3%,  and  it  was  2.8%  between  1960  and 
1970.  Says  Stephen  S.  Roach,  economist 
at  Morgan  Stanley  &  Co.:  "With  intense 
competitive  pressures  offering  industry 
little  alternative,  there  is  good  reason  to 
believe  that  the  fundamental  break  be- 
tween the  cost  curve  of  the  1990s  and 
those  of  the  past  will  persist." 


Higher  U.  S.  productivity  and  techno- 
logical innovation  is  a  big  competitive 
advantage  in  overseas  markets  too. 
Sure,  the  U.  S  still  runs  a  merchandise 
trade  deficit  of  some  $130  billion  a  year, 
and  worries  about  international  com- 
petitiveness run  deep.  Japan  and  Eu- 
rope are  devoting  huge  private  and 
public  resources  to  nurturing  science 


GLOBAL  COMMUNICATIONS 
ARE  ON  A  ROLL 

Traffic  in  information  across  borders  has  soared,  making 
the  U.S.  economy  more  open  than  ever  before 


MILLIONS  OF  OVERSEAS 
TELEPHONE  CALLS  BILLED 
IN  THE  U.S. 
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M ERICA  IS 
THE  ONLY 
INDUSTRIAL- 
IZED COUNTRY  TO 
HAVE  DEREGULATED 
AIRLINES,  TELECOM, 
AND  TRUCKING 


and  technology.  And  the  fast-growing 
economies  of  East  Asia  and  Latin 
America  are  encouraging  foreign  multi- 
national investment  as  a  way  of  trans- 
ferring manufacturing  and  management 
knowhow. 

ALTERED  POSITIONS.  Nonetheless,  U.  S. 
companies  are  globally  competitive  in 
many  leading-edge  industries.  The  bio- 
technology industry,  for 
example,  was  nearly 
nonexistent  two  de- 
cades ago  and  now  has 
almost  700  active  com- 
panies. The  foundations 
of  the  Information  Su- 
perhighway are  being 
laid,  despite  the  break- 
up of  the  mega-merger 
between  Tele-Commu- 
nications and  Bell  At- 
lantic. China's  Guan- 
gdong province  may  be 
growing  at  15%  a  year, 
,   but  the  Internet  is  ex- 

panding by  15%  a 
month.  Competitive  high-tech  goods  are 
a  key  reason  why  U.  S.  export  growth 
has  averaged  more  than  9%  a  year  over 
the  past  seven  years— more  than  three 
times  the  gains  of  Japan  and  Germany. 
"And  as  consumers  tap  into  the  Informa- 
tion Highway,  the  competitive  position 
of  nations  and  industries  may  be  further 


altered,"  says  Steinberg  of  Merrill 
Lynch. 

Indeed,  in  the  U.  S.  there  are  fewer 
impediments  to  "creative  destruction" 
than  elsewhere.  Regulatory  burdens  are 
fewer  and  market  competition  more  in- 
tense. America  is  the  only  industrial 
country  to  have  deregulated  its  air- 
lines, financial  services,  telecommuni- 
cations, trucking,  and 
other  industries.  For 
instance,  largely  reflect- 
ing the  competitive 
forces  unleashed  by 
deregulation,  a  blended 
measure  of  labor  and 
capital  productivity 
shows  the  U.  S.  telecom- 
munications industry  is 
as  much  as  twice  as 
productive  as  its  coun- 
terparts in  the  major 
European  countries,  ac- 
cording to  an  analysis 
by  McKinsey  &  Co. 
"What's  important  is 
that  competition  ener- 
gizes new  ways  of 
doing  things,"  says  Don- 
ald McCIoskey,  econo- 
mist at  the  University 
of  Iowa. 

Labor  is  highly  flex- 
ible, too.  And  the  nation's  borders  are 
more  open.  Research,  development,  and 
technological  innovation  are  skills  that 
are  forged  in  the  crucible  of  interna- 
tional competition.  Most  important, 
though,  is  America's  entrepreneurial 
tradition.  From  Andrew  Carnegie  to 
Bill  Gates,  the  incandescent  lightbulb 
to  spreadsheets,  the  U.  S.  has  long  been 
open  to  the  ideas  of  innovators,  mave- 
ricks, and  immigrants.  And  these  entre- 
preneurs have  generated  tremendous 
bursts  of  growth  in  the  past.  "What 
is  our  comparative  advantage?"  asks 
Zoltan  Acs,  economist  at  the  Univer- 
sity of  Baltimore.  "It  is  our  ability  to 
innovate." 

Clearly,  the  U.  S.  economy  is  emerg- 
ing stronger  than  it  has  been  after  two 
decades  of  turmoil.  The  nation  is  more 
productive  and  more  competitive  than 
at  any  point  since  the  early  1960s.  The 
biggest  threat  to  the  wellsprings  of  fast- 
er growth  comes  from  the  troublingj 
combination  of  zealous  restraint  by  poll 
cymakers  and  the  inflation  jitters  of] 
bond  market  investors.  Both  threaten 
to  squander  the  economy's  potential 
strength  and  all  the  jobs  and  wealth  i' 
would  produce. 

The  U.  S.  can  do  better— but  not  if  it| 
continues  to  fear  .growth. 

By  Christopher  Fundi,  with  Michae* 
Mandel  in  New  York,  and  bureau  reports] 
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Optimize  copying  productivity  wtl 
systematic  approach. 

Have  high-volume  document  proces 
with  unprecedented  reliability. 

Be  a  part  of  The  Corporate  Line. 
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The  Corporate  Line  of 
highly  productive  high 
volume  copying  systems  is; 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ent  handling  ahd  finishing  capa- 
ilities.  Furthermore,  every 
machine  in  THe  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability, 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  cat! 
l-800-OK-CANON. 


Canon 
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STRATEGIES  I 


A  DESTINATION,  BUT 
NO  FLIGHT  PLAN 


Delta's  latest  turnaround  program  sets  drastic  goals,  but 


Immediately  after  the  board  of  Delta 
Air  Lines  Inc.  approved  a  $2  billion 
cost-cutting  plan  on  Apr.  28,  CEO 
Ronald  W.  Allen  held  a  slide  show  at 
headquarters  for  the  pilots'  union  that 
summed  up  the  line's  problems.  Click. 
$1.2  billion  in  losses  in  the  past  three 
years.  Click.  Trouble  from  low-cost  car- 
riers, such  as  Southwest  Airlines  Co. 
Click.  The  debacle  in  Delta's  European 
system.  Then  Allen  turned  the  meeting 
over  to  subordinates.  "Our  first  proposal 
is  a  white  sheet,"  Opera- 
tions Vice-President  Har- 
ry C.  Alger  told  the  un- 
ion. "We've  set  a  cost- 
reduction  goal,  and 
everything  else  is  open 
for  negotiation." 

That  pretty  much 
sums  up  Delta's  grand 
turnaround  plan.  To 
transform  the  $12  billion 
Atlanta-based  airline  into 
a  low-cost  carrier  and 
pull  it  out  of  the  red,  Al- 
len has  declared  all-out 
war  on  costs.  He  wants 
to  slash  everything  from 
marketing  expenses  to 
fuel  costs.  And  he  in- 
tends to  eliminate  15,000  jobs,  or  20%  of 
Delta's  workforce,  by  1997.  But  while  Al- 
len, 52,  has  set  goals,  the  details  of  imj  de- 
mentation  are  something  of  a  blank. 
Delta's  chief  may  not  know  until  after 
Labor  I  )ay  just  how  he  aims  to  go  about 
meeting  his  targets. 

A  scramble.  Small  wonder  some  rivals 
are  questioning  whether  Delta's  goals 
are  realistic.  "If  you're  not  going  to  begin 
the  process  of  reengineering  until  some- 
time in  the  future,  how  do  you  know 
how  much  you're  going  to  save?"  asks  a 
skeptical  Robert  R.  Ferguson  III,  CEO  of 
Continental  Airlines  Inc.  Others  suggest 
Allen's  plans  may  not  go  far  enough.  Vir- 
tually every  airline— large  and  small— is 
scrambling  to  cut  costs.  And  the  bench- 
mark for  what  defines  a  low-cost  carrier 
is  heading  constantly  lower.  "They  have  a 
very  big  problem  in  attempting  to  come 


after  us.  They  don't  fully  appreciate  our 
cost  level,"  warns  ValuJet  President  Lew- 
is Jordan.  One  example:  Valu Jet's  cap- 
tains earn  an  average  of  $42,000  a  year, 
compared  with  $140,000  at  Delta. 

Delta's  previous  overhauls  do  little  to 
soothe  the  skepticism.  The  carrier  has 
already  navigated  through  a  flurry  of 
cost-cutting  efforts.  Just  last  year,  Allen 
cut  wages  and  benefits  and  laid  off  550 
employees.  On  top  of  that,  Delta  cut  its 
aircraft  purchases  by  $7.3  billion.  But 
now  that  the  dust  has 
settled.  Delta  is  still  list- 
ing badly.  Analyst  Juli- 
us Maldutis  of  Salomon 
Brothers  Inc.  estimates 
that  Delta  will  spill  more 
red  ink  this  year.  Losses 
could  narrow  to  $146  mil- 


ALLEN'S  AIRLINE 
HAS  A  LONG  WAY 
TO  GO  TO  CATCH  IIP 
WITH  TRUE  LOW- 
COST  CARRIERS 


lion  in  the  fiscal  year  ending  Aug.  3 
from  $415  million  last  year. 

Chronically  high  costs,  especially  hug 
wage  and  benefit  packages,  have  a  lot  t 
do  with  Delta's  sorry  performance.  Eve 
after  recent  expense  reductions,  Delt 
still  spends  9.76C  per  mile  for  each  of  it 
available  seats.  That's  a  far  cry  froi 
Southwest's  7.2C.  Only  troubled  USAi 
Group  Inc.  costs  more  to  operate  tha 
Delta,  at  lL35<t  per  seat,  according 
consultant  Avitas  Inc.  "It's  still  nc 
enough,"  Allen  says  of  recent  restrui 
turings.  "We've  got  to  do  more." 
deadlines.  This  time  around,  Alle 
wants  to  be  far  more  aggressive  on  cost 
His  goal:  to  lower  seat  costs  to  8.6<P 
mile  by  June,  1995,  and  ultimately  7.5<t  b 
1997.  Allen  has  targeted  11  areas  wher 
he  believes  he  can  squeeze  out  cost: 
One  big  advantage:  only  Delta's  pilot 
and  dispatchers  are  unionized,  so  Alle 
can  easily  make  some  work-rule  change) 
Top  managers  will  spend  the  next  fe 
months  working  out  the  specifics,  thoug 
details  on  who  will  be  laid  off  are  du 
July  15.  The  deadline  for  spelling  oi 
cuts  in  services  is  Sept.  15.  "The  ui 
known  bothers  a  lot  of  people,"  says  A 
len.  But  Delta's  toss  says  he  wants  to  n 
main  flexible  during  such  a  sweepin 
top-to-bottom  review. 

As  for  its  pilots.  Delta  will  likely  pre: 
for  work-rule  changes  to  allow  for  moi 
flexible  scheduling 
contract  talks  get  ugl 
this  summer,  Allen  vow  - 
to  replace  some  domest 
routes  by  signing  join 
venture  deals  with  small" 
er  airlines.  "We  hope 
doesn't  go  in  that  dire 
tion,"  he  told  the  pilol 
on  Apr.  28.  Their  rea 
tion  to  Allen's  hard  line 
"We're  in  the  beginnin 
stage  of  a  negotiation 
and  that's  how  negoti; 
tions  work,"  says  Cam 
ron  Foster,  a  negotiatin 
committee  membe 
Some  competitors  spe- 
ulate  that  Delta  ma 
have  to  swap  equit 
with  the  pilots,  as  Uni 
ed  and  Northwest  havi 
in  return  for  concession 
Elsewhere,  Allen  sa}  : 
he  wants  to  shorte 
turnaround  time  fc 
flights  by  creating  "coi 
tinuous  hulis,"  meanin 
traffic  will  constant! 
flow  in  and  out,  rathe 
than  gushing  and  trici 
ling  during  the  day 
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ta's  traffic  now  does. 
>n  says  Delta  is  even 
bring  a  joint  venture 
i  an  undisclosed  infor- 


lon  processing  compa- 
to  handle  back-office 
rations. 

n  contrast  to  its  do- 
tic  overhaul,  Delta  is 
;ing  headway  revamp- 
its  money-losing  Euro- 
ti  routes.  Delta  paid  a 
y  $1.4  billion  for  Pan 
srican's  planes  and  ter- 
als  in  1991  to  secure 
European  routes.  But 
Am's  operations  were 
ismal  shape.  Then  the 
opean  recession  killed 
fie.  But  over  the  past 
r,  the  carrier  has 
iped  some  unprofitable 
:es,  while  signing  up 
;ners,  such  as  Malev  Hungarian  Air- 
3  and  Austrian  Airlines,  to  ferry  Del- 
assengers  to  European  cities. 
.amble.  Just  as  important,  Delta 
hed  a  deal  in  April  with  Virgin  Atlan- 
/\irlines  Ltd.  to  gain  access  to  Lon- 
s  Heathrow  Airport,  a  critical  Euro- 
i  hub.  Delta  will  pay  $150  million  to 
ire  seats  on  Virgin  for  Delta  passen- 
>  and  has  promised  to  lend  flight  at- 


DELTA  PLOTS  A 
NEW  COURSE... 


COSTS  Delta  plans  to  reduce  its  workforce 
by  20%,  or  1 5,000,  by  1 997;  cut  annual 
labor  costs  by  $640  million;  and  trim 
marketing  expenses  by  $400  million. 

FARES  By  introducing  no-frills  service  on 
many  routes,  Delta  plans  to  match  fares  of 
cut-rate  carriers  such  as  Southwest. 


...TO  HALT  AN 
EARNINGS  TAILSPIN 


NET  PROFIT/LOSS 


DOMESTIC  ROUTES  Will  drop  unprofit- 
able routes.  Also  looking  for  joint-ventures 
with  regional  airlines  to  expand  its 
short-haul  service. 

EUROPEAN  ROUTES  Delta  is  reducing  its 
transatlantic  traffic  by  signing  deals  with 
foreign  airlines  such  as  Hungary's  Malev  -600 
to  carry  Delta  passengers  to  Europe.  ▲ 
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DATA:  BUSINESS  WtEK,  SALOMON  BROTHERS  INC. 


tendants  to  the  British  airline.  Some  an- 
alysts question  whether  the  partnership 
will  work.  Delta's  style  contrasts  sharply 
with  the  unorthodox  Virgin,  which  hopes 
to  introduce  in-flight  video  gambling  lat- 
er this  year.  But  Virgin  founder  Richard 
Branson  sees  few  problems:  "I  think  op- 
posites  can  work  quite  well  together." 

Shareholders  seem  willing  to  give 
Allen's  latest  plan  a  chance.  After  falling 


almost  20%  this  year, 
Delta's  stock  has  climbed 
about  4%  since  the  Apr. 
28  announcement,  to  47%. 
"They're  saying  not,  'how 
can  we  survive  to  com- 
pete another  day?'  but, 
'how  can  we  win?' "  says 
Mike  Magiera,  a  member 
of  the  investment  commit- 
tee at  Manning  &  Napier 
Advisors  Inc.,  one  of 
Delta's  big  shareholders. 

Those  who  wonder- 
about  Delta's  capacity  for 
a  turnaround  would  be 
advised  to  ponder  the 
lonely  lettuce  leaf.  Dur- 
ing an  employee  sugges- 
tion program  in  1992,  a 
menu-development  work- 
er proposed  removing 
the  lettuce  leaf  Delta 
used  as  a  bed  for  its  fruit  salads.  The 
leaf  was  a  waste,  she  reasoned,  because 
few  travelers  ate  it.  The  savings?  $1.4 
million.  Leaf  by  leaf,  over  the  next  three 
years,  Delta  will  have  to  find  some  real 
cabbage  to  cut.  Or  else:  Click.  Lots  more 
turbulence  ahead. 

By  David  Greising  in  Atlanta,  with 
Paula  Dwyer  in  London  and  Wendy  Zell- 
ner  in  Dallas 
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STRATEGIES  I 


IS  THERE  LIFE  AFTER 
MORTAL  KOMBAT? 


Game  maker  Acclaim  must  overcome  the  loss  of  a  key  contract 


At  some  points 
in  the  contro- 
versial video 
game  Mortal  Kombat,  a 
fighter  rips  out  the 
hearts  of  his  victims. 
That  image  might 
seem  unpleasantly  fa- 
miliar right  now  to 
( Gregory  E.  Fischbach. 
The  chairman  and 
chief  executive  of  Ac- 
claim Entertainment 
Inc.  recently  learned 
that  the  video-game 
publisher  would  lose 
its  licensing  contract 
with  WMS  Industries 
Inc.  For  Acclaim,  it 
wasn't  as  lethal  as 
what  happens  in  Mor- 
tal Kombat,  but  it  was 
painful.  WMs  created 
Mortal  Kombat  and 
NBA  Jam,  Acclaim's 
two  top  hits— and  its 
games,  by  some  esti- 
mates, produce  75%  of 
Acclaim's  revenues. 

The  blow  came  on 
Mar.  30,  when  Ninten- 
do of  America  Inc.  said  it  had  reached 
an  exclusive  agreement  with  WMS  to 
form  a  joint  venture  to  sell  games  for 
Nintendo's  Project  Reality  system.  That 
made  it  clear  that  WMS  was  jilting  Ac- 
claim, which  converted  some  WMS  video- 
arcade  games  into  home  versions  for 
Nintendo  and  Sega  Enterprises  Ltd.  sys- 
tems. The  relationship  began  to  unravel 
when  WMs  demanded  $8  per  cartridge  in 
licensing  fees;  Acclaim  had  been  paying 
about  $1.  In  response.  Acclaim's  stock 
tumbled  50%  in  two  weeks,  to  13/i. 
3-D  IMAGES.  Fischbach  calls  the  sell-off 
"an  overreaction"  and  argues  that  losing 
the  WMs  contract  is  hardly  fatal.  He  says 
the  four-year  relationship  generated  only 
two  megahits,  and  he  believes  Acclaim, 
the  largest  independent  video-game  mak- 
er, can  surpass  that  record  on  its  own. 
Fischbach,  an  entertainment  lawyer  and 
former  president  of  RCA  Records  Interna- 
tional who  co-founded  Acclaim  in  1987, 
vows  to  release  a  slew  of  top-selling 


LESS  ACCLAIM 
FOR  ACCLAIM 


games  in  the  months 
ahead.  Acclaim  recent- 
ly purchased  rights 
to  develop  games 
based  on  three  new 
movies,  including  Ar- 
nold Schwarzenegger's 
True  Lies.  And  it 
spent  $05  million  to  ac- 
quire Voyager  Commu- 
nications Inc.,  the  No.  3 
comic-book  publisher 
and  home  to  characters  that  might  find 
new  lives  in  games. 

Fischbach  also  says  Acclaim's  tech- 
nology should  give  it  an  edge  as  video- 
game formats  keep  shifting.  In  April, 
the  Oyster  Bay  (N.Y.)  company  signed  a 
deal  with  Sega  to  become  the  first  U.  S. 
software  publisher  to  make  games  for  its 
Genesis  Super  32X  machine.  Meanwhile, 
Acclaim  plans  to  unveil  a  new  line  of 
games  in  1995  using  a  technology  called 
"motion  capture"  that  could  revolutionize 
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the  video-game  business  by  producing 
three-dimensional  imaging  and  graphics 
Still,  Acclaim  must  prove  it  can  make 
a  megahit  video  without  WMS.  "Their 
product  development  has  never  been 
spectacular,"  says  Joseph  Morici,  senior 
vice-president  at  CapCom  USA  Inc.,  a 
leading  rival.  That's  a  big  reason  inves- 
tors remain  wary.  "We  look  for  consis- 
tent and  demonstrated  profitability  in  a 
company,"  says  Rodney  L.  Linafelter,  a 
portfolio  manager  at  Berger  Associates 
Inc.  in  Denver,  which  recently  sold  its 
remaining  500,000  shares  in  Acclaim 
"And  we  were  not  as  comfortable  with 
the  stream  of  new  products  coming  from 
Acclaim."  Berger  originally  owned 
750,000  shares 
movie  links.  Acclaim  does  have  some 
breathing  room  to  develop  its  new  offer 
ings.  It  can  still  sell  existing  WMS  games 
Mortal  Kombat  has  already  topped  5  mil 
lion  copies,  and  more  than  two  million 
copies  of  NBA  Jam  have  been  shipped 
since  it  was  released  Mar.  4.  Morta, 
Kombat  II  is  due  this  fall.  Analyst  Lee 
S.  Isgur  of  Volpe,  Welty  &  Co.  in  Sar 
Francisco  estimates  that  Acclaim's  prof- 
its could  rise  almost  50%  this  fiscal  year; 
to  $42. 9  million,  as  its  revenues  climl 
40%,  to  $457.4  million. 

And  Acclaim  already  has  some  strong 
games  of  its  own,  including  versions  o: 
The  Simpsons  and  Terminator  2.  Besides 
True  Lies,  it  has  the  rights  to  Stargate,  £ 
science-fiction  film  starring  Kurt  Rus 
sell  due  out  in  November,  and  Batmat 
Forever,  a  sequel  with  Michael  Keaton 
upon  which  its  first  arcade  game  wil 
be  based.  Still,  movie 
based  games  are  risky 
When  Schwarzeneg 
ger's  Last  Action  Hen 
bombed  at  the  box  of 
fice,  so  did  a  rival' 
game  version. 

Fischbach  believe 
Acclaim's  future  sue 
cess  may  rest  on  it: 
motion-capture  technol 
ogy.  The  process  use; 
4  cameras  and  150  sen 
sors  attached  to  2  ac 
tors  to  record  bod 
movements.  Data  art 
then  entered  into  a  computer  to  simulaO 
live  action.  While  other  companies  an 
dabbling  in  the  process,  Acclaim's  tech 
nology  was  what  persuaded  Sega  to  sigi 
the  company  up  for  its  new  32-bit  sys 
tern.  "We  chose  Acclaim  based  on  th 
strengths  they  have  in  development  ani 
in  digitizing  real-live  action,"  says  Pau 
Rioux,  executive  vice-president  at  Segs 
With  such  endorsements,  the  loss  o 
WMS  may  not  hurt  so  much  after  all 
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rotect  your  family  from  the  most  dangerous  animals  on  earth. 


or  over  40  years  Land  Rovers  have 
tood  up  to  irate  water  buffalo  and  out- 
naneuvered  entire  stampedes. 

So  there's  much  to  be  said  for  the 
lew  Discovery  when  confronted  by  the 
LUtomotive  wildlife  on  America's  roads. 

It's  the  first  family  4x4  that  comes 
vith  dual  airbags. 

What's  more,  with  its  superior  ABS 
ind  permanent  4-wheel  drive,  the 
discovery  provides  security  that  goes 
veil  bevond  the  front  seats. 


Particularly  with  our  steel  inner 
body  cage  and  massive  14-gauge  chassis 
surrounding  your  son,  daughter  and 
golden  retriever. 

What's  all  the  more  extraordinary  is 


DISCOVERY 

$28,9°° 


that  the  Discover)'  can  provide  this  kind 
of  security  on  virtually  any  kind  of 
terrain.  From  Amazon  trails  submerged 
in  water  to  the  sands  of  the  Kalahari, 
not  to  mention,  the  mud-covered  lot  at 
the  little  league  field. 

Why  not  call  1-800- FIXE  4 WD  for 
the  nearest  dealer? 

Starting  at  just  under  #29,000*  it's 
rather  modestly  priced. 

Especially  for  a  vehicle  intended  to 
keep  a  family  i  if  seven,  a  family  of  seven. 


II 


Parallel  processing  is  almost  as 
amazing  as  Nature  itself.  And  I  KM  is 
leading  the  way  with  parallel  servers 
for  both  the  System/390*8  and  UNIX 
environments. 

Like  Nature^  most  efficient 
creatures,  IBMs  parai  I  servers 
divide  up  tasks  to  accomplish  bigger 


jobs  quickly.  And  this  greater 
eflirieney  significantly  reduces  the 
total  cost  of 
computing. 

Scores  <>l 
microproces- 
sors inside  the 
servers  each  handle  parts  of  the  job 


IBM  and  System/390  are  registered  trademarks  and  POWERparallel  and  SP2  are  trademarks  of  International  Business  Machines 
UNIX  is  a  registered  trademark  of  UNIX  System  Laboratories,  Inc  ©1994  IBM  Corp 


(just  like  these  little  guys),  while  tl 
system  as  a  whole  coordinates  ai 
seamlessly  completes  the  proje»|b 
Everything  from  existing  applic  , 
tions  to  emerging  ones  like  da 
mining  and  video-on-demand. 

And  recent,  dramatic  IB 
breakthroughs  are  what  have  p  [ 

Corporation. 
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Announcing  IBM's  new  parallel  processing. 
Its  division  of  labor  conquers  bigger  jobs  for  smaller  costs. 


1  within  your  reach.  In  the 
:m/390  environment,  IBM's 
sive  new  S/390  Parallel  Sysplex 
nology  is  the  key  — adding 
rful  data-sharing  capability  to 
existing  system.  And  in  the 
K  environment,  the  new  IBM 
ERparallel  SP2  now  makes  hoth 


numeric-intensive  and  data-analysis 
processing  practical  for  your  system. 

Whichever  environment  you 
use,  your  current  investment  is 
protected— and,  indeed,  greatly 
enhanced. 

Only  IBM  has  the  innovation, 
the  resources  and  the  commitment 


to  customer  service  to  offer  you  this 
affordable,  unparalleled  choice  in 
parallel  technology. 

So  join  the  ranks  of  IBM  parallel 
processing  today.  By  dividing  the 
labor,  you'll  conquer  the  costs. 
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DERIVATIVES  I 


A  BLACK  HOLE  IN 
THE  BALANCE  SHEET 


A  spate  of  big  losses  from  derivatives  sparks  a  call  for  disclosure 


w 


hen  Procter  &  Gamble  Co. 
announced  in  April  that  it 
would  take  a  $102  million 
charge  for  losses  on  complex  deriva- 
tives contracts,  P&G  officials  admitted 
they  didn't  really  understand  what  they 
had  gotten  into.  But  it's  a  sure  bet  that 
no  one  was  more  surprised  than  in- 
vestors holding  stock  in  the  Cincin- 
nati company.  They  had  seen  only 
scant  mention  in  the  company's  financial 
statements  that  it  was  involved  with 
derivatives. 

Over  the  past  month  or  so,  there  has 
been  a  steady  flow  of  reports  of  deriva- 
tives losses,  which  has  provoked  a  de- 
bate over  whether  corporate  financial 
executives  are  taking  undue  risks.  Many 
major  corporations,  from  Colgate-Pal- 
molive Co.  to  Coca-Cola  Co.,  have 
derivatives  contracts  tied  to  hundreds  of 
millions— even  billions— of  dollars  in  as- 
sets. In  most  cases,  the  use  of  deriva- 
tives on  their  own  or  as  parts  of  com- 
plex financings  enables  companies  to 
hedge  business  risks,  boost  income  from 
investments,  and  lower  borrowing  costs. 
"Today,  you  can  create  anything  from 
any  kind  of  asset,"  says  Arvind  Sod- 
hani,  treasurer  of  Intel  Corp.  "You  can 
either  find  an  instrument  or  have  an  in- 
vestment bank  custom-tailor  it  for  you." 
But  in  some  cases,  the 
use  of  derivatives  can 
backfire— and  the  effects 
can  be  painful  and  swift. 

That,  in  turn,  is  fo- 
cusing new  attention  on 
whether  corporations 
are  adequately  disclos- 
ing their  derivatives  ac- 
tivities, especially  the 
risks  that  these  activi- 
ties may  involve.  <  )ne 
angry  shareholder  has 
already  sued  P&G's  top 
executives  over  the 
write-offs.  Despite  their 
immense  size,  deriva- 
tives and  associated 
products  are  almost 
nowhere  to  be  seen  in 


disclosure  documents.  They  are  a  kind  of 
shadow  world  of  corporate  finance,  one 
almost  as  large  as  that  of  disclosed  deal- 
ings, to  which  investors,  analysts,  and 
the  public  in  general  have  little  access. 
"Unless  you  know  deal  by  deal  what  ex- 
posures a  company's  taken,  you  don't 
know  what  they  are,"  says  Jacob  Navon, 
a  senior  vice-president  at  Boston  Co., 
whose  group  manages  $25  billion  in  cor- 
porate cash  accounts. 
swaps  and  caps.  Take  large  swap 
deals,  one  of  the  most  common  deriva- 
tives transactions.  They  allow  compa- 
nies to  restructure  their  cash  flows, 
shifting,  for  instance,  from  fixed-rate  to 
floating-rate  debt  payments.  Most  com- 
panies reveal  the  principal  amount  on 
which  the  swap  contracts  are  based. 
But  very  few  disclose  the  terms  of  the 
swaps  and,  more  important,  the  fact 
that  some  of  them  may  entail  sizable 
credit  risks  involving  the  party  on  the 
other  side  of  the  swap.  Linda  Bammann, 
an  executive  director  at  New  York-based 
SBCI  Swiss  Bank  Corp.  Investment  Bank- 
ing Inc.,  had  a  client  come  to  her  looking 
to  limit  the  company's  interest-rate  cost. 
She  put  together  a  package  of  14  differ- 
ent hedges,  largely  swaps,  caps,  options 
and  interest-rate  collars,  to  make  that 
possible.  But  the  full  impact  of  these 


4-4- 


|  I  ■ 


 j — i — 


transactions  does  not  appear  on  the  com'i 
pany's  balance  sheet.  To  gauge  a  com  k 
pany's  sensitivity  to  interest-rate  an(  ai 
currency  moves  today,  Bammann  say:  n 
financial  statements  are  not  enough!) 
"You  have  to  talk  to  [the  company's  fire 
nancial  executives]." 

Even  more  obscure  are  so-calle<0! 
structured  financial  products,  financia 
instruments  with  derivatives  attache<  | 
to  alter  their  yield  or  principal.  Becausi  in; 
they  are  packages  of  complex  financia; 
products,  they  are  more  complicated  an< 
harder  to  evaluate  than  straight  derivaa 


WHAT  COMPANIES  DO  . . . 

...  AND  WHAT  THEY  DISCLOSE 

SWAPS 

Companies  use  swaps,  which  often  last 
for  many  years  at  a  stretch,  to  restruc- 
ture their  cash  flows.  Often,  these  swaps 
expose  them  to  sizable  credit  risk. 

Many  companies  reveal  only  the 
principal  amount  underlying  the 
swaps  they  use.  They  rarely  describe 
the  terms  and  riskiness  of  the  swaps. 

STRUCTURED 
FINANCINGS 

Some  companies  use  structured  financ- 
ings for  as  much  as  a  third  of  their 
borrowings.  They  can  be  volatile  and 
may  expose  the  company  to  large  risks. 

Companies  usually  disclose  little 
about  structured  financings  other 
than  the  principal  amount  under- 
lying the  arrangements. 

STRUCTURED 
NOTES 

Companies  have  issued  billions  in 
complex  and  often  illiquid  structured 
notes  whose  interest  payments 
and  principal  can  fluctuate  wildly. 

DATA:  BUSINESS  WEEK 

Companies  often  say  virtually  noth- 
ing about  these  complex  investments. 
They  tend  to  be  lumped  into  the 
cash  account  on  the  balance  sheet. 
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>.  Some  companies  use  structured 
ucts  for  as  much  as  a  third  of  their 
icings.  Yet  only  a  small  number  of 
sanies  provide  any  details, 
ften  virtually  invisible  are  struc- 
d  notes  issued  by  companies,  typi- 

as  part  of  their  medium-term  note 
jams.  Both  issuers  and  buyers  of 
e  notes  can  find  them  to  be  very 
lid  investments  whose  interest  and 
Mpal  payments  can  fluctuate  wildly, 
many  companies  holding  them  sim- 
lump  them  into  the  cash  and  mar- 
ble securities  line  on  the  balance 
t,  leaving  the  impression  that  they 
as  safe  and  liquid  as  cash. 
IE  warning?  Regulators  are  now 
eting  the  disclosure  issue.  The  Se- 
ries &  Exchange  Commission  is  ex- 
ng  whether  corporations  are  suffi- 
Jy  warning  shareholders  of  potential 
>s.  The  Financial  Accounting  Stan- 
s  Board  has  issued  a  draft  proposal 

would  increase  disclosure  by  com- 
es. The  board  will  meet  with  banks, 
stment  companies,  insurers,  and  oth- 
orporations  in  June.  The  proposal 
lly  "a  small  step  forward,"  though, 
rding  to  Jeffrey  Mahoney,  assistant 
set  manager  at  fasb.  "Our  draft  cov- 
some  very  simple  exposures  we  be- 
■  companies  have  been  keeping  track 
iternally,"  he  says, 
any  large  corporations  devote  con- 


siderable attention  to  managing  their 
derivatives  exposures.  But  others  some- 
times get  in  over  their  heads  when  they 
use  derivatives  products,  as  the  spate  of 
write-offs  of  losses  over  the  past  couple 
of  months  suggest.  Regulators  argue 
that  requiring  companies  to  disclose 
more  information  might  cause  them  to 
stop  and  consider  whether  the  transac- 
tions are  too  risky. 

Even  companies  with  a  good  repu- 
tation for  disclosure  report  few  details 
about  their  use  of  derivatives.  Consider 
Colgate-Palmolive,  an  active  user  of 
swaps,  at  least  one  of  them  having  a 
term  as  long  as  30  years.  The  compa- 
ny's annual  10-K  report  and  its  report 
to  shareholders  reveal  that  about  a 
third  of  its  debt  has  interest-rate  or 
currency  swaps— or  both— attached.  Col- 
gate says  that  its  contracts  are  with 
high-quality  companies.  Still,  its  finan- 
cial reports  contain  no  mention  of  the 
credit  exposures  that  those  swaps  cre- 


"The  accounting  in  this 
stuff  is  still  underdeveloped, 
to  say  the  least,"  says 
Colgate's  Heidtke 


ate.  And  there  is  little  discussion  of 
these  contracts,  even  though  Colgate, 
like  every  other  company,  provides 
much  detail,  such  as  maturities,  about 
its  conventional  debt.  Colgate's  level  of 
disclosure  on  derivatives  deals  is  quite 
typical  of  most  major  companies.  Says 
Colgate  Treasurer  Brian  J.  Heidtke: 
"The  accounting  in  this  stuff  is  still 
underdeveloped,  to  say  the  least." 

Intel  is  another  case  in  point.  It  pro- 
vides a  broad  description  of  its  use  of 
derivatives  in  its  annual  report.  It  even 
talks  about  its  credit  exposure  on  deriva- 
tives. But  Intel  does  not  reveal  the  de- 
gree to  which  it  makes  sophisticated  use 
of  derivatives  and  structured  financial 
products  to  boost  the  yield  on  its  multi- 
billion-dollar  cash  account.  Treasurer  Sod- 
hani  refuses  to  say  what  he  earns  on 
the  company's  investments,  and  he  will 
not  discuss  some  of  his  current  financing 
plans  out  of  concern  that  other  compa- 
nies will  pick  up  on  them.  "We  do  some 
things  that  nobody  has  yet  discovered," 
he  says. 

PERC  PERFORMANCE.  Intel's  financial 
strategies  are  highly  complex,  if  the 
company's  past  money-management  prac- 
tices are  any  indication.  For  example, 
Intel  has  made  it  a  practice  to  buy 
percs,  a  type  of  convertible  preferred 
shares  issued  by  many  companies  in  re- 
cent years.  Intel  would  short  the  issuing 
company's  common  stock,  buy  a  put  on 
the  stock  at  the  conversion  price  for  the 
PERC,  and  wind  up  with  an  asset  whose 
principal  was  fixed  and  whose  yield  was 
high. 

A  significant  part  of  the  controversy 
surrounding  disclosure  concerns  struc- 
tured notes.  Experts  say  close  to  $50 
billion  in  structured  notes  was  issued 
by  companies  in  1993  alone— and  institu- 
tional investors  of  all  kinds  have  pur- 
chased them.  Boston  Co.'s  Navon  says 
about  15%  of  the  assets  his  group  man- 
ages are  in  structured  notes.  The  notes' 
returns  can  be  extremely  hard  to  pre- 
dict. One  typical  structure:  a  l'^-year 
note  where  the  coupon  payments  are 
set  at  some  fixed  rate  minus  the  Ger- 
man interbank  loan  rate.  Such  a  note, 
with  the  payments  equal  to  the  reverse 
of  some  variable  rate,  is  known  as  an  in- 
verse floater,  and  the  coupon  rate  on 
that  security  can  abruptly  fall  to  zero  if 
market  rates  rise. 

Financial  reports  aren't  very  helpful 
in  gauging  the  risks  of  such  transac- 
tions. Issuers  typically  say  little  if  any- 
thing about  their  outstanding  structured 
notes.  And  many  companies  that  buy 
structured  notes  as  a  way  to  earn  high 
returns  on  their  cash  accounts  simply 
include  them  in  the  "cash  and  marketable 
securities"  line  on  their  balance  sheets. 

Some  companies  are  reluctant  to  dis- 
close derivatives  dealings  for  competi- 
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tive  reasons.  They  usually  include  com- 
panies that  have  set  up  their  treasury 
departments  as  profit  centers.  Profit- 
oriented  corporate  treasurers  typically 
feel  that  if  they  were  forced  to  reveal 
details  about  how  they  are  making  mon- 
ey exploiting  inefficiencies  in  the  market, 
others  would  jump  in  and  copy  the 
trade,  and  the  profits  would  eventually 
disappear. 

There  are,  however,  a  few  companies 
that  have  been  very  outgoing  about  dis- 
closing their  derivatives 
transactions.  One  example 
is  CIT  Group,  the  Liv- 
ingston (N.J.)  leasing 
company  owned  by  Chem- 
ical Bank  and  DaiTchi 
Kangyo  Bank.  CIT,  whose 
stock  is  not  publicly 
owned,  says  little  in  its. 
annual  report.  But  its 
10-K  filing,  which  covers 
two  publicly  traded  note 
issues,  describes  in  detail 
the  effect  of  the  compa- 
ny's use  of  swaps  and 
structured  products.  The 
disclosure  includes  its 
weighted  average  interest 
rate  on  fixed-rate  and 
floating-rate  debt  with 
and  without  the  effect  of 
swaps.  It  also  reveals  the 
length  of  the  contracts 
and  the  currencies  to 
which  CIT  is  exposed. 
Says  Chief  Financial  Offi- 
cer Joseph  J.  Carroll:  "We 
are  publicly  owned  from 
a  debt  point  of  view,  and 
we  feel  people  have  a 
right  to  know  what  we  do." 

CIT  Group  is  an  enthusiastic  user  of 
structured  products.  It  is  strict  about 
using  derivatives  only  as  hedges,  ac- 
cording to  Corinne  Taylor,  senior  vice- 
president  and  treasurer.  CIT  has  a  2% 
limit  on  risk:  If  the  company's  net  in- 
terest margin  is  $500  million,  it  won't 
do  anything  that  would  put  more  than 
$10  million  at  risk.  "We  don't  take  bets— 
ever,"  she  says.  But  when  it  comes  to  us- 
ing structured  financial  tools  to  cut  costs, 
CIT  is  aggressive. 

RISK  FREE.  A  recent  transaction  typifies 
CIT's  creative  but  relatively  risk-free  use 
of  structured  products.  The  company 
lioirowed  $25  million  for  two  years  at  22 
basis  points  over  the  two-year  Treasury 
bill  rate  using  a  structured  financing,  a 
rate  18  basis  points  lower  than  it  would 
have  had  to  pay  to  simply  borrow  at  a 
fixed  rate.  To  get  the  low  rate,  CIT  first 
borrowed  $25  million  from  an  investor 
and  paid  a  rate  of  13.5%  minus  the 
three-month   Italia  i   interbank  rate. 


which  is  variable.  Then  it  entered  into  a 
swap  with  Chase  Manhattan's  securities 
subsidiary  in  which  CIT  paid  Chase  fixed- 
rate  payments  equal  to  22  basis  points 
over  Treasuries,  while  Chase  paid  CIT 
variable  payments  at  13.5%  minus  the 
three-month  Italian  interbank  rate.  In 
effect,  CIT  passes  along  to  the  investor 
the  variable-rate  payments  it  receives 
from  Chase.  CIT  does  not  disclose  this 
particular  deal  in  its  10-K,  but  it  does 
describe  in  detail  a  hypothetical  medium- 
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term  note  issue  that  resembles  this 
financing. 

Also  relatively  forthcoming  is  Coca- 
Cola.  While  the  company  does  not  dis- 
cuss its  credit  risk  from  derivatives,  it 
does  describe  its  approach  to  hedging 
and  its  losses  from  hedging. 

The  Atlanta  company  is  an  active 
user  of  complex  financial  products,  how- 
ever, a  fact  that  is  not  readily  apparent 
from  its  public  disclosures.  Coke  started 
formal  risk  management  in  1980  when 
foreign  currency  and  risk-management 
functions  were  combined.  In  1986,  it 
started  using  swaps  and  in  1988  became 


Some  companies  are 
reluctant  to  disclose 
derivatives  dealings  for 
competitive  reasons 


one  of  the  first  corporate  users  of  of 
tions.  In  its  1993  financial  statement: 
Coke  reported  that  it  lost  $29  millio 
(pretax)  on  hedges.  But  the  compan 
added  that  the  loss  was  offset  by  gain 
on  the  instruments  being  hedged. 

Some  banks  and  thrifts  are  being  n 
quired  to  disclose  more  than  they  oncj 
did  about  derivatives  transactions.  Firs 
Union  Corp.  in  Charlotte,  N.  C,  provide, 
several  pages  of  discussion  of  deriv^ 
tives  usage  in  its  1993  annual  repoH 
for  example.  Greater  dis^ 
closure  by  banks  is  waij 
ranted,  say  regulator 
because  problems 
banks  can  have  a  wide 
impact  than  those  at  coi 
porations.  Comptroller 
the  Currency  Eugene  A 
Ludwig,  has  called  for 
closer  look  at  banks'  us 
of  so-called  exotic  derivs 
tives.  He  points  out  tha 
if  a  corporation  lose 
money,  it  has  to  dei 
with  unhappy  employee; 
but  if  a  bank  loses  mor 
ey,  it  is  directly  conned  - 
ed  to  the  payments  sy 
tern,  and  its  problems  c; 
spread  rapidly.  And  prol 
lems  are  clearly  possibk 
Ludwig  describes  a  ban 
with  less  than  $200  mi 
lion  in  assets  that  has 
structured  note  in  its  ir 
vestment  portfolio  whos 
interest  rate  is  tied 
the  performance  of  th 
Deutschemark  and  th 
Spanish  peseta  vs.  th 
dollar.  Says  Ludwig:  "We  are  not  coi 
vinced  that  they  have  this  instrumer 
for  legitimate  hedging  purposes  or  thz 
they  understand  it."  The  initial  interes 
rate  on  this  note  was  9%,  but  it  is  cui 
rently  paying  no  interest— and  it  hg 
lost  20%  of  its  market  value. 

Many  companies  put  derivatives  an 
other  structured  products  to  good  us< 
Indeed,  many  would  find  themselve 
with  more  risk  if  they  did  not  use  th 
complex  products  to  offset  their  expc 
sures  to  fluctuations  in  currency  and  e: 
change  rates.  Rather  than  try  to  lim 
what  they  reveal,  the  growing  numbe 
of  companies  that  use  derivatives  woul  It 
do  well  to  inform  investors  of  the  risks- 
and  virtues— of  their  new  strategies, 
not,  and  if  P&o's  problems  are  mirrore 
elsewhere,  they  run  the  risk  that  regi 
lators  will  make  harsher  demands. 

By  Kelley  Holland  in  New  York,  wit 
William  Glasgall  in  New  York,  Man 
Mallory  in  Atlanta,  and  Rick  Melcher  cm 
Greg  Burns  in  Chicago 
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HE  PETER  IYNCH 
IF  BONDS? 


g  investors  love  Bill  Gross, 
on  small  ones  may,  too 


SS:  THE  MARATHON  RUNNER  HAS  A  20-YEAR  ENDURANCE  RECORD  IN  THE  BOND  MARKET 


attled  by  this  year's  volatile  bond 
P  market?  Relax,  says  William  H. 
&  Gross,  one  of  the  country's  lead- 
bond  investors  and  the  managing 
ctor  of  Pacific  Investment  Manage- 
it  Co.  (PIMCO).  Gross  likens  the  bond 
ket  that's  emerging  to  a  placid  creek 
ire  he  played  as  a  child  in  Middle- 
n,  Ohio.  The  people  along  its  banks, 
>  Gross,  "won't  need  levees  or  sand- 
3."  And,  he  adds,  this  creek  "won't 
;ter  lives." 

lot  everybody  thinks  there's  a  kind- 
gentler  bond  market  ahead.  But  $55 
m— mainly  pension  money  from  blue- 
corporations,  state  and  local  govern- 
its,  and  even  a  few  foreign  central 
ks— believes  he's  right.  And  for  good 
>on.  Gross,  50,  a  soft-spoken  mara- 
t  runner,  is  one  of  the  founders  and 
mastermind  of  an  investment  firm 
;  has  speed  and  endurance.  Since 
[,  PIMCO  has  earned  an  annual  aver- 
return  of  11.1%,  vs.  9.6%  for  the 
man  Brothers  Government/Corpo- 
i  Bond  Index.  In  the  tortured  first 
rter  of  1994,  PIMCO  was  down  2.8%, 
the  index  fared  worse,  off  3.1%. 
RE  VISIBLE.  Winning  by  a  percentage 
it  is  no  big  deal  in  stocks,  but  it 
ces  for  heroes  in  bonds.  That's  why 
SS  is  known  as  the  Peter  Lynch  of 
ds.  "It's  hard  to  add  value  to  a  bond 
tfolio  without  increasing  volatility," 
s  Kathleen  A.  Crowley,  vice-presi- 
t  of  Stratford  Advisory  Group  Inc.,  a 
sion  consulting  firm.  "But  Bill  Gross 
his  team  manage  to  do  it." 


Gross  is  little  known  to  individual  in- 
vestors, since  it  takes  a  cool  $75  million 
to  open  a  separately  managed  account 
with  PIMCO.  That's  steep  even  for  many 
pension  funds,  which  can  opt  for  PIMCO's 
mutual  funds,  where  the  minimum  is 
just  $500,000.  PIMCO  lets  individuals  with 
$1,000  into  the  funds  if  they  come  via 
one  of  four  discount  brokerage  firms 
that  take  care  of  record-keeping  PIMCO 
doesn't  do.  Gross  also  manages  Harbor 
Bond  Fund  for  Harbor  Capital  Advisors. 
That  fund  earned  a  top  rating  for  five- 
year  risk-adjusted  performance  in  the 
1994  business  week  Mutual  Fund 
Scoreboard.  But  with  only  $167  million, 
Harbor  Bond  is  a  relatively  undiscov- 
ered property. 

Now,  Gross  is  becoming 
more  visible.  In  the  next 
few  months,  PIMCO  and  four 
smaller  units  of  parent  Pa- 
cific Mutual  Life  Insurance 
Co.  are  expected  to  merge 
with  Thomson  Advisory 
Group  LP,  a  master  limited 
partnership  that  trades  on 
the  Big  Board,  to  form  PIM- 
CO Advisors  LP.  Thomson, 
which  is  based  in  Stamford, 
Conn.,  with  $11  billion  in 
managed  assets,  is  mainly 
an  equity  manager,  while 
PIMCO,  which  will  remain 
in  Newport  Beach,  *  'alii'.,  is 
mostly  bonds.  Gross  says 
that  he  hopes  to  reach 
out  to  individual  investors 
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14.0% 
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1985 
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1986 
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15.6 

1987 

4.1 
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1988 

9.5 
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1989 

14.5 
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1990 
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1991 

18.1 

16.1 
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9.0 

7.6 

1993 

12.2 

11. 0 

1994  (1Q) 

-2.8 

-3.1 

DATA:  PACIFIC  INVESTMENT  MANAGEMENT  CO 

through  Thomson's  mutual-fund  arm. 

The  merger  will,  for  the  first  time,  al- 
low the  public  to  invest  in  the  bond 
whiz  himself.  In  the  merger,  units  in 
the  Thomson  partnership,  which  now 
sell  at  35%  and  pay  a  $2.40-a-year  distri- 
bution, will  convert  to  PIMCO  Class  A 
units  with  a  $3.75  payout.  Considering 
the  higher  payout,  the  PIMCO  units  could 
jump  30%  if  the  deal  is  completed.  The 
combined  firm  should  have  annual  reve- 
nues of  about  $250  million. 

Star  stock-pickers  such  as  Peter 
Lynch  excel  by  zeroing  in  on  a  compa- 
ny's business  and  ignoring  the  economy 
and' interest  rates.  But  macroeconomics 
drives  the  bond  market,  so  Gross's  in- 
vestment process  starts  with  a  two-  to 
three-year  economic  outlook,  which  he 
and  his  investment  staff  of  40  thrash 
out  annually  in  week-long  sessions.  Gross 
recognizes  that  the  stronger  U.  S.  econ- 
omy is  pushing  up  interest  rates,  but 
he  believes  disinflationary  forces— such 
as  corporate  downsizing,  high  debt,  and 
cheap  labor— will  keep  inflation  in  check. 
Long-term  rates,  he  figures,  will  fluctu- 
ate between  6%  and  8%. 

Unlike  some  bond  managers,  Gross 
never  makes  big  bets  on  the  direction  of 
interest  rates.  Instead,  he  makes  many 
small  bets  on  many  sectors  of  the  bond 
market  when  the  odds  are  in  his  favor. 
That's  a  skill  he  honed  as  a  young  man, 
when  he  parlayed  $200  into  $10,000  in 
several  months  playing  blackjack  in  Las 
Vegas.  PIMCO  was  early  to  incorporate 
mortgage  securities,  bond  futures,  and 
non-U.  S.  bonds  into  its  portfolios  and 
reaped  extra  returns  because  of  it. 
opportunity  knocked.  Now,  antici- 
pating more  stable  rates,  Gross  is  em- 
phasizing yield  over  liquidity,  boosting 
returns  by  buying  illiquid  private  place- 
ments. And,  he  says,  when  rates  are 
unlikely  to  plunge,  callable  bonds— 
which  have  higher  yields  than  noncall- 
ables— are  smart  plays,  too.  He's  also 
opportunistic:  In  the  wake 
of  the  global  bond  rout, 
he  scooped  up  $5  billion 
in  European  bonds. 

One  reason  for  PIMCO's 
success  was  Gross's  early 
embrace  of  high-tech  bond- 
picking  techniques.  But 
competitors  are  catching 
up.  Still,  "computers  and 
statistics  carry  you  just  so 
far,"  says  consultant  James 
R.  Hamilton  of  Hamilton 
&  Co.,  who  first  brought 
a  client  to  PIMCO  in  1978. 
"Then,  you  have  to  make  a 
judgment."  As  long  as  PIM- 
CO has  Bill  Gross,  it  should 
have  an  edge. 

By  Jeffrey  M.  Laderman 
in  New  York 
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FOUNDATION  HEALTH 
PICKS  UP  ITS  BED 
AND  WALKS 


The  past  nine  months  have 
brought  a  terrific  recovery  at 
Foundation  Health,  a  provider  of 
managed  care  to  more  than  3.4  mil- 
lion people.  After  losing  a  massive  fed- 
eral contract  for  Hawaii  and  Califor- 
nia last  July  that  had  accounted  for 
about  40%  of  its  revenues,  Founda- 
tion's stock  plummeted  from  35  to  18 
in  a  matter  of  days.  But  Chairman  and 
CEO  Daniel  Crowley  pushed  to  broaden 
the  company's  nongovernment  busi- 
ness of  providing  one-stop  health-care 
shopping.  Result:  Profits  have  surged, 
and  the  stock  has  soared  to  41. 

With  such  a  phenomenal  rebound, 
has  Foundation  reached  its  peak?  Not 
by  a  long  shot,  say  some  big  inves- 
tors who  snapped  up  additional  shares 
when  the  stock  plunged.  These  include 
T.  Rowe  Price,  which  increased  its 
stake  to  10%,  and  Mutual  Series  Mutu- 
al Fund,  now  a  5%  stakeholder. 

In  spite  of  the  stock's  bounce-back, 
the  "valuation  of  Foundation  remains 
compelling,  and  we  are  retaining  our 
buy  rating  on  the  shares,"  says  Margo 
L.  Vignola,  a  health-care  analyst  at 
Salomon  Brothers.  She  notes  that 
Foundation's  rapid  internal  growth, 
combined  with  its  acquisitions  of  other 
companies,  more  than  made  up  for  the 
loss  of  its  five-year,  $3.5  billion  con- 
tract for  Civilian  Health  &  Medical 
Programs  for  Uniformed  Services. 
prognosis  good.  In  a  matter  of  days, 
the  company  is  expected  to  announce 
the  acquisition  of  a  company  that  pro- 
vides a  24-hour-a-day  emergency  ser- 
vice to  care  for  job-related  injuries. 
There  are  also  whispers  that  Founda- 
tion will  shortly  sign  a  strategic  alli- 
ance with  a  larger  health-care 
corporation.  On  May  4,  Foundation  an- 
nounced the  signing  of  a  two-year  Med- 
icaid contract  to  provide  managed-care 
dental  coverage  in  Hawaii. 

Through  its  subsidiaries,  Foundation 
offers  group,  individual.  Medicare,  and 
Medicaid  HMO  plans— including  dental, 
eye,  and  prescription-drug  services. 

Foundation  is  still  trading  near  the 
bottom  of  its  peer  group  in  terms  of  its 
price-earnings  multiple.  Its  current  p-e 
is  14  vs.  a  group  average  of  20. 

Foundation  surprised  analysts  when 
it  announced  the  -results  for  its  fiscal 
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third  quarter  ended  Mar.  31.  Earnings 
came  in  at  68<f  a  share,  up  from  expec- 
tations of  63<t.  Consequently,  Vignola 
has  raised  her  estimate  for  the  year 
ending  June  30,  1994,  from  $2.65  a 
share  to  $2.77.  Her  fiscal  1995  estimate 
is  $3.10.  Revenues  are  expected  to  rise 
to  $1.8  billion  in  1995,  up  from  1994's 
estimated  $1.7  billion. 


IS  BANKERS  TRUST 
PAST  ITS  PEAK? 


Shares  of  Bankers  Trust  have 
been  on  the  rebound,  despite  ad- 
verse publicity  over  its  proprie- 
tary trading  in  securities  and  deriva- 
tives. The  stock  has  climbed  in  recent 
days  to  69,  up  from  65.  But  don't  bank 
on  further  advances,  warn  some  pros. 
They  worry  that,  since  these  activities 
account  for  87%  of  earnings,  results 
for  1995  will  be  volatile. 

"The  stock  deserves  the  lowest 
price-earnings  multiple  in  the  banking 
industry  because  of  the  high  risk  that 
it  presents  to  investors,"  says  veteran 
analyst  George  Salem  of  Prudential 
Securities.  He  thinks  the  price  will 
tumble  to  the  50s.  So  he  recommends 
selling  the  stock. 

Bears  note  that  Bankers  Trust  is  in 
the  midst  of  a  controversy  over  its  de- 
rivatives business.  Government  regula- 
tion, which  could  curtail  the  volume 
of  these  highly  sophisticated  business- 
es, is  currently  being  talked  about  in 
the  U.  S.  and  countries  overseas,  they 
warn.  The  Securities  &  Exchange  Com- 
mission is  said  to  be  probing  the  im- 
pact of  such  derivatives  on  certain 
shareholders  of  companies  that  have 


suffered  losses.  Furthermore,  Standard 
&  Poor's  has  put  some  $5.6  billion  ol 
Bankers  Trust  debt  on  credit  watch 
because  of  its  heavy  reliance  on  pro 
prietary  trading. 

Salem  cautions  that  other  factors 
will  likely  contribute  to  an  earnings 
contraction  at  Bankers  Trust.  The  com 
pany,  he  expects,  will  have  to  provide! 
a  loan-loss  provision  of  about  $30  mil-L 
lion  per  quarter  just  for  possible  rou- 
tine losses.  And  he  sees  fewer  gains  oni 
asset  sales  and  a  flattening-out  of  rev- 
enues from  selling  fewer  derivatives 
Therefore,  Salem  predicts  flat  quar- 
terly earnings  ahead.  He  says  1995 
earnings  are  "virtually  impossible  to 
predict"  because  of  Bankers  Trust's  de- 
pendence on  derivatives.  A  spokesman 
said  investors  should  not  overlook  the 
fact  that  proprietary  trading  has  been 
profitable  over  the  years. 


BIG  DOLLARS  FROM 
WINSTAR  DIALING 


Winstar  Communications,  once 
a  tiny  speck  in  the  long-dis 
tance  business,  has  suddenly 
become  a  potential  major  player  in  the 
nation's  rapidly  growing  telecommuni- 
cations industry.  Its  acquisition  in  Feb 
ruary  of  the  right  to  buy  80%  of  Avant 
Garde  Communications  "has  radically 
changed  the  company,"  says  investment 
adviser  Tom  Fendrich  of  Fendrich  Asso- 
ciates Institutional  Research. 

Avant-Garde  owns  microwave-radio 
licenses  to  deliver  voice,  data,  and  vid- 
eo services  over  200  megahertz  of  ex- 
clusive bandwidth  capacity  in  30  of  the 
nation's  top  markets,  including  Atlanta, 
Dallas,  Los  Angeles,  New  York,  and 
Washington,  says  Fendrich.  He  figures 
these  licenses,  which  could  be  used  by 
Winstar  for  competitive-access-provid- 
er (CAP)  phone  services  in  metropolitan 
areas,  are  worth  $25  a  share  in  Win- 
star stock  based  on  the  price  of  com- 
parable licenses  that  Nynex  recently 
purchased.  CAP  lets  customers  bypass 
the  local  telephone  company  in  con- 
necting to  long-distance  service.  Win- 
star is  currently  a  low-cost  reseller  of 
long-distance  services  to  businesses 
and  homes  in  the  U.  S. 

Fendrich  figures  that  the  stock,  now 
trading  at  is  significantly  under- 
valued, with  a  potential  to  rise  to  15  in 
the  next  two  years.  He  expects  Win- 
star will  start  making  money  in  the 
year  ending  Feb.  28,  1995,  with  a  prof- 
it of  10<P  a  share.  In  1996,  earnings 
should  to  rise  to  65<F,  he  figures. 
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TELECOMMUNICATIONS  I 


CLINTON'S  LIGHTNING  ROD 
AT  THE  FCC 


Pushing  the  President's  vision,  Chairman  Hundt  draws  sparks 


■  n  late  March,  Reed  E.  Hundt  had  to 
I  make  a  choice.  The  new  Federal 
B  Communications  Commission  chair- 
man could  go  to  the  National  Association 
of  Broadcasters  annual  convention  in 
Las  Vegas,  a  de  rigueur  appearance  for 
an  FCC  chief.  Or  he  could  fly  to  a  confer- 
ence in  Buenos  Aires  on  the  develop- 
ment of  telephone  infrastructures  in  the 
Third  World,  something  that  could  help 
U.  S.  telecommunications  companies  ex- 
pand overseas.  Hundt  opted  to  head 
south  and  even  persuaded  his  old  prep 
school  chum,  Vice-President  Al  Gore,  to 
show  up  at  the  Argentina  meeting. 

Some  broadcasters  were  outraged  at 
the  snub,  joining  cable  operators  and 
telephone  earners  in  a  chorus  of  growing 
dismay  over  Hundt.  The  flaunting  of 
tradition  was  just  one  more  goad  to  the 
critics  who  have  attacked  the  45-year-old 
antitrust  litigator  since  he  was  confirmed 
by  the  Senate  last  November.  But  the 
trip  to  a  conference  on  emerging  mar- 
kets represents  Hundt's  eagerness  to 
make  the  communications  industry  an 
engine  for  economic  prosperity.  His  mis- 
sion, as  he  puts  it,  is  to  "fashion  a  regu- 
latory environment  that  stimulates  pri- 
vate investment,  leading  to  robust 
economic  growth  and  challenging  new 
jobs  in  the  communications  sector." 

That  goal  will  be  Hundt's  guide  as 
he  ushers  in  a  fresh  era  of  competition 
for  the  telecommunications  industry.  He 
wants  to  make  sure  a  new  wireless 
phone  service  will  be  able  to  have  the  fi- 
nancial muscle  to  compete  with  exist- 
ing cellular  service.  He  is  mulling  new 
rules  for  broadcasters  so  that  they  can 
compete  more  effectively  with  cable  and 
phone  companies.  And  he  will  be  in 
charge  of  guiding  the  phone  industry 
toward  more  competition.  The  blueprint 
for  this  will  be  legislation  that  Congress 
is  expected  to  pass  this  summer— the 
first  major  change  in  the  nation's  com- 
munications laws  in  60  years. 

So  far,  Hundt  has  moved  with  a  delib- 
eration that  can  be  seen  as  sensible  or 
obstructionist,  depending  on  the  viewer. 
"We  worry  that  he  wants  to  reinvent 


the  wheel  with  every 
new  issue  that  comes 
along,"  says  one  tele- 
phone-industry exec- 
utive. One  of  Hundt's 
first  actions  since 
taking  office,  for  ex- 
ample, was  to  delay 
the  auction  of  licens- 
es for  the  wireless 
service  called  per- 
sonal communications 
service  (PCS)  so  he 
could  study  the  is- 
sues. The  auction, 
first  scheduled  for 
early  1994,  is  now 
tentatively  expected 
to  go  forward  this 
summer  or  fall.  Po- 
tential operators  wor- 
ry the  delay  could 
cause  them  to  fall 
way  behind  in  the 
wireless  wars.  But 
Hundt  says  the  issue 
is  too  complex  to 
rush:  "I  worry  that 
five  years  from  now, 
when  my  term  is  up, 
I'll  say,  'Boy,  was  this 
decision  a  mistake.' " 
Such  cautiousness 
should  he  commend- 
ed, Hundt's  support- 
ers assert.  "This  is 
not  a  man  propelled 
by  emotion  or  im- 
pulse," says  Clarence 
L.  Irving  Jr.,  head  of 
the  National  Tele- 
communications & 
Information  Administration,  part  of  the 
Commerce  Dept.  "He  believes  in  his  in- 
tellect and  that  reasonable  people  will 
see  the  logic  of  his  ways." 
OLD  YALIES.  At  first  blush,  Hundt  might 
seem  an  odd  choice  for  the  job,  and  he 
wasn't  the  White  House's  first  pick. 
President  Clinton  had  intended  to  nomi- 
nate Antoinette  D.  Cooke,  a  Washington 
communications  attorney.  But  she  with- 


HUNDT  MAY 
OVERSEE  A  HUGE 
PHONE-INDUSTRY 
OVERHAUL 


drew  from  consideration  over  questioi 
about  her  involvement  in  a  1980s  rad 
deal.  Hundt  wasn't  even  the  obvioi 
backup.  In  his  20  years  in  the  Washin 
ton  office  of  Los  Angeles-based  Latha 
&  Watkins,  he  only  represented  coi  $v 
munications  clients  on  antitrust  mattei  ( 

But  Hundt  shares  the  Administr 
tion's  core  belief  that  high-tech  indt  || 
tries  must  play  a  key  role  in  the  econ  i. 
my's  future.  It  helped  that  he  has  clo 
personal  ties  to  both  Bill  Clinton,  a  Ys 
University  Law  School  classmate,  ai  j 
Gore.  Those  ties,  however,  have  raisi 
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>rows,  especially  among  Republicans 
want  the  independent  regulatory 
icy  to  be  truly  independent.  Repre- 
ative  Jack  Fields  (R-Tex.),  the  rank- 
Republican  on  the  House  telecom- 
ications  subcommittee,  has  blasted 
dt  as  a  "political  puppet." 
motes.  Hundt  denies  the  charge,  but 
e's  no  denying  that  he  and  Gore 
i  been  close  since  their  days  togeth- 
it  Washington's  St.  Albans  prep 
ol.  The  FCC  chief  says  he  talks  to 
i  every  few  weeks,  although  he  in- 
i  they  don't  discuss  specific  matters 
ling  before  the  agency, 
nd  he  does  win  praise  in  Washing- 


knowledge  of  complex  technology.  Hundt 
sees  one  of  his  main  missions  as  making 
sure  that  U.  S.  companies  have  access  to 
the  many  tightly  regulated  telecommuni- 
cations markets  abroad.  In  early  April, 
Hundt  met  with  Canadian  officials  to 
discuss,  among  other  things,  allowing 
U.  S.  direct-broadcast  satellite  compa- 
nies to  serve  Canada.  The  FCC  will  be 
working  with  the  International  Telecom- 
munications Union  to  make  worldwide 
frequencies  available  for  new  satellite 
phone  services.  And  Hundt  has  been  ac- 
tive in  helping  Third  World  countries 
develop  telecommunications  infrastruc- 
tures, figuring  such  progress  will  open 


QUESTIONS  THAT  KEEP 
REED  HUNDT  UP  AT  NIGHT 

BROADCASTING  Should  the  FCC  allow  broad- 
casters to  use  part  of  their  spectrum  for  servic- 
es such  as  data  communications,  rather  than 
just  for  HDTV?  Should  restrictions  be  removed 
that  limit  the  number  of  stations  the  networks 
can  own? 

WIRELESS  How  should  the  agency  shape  the 
market  for  a  new  form  of  wireless  communica- 
tions called  personal  communications  services? 
Also,  the  FCC  must  decide  how  to  auction  off 
PCS  licenses. 

TELECOMMUNICATIONS  Should  U.S.  telecom 
markets  be  made  open  to  foreign  competition 
only  if  they  also  have  greater  access  to  foreign 
markets?  Also,  the  FCC  is  looking  for  ways  to 
encourage  Third  World  countries  to  develop 
telecom  infrastructures  that  would  use  U.S. 
equipment  and  services. 

ACCESS  How  can  regulators  make  sure  that  uni- 
versal access  to  phone  service  is  maintained  as 
the  communications  industry  changes  and 
evolves? 

INTERNAL  ISSUES  How  can  the  FCC  install 
state-of-the-art  equipment,  everything  from 
phones  to  computers,  so  that  it  can  better  deal 
with  growth  in  the  businesses  it  oversees? 


for  being  more  than  a  political  crony, 
ighly  analytical  lawyer,  he  is  known 
poring  over  the  details  of  issues 
lout  losing  sight  of  the  big  picture, 
a  recent  hearing  on  Capitol  Hill,  he 
vered  a  barrage  of  technical  ques- 
s  on  such  issues  as  universal  ser- 
:  without  consulting  notes  or  aides, 
us  far,  he  has  not  ducked  any  of  the 
?h  questions,"  says  Representative 
vard  J.  Markey  (D-Mass.),  chairman 
he  House  telecommunications  and  fi- 
ce  subcommittee. 

[is  job  encompasses  more  than  just  a 


up  new  markets  for  U.  S.  companies. 

The  FCC  chairman's  role  as  an  industry 
advocate  overseas  was  obscured  by  the 
blasting  he  took  at  home  for  the  agency's 
decision  in  March  to  cut  cable  rates  by 
7%.  The  cable  industry  blamed  him  for 
killing  two  big  deals,  Bell  Atlantic's  $21.4 
billion  acquisition  of  Tele-Communica- 
tions and  Southwestern  Bell's  $4.9  bil- 
lion joint  cable-TV  venture  with  Cox  En- 
terprises. Hundt  insists  the  rate  decision 
was  actually  a  boon  to  the  industry  be- 
cause it  permits  cable  operators  to 
charge  consumers  the  cost  of  new  chan- 


nels plus  7.5%,  while  the  old  rules  limit- 
ed fees  for  new  channels  to  the  average 
cost  of  the  system's  channels.  ■ 

But  his  defense  falls  largely  on  deaf 
ears.  As  Senate  Minority  Leader  Bob 
Dole  of  Kansas  put  it:  "I  can  assure 
[Hundt]  that  these  deals  are  not  being 
called  off  just  to  embarrass  him." 

Hundt  hasn't  won  much  support  for 
his  reasoning  behind  the  delay  in  the 
PCS  auction,  either.  Under  the  original 
PCS  proposal,  as  many  as  seven  licenses 
would  be  awarded  in  each  operating  re- 
gion. But  Hundt  thinks  the  industry 
could  be  launched  faster  by  giving  out 
fewer  licenses,  which  presumably  would 
go  to  deep-pocketed  bidders.  "It's  very 
important  that  we  grant  licenses  that 
provide  economies  of  scale,"  he  says. 

Hundt's  move  could  backfire,  though, 
by  postponing  the  issuance  of  any  li- 
censes, handing  the  advantage  to  wire- 
less technologies  ready  to  go  now.  The 
auction  delay  "is  starting  to  undermine 
investor  confidence,"  frets  Thomas  A. 
Stroup,  former  president  of  the  Person- 
al Communications  Industry  Assn. 
fertilizing  mission.  Not  all  of  Hundt's 
actions  have  met  with  criticism.  He 
backs  legislation  that  would  give  broad- 
casters more  flexibility  in  the  way  they 
use  additional  spectrum  space  first  allo- 
cated in  1991.  The  measure  would  give 
the  FCC  the  power  to  decide  what  new 
services  broadcasters  could  provide, 
from  interactive  channels  to  data  trans- 
mission. "This  is  crucial  to  our  survival 
as  an  industry  in  the  future,"  says  Jef- 
frey Bauman,  general  counsel  for  the 
National  Association  of  Broadcasters.  To 
give  broadcasters  an  additional  boost, 
Hundt  is  considering  expanding  the  num- 
ber of  stations  a  network  may  own,  thus 
enhancing  their  ability  to  distribute  pro- 
gramming. "I  just  want  to  do  what  we 
can  to  create  the  conditions  that  will 
help  broadcasters  flourish,"  the  chair- 
man says. 

The  pending  legislation  also  would 
overhaul  phone  service.  The  FCC  would 
supervise  the  growth  of  competition  for 
the  local  network  in  return  for  letting 
the  Baby  Bells  reenter  the  $60  billion 
long-distance  business.  But  that  won't 
be  allowed  until  their  local  rivals,  in  the 
FCC's  view,  are  strong  enough  to  pre- 
vent the  Bells  from  subsidizing  long-dis- 
tance business  with  local  revenues. 

All  these  decisions  are  sure  to  gener- 
ate more  controversy.  But  the  FCC  chief 
says  he  is  only  looking  to  strengthen 
the  communications  industry.  "After  all, 
I  have  a  20-year  history  of  being  in  fa- 
vor of  competition,"  he  says.  "That's 
what  we  antitrust  lawyers  are  always 
arguing  for."  Still,  any  change  in  the 
status  quo  can't  help  but  antagonize 
some  competitors. 

By  Mark  Leivyn  in  Washington 
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amdahl  escapes  'death 
valley;  but  how  what? 


The  computer  maker  is  profitable  again,  but  the  future  looks  dicey 


■  t  looked  like  the  end  of 

I  the  world.  In  September, 

■  1993,  recalls  E.  Joseph 
Zemke,  chief  executive  of 
mainframe  computer  maker 
Amdahl  Corp.,  sales  simply 
dried  up.  Already  buffeted 
by  smaller,  cheaper  ma- 
chines, Amdahl  had  nothing 
on  its  order  books.  "It  was 
like  Death  Valley,"  Zemke 
recalls.  "I  still  don't  know 
what  happened."  But  he 
knew  what  to  do:  hunker 
down,  close  factory  lines, 
and  slash  the  workforce  for 
the  third  time  in  nine 
months. 

The  bitter  medicine 
worked.  The  Sunnyvale  (Cal- 
if.) company  surprised  Wall 
Street  on  Apr.  25  with  a 
$7.1  million  first-quarter 
profit— the  first  since  late  1992.  But  Am- 
dahl's far  from  out  of  the  woods.  Al- 
most all  of  its  $1.7  billion  in  revenues 
came  from  sales  of  IBM-compatible  main- 
frames and  related  gear,  a  market  that 
declined  21%  last  year  (chart)  because  of 
drastic  price  cuts  of  35%  a  year  since 
1990. 

Amdahl's  survival  plan  will  require  a 
major  shift  in  its  approach— and  a  bit 
of  luck.  Instead  of  being  an  adept  follow- 
er of  market  leader  IBM,  Amdahl  must 
forge  its  own  path— for  the  first  time  in 
its  20-year  history.  Its  plan:  take  its 
own  mainframes,  combine  them  with  the 
industry's  hottest  hardware  and  soft- 
ware, and  sell  the  package  to  large  cor- 
porate customers.  To  do  that,  says  Gart- 
ner Group  analyst  Charles  C.  Burns, 
"the  whole  company  needs  to  dramatical- 
ly change  its  stripes." 
ON  THE  FARM.  To  Zemke's  credit,  Am- 
dahl has  gotten  off  to  an  aggressive 
start.  During  the  past  10  months,  it  has 
forged  three  major  alliances— with  Elec- 
tronic Data  Systems,  Sun  Microsystems, 
and  nCube,  a  maker  of  "massively  par- 
allel" computers  that  crunch  databases  at 
blinding  speeds.  With  EDS,  Amdahl  has  a 
joint  venture  to  market  Amdahl's  Huron 
software-development  system,  while  the 
deals  with  nCube  and  Sun  call  for  Am- 
dahl to  resell  those  manufacturers'  ma- 
chines to  Amdahl  customers. 


CEO  ZEMKE'S  CUTS 
GAVE  AMDAHL 
BREATHING  ROOM 


as  mainframe 
sales  shrink... 
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In  addition,  Amdahl 
is  now  farming  out 
mainframe  work.  In 
order  to  move  quick- 
ly to  lower-cost  pro- 
cessors using  the  CMOS 
(complementary  met- 
al-oxide semiconduc- 
tor) technology  that  is 
used  in  personal  com- 
puter chips,  Amdahl  is 
relying  heavily  on  Fu- 
jitsu Ltd.  The  Japa- 
nese company,  which 
owns  45%  of  Amdahl's 
stock  and  which  has 
supplied  much  of  its 
technology,  now  will 
take  over  the  develop- 
ment and  possibly 
even  manufacturing  of 
the  new  machines. 

But  ultimately,  re- 
selling other  compa- 
nies' machines  simply 
won't  bring  in  very 
attractive  profits  to 
Amdahl.  Analysts  esti- 
mate that  the  compa- 
ny's sales  of  Sun  machines,  for  instance, 
carry  gross  margins  of  only  about  20%, 
below  already  compressed  28%  main- 
frame margins  (chart).  Zemke  says  that 
it's  worth  the  price:  This  way,  Amdahl 


U.S.  SALES  OF  IBM  AND  IBM-COMPATIBLE 
MAINFRAME  PROCESSORS 


...SO  DO  AMDAHL'S 
REVENUES... 


...AND  MARGINS 
STAY  WEAK 
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machines  still  anchor  the  customer's  data 
center. 

That  will  allow  Amdahl  to  play  it^ 
aces  in  the  hole:  service  and  consulting, 
which  consistently  top  even  IBM's  in  mar 
ket  researchers'  surveys.  Amdahl's  main 
tenance,  support,  and  consulting  servic 
es— already  making  up  28%  oi 
sales— grew  11%  last  quarter,  partially 
countering  the  drop  in  hardware.  And 
nonhardware  gross  margins  are  at  e 
hearty  45%,  some  17  points 
higher  than  hardware. 

But  the  long-term  picture 
is  less  clear.  Robert  Djurd 
jevic,  president  of  Anne? 
Research,  thinks  that  Am 
dahl  should  focus  its  atten 
tion  more  on  specific  mar 
kets.  "They're  throwing 
dart  here  and  a  dart  there, 
says   Djurdjevic.  "What', 
missing  is  a  blueprint." 
high  risk.  Moreover,  Am 
dahl's  record  of  developing 
and  marketing  new  tech  nolo 
gy  is  decidedly  mixed.  Th< 
company  dropped  a  long 
awaited  Unix  mainframe  proj 
ect  last  year  becaus< 
it  would  have  cost  to< 
much  to  build.  So  cus 
tomers  may  well  b 
wary  of  fresh  technolo 
gy  forays,  such  as  thi 
nCube  deal.  To  bu;  \ 
that  setup,  says  Join 
Wood,  vice-presiden  e: 
of  computer  and  net 
work  services  at  Royas 
Bank  of  Canada,  woul< 
be  "a  pretty  high-ris] 
thing  to  do."  Mearij 
while,  the  competition 
is    intensifying.    Oi  b 
Apr.  27,  Hitachi  Ltd.- 
the  third  player  i:> 
IBM-compatible  main 
frames  — announce 
plans    to    use  IBM 
chips  instead  of  creatjej 
ing  its  own 

Still,  Amdahl  ha 
some  advantages.  It 
reduced  size  mean^ 
that  the  company  ca  p, 
move   more   quickl  fl, 
than      rivals  sue 
as  IBM.  The  questio 
is    where    to  mov( 
"They're  going  to  hav 
to  demonstrate  that 
says  Stan  Johnson,  ii 
formation  service^, 
manager  with  the  Port  of  Los  Angele: 
"or  they're  going  to  become  a  very  m 
nor  player."  Or  find  themselves  in  Deat 
Valley  once  again. 
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By  Robert  D.  Hof  in  Sunnyvale,  Cali 
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BIG  BLUE  STILL 
!G  ON  RESEARCH?  YOU  BET 


lough  cuts  have  shaken  the  department,  IBM's  research  wing  is  now  a  key  part  of  operations 


|hings  looked  dark  for  IBM's  vaunted 
Research  Div.  in  early  1993.  It  had 
risen  from  a  converted  fraternity 
e  on  New  York's  Upper  West  Side 
>come  a  research  powerhouse  with 
-to-back  Nobel  prizes  in  physics, 
its  budget  was  being  slashed,  and 
i  was  talk  that  it  would  be  disman- 
along  with  the  rest  of  the  company, 
ies,  the  new  chief  executive  of  IBM 
a  cigarette  guy.  What 
vould  the  former  head 
IR  Nabisco  Inc.  have 
eientists  and  computer 
3  who  wouldn't  know  a 
call  from  a  dividend? 
st  over  a  year  later, 
ipears  many  of  those 
s  were  exaggerated, 
'man  and  ceo  Louis  V. 
tner  Jr.  is  turning  out 
5  one  of  the  most  ag- 
sive  exploiters  of  IBM 
arch  since  Thomas  J. 
;on  Jr.  founded  the  di- 
n  in  1956.  Gerstner's 
ecessor,  John  F. 
•s,  was  moving  toward 
ng  IBM  into  a  brace  of 
'  Blues.  By  contrast, 
tner  is  intent  on  using 
technological  strength 
unified  IBM.  And  he's 
ng  on  IBM  Research  to 

So  instead  of  being 
;ated  to  the  role  of  vi- 
iries  or  troubleshoot- 
researchers  are  being 
ght  into  everything 

product  planning  to 
jrate  strategy-setting, 
le  changes  at  IBM  Research  aren't 
ood  news,  to  be  sure.  Like  AT&T 
Laboratories  and  other  industrial 

the  division  is  becoming  less 
national  and  global  scientific  re- 
:-e  as  it  focuses  more  on  the  needs 
e  company  that  pays  its  bills.  Uni- 
ities  and  government  labs  aren't 
ng  up  the  slack.  "If  IBM  is  getting 
who's  going  to  do  it?"  asks  Linton 
almon,  manager  of  microelectrome- 
ical  systems  at  the  National  Sci- 
Foundation. 


Still,  after  an  awesome  $13  billion  in 
losses  in  1992  and  1993,  IBM  and  its 
shareholders  were  in  no  mood  for  altru- 
ism. The  impressive  thing  is  that  the 
labs  have  remained  as  intact  as  they 
have.  True,  Gerstner  has  made  further 
cuts  in  the  division's  budget— to  $500 
million  this  year  from  $550  million  in 
1993  (chart).  But  proportionally,  the  Re- 
search Div.  has  been  cut  back  less  than 


the  overall  budget  for  research,  develop- 
ment, and  engineering.  And  it's  one  of 
the  few  parts  of  IBM  that  has  been 
spared  layoffs.  "We've  never  had  one, 
and  it's  my  intention  that  we'll  never 
have  one,"  says  James  C.  McGroddy, 
IBM's  research  director.  "As  far  as  I  can 
tell,  I  have  Lou's  support." 

What's  more,  half  a  billion  dollars  is  a 
substantial  sum  for  science.  The  divi- 
sion continues  to  maintain 
2,600  people  in  Westches- 
ter County,  N.Y.,  San  Jose, 
Calif.,  and  Zurich.  Notes 
Jeffrey  M.  Jaffe,  the  Re- 
search Div.'s  vice-president 
for  systems  and  software 
products:  "We're  not  exact- 
ly suffering.  Other  research 
people  I  talk  to  would  kill 
to  get  our  budget." 
fresh  thinking.  Gerstner 
demonstrated  his  commit- 
ment to  the  division  early 
on,  when  he  made  the 
Thomas  J.  Watson  Re- 
search Center  in  Yorktown 
Heights,  N.Y.,  his  first  offi- 
cial visit  from  the  Armonk 
headquarters.  He  since  has 
turned  to  researchers  to  fill 
top  advisory  posts:  Former 
Vice-President  for  Physical 
Sciences  and  Technology 
Dean  E.  Eastman,  for  in- 
stance, is  leading  a  project 
under  chief  strategist 
James  A.  Cannavino  to  re- 
engineer  IBM's  hardware- 
development  process.  And 
researchers  were  gladdened 
when  Gerstner  appeared  in  the  latest 
annual  report  with  an  odd-looking  laptop 
computer  prototype,  code-named  Leap- 
frog, that  came  out  of  the  division. 

Of  course,  McGroddy  knows  that  the 
only  way  to  retain  Gerstner's  support  is 
to  prove  that  the  division  is  vital  to 
IBM's  future.  To  stimulate  fresh  thinking, 
he  has  installed  a  brand-new  team  of 
four  vice-presidents  since  last  year.  He 
also  is  bolstering  joint  programs  with 
operating  divisions  and  encouraging  his 
researchers  to  collaborate  directly  with 
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IBM  RESEARCH: 
GETTING  MORE 
FO  R  L  ESS 

IBM  Research  Director 
James  C.  McGroddy  is 
seeking  more  useful  results 
in  spite  of  a  $125  million 
budget  cut.  Here's  how: 


CUT  PHYSICAL  SCIENCES 

The  Research  Piv.  has  cut 
base  technologies — includ- 
ing semiconductor 
materials,  chip  packaging, 
displays,  and  its  Nobel 
prize-winning  physics  re- 
search— to  25%  of  its  bud- 
get, down  from  40%. 


BEEF  UP  SOFTWARE 

Under  McGroddy,  software 
and  services  research  is  up 
to  nearly  25%  of  the  Re-  . 
search  Div.  budget,  from 
around  5%  three  years  ago. 
Software  was  previously 
considered  too  "applied" 
for  the  research  staff. 


COLLABORATE 

Researchers  are  leaving  the 
ivory  tower  to  work  more 
closely  with  IBM  operating 
units,  with  outside  custom- 
ers, and  with  partner  com- 
panies, such  as  Siemens, 
Toshiba,  Analog  Devices,  1 
and  Seiko. 


outside  companies,  such  as  Siemens  and 
Toshiba  in  memory  chips,  Analog  De- 
vices in  chip  materials,  and  Seiko  Tele- 
communication Systems  in  traffic  data 
terminals.  The  interchange  helps  IBMers 
grasp  real-world  problems:  "It's  been 
like  engineers  dealing  with  engineers," 
says  Michael  C.  Park,  the  Seiko  unit's 
vice-president  for  business  and  network 
development. 

Most  controversially,  McGroddy  is  de- 
voting more  resources  to  research  in 
software,  which  is  increasingly  impor- 
tant to  IBM,  while  deemphasizing  re- 
search in  the  physical  sciences.  Some  of 
IBM's  top  physicists  have  departed,  while 
others  have  taken  emeritus  status,  in- 
cluding Benoit  Mandelbrot,  a  pioneer  in 
chaos  and  fractal  theory. 

McGroddy  has  little  patience  for  com- 
plaints that  physics  is  being  given  short 
shrift.  He  says  that  the  technologies 
that  set  IBM  apart  in  the  marketplace 
are  more  and  more  related  to  software 
and  system  design,  not  such  base-layer 
hardware  as  superfast  semiconductors. 
The  division  has  slashed  or  abandoned 
work  in  gallium-arsenide  chip  materials, 
bipolar  transistors  for  mainframe  com- 
puters, and  the  costly  thermal-conduction 
modules  that  keep  bipolar  chips  from 
overheating.  Meanwhile,  it's  pumping 
money  into  such  software-related  fields 
as  optimization,  a  fertile  branch  of  math 
that  can  help  IBM  customers  ranging 
from  airlines  to  supermarket  chains. 
GALAXY  STUDY.  The  search  for  relevance 
predates  the  latest  crisis  at  IBM.  Ralph 
E.  Gomory,  who  ran  the  division  from 
1970  to  1980,  instituted  the  first  joint 
programs  with  the  operating  divisions, 
and  John  A.  Armstrong  furthered  the 
efforts  in  his  tenure  as  research  chief 
from  198«  to  1989.  The  goal  of  the  joint 
programs  was  to  speed  products  from 
lab  to  market.  But  forming  them  re- 
quired surmounting  huge  political  ob- 
stacles. Despairing  of  change,  William 
T.  Siegle  quit  as  director  of  IBM  Micro- 
electronics' Advanced  Technology  Center 
in  1990,  before  its  developers  were  unit- 
ed with  the  Watson  researchers.  He  be- 
came chief  scientist  at  Advanced  Micro 
Devices  Inc.  "Frankly,"  says  Siegle,  "one 
of  the  things  that  motivated  me  to  leave 
was  fear  that  it  couldn't  happen."  But 


the  union  did  happen.  Today,  researchers 
and  developers  collaborate  so  closely  in 
IBM's  Semiconductor  Research  &  Devel- 
opment Center  in  East  Fishkill,  N.Y., 
that  it's  impossible  to  tell  who's  who 
without  reading  their  badges. 

The  pressure  to  be  "vital  to  IBM"— a 
stock  phrase— is  teaching  cloistered  sci- 
entists what  business  is  all  about.  Take 
Roger  H.  Koch,  manager  of  supercon- 
ducting science  &  technology.  He  was 
rebuffed  internally  around  1990  when 
he  broached  the  idea  of  developing 
superconducting  sensors  for  the  U.  S. 
Navy.  "They  said:  'We  don't  deliver 
products;  we  deliver  paper,' "  recalls 
Koch.  Now,  Koch  is  managing  that  very 
job.  The  rewards,  he  says,  are  differ- 
ent: building  things  rather  than  satis- 
fying curiosity.  Adds  Koch:  "The  peo- 
ple who  are  willing  to  change  their 
heroes,  they  do  very  well." 


The  pressure  to  be 
"vital  to  IBM"  is  teaching 
cloistered  researchers  what 
business  is  all  about 


Relevance  notwithstanding,  McGroddy 
doesn't  want  his  agenda  controlled  en- 
tirely by  short-term  considerations.  His- 
tory shows  why:  IBM's  mainframe  com- 
puter executives  long  opposed  building 
parallel-processing  supercomputers  that 
could  operate  independently  of  a  tradi- 
tional mainframe,  fearing  that  they 
would  cannibalize  mainframe  sales.  But 
the  Research  Div.,  using  its  own  funds, 
persisted  with  the  project  anyway.  So 
when  the  mainframe  execs  finally  bowed 
to  the  inevitable,  the  company  was 
ready  with  products. 

Today,  with  Gerstner's  approval,  only 
about  half  of  the  Research  Div.'s  budget 
is  devoted  to  supporting  projects  in  the 
operating  units.  For  the  rest,  the  divi- 
sion sets  its  own  priorities.  Meanwhile,  a 
slim  3%  of  the  Research  Div.  budget- 
down  from  4%  a  few  years  ago— goes 
to  what  is  awkwardly  called  "disconnect- 
ed" research.  While  some  projects  may 


end  up  in  products  some  day,  otheil 
seem  driven  mainly  by  curiosity  or 
quest  for  prestige.  Researchers  are  stu( 
ying  phenomena  ranging  from  quantui 
corrals  to  interacting  galaxies  to  a  matl 
ematical  model  of  epilepsy.  One  researcl 
er  recently  calculated  the  mass  of  th 
proton  and  other  particles,  "providin 
new  evidence  for  quarks  and  the  theor 
of  quantum  chromodynamics,"  the  div 
sion's  magazine  said  last  year. 
new  stress.  IBM  Research  isn't  in  thl 
clear  yet.  After  three  years  of  cuts,  mi 
rale  below  the  top  ranks  is  weak.  La; 
year,  only  half  the  respondents  answere 
favorably  to  a  question  about  satisfactic 
with  the  division.  "There's  still  a  lot  ( 
nervousness,  a  lot  of  skittishness,"  saj 
Mark  F.  Bregman,  who  as  vice-pres 
dent  for  systems,  technology,  and  sc 
ence  oversees  the  hardest-hit  units. 

If  McGroddy  can  keep  the  mone 
coming  in,  that  anxiety  should  diminisl 
But  researchers  are  coping  with  a  ne 
kind  of  stress:  overwork.  Wrote  one  er 
ployee  in  TALKJIM,  an  electronic  forui 
with  McGroddy  held  earlier  this  yea 
"The  short-term  focus  and  the  emphas 
on  development  has  left  little  time  an 
energy  for  the  pursuit  of  technical  vitE  i 
ity."  The  pressure  for  results  is  eve  \ 
higher  at  the  top.  The  overbooked  Brej  } 
man  appears  wistful  that  he  may  nev«  f 
get  back  to  measuring  the  mass  of  t\ 
neutrino,  a  favorite  project  that  now  jl 
likely  to  be  passed  off  to  a  universit 
Bregman,  36  and  married  with  two  ch  f 
dren,  starts  work  at  7  a.m.  and  occ 
sionally  stays  past  10  p.m.  "There's  ju  ' 
not  slack  anymore,"  he  says. 

At  least,  though,  it's  nice  to  be  consi  ' 
ered  useful.  In  the  Ivory  Tower  er  I 
when  researchers  were  prized  princip 
ly  for  their  I.  Q.s,  "everyone  was  jo 
tling  to  prove  who  was  smartest,"  sa; 
Bregman.  "We  don't  have  time  for  th; 
now."  With  its  increased  focus  on  cost-f 
fective  results— rather  than  endowir 
the  world  with  scientific  discoveries 
IBM  Research  is  "becoming  a  little  mo: 
like  the  rest  of  the  [electronics]  indu 
try,"  says  AMD's  Siegle.  For  a  compai 
facing  challenges  as  daunting  as  IBM 
that's  probably  a  sensible  thing  to  do, 

By  Peter  Coy  in  Yorktown  Height 
N.  Y. 
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evelopments  to  Watc 


D  BY  OTIS  PORT 


A  NEW  METRIC  PUSH,  UNCLE  SAM 
ES  THE  WHOLE  NINE  YARDS 


Trying  to  shove  the 
metric  system  down 
America's  throat  back  in 
the  1970s  produced  a  na- 
tionwide gag.  So  this 
time,    the  Commerce 
Dept.    is    offering  a 
sweeter  deal:  Learning 
to  measure  in  millime- 
ters instead  of  inches 
won't  be  mandatory— 
unless  you  want  to  sell 
something  to  the  federal 
government . 

Soon,  Uncle  Sam's 
ness  will  be  conducted  exclusively  in  metrics.  Since  Wash- 
on  is  the  biggest  customer  for  just  about  everything,  few 
•orations  will  be  able  to  dodge  the  switch.  Already,  new 
sral  buildings  are  being  designed  with  metric  specifica- 
s.  And  by  1996,  highway  construction  funded  by  Wash- 
on  also  will  use  metric  units.  The  American  public  can 
I  its  feet  for  as  long  as  it  wants,  says  Gary  Carver,  who 
is  the  metric  push  at  Commerce,  but  it's  essential  that 
ness  adopt  metrics  rapidly.  Sticking  with  inch/pound  mea- 
>s,  he  adds,  just  gives  other  countries  an  excuse  to  dis- 
hnate  against  U.  S.  products. 


^ENGINEERING 

MES  TO  THE  POTATO  PATCH 


potato  resistant  to  the  blight  that  caused  the  Irish  famine 
L150  years  ago  has  just  sprouted  at  Purdue  University.  But 
not  too  late  to  help  the  Irish— or  Idaho  farmers.  The  dis- 
i  remains  the  No.  I  potato  pest,  and  a  particularly  nasty, 
dcide-resistant  variety  of  the  fungus  popped  up  in  1991. 
b  boost  the  defense  system  of  spuds,  Purdue  researchers 
'owed  a  gene  from  tobacco  plants  and  inserted  it  into 
ito  plants.  This  gene  codes  for  a  protein,  called  osmotin, 
,  brings  death  to  the  fungi  by  chemically  drilling  holes  in 
r  cell  membranes.  For  humans,  the  protein  is  probably 
i,  says  horticulture  professor  Paul  M.  Hasegawa,  since  it's 
iuced  by  many  food  plants.  While  petri-dish  results  in 
laboratory  are  promising,  the  field  will  be  the  true  test  of 
potato's  new  genetic  armor,  says  Hasegawa.  His  group  is 
ady  working  to  adapt  the  technique  to  other  crops,  in- 
ling  soybeans,  corn,  tomatoes,  and  carnations. 


IS  CHIP'S  A  CHAMP 
FULL-MOTION  VIDEO 


,ainting  a  computer  screen  with  detailed  graphics  images  is 
a  time-consuming  chore.  That's  why  personal  computers 
d  help  to  handle  full-motion  images  like  TV  signals,  which 
aire  the  screen  to  be  painted  at  least  30  times  a  second, 
•mally,  the  assist  comes  in  the  form  of  a  special  video 
cessor  and  extra  memory  chips  on  a  plug-in  card.  But 
den  Technology,  an  Austin  (Tex.)  startup,  thinks  there's  a 
ter  way:  Combine  the  memory  and  logic  circuits  on  one 
),  so  signals  don't  have  to  flit  so  far  back  and  forth. 


With  these  hybrid  logic-in-memory  chips,  Linden  President 
Lewis  Larsen  asserts  that  PCs  can  be  built  with  the  graphics 
power  of  a  workstation  from  Silicon  Graphics  Inc.— at  one-third 
the  cost.  "The  big  chipmakers  think  we're  crazy,"  says  Larsen, 
"but  we  see  a  $30  chip  that  can  push  1,000  mips  [millions  of  in- 
structions per  second],"  or  several  times  the  speed  of  other  mi- 
croprocessors, "and  render  full-motion  virtual  reality  scenes  at 
TV  rates."  The  chips  will  be  produced  by  Alliance  Semiconduc- 
tor Corp.  in  San  Jose,  Calif.,  which  also  has  been  working  on 
its  own  logie-and-memory  combination  chip.  That  chip  is  at 
least  a  year  from  introduction,  and  it's  for  "a  totally  different 
application,"  says  Alliance  President  N.  Damodar  Reddy.  "But 
we're  satisfied  that  both  it  and  Linden's  logic-in-memory  tech- 
nology are  very  doable." 


A  LASER  THAT  CHANGES 

ITS  STRIPES  FOR  DIFFERENT  JOBS 


■  magine  a  bowling  ball  rolling  down  a  flight  of  stairs  covered 
I  with  pudding.  Upon  hitting  each  step,  it  sends  some  pudding 
splattering.  That's  kind  of  what  happens  inside  the  new  quan- 
tum-cascade semiconductor  laser  developed  at  AT&T  Bell  Lab- 
oratories—a laser  that's  fundamentally  different  from  all  pre- 
vious ones. 

Normally,  lasers  produce  light  from  the  collision  of  opposite 
charges— negative  electrons  annihilating  positive  particles,  or 
"holes,"  in  a  flash  of  energy.  But  the  new  laser  needs  only  elec- 
trons. The  upshot:  Its  light  can  be  easily  changed  for  different 
jobs  just  by  varying  the  thickness  of  the  "pudding"  on  the  mi- 
crostairs  inside  its  semiconductor  crystal.  As  electron  balls  plop 
into  the  pudding,  photons  of  light  get  kicked  out.  Their  color 
depends  on  the  pudding's  thickness— and  how  much  energy  the 
electrons  lost  in  getting  through  that  layer  of  material.  Bell 
Labs  says  the  stair-step  lasers  should  be  ideal  for  jobs  that  re- 
quire light  beams  to  travel  through  air,  including  short-range 
communications  and  monitoring  air  pollution. 


BEATING  NUCLEAR  WARHEADS 
INTO  POWER  PIANTS? 


w 


hat  if  there  were 
a  way  to  "burn" 
nuclear  warheads  to 
light   cities   and  heat 


home- 


Well, 


Asea 

Brown  Boveri  Inc.  in 
Stamford,  Conn.,  wants 
to  build  a  nuclear-power 
plant  that  could  be  fu- 
eled in  part  with  pluto- 
nium  from  decommis- 
sioned warheads.  That 
would  be  more  efficient 
than  encasing  the  pluto- 
nium  in  glass  and  bury- 
ing it  deep  in  the  earth.  "That  takes  electricity.  This  makes 
electricity,"  says  Kenneth  R.  Rohde,  product  manager  for  nu- 
clear systems  at  abb's  Combustion  Engineering  Inc. 

abb  seems  well  positioned  to  get  the  business  because  it  has 
the  only  nuclear-plant  design  that  can  handle  an  entire  fuel  core 
of  mixed  plutonium  and  uranium.  The  plant  has  extra  control 
rods  to  slow  the  hot  plutonium  fission— a  relic  of  a  failed  1960s 
scheme  to  burn  reprocessed  nuclear  waste.  The  Energy  Dept. 
will  spend  about  two  years  studying  ideas  for  weapons  disposal. 
If  Energy  likes  abb's  concept,  it  will  open  the  job  to  all  bidders. 


:E  &  TECHNOLOGY 


BUSINESSWEEK/MAY  16,  1994  91 


orporate  Scoreboar 


ROBUST,  ANY  WAY  YOI 


ave  we  been  up  so  high  that  this 
looks  like  down?  The  economy 
was  growing  in  the  first  quarter 
of  1994,  consumers  were  eager,  and  sales 
were  accelerating.  And  earnings  rose  a 
healthy  16%  for  the  900  companies  in 
BUSINESS  week's  Corporate  Scoreboard. 
Although  that's  a  far  cry  from  the  27% 
leaps  in  both  the  final  quarter  of  1993 
and  the  first  quarter  a  year  ago,  it's  a 


pretty  good  showing  by  traditional  mea- 
sures—much like  the  results  posted  in 
the  happy,  prerecession  years  of  the  late 
1980s. 

Why  didn't  first-quarter  profits  keep 
up  the  torrid  pace  of  1993?  Keep  in 
mind  that  last  year's  profits  looked  ter- 
rific because  they  were  measured 
against  the  lousy  earnings  performance 
of  1992.  Now,  the  comparisons  get 


tougher.  But  just  as  important,  compa 
nies  were  no  longer  able  to  punch  u\ 
their  bottom  lines  quickly  by  downsizing  | 
as  they  did  through  much  of  1993.  Com 
panies  laid  off  thousands  of  workers  as 
way  to  cut  labor  expenses,  lift  produc 
tivity,  and  thus  boost  profit  margins 
But  the  temporary  payoffs  of  restruc 
turing  have  nearly  played  themselve: 
out.  "There  was  little  growth  in  produc 


WINNERS  AND  LOSERS  IN  FIRST-QUARTER  PROFITS 


THE  INDUSTRIES 


THE  COMPANIES 


THE  SHARPEST  GAIHS 

THE  DEEPEST  DROPS 

WHO  MADE  THE  MOST 

WHO  LOST  THE  MOST 

Percentage  change  from 
1993's  first  quarter 

Percentage  change  from 
1993's  first  quarter 

Millions 
of  dollars 

Millions 
of  dollars 

PRINTINGS  ADVERTISING 

531% 

AIRLINES 

LOSS 

GENERAL  MOTORS 

$1,612 

KMART' 

$615 

COMPUTERS  &  PERIPHERALS 

367 

ALUMINUM 

LOSS 

PHILIP  MORRIS 

1,171 

ALLSTATE 

275 

SPECIAL  MACHINERY 

228 

INSURANCE 

-44% 

EXXON 

1,160 

20TH  CENTURY  INDUSTRIES 

256 

OTHER  METALS 

174 

PAPER  CONTAINERS 

-30 

AT&T 

1,094 

USAIR  GROUP 

197 

APPLIANCES 

116 

APPAREL 

-27 

GENERAL  ELECTRIC 

1,068 

DIGITAL  EQUIPMENT" 

183 

CARS  &  TRUCKS 

114 

RETAILING 

-25 

CHRYSLER 

938 

TRANS  WORLD  AIRLINES 

122 

BANKS-EAST 

65 

DRUG  DISTRIBUTION 

-25 

FORD  MOTOR 

904 

W00LW0RTH' 

111 

AUTO  PARTS  &  EQUIPMENT 

49 

POLLUTION  CONTROL 

-21 

WAL-MART  STORES- 

868 

3COM" 

103 

TRANSPORTATION  SERVICES 

48 

BUILDING  MATERIALS 

-15 

MERCK 

675 

SEARS  ROEBUCK 

98 

ELECTRONICS 

45 

PAPER 

-12 

DUPONT 

642 

DELTA  AIR  LINES" 

78 

BROADCASTING 

45 

TOBACCO 

-10 

INTEL 

617 

PITTST0N  MINERALS  GROUP 

74 

TELECOMMUNICATIONS 

43 

GAS  UTILITIES 

-9 

CITICORP 

609 

UAL 

71 

CONSTRUCTION  &  REAL  ESTATE 

41 

FOREST  PRODUCTS 

-8 

BELLSOUTH 

585 

OWENS-CORNING  FIBERGLAS 

67 

MISCELLANEOUS  LEISURE 

38 

ELECTRICAL  PRODUCTS 

-5 

BRISTOL-MYERS  SQUIBB 

581 

LAFARGE 

62 

SEMICONDUCTORS 

35 

TEXTILES 

-4 

JOHNSON  &  JOHNSON 

544 

WESTP0INT  STEVENS 

55 

ALL-INDU  TRY  AVERAGE:  +16% 
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ICE  IT 


EARNINGS  GREW  1 6%,  A  SOLID  SHOWING  AFTER  IAST 
PERIOD'S  27%  GAIN.  CARS  AND  COMPUTERS  THRIVED, 
WHILE  AIRLINES  AND  INSURERS  FALTERED 


"  in  the  first  quarter,  says  econo- 
David  H.  Resler  of  Nomura  Secu- 
International  Inc.  That  means  prof- 
W  likely  grow  at  a  less  breathless 
in  the  year  ahead  (page  94). 
le,  U.  S.  companies  continued  to 
some  advantages  from  restructur- 
i  the  first  quarter:  Net  profit  mar- 
spurted  to  5.5%,  up  from  5.1%  a 
ago.  But  that  wasn't  the  engine 

powered  the  quarter's  profit 
:h.  Instead,  stronger  sales  growth 

lot  to  do  with  stoking  the  bottom 
is  steady  economic  growth  helped 
sr  consumer  confidence.  A  healthier 
;ite  for  big-ticket  items,  such  as 
and  appliances,  helped  fuel  the 
st  increase  in  sales  since  the  10% 

in  the  fourth  quarter  of  1990. 
ill  sales  for  the  900  companies  on 
Icoreboard  increased  7%,  to  more 
$1  trillion,  after  rising  by  5%  in 
of  the  past  two  years. 
Y  MOTORING.  Sales  would  have 
even  stronger  if  it  weren't  for  the 
e  winter,  which  hit  retailers  hard, 
asn't  a  fabulous  environment  for 
.  But  for  durable  goods,  consumer 
ling  was  up  almost  10%,"  says  Mau- 
F.  Allyn,  chief  economist  at  Scud- 
Stevens  &  Clark  Inc.  By  contrast, 
ling  increased  only  2.4%  for  non- 
)le  items,  such  as  clothing, 
anks  largely  to  a  more  confident 
imer,  the  Big  Three  auto  makers 
d  impressive  results  in  the  first 
,er.  General  Motors  Corp.  topped 
st  of  BUSINESS  week's  Top  15  earn- 
leaders  during  the  first  quarter, 
nation's  biggest  carmaker  saw  its 
Is  jump  by  214%,  to  $1.6  billion, 
red  by  booming  sales  in  North  and 


South  America.  In  all,  GM's  sales  rose  by 
8%,  to  $37  billion. 

Likewise,  Chrysler  Corp.'s  profits 
surged  77%  from  a  year  ago,  to  $938 
million,  thanks  to  strong  sales  of  pick- 
ups, minivans,  and  sport-utility  vehicles. 
Meanwhile,  thanks  to  fewer  consumer 
incentives  and  stronger  truck  sales, 
earnings  at  Ford  Motor  Co.  increased 
58%,  to  $904  million-its  best  results 


since  1989's  second  quarter.  Sales  at 
Chrysler  and  Ford  were  up  21%  and 
14%,  respectively. 

As  a  group,  computer  makers  also 
scored  big  gains,  due  in  large  part  to 
IBM.  For  the  second  straight  quarter, 
Big  Blue  managed  to  turn  a  profit,  earn- 
ing $392  million,  compared  with  a  loss  of 
$285  million  a  year  ago.  IBM's  sales,  how- 
ever, rose  by  a  paltry  2%,  to  $13.4  bil- 


A  SPOTLIGHT  ON  FIRST-QUARTER  PROFITS 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 


While  the  pace  of 
profit  increases  slowed 
to  1  6%  this  quarter, 
revenues  jumped  7%, 
the  biggest  sales 
increase  since  the 
fourth  quarter  of  1  990. 
Auto  makers  led  the 
profit  parade.  GM 
earned  $  1.1  billion 
more  than  it  did  a  year 
earlier.  On  the  losing 
side  of  the  ledger, 
insurers  were  battered 
by  the  Los  Angeles 
earthquake,  while 
losses  at  Kmart,  Sears, 
and  Woolworth  hurt 
the  retail  group. 

INSURANCE 


RETAILING 
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TELECOMMUNICATIONS 
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lion.  Profits  at  Compaq  Computer  Corp. 
more  than  doubled  in  the  first  quarter, 
to  $213  million,  because  of  strong  de- 
mand for  personal  computers.  Compaq's 
sales  hit  S2.3  billion,  up  41%.  By  con- 
trast, Apple  Computer  Inc.  had  a  dismal 
quarter,  partly  because  of  deep  dis- 
counting to  clear  out  older  computers 
before  it  introduced  its  new  line  of  more 
powerful  machines  this  March.  Apple's 
profits  plummeted  84%,  to  $17.4  million, 
as  sales  climbed  5%,  to  $2  billion. 

The  quarter  had  other  disappointments 
as  well:  The  airline  industry  was  the 
biggest  loser  after  the  airfare  wars  re- 
sumed. Passenger  traffic  was  also  un- 
usually light  during  the  winter  months. 
USAir  Group  Inc.'s  losses  widened  to  S197 
million  from  $61  million  a  year  ago,  as 
sales  slipped  2%,  to  $1.7  billion.  Still, 
there  was  one  notable  bright  spot:  South- 
west Airlines  Co.,  the  only  consistently 
profitable  carrier  over  the  past  five  years, 
saw  profits  increase  68%,  to  S41.8  mil- 


Retail  sales  and  the  airlines 
were  hard  hit  by 
the  bitterly  cold  winter 


lion.  Sales  for  the  champion  of  no-frills, 
low-fare  service  rose  24%,  to  $619  million. 

Insurers  also  posted  big  losses  in  the 
wake  of  January's  earthquake  in  South- 
ern California.  At  Aetna  Life  &  Casual- 
ty Co.,  profits  plunged  67%,  to  $46  bil- 
lion. Hardest-hit  was  Allstate  Corp., 
which  went  public  just  last  June.  The  in- 
surer lost  $275  million,  compared  with  a 
$320  million  gain  a  year  earlier.  All- 
state's  results  were  so  dismal  that  the 
red  ink  even  spilled  over  to  its  parent. 
Sears,  Roebuck  &  Co..  which  still  owns 
80%  of  the  insurer.  Although  Sears'  sales 
were  up  9%,  to  $12.3  billion,  the  giant 
retailer  posted  a  loss  of  almost  $98  mil- 


lion, compared  with  a  profit  of  $317  n 
lion  a  year  ago.  The  Allstate  loss 
swamped  earnings  at  Sears'  retaili 
group,  which  more  than  doubled,  to 
most  $130  million. 

Although  Sears'  core  business  i 
bounded,  that  wasn't  the  case  for  i 
other  big  merchant:  Kmart  Corp.  k 
$615  million,  while  sales  increased  8%, 
S10.4  billion.  Kmart  took  a  SL3  billion 
structuring  charge  in  the  quarter  d 
to  mounting  costs  of  its  store  renoJ 
tions.  Still,  there  was  some  positil 
news  among  retailers:  Profits  at  J.l 
Penney  Co.  rose  17%,  to  $439  millic 
And  Wal-Mart  Stores  Inc.  saw  prof 
climb  16%,  to  $868  million,  while  sa 
were  up  19%,  to  $2  billion.  True,  that': 
bit  weaker  than  the  year-ago  quart 
when  Wal-Mart's  sales  jumped  26%  al 
profits  rose  24%.  But  for  Wal-Mart 
for  corporate  profits  as  a  whole,  t\ 
slowdown  still  looks  pretty  peppy. 

By  Veronica  Byrd  in  New  Yt 


THOSE  GLORY  DAYS  MAY  BE  OVER 
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I  or  corporate  planners  hop- 
ing the  smaller  increase 
in  first -quarter  profits  was 
just  a  fluke  on  the  way  to  an- 
other year  of  20%-plus  earn- 
ings gains,  the  future  may  be 
disappointing.  As  BUSINESS 
week  economists  see  it,  the 
glory  days  of  double-digit  earn- 
ings growth  may  not  be  around 
much  longer. 

Don't  panic.  Profit  growth 
will  still  be  solid,  business 
week  projects  that  corporate 
operating  profits  will  increase 
11%  to  12%  in  both  the  second 
and  third  quarters,  down  from 
the  first  quarter's  16%  (chart I. 
That  doesn't  come  close  to  the 
27.5%  surge  posted  in  1993's  third  quar- 
ter—the biggest  quarterly  gain  of  this 
expansion.  But  the  uptrend  is  certainly 
on  a  par  with  past  profit  performances 
at  this  stage  of  an  upturn. 
going  shopping.  What  will  fuel  earn- 
ings? A  stronger  economy  will  help. 
Gross  domestic  product  should  grow 
by  about  3%  this  quarter  and  next. 
That's  nowhere  near  the  7%  advance 
seen  in  the  final  period  of  1993.  But  it's 
a  bit  better  than  the  2.6%  pace  of  the 
first  quarter.  Even  the  recent  jump  in 
interest  rates  shouldn't  drag  down 
overall  spending.  Demand  for  housing 
and  consumer  durables,  such  as  cars 
and  appliances,  will  probably  start  to 
slow  after  this  quarter.  But  with  dis- 


A  SLOWDOWN  AHEAD? 
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posable  incomes  still  rising,  consumers 
will  simply  spend  more  on  services 
and  nondurable  items,  such  as  clothing, 
entertainment,  and  travel. 

Corporate  purchasing  will  also  help 
maintain  sales  growth.  Most  compa- 
nies have  not  scaled  back  spending 
plans  even  in  the  face  of  rising  rates. 
That's  because  financial  officers  can 
use  their  companies'  own  cash  instead 
of  tapping  into  credit  lines.  Given  the 
profit  gain,  internally  generated  cash 
should  rise  by  about  5%  this  year,  the 
same  as  in  1993.  Companies  can  also 
count  on  a  sales  lift  from  Europe  as 
economies  there  grow  stronger  in  the 
second  half.  As  in  1993,  total  corpo- 
rate sales  will  likely  increase  a  solid 


5%,  split  about  equally  betwee 
volume  and  price  increases. 

Improving  productivity  wi 
also  help  profit  margins.  Unlik 
the  past,  though,  companies  ca 
no  longer  hold  production  level 
steady  and  lay  off  employees  t 
lift  output  per  hour  workec 
That  strategy  works  only  in  th 
early  part  of  an  expansior 
when  companies  have  a  lot  c 
slack  in  their  workforce  and  c£ 
pacity.  Now  that  demand  is  ri; 
ing  at  a  healthy  pace,  manager 
will  have  to  use  technology'  an 
streamlined  production  process 
es  to  increase  output  with  th 
same  or  a  slightly  higher  nun  t* 
ber  of  workers.  Productivit. 
should  improve  by  1.2%  to  1.5%  t  hi  I 
year.  That's  lower  than  the  L7%  rise  i  £ 
1993,  but  it's  far  better  than  the  0.9$ 
averaged  in  the  1980s. 

For  now,  labor  costs  shouldn't  crim 
profits.  With  unemployment  relativelt 
high,  at  around  6.5%.  workers  haven'p 
made  big  wage  demands.  Wages  an> 
benefits  in  private  industry  rose  3.3"  * 
in  the  year  ended  in  the  first  quartei 
the  smallest  gain  in  seven  years.  But 
the  jobless  rate  dips  below  6%,  as  ex 
pected  by  yearend,  a  push  for  bigge  1 
pay  raises  may  emerge.  If  so,  profit 
may  rise  only  6%  in  the  last  quarter 
making  the  first-quarter  gain  look 
lot  less  disappointing. 

By  Kathleen  Madigan  in  New  Yor 


94  BUSINESS  WEEK/MAY  1 6,  1 994 


FIRST  QUARTER  1994 


ISSARY 

Si  Includes  all  sales  and  other  operating 
iues.  For  banks,  includes  all  operating 
iues. 

its:  Net  income  before  extraordinary  items 
Jiscontinued  operations.  For  banks,  profits 
et  income  after  security  gains  or  losses, 
gins:  Net  income  before  extraordinary 
as  percent  of  sales. 

rn  on  invested  capital:  Ratio  of  net  in- 
;  before  extraordinary  items  and 


discontinued  operations,  plus  minority  interest 
and  interest  expenses  adjusted  by  tax  rate 
(all  for  most  recent  1 2  months),  to  latest  avail- 
able total  funds  invested  in  company. 

Return  on  common  equity:  Ratio  of  net  in- 
come available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 

Price-earnings  ratio:  Based  on  Apr.  22 
stock  price  and  earnings  for  latest  12  months. 


Growth  in  common  equity:  Annual  per- 
centage growth  in  common  equity  for  latest  5- 
year  period. 

Growth  in  earnings  per  share:  Annual 
percentage  growth  in  earnings  per  share,  in- 
cluding all  common-stock  equivalents,  for  lat- 
est 5-year  period. 

Market  value:  Latest  available  shares  out- 
standing times  stock  price  on  Apr.  22,  1994. 

Earnings  per  share:  For  latest  12  months; 
includes  all  common-stock  equivalents. 
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17244 

7.75 

d  Motor 

30402.0 

14 

904  0 

58 

3.0 

2.1 

10.3 

16.5 

I  1 

8 

-15 

27757 

5.19 

neral  Motors 

37495.4" 

8 

161 1.8 

214 

4.3 

1.5 

22  7 

57  5 

16 

-34 

NA 

40056 

3.57 

visrar  International  (2) 

1 128.0 

10 

16.0 

700 

1.4 

0.2 

NM 

52  9 

NM 

-18 

NA 

1472 

8  99 

fikosh  Truck  (3) 

192.9 

25 

2.8 

40 

1  4 

1  3 

8.9 

7.6 

9 

-1 

22 

78 

1.01 

:car 

1031.9 

29 

43.6 

59 

4.2 

3.4 

NA 

14.3 

13 

3 

-13 

2059 

4  08 

RTS  &  EQUIPMENT 

yap  composite 

7235.4 

15 

283.1 

49 

3.9 

3.0 

0.9 

-5.0 

15 

-1 

-7 

13755 

-0.63 

fin  Industries 

479  2 

6 

5.1 

-9 

1  1 

1.2 

6.9 

9.3 

15 

3 

22 

597 

1.78 

rg-Warner  Automotive 

287  2 

20 

13.7 

328 

4  8 

1.3 

9.0 

9.4 

1  4 

NA 

NA 

588 

1.86 

timins  Engine 

1099  2 

5 

54.6 

33 

5  0 

3.9 

22.2 

26.8 

8 

2 

NA 

1588 

5  21 

na 

1596.7" 

21 

47.7 

103 

3.0 

1.8 

14.9 

19.1 

17 

-6 

-18 

2651 

3  24 

troit  Diesel 

405.3 

10 

8.4 

115 

2.1 

1.1 

11.0 

1 1.7 

22 

NA 

NA 

627 

1.28 

jle-Picher  Industries  (1) 

177.8 

21 

11.0 

72 

6  2 

4  4 

NM 

NM 

1 J  A 

NA 

NA 

NA 

NM 

on 

1371.0 

26 

74.0 

40 

5.4 

4  9 

14.5 

14.0 

19 

-2 

-8 

3779 

2  82 

lin  (4) 

497  2 

13 

21.8 

33 

4.4 

3  7 

10.7 

14  0 

14 

2 

8 

1461 

1.78 

:el  Industries 
leral-Mogul 
ith  (A.  O.) 

indard  Motor  Products 
indard  Products  (6) 


152.0 
460.3 
339  8 
147.1 
222  7 


19 
12 
15 
15 
1  1 


5.1 
15.0 
15.7 
2.7 
8  2 


50 
100 
21 
-4 
-19 


3  4 

3.3 

4  6 
I  9 

3.7 


2  7 
1  8 

4  4 

2.2 

5  1 


1 1.5 
8  0 

10.2 
8  6 

10.5 


13  3 
7  6 
15.9 
10.4 
13.5 


14 

22 
1  3 
1  1 
16 


1  8 
10 

NA 

3 
6 


-15 
-7 
3 

6 

-2 


190 
990 
590 
200 
495 


1  32 
1.29 
2.21 
1  40 
1.89 


E &  RUBBER 
0UP  COMPOSITE 


3239.1 


142.5 


27 


4.4 


3.6 


18.3 


21.6 


13 


14 


8169 


2.69 


oper  Tire  &  Rubber 
odyear  Tire  &  Rubber 


329  1 
2910  0 


18 
3 


26.5 
1 16.0 


5 
33 


8.1 
4  0 


9  0 
3  1 


16.6 
18.6 


18.1 
22.5 


22 
1  1 


16 
2 


20 
2 


2299 
5870 


1.24 
3.50 


st  quarter  ended  Feb.  28  (2)  First  quarter  ended  Jan  31.  (3)  Second  quarter  ended  Mar  31.  (4)  Second  quarter  ended  Feb.  28.(5)  Second  quarter  ended  Jan.  31.(6)  Third  quar- 
Jed  Mar.  31.  (7)  Third  quarter  ended  Feb.  28.  (8)  Third  quarter  ended  Jan.  31.  (9)  Fourth  quarter  ended  Mar.  31.  (10)  Fourth  quarter  ended  Feb.  28.  (1  1 )  Fourth  quarter  ended 
1 .  *Sales  include  excise  taxes.  "Sales  include  other  income.  ""Sales  include  excise  taxes  and  other  income.  tRevenues  from  some  major  subsidiaries  are  not  included  in  consoli- 
sales;  parent's  share  of  earnings  is  included  in  profits.  NA  =  not  available  NM  =  not  meaningful.  Earnings  per  share  are  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent 
>ear;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items.  DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  McGRAW-HILL  INC. 
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1ST 
QUARTER 
1994 
S  MIL 

CHANGE 
FROM 
1993 

1ST 
QUARTER 
1994 
$  MIL 

CHANGE 
FROM 
1993 

1ST 
QUARTER 
1994 

% 

1ST 
QUARTER 
1993 

ON 
INVESTED 
CAPITAl 

% 

ON 
COMMON 
EQUITY 

PE 
i  1'; 

COMMON 
EQUITY 

% 

EARNINGS 
PER 
SHARE 

% 

SHARES 
OUTSTANDING 
4-22 
$  MIL. 

MONTH! 
EARNING 
PER 
SHARE 

3  BANKS 

INDUSTRY  COMPOSITE 

56167.3 

5 

7085.3 

35 

12.6 

9.8 

14.9 

15.9 

O 

15 

10 

242127 

4.20 

(a  j  BANKS  -  EAST 

GROUP  COMPOSITE 

29793.8 

8 

3148.0 

65 

10.6 

6.9 

18.2 

16.5 

8 

10 

3 

92001 

4.81 

] 

Bank  of  Boston 

3054.9 

1  10 

103.1 

73 

3.4 

4.1 

26.4 

12.5 

9 

3 

-2 

2645 

2.67 

Bank  of  New  York 

976.0 

2 

178.0 

33 

18.2 

14.0 

NA 

15.6 

9 

17 

1 

5043 

6.22 

Bankers  Trust  New  York 

1716.0 

-2 

164.0 

-29 

9.6 

13.1 

23.5 

22.9 

6 

7 

7 

5531 

1 1.66 

Chase  Manhattan 

2935  0 

4 

364  0 

NM 

12  4 

NM 

NA 

15.5 

6 

9 

-29 

6220 

6.12 

Chemical  Banking 

302  1  0 

-1 

3  19  0 

-6 

10.6 

11.1 

NA 

14.7 

6 

31 

-16 

9104 

5.55' 

Citicorp 

8234  0 

4 

609  0 

65 

7.4 

4  7 

19  9 

18.2 

9 

2 

2 

14445 

4.35 

CoreStates  Financial 

546  6 

2 

919 

22 

16  8 

14.0 

12.6 

17.7 

9 

12 

4 

3094 

2.94 

First  Empire  State 

205  6 

-2 

27  6 

14 

13  4 

116 

17.9 

14,9 

10 

12 

20 

948 

14.33 

First  Fidelity  Bancorporation 

617.8 

3 

108  9 

1  8 

17.6 

15.4 

13.7 

15.6 

10 

13 

57 

3725 

4.78 

Fleet  Financial  Group 

1067  2 

-5 

133.1 

25 

12.5 

9.5 

NA 

16.3 

12 

7 

-14 

5067 

3.15 

Integra  Financial 

278.0 

-2 

46  8 

1  / 

16.8 

1  4  1 

12.5 

15.5 

1 0 

1  2 

23 

1 602 

4.71 

Mellon  Bank 

860.0 

8 

131.0 

285 

15.2 

4.3 

NA 

14.5 

9 

24 

17 

3618 

6.09 

Meridian  Bancorp 

282.3 

-3 

40.5 

34 

14.4 

10.4 

1  3  0 

14.1 

1  1 

12 

5 

1741 

2  78 

Midlantic 

252  3 

-3 

53.4 

NM 

21.1 

NM 

NM 

18.3 

8 

-10 

-39 

1559 

3.84 

Morgan  (J.  P.) 

2831.0 

2 

345.0 

-20 

12.2 

15.0 

26.2 

17.3 

8 

13 

1  1 

1 1971 

8.01 

PNC  Bank 

1153.7 

7 

205.7 

10 

17.8 

17.4 

8.5 

17.6 

9 

12 

10 

6689 

3.22 

Republic  New  York 

588.9 

3 

79.8 

16 

13.5 

12.0 

8.0 

13.0 

9 

15 

65 

2589 

5.40 

Shawmut  National 

475.2 

0 

66.8 

NM 

1  4  1 

NM 

NA 

19.2 

7 

-1 

NA 

2076 

3.32 

State  Street  Boston 

440.7 

2  3 

51.3 

20 

1 1.6 

1  19 

24.2 

17.1 

16 

17 

14 

2940 

2.47 

UJB  Financial 

257.6 

5 

29  1 

76 

1 1.3 

6  1 

10.4 

9.0 

16 

4 

-18 

1394 

1.65 

(b)BANKS  -  MIDWEST 
CROUP  COMPOSITE 

11370.7 

1 

1806.0 

17 

15.9 

13.8 

14.1 

17.0 

10 

18 

7 

70087 

3.26 

Banc  One 

Boatmen's  Bancshares 

1859  5 
536.2 

2 
7 

312  9 
85.6 

17 
8 

16.8 
16.0 

14  7 

15.8 

15  4 
15.0 

16  9 
15.6 

10 
10 

28 
17 

14 
19 

14028 
3332 

3.33 
3.12 

COMPANY 


SALES 


PROFITS 


RETURN 


5-YEAR  GROWTH 


MARKET 
VALUE 


Comerica 
Continental  Bank 


567.3 
420  0 


90.9 
63  0 


16.0 
15  0 


14  9 

13.8 


MA 
NM 


16.0 
14.7 


27 
7 


3202 
1770 


Fifth  Third  Bancorp 
First  Bank  System 
First  Chicago 
First  of  America  Bank 


253  0 
544  3 
1  180  5 
439  0 


54.8 
98.5 
193.8 
58  3 


23 
27 


21.7 
18  1 
16.4 
13  3 


19.3 
13.8 
15.6 
13  1 


16.2 
1 1.6 
20.3 
15.8 


17  3 
14.8 
218 
15.9 


15 
13 
6 
9 


17 
20 
10 
22 


14  3116 

7  3774 

-4  4547 

4  2217 


Firstar                                                297  8  0  53.2  6  179  16.8  18.1  17.7          11  20  7  2172 

Huntington  Bancshares                    362  9  0  66  7  22  18  4  15.0  16.5  19  1         10  16  12  2539 

KeyCorp                                         1271.5  0  208.6  10  16.4  15.0  NA  NA         11  NA  NA  7730 

Mercantile  Bancorporation  248.9  -5  38.9  18  15.6  12.6  14  4        15  3  7  16  77  1899 


Michigan  National 
National  City 
NBO  Bancorp 
Northern  Trust 
Norwest 


21 1.9 
683.6 
733.9 
333  4 
1426.9 


-5 
4 
10 


18.3 
103  8 
122.9 

45.4 
190  5 


MM 

9 
7 
13 
20 


8  6 
15.2 
16.7 
13.6 
13  4 


MM 

14  5 
14.2 
13.0 
1  2.0 


NM 

15.5 
14.2 
1  1.8 
10.5 


10.6 
15.5 
15.1 
17.0 
20  7 


1  1 
1  1 

9 

14 

12 


6 
I  4 

18 
18 

25 


-25 
3 

4 

7 
15 


992 
4307 
4540 
2252 
7670 


I  BANKS  -  SOUTH  &  SOUTHEAST 


GROUP  COMPOSITE 

8052.3 

11 

1218.1 

24 

15.1 

13.5 

14.5 

15.1 

10 

21 

7 

45691 

4.05 

AmSouth  Bancorporation 

259.7 

5 

41.3 

10 

15.9 

15.1 

15.2 

14.1 

10 

15 

9 

1578 

3.12 

Barnett  Banks 

743.3 

-8 

1  18.0 

28 

15.9 

1 1.5 

NA 

lo  1 

1 1 

12 

-3 

4493 

4.35 

Crestar  Financial 

280  5 

7 

40.5 

31 

14.4 

1  18 

NA 

13  9 

12 

10 

8 

1707 

3.92 

First  Alabama  Bancshares 

207.5 

25 

33  2 

21 

16.0 

16.5 

NA 

13.8 

1  1 

9 

1  1 

1416 

3.08 

First  Union 

1443.3 

5 

222  5 

1 1 

15.4 

14.6 

NA 

15  8 

9 

22 

12 

7623 

4.83 

NationsBank 

3091.5 

29 

417.0 

48 

13.5 

1  1.8 

13.4 

14.5 

10 

40 

4 

14121 

5.42 

Signet  Banking 

318  0 

18 

53.1 

39 

16.7 

1 4.2 

21.2 

19  6 

12 

6 

2 

2250 

3.31 

SouthTrust 

283  0 

8 

40.7 

17 

14.4 

13.3 

12  9 

14.9 

10 

19 

12 

1538 

1.99 

SunTrust  Banks 

746  1 

-4 

127.1 

10 

17.0 

14.9 

1  3  9 

13  4 

12 

13 

9 

5695 

3.91 

Wachovia 

679  3 

-1 

124  8 

3 

18.4 

17.6 

19.2 

16  4 

1  1 

15 

8 

5270 

2  85 

(d)  BANKS  -  WEST  &  SOUTHWEST 
GROUP  COMPOSITE 


6970.5 


913.1 


10 


13.1 


11.4 


9.6 


13.5 


10 


21 


34348 


Bancorp  Hawaii 

Bank  America 

First  Interstate  Bancorp 


229.6 
3816.0 
985  7 


-5 
0 


34.4 
513.0 
184.1 


4 

6 


15.0 
13.4 
18.7 


14  2 

12.1 
12.1 


16  9 
8.5 
14.2 


14.3 
12.3 
18.2 


7 
9 
10 


19 

3  3 
10 


8  1300 
10  15748 
NA  5857 


U.  S.  Bancorp 
Union  Bank 
Wells  Fargo 


451.2 
293.1 
1 195.0 


-5 
10 

-3 


-28  5 
8.1 
202.0 


MM 

65 

8? 


MM 

2.8 
16.9 


13  0 

7.1 


9.1 
7  1 
10.6 


9.3 
5  3 
17  9 


16 
16 
12 


12 
9 
10 


10 

-1 1 

-21 


2512 
949 
7981 


CHEMICALS 


INDUSTRY  COMPOSITE 


31228.6 


1857.9 


6.0 


5.3 


7.4 


9.6 


33 


-19  127372 


Air  Products  &  Chemicals  (3)  858  6  3  73  1  -3         8.5  9.0  7.2  9  6         24         11  0  5328 

Arco  Chemical  757  0        -1  45  0        -13         5.9  6  8  9  4        13  1         20  2         -17  4236 

Dexter  233.5  8  9  3  20  4  0  3  6  9  2         11.1  17  0  -3  587 


Dow  Chemical 
DuPont 

Eastman  Chemical 


4541.0* 
91900* 
983  0 


173.0 
642  0 
56.0 


-57 
30 
-26 


3  8 

7.0 
5  7 


9.2 
5  4 
8  1 


6  6 
6.1 
8  3 


5.1 
6.4 
23  3 


40 

53 
NA 


2 
-7 
NA 


-32  16298 
-24  37013 
NA  3480 
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CORPORATE  SCOREBO 


>MPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

  VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

SMIL. 

% 

S  MIL. 

% 

% 

% 

% 

% 

4-22 

% 

% 

S  MIL. 

SHARE 

jelnard 

557  7** 

1  4 

22  8 

3 

4  1 

4  5 

3  2 

-5 

-15 

2447 

0. 1 8 

yl 

7 

234.0 

-8 

14.0 

-33 

6.0 

8.3 

7.1 

10.3 

17 

-2 

-1 1 

1317 

0.66 

ro 

283.3 

10 

1 1.3 

-14 

4.0 

5.1 

12.3 

15.7 

15 

3 

-2 

765 

1.77 

eport-McMoRon 

449.6 

49 

23.4 

NM 

5.2 

NM 

NM 

NA 

NM 

-28 

NA 

2572 

-0.47 

|Ar  1  LI    B   \  M  1 

ler  (n.  D.J  ( i  J 

242  5 

4  0 

48 

]  7 

1  2 

9  0 

9  2 

2 1 

9 

479 

1 .64 

on 

261.3 

16 

7.0 

NM 

2.7 

NM 

5.1 

5  6 

57 

NA 

NA 

758 

048 

orgia  Gulf 

192  9 

6 

12.7 

26 

6  6 

5.6 

24.3 

NM 

26 

NA 

-36 

1 126 

1.07 

odrich  (B.  F.) 

502  4 

33 

A  9 

NM 

1.0 

NM 

4.4 

2.4 

60 

-8 

-51 

1 132 

0.74 

ace  iw,  k.j 

1 076  8 

9 

38  2 

2 1 

3  5 

3  2 

7  0 

9  3 

27 

_] 

-1 5 

3750 

1  50 

sat  Lakes  Chemical 

448  7 

4 

66.9 

4 

14.9 

14.9 

21.8 

21.9 

17 

21 

21 

4624 

3.86 

nna  (M.  A.) 

416.0** 

15 

8.3 

84 

2.0 

1.2 

7.5 

8.9 

22 

-4 

-18 

843 

1.65 

rcules 

680.0 

1 

52.3 

19 

7.7 

6.5 

13.6 

15.8 

20 

-6 

14 

4257 

5.13 

_  Fertilizer  Group  (6) 

410  5 

84 

5  4 

1  3 

—9  6 

-4 

1 020 

-2  06 

tite 

159.9 

7 

18.3 

-7 

1  1.4 

13.2 

19.6 

18  7 

21 

14 

10 

1410 

1.90 

irizol 

399  7 

9 

43.3 

22 

10.8 

9.6 

12.0 

116 

25 

3 

-2 

2331 

1.38 

>ndell  Petrochemical 

824  0 

-23 

22.0 

NM 

2.7 

NM 

10.3 

NM 

58 

NA 

-69 

1960 

0.42 

nsanto 

200 1  0 

3 

1 94  0 

38 

9  7 

7  3 

1 4  6 

1 9  2 

]  7 

_7 

_5 

906 1 

4  56 

rton  International  (6) 

808  3 

25 

71.3 

48 

8.8 

7.4 

12.7 

13.9 

25 

8 

4 

4263 

3.54 

Ico  Chemical 

336.2 

-1 

33.8 

-4 

10.1 

10.4 

19.6 

25.6 

16 

5 

8 

2257 

2.02 

Industries 

201.8 

2 

-6.4 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

324 

-1.48 

n 

604.9 

2 

15  3 

31 

2.5 

2.0 

NM 

-19.1 

NM 

-3 

NA 

957 

-4.35 

ixair 

61 1.0 

3 

42.0 

27 

6.9 

5.6 

13  3 

23.9 

16 

NA 

NA 

2353 

1.11 

lm  &  Haas 

856.0** 

4 

67.0 

16 

7.8 

7.0 

7.0 

9  7 

30 

1 

-10 

3788 

1.87 

tulman  (A.)  (4) 

168.1** 

4 

9  0 

15 

5.3 

4.8 

13.1 

13.2 

23 

17 

9 

955 

110 

ra  Industries 

259.5" 

55 

6  3 

NM 

NM 

NM 

12.1 

105 

20 

-14 

-16 

504 

0  36 

ion  Carbide 

11 26.0 

-6 

63.0 

50 

5.6 

3  5 

9.2 

12.3 

22 

-9 

-31 

3707 

1.12 

tea 

553  4 

0 

22.0 

17 

4.0 

3.4 

3.4 

3.2 

62 

4 

-13 

1471 

0.47 

>NGLOMERATES 

USTR  Y  COMPOSITE 

40936.6 

8 

1979.9 

11 

4.8 

4.7 

13.4 

17.3 

17 

0 

3 

145545 

3.35 

o  Standard  (3) 

1969.4** 

32 

38  0 

29 

1.9 

2.0 

2.6 

1.0 

NM 

7 

NA 

2647 

0.11 

edSignal 

2986.0 

3 

169.0 

16 

5.7 

5  0 

18.1 

26  8 

15 

-8 

7 

9970 

2.41 

tec  Industries 

331.9 

-2 

20.6 

18 

6.2 

5.1 

32.1 

NM 

19 

NA 

NA 

1308 

0.99 

■1 

784  9 

23 

17.2 

54 

2.2 

1.7 

1 3.3 

24.5 

17 

-18 

-17 

2088 

2  70 

neral  Electric 

14182  0** 

10 

1068.0 

-2 

7.5 

8.4 

15.3 

17.1 

19 

6 

6 

81950 

5  16 

neral  Host  ( 1  i ) 

166.3 

1 

-41.8 

NM 

NM 

0.4 

NA 

-36.0 

NM 

-5 

39 

126 

-2.54 

rcourt  General  (2) 

832.2** 

3 

20.0 

-26 

2.4 

3.3 

9.9 

17  2 

16 

0 

9 

2403 

1.99 

5548  0 

3 

201.0 

27 

3.6 

2.9 

9.5 

12.1 

1  1 

-1 

3 

10198 

7  69 

f 

1064  9 

8 

15.3 

NM 

1.4 

NM 

62.9 

82  3 

NA 

r  J  a 

38 

1  184 

NA 

1  (5) 

169.7 

1 

22  0 

577 

13.0 

19 

17.3 

17.9 

19 

12 

8 

1881 

0.85 

Iway 

176.5 

16 

18.0 

247 

10.2 

3  4 

10.2 

1 1.7 

14 

12 

-9 

486 

2.44 

;mark  International 

801  6 

14 

37.8 

58 

4.7 

3.4 

21.3 

22.9 

13 

0 

-15 

2305 

5.54 

ckwell  International  (3) 

2761  0 

2 

154.7 

13 

5.6 

5.1 

16  8 

19.8 

14 

-6 

-5 

8409 

2.72 

edyne 

572.9 

-10 

-55.1 

NM 

NM 

5.3 

2.0 

-5.7 

NM 

-35 

-28 

936 

-0.29 

ineco 

3286.0 

1 

122.0 

65 

3.7 

2.3 

10  7 

18.8 

18 

-1 1 

NA 

8553 

2.77 

ctron 

2408  0 

1  1 

100.0 

21 

4.2 

3.8 

7.6 

14.3 

12 

NA 

6 

4664 

4.38 

M 

2159  4 

6 

64.1 

26 

3.0 

2.5 

119 

15.1 

18 

2 

-6 

4179 

3  57 

Ihi  t 

188.9 

10 

-0.7 

NM 

NM 

1  J  M 

NM 

-2.2 

NM 

-6 

NA 

586 

0.04 

litman 

546.9 

5 

9.8 

17 

1.8 

1.6 

1  1.8 

20  9 

16 

-13 

-14 

1673 

1  00 

>NSUMER  PRODUCTS 

>USTRV  COMPOSITE 

59935.9 

6 

4103.3 

2 

6.8 

7.1 

10.7 

18.6 

20 

10 

10 

275370 

1.64 

PAREL 

OUP  COMPOSITE 

5557.6 

4 

183.5 

-27 

3.3 

4.7 

9.4 

11.8 

22 

10 

14 

17913 

1.48 

)wn  Group  (11) 

381.9 

6 

-30.5 

NM 

NM 

2.0 

NM 

-2.9 

NM 

-6 

NA 

6  59 

-0.39 

rtmarx  (1) 

177.9 

-5 

-0.7 

NM 

NM 

NM 

9.1 

6  2 

29 

27 

NA. 

204 

0.22 

nes  Apparel  Group 

161.7 

1 1 

14.8 

15 

9.1 

8.9 

27.1 

27  8 

17 

NA 

NA 

829 

1.91 

llwood  (8) 

251.6 

7 

3.5 

42 

1.4 

1.0 

10.7 

1 1.6 

15 

1  1 

-7 

505 

1.66 

Claiborne 

541  4 

2 

27.4 

-33 

5.1 

7.7 

1 1.4 

1 1.4 

19 

17 

6 

2050 

1.39 

Ice  (7) 

871.8 

-10 

63.2 

-29 

7.3 

9  2 

18.0 

17.7 

13 

32 

27 

4018 

4  03 

ne  West  Group 

150.7 

25 

1  1  3 

188 

7  5 

3  2 

27.2 

34.3 

18 

NA 

NA 

1006 

1.66 

cford  Industries  (7) 

143.1 

2 

4.5 

29 

3.1 

2.5 

13.3 

14.4 

15 

2 

18 

264 

2  07 

illips-Van  Heusen  (11) 

309.1 

13 

13.2 

36 

4.3 

3.5 

NA 

18.1 

21 

51 

17 

871 

1.60 

ebok  International 

857.4 

4 

65.8 

-3 

7.7 

8.2 

24.6 

26.2 

12 

2 

1  1 

2542 

2.56 

ssell 

232.1 

13 

13.4 

-17 

5.8 

7.8 

7.0 

7.9 

25 

1  1 

0 

1152 

1.14 

1 123.0 

10 

52.9 

0 

4.7 

5.2 

13.5 

15.3 

13 

9 

12 

3257 

3.78 

;stPoint  Stevens 

355.8 

3 

-55.2 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

557 

-9  64 

PLIANCES  &  HOME  FURNISHINGS 

OUP  COMPOSITE 

8494.4 

21 

339.9 

116 

4.0 

2.2 

11.4 

14.0 

20 

7 

-8 

18399 

1.33 

mstrong  World  Industries 

642.7 

5 

48.0 

325 

7.5 

1.8 

1 1.3 

14  8 

23 

-13 

-21 

1968 

2.29 

st  Buy  (10) 

1193.2 

94 

21.4 

99 

18 

1.8 

9.0 

13.4 

35 

27 

41 

1465 

1.01 

cuit  City  Stores  (10) 

1406  7 

28 

67.7 

1 1 

4.8 

5.5 

20.5 

20.7 

14 

21 

10 

1788 

1.36 

>od  Guys  (3) 

159.9 

37 

2.8 

691 

1.7 

0.3 

10.8 

10.8 

17 

39 

4 

207 

0.95 
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company 


SALES 


1ST 
QUARTER 
1994 
S  MIL 


PROFITS 


CHANGE  1ST 

FROM  QUARTER 

1993  1994 

%  S  MIL 


CHANGE 
FROM 
1993 


MARGINS 

1ST  1ST 
QUARTER  QUARTER 
1994  1993 


RETURN 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


P-E 
4-22 


5-YEAR  GROWTH  MARKET 

VALUE  12 

EARNINGS       SHARES  MONTHS' 

COMMON        PER       OUTSTANDING  EARNINGS 

EQUITY        SHARE            4-22  PER 

%              %              $  MIL  SHARE 


Heilig-Meyers  (10) 
Kimball  International  (6) 


241.9* 
208.6 


33 
15 


14.3 
8.7 


49 
4 


5  9 
4.2 


5.3 
5  0 


9.6 
10.4 


12.7 
10.8 


24 
15 


17 


13 
2 


1307 
534 


La-Z-Boy  Chair  (8) 

192.6 

13 

8  0 

25 

4.1 

3  8 

10.6 

12.1 

16 

8 

-1 

559 

1.87 

Leggett  &  Piatt 

434  6 

20 

26.0 

33 

6.0 

5.4 

13.6 

17.9 

18 

16 

13 

1593 

2.24 

Maytag 

790  6 

10 

31.0 

NM 

3.9 

NM 

10.2 

15.2 

21 

-2 

-23 

1961 

0.87 

Pier  1  Imports  (10) 

181.9 

10 

6.4 

21 

3.5 

3.2 

NA 

10.5 

14 

15 

0 

305 

0.60 

Sun  TV  &  Appliances  (10) 

204.0 

39 

7.1 

29 

3.5 

3.8 

12.3 

13.0 

9 

NA 

NA 

151 

0.96 

Sunbeam-Oster 

318.5 

10 

27.5 

15 

8.6 

8.2 

15  7 

19.9 

17 

10 

NA 

1392 

1.09 

Toro  (5) 

189.4 

24 

4.5 

146 

2.4 

1.2 

1  1.6 

12  2 

18 

1 1 

-15 

318 

1.42 

Whirlpool 

1870.0 

3 

67.0 

.'7  2 

3  6 

1.0 

14.1 

17.0 

1  4 

4 

8 

3964 

3.84 

Williams-Sonoma  (11) 

162.7 

26 

1  1.4 

48 

7  0 

6  0 

12.4 

1 1.8 

51 

28 

-12 

564 

0.66 

Zenith  Electronics 

0O7  1 

Z 

-  1  1  o 

1    1  .7 

N  M 

r  J  m 

f  J  M 

r  j  m 

J/  .£. 

NM 

—20 

NA 

323 

-2.59 

(c)  BEVERAGES 

GROUP  COMPOSITE 

14045.1 

9 

1067.1 

n 

7.6 

7.5 

13.4 

27.6 

22 

8 

NM 

101540 

1.76 

Anheuser-Busch 

2627  6 

5 

204.4 

5 

7  8 

7  8 

8.5 

1  4  2 

24 

9 

1 

i4387 

2.22 

Brown-Forman  (8) 

348  5 

1 

38.8 

4 

11.1 

10.5 

25  3 

37  1 

15 

12 

10 

2081 

5.95 

Coca-Cola 

3352  0 

10 

521.0 

15 

15.5 

14.9 

38.8 

49.2 

23 

8 

19 

51898 

1.73  j 

Coca-Cola  Bottling  Consolidated 

163  8 

6 

1.5 

12 

0  rv 

0.9 

6.2 

50  6 

17 

-32 

NA 

258 

1.61  i 

v.ocQ-\_olci  enterprises 

1 320  0 

9 

-6  0 

NM 

NM 

—0  2 

- 1  4 

NM 

—4 

—A  1  T 
U.  14 

Coors  (Adolph) 

318.5 

8 

6.9 

49 

2.2 

1.6 

NM 

-6  3 

NM 

-1  1 

NA 

707 

-1.04 

Dr  Pepper/Seven-Up 

185.7 

9 

17.7 

-2 

9.5 

10.5 

36.3 

NM 

18 

NA 

NA 

1509 

1.41 

PepsiCo 

5728.9 

13 

282.8 

9 

4.9 

5.1 

12.5 

26  0 

18 

14 

14 

28457 

1.99 

(d)  PERSONAL  CARE 

GROUP  COMPOSITE 

12908.7 

4 

910.7 

2 

7.1 

7.1 

12.0 

15.0 

35 

10 

2 

71987 

1.60 

A            D  A 

Avon  "roaucts 

913  6 

9 

29  5 

20 

3  2 

2  9 

57  1 

8 1  1 

]  7 

7 

1 3 

428 1 

•J .  00 

481  9 

]  | 

49  5 

0 

1 0.3 

1 0.7 

1 5  0 

20  1 

1 6 

3 

_2 

2715 

3  26 

Colgate-Palmolive 

1770.0 

4 

149.6 

6 

8.5 

8.3 

16.6 

28.9 

17 

16 

17 

8657 

3.51 

Ecolab 

260.1 

8 

15.8 

25 

6.1 

5.2 

19.2 

21  1 

18 

-4 

37 

1388 

1  26 

Gillette 

1361.1 

12 

164.0 

15 

12.1 

1  1.7 

19.4 

3  1  0 

33 

118 

12 

14717 

2.02 

Helene  Curtis  Industries  (10) 

338.7 

1 

6.4 

-1 1 

1.9 

2  2 

5.0 

7.3 

16 

13 

5 

242 

1.51 

NCH  (8) 

170.6 

1 

5.7 

25 

3.4 

4  5 

10.8 

11.1 

16 

10 

6 

503 

3.81 

Procter  &  Gamble  (6) 

7441.0 

1 

482.0 

4 

6  5 

6.8 

7,4 

5.9 

81 

5 

-20 

38845 

0.70 

Stanhome 

171  8 

4 

8.1 

30 

4.7 

3.8 

14.2 

13  8 

19 

1  1 

-2 

640 

1.78 

(e)  TOBACCO 

GROUP  COMPOSITE 

18930.1 

0 

1602.2 

-10 

8.5 

9.4 

8.6 

17.6 

15 

12 

14 

65530 

1.64 

American  Brands 

2032.9 

-3 

149.2 

-40 

7.3 

11.8 

10.4 

13.4 

1  1 

12 

6 

6405 

2.82 

Culbro  (1) 

317.8*** 

1  1 

-0.8 

NM 

DM 

NM 

3  1 

1  7 

37 

-2 

19 

60 

0.38 

Philip  Morris 

12727.0 

1 

1  171.0 

4 

9.2 

9  7 

14.4 

29  3 

13 

9 

15 

46486 

4.02 

RJR  Nabisco  Holdings 

3572.0 

-4 

194.0 

-8 

5.4 

5.6 

-0.1 

-1.5 

NM 

2  7 

NA 

7255 

-0.08 

LIST 

280.4* 

6 

88  8 

-14 

31.7 

39.1 

69.3 

76.5 

16 

1 

20 

5324 

1  65 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

5031.0 

5 

125.0 

-9 

2.5 

2.9 

2.2 

2.2 

94 

9 

NM 

14320 

0.23 

(a)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2369.5 

4 

72.2 

18 

3.0 

2.7 

0.8 

-2.2 

NM 

17 

NA 

5272 

-0.19 

Ball 

587.3 

10 

10.5 

15 

1.8 

1.7 

NM 

-6.3 

NM 

9 

NA 

769 



-1.16 

Crown  Cork  &  Seal 

943.0 

3 

33.6 

1  4 

3  6 

3  2 

11.3 

14.8 

17 

14 

14 

3164 

211 

Owens-Illinois 

830  2 

1 

28.1 

24 

3.3 

2.7 

NM 

-72.8 

NM 

39 

NA 

1339 

-1.66 


(b)  PAPER 

GROUP  COMPOSITE 

2661.6 

6 

52.8 

-30 

2.0 

3.0 

3.0 

4.0 

46 

6 

-13 

9048 

0.47 

ACX  Technologies 

161  6 

3 

3.4 

68 

2.1 

1.3 

3.2 

3.4 

30 

NA 

NA 

425 

1.12 

Bemis 

323.3 

10 

13.6 

26 

4.2 

3  7 

10.1 

13  2 

25 

10 

5 

1 184 

0.94 

Federal  Paper  Board 

319.5 

0 

3.1 

-66 

1  0 

2  8 

2  1 

0.9 

NM 

7 

-35 

880 

0.20 

Gaylord  Container  (3) 

182  5 

1 

-22  6 

NM 

NM 

NM 

NM 

NM 

NM 

-20 

NA 

244 

-1.70 

Longview  Fibre  (2) 

166  1 

7 

1.8 

-65 

1  1 

3.3 

6.1 

9.4 

24 

2 

-19 

888 

071 

Riverwood  International 

264  9 

3 

2  5 

-57 

0.9 

2.3 

0.0 

0.0 

NM 

NA 

NA 

1032 

0.00  j 

Sonoco  Products 

537.4 

15 

28.1 

4 

5  2 

5  8 

10  9 

19.0 

15 

6 

3 

1815 

1.34 

Temple-Inland 

706.3 

3 

22.9 

-18 

3  2 

4.1 

3.6 

3  7 

42 

9 

-18 

2580 

1.12  | 

s  DISCOUNT  A  FASHION  RETAILING 


INDUSTRY  COMPOSITE 


110021.1 


3033.3 


-25 


2.8 


4.0 


9.3 


12.4 


23 


215919 


Ames  Department  Stores 
AutoZone  (4) 
Baker  (J.)  (11) 
Barnes  &  Noble  (11) 


665  4** 
303  2 
268  5 
483  7 


■  1  1 
2  5 
76 
19 


40  4 

20.9 
8.0 
27.1 


I  IM 

3  1 
62 
15 


6  1 

6.9 
3  0 
5  6 


I .  M 

6.6 
3.2 
5  8 


NA 

21.2 

MA 
4  4 


16.4 
21.6 
12.2 
2  6 


10 
4  2 
12 

77 


-38 
64 
41 

NA 


NA 
44 

2 

I JA 


77 
3947 
276 
682 


Bradlees(ll)  597.2  2  27  5  -11          4.6          5.2          5.6  8  2  12  na          na  164 

Caldor(ll)  858.5  14  37.8  4          4  4           4  8         1 0  8  14.2  12  NA          NA  486 

Carson  Pirie  Scott  (1  1)  387  7**  NA  27.2  NA         7.0           na          na  na  na  na          na  323 

Carter  Hawley  Hale  Stores  (1 1)  705  6**  -4  -18.0         NM  NM  3_8  na  -21.5  NM         na  na  502 


Charming  Shoppes  (1  1)  357  2  6  23  8  -8  6.7  7.7  14.2  15.2  16  18  12  1181 
Consolidated  Stores  (1 1)  349.6  14  28.3  21  8.1  7.7  na  1 8  9  19  9  10  813 
Ooyton  Hudson  (11)  6281  0**       6        278.0  12         4  4  4.2  9.1         13.1         15  9  4  5355 
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IPANY  SALES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

$  MIL. 

% 

$  MIL 

% 

% 

% 

% 

% 

4  22 

% 

% 

$  MIL 

SHARE 

rd  Department  Stores  (11) 

1  679.0 

6 

llll 
1  1  1  .J 

] 

A  A 
O.O 

ft  ft 
d  o 

1  1  A 
1  1  .O 

1  A 

2  1 

1  3 

3856 

2  1 4 

ir  General  (11) 

383  1 

31 

22.0 

32 

5.8 

5.7 

20.1 

20.2 

27 

1  1 

35 

1287 

0.90 

r.  Brothers  Stores  (11) 

451  8 

-4 

9.8 

-72 

2.2 

7.6 

NA 

5.4 

29 

19 

12 

638 

1.01 

Distributors  (11) 

186.9 

-2 

1 .8 

-60 

1 .0 

2.4 

5  7 

8.1 

8 

NA 

NA 

46 

0.60 

-Centers  of  America  (11) 

1 82. 1 

_o 
z 

1  U.3 

1  o 
i  y 

^  ft 

3.0 

4  8 

0  7 

J./ 

A  O 

4.y 

O  1 
A  1 

o 

Z3 

] 

141 

0  75 

ly  Dollar  Stores  (4) 

398.8 

12 

22.0 

6 

5.5 

5.8 

18.1 

18.9 

13 

14 

24 

848 

1.19 

rated  Department  Stores  (11] 

2347.5** 

4 

146.0 

39 

6.2 

4.6 

5  3 

8.6 

15 

15 

NA 

1939 

1.56 

e's  Basement  (11) 

178.1** 

12 

-7.2 

NM 

NM 

2.8 

NM 

-3.7 

NM 

NA 

NA 

176 

-0.20 

trhut 

0  AO  1 

_o 
J 

i  c\  n 

Oft 
Zo 

2  8 

2  1 

1  0  7 

1 6  4 

1  ft 
l  o 

1 2 

1 5 

1 304 

1  54 

(11) 

1060.2 

14 

109.3 

66 

10  3 

7.1 

21.6 

22.9 

26 

29 

31 

6673 

1  78 

SSCO  (11) 

144.3 

-4 

-48  4 

NM 

NM 

2  8 

NM 

-35.0 

NM 

18 

-26 

94 

-2.16 

Jy's  Family  Clothing  (11) 

174.1 

1  1 

8.0 

4 

4.6 

4  V 

NA 

17.3 

20 

NA 

NA 

273 

0.86 

■  MMAV  (111 

inger  (ll) 

A  QO  0 

1  A 
1  O 

1  0 
1  .  Z 

33 

n  o 

n  7 

4  9 

3.U 

OA 
ZO 

o 

zox 
OoO 

0  59 

Stores  (11) 

627.0 

7 

32.2 

1  1 

5.1 

5.0 

NA 

14.7 

9 

NA 

14 

145 

2.09 

G  Depot  (11) 

2287.4 

26 

1 12.7 

16 

4  9 

5.3 

NA 

17.1 

41 

52 

38 

18539 

1.01 

e  Shopping  Network 

274.2 

15 

6.7 

NM 

2.4 

NM 

NM 

4.1 

NM 

6 

NA 

1 100 

0  08 

e  or  raDncs  \  I  I  j 

^  A7  A 
1  4/  .0 

—  A 
O 

A  O 
\J.L 

n  i 

U.  1 

1  4 

—  10/ 

1 1M 

I  3 

3 

o  / 

—0  1  A 
Z.  1  O 

jsway  (11) 

216.0 

-13 

-19.7 

NM 

NM 

NM 

NA 

-80  2 

NM 

-9 

NA 

8 

-2.76 

rt  (1 1) 

104200** 

8 

-615.0 

NM 

NM 

5.2 

NM 

-6.5 

NM 

7 

5 

7356 

-0.73 

'*  (11) 

457.1 

20 

28.1 

25 

6.2 

5.9 

17.9 

212 

33 

r  ia 

NA 

1  830 

1  52 

, /  r_  J  Mil 

s  cna  (ii) 

347.5 

O  A 

OA  7 

ZOJ 

OA 
ZO 

7  7 

7  X 

/  .0 

OO  0 

0  0  o 

z  j.y 

1  o 
i  y 

1  o 
1  z 

i  r\ 
1 U 

QO  1 
OZ  1 

O  OZ 
Z.JO 

ed  ( 1 1 ) 

2420  8** 

0 

196.3 

-20 

8.1 

10.0 

13.0 

16.5 

17 

26 

16 

6807 

1.08 

s's  ( 1 1 ) 

1 145.8 

26 

25.7 

109 

2.2 

1.4 

10.0 

15.1 

36 

5 

-12 

4803 

0.90 

Frugal's  Bargains  (11) 

243.7 

23 

20.4 

-12 

8.4 

1  1.7 

13.0 

12.4 

14 

3 

-17 

459 

1.07 

.  /p   u  \  /CI 
f  \K-  PI 

1  007  O*  * 

lyy/.z 

L 

AC\  ^ 

3/  y 

0  A 

n  a 

Department  Stores  (11) 

3707.0** 

3 

365.0 

14 

9  8 

8.8 

12.7 

19  0 

1  5 

6 

9 

10120 

2.77 

ille 

2379.8 

17 

-2.5 

NM 

NM 

N  M 

15.0 

15.0 

1  2 

6 

-9 

4174 

3.18 

antile  Stores  (11) 

888  1** 

-1 

56.0 

2 

6.3 

6.1 

6.8 

6.8 

16 

8 

-8 

1405 

2.35 

y-Go-Round  Enterprises  (11) 

on  a  l 

o 

—A  A 
O.O 

4  o 

—0*5  1 

NM 

i  ft 
.Jo 

o 

ioi 

er  (Fred)  (11) 

807  8 

7 

30.0 

16 

3.7 

3.4 

NA 

13  4 

16 

1  4 

9 

1051 

2.50 

aels  Stores  (11) 

235.6 

29 

14.0 

26 

5.9 

6.1 

1  1.2 

14.2 

27 

38 

43 

684 

1.53 

3  Warehouse 

156.8 

59 

5.8 

106 

3  7 

2  8 

18.5 

18.5 

29 

NA 

NA 

535 

0.73 

tan  Marcus  Group  (5) 

650.7** 

C 
D 

0  1  ^ 

1  1  .3 

00 

zz 

0  0 

0  0 
z.y 

7  A 
/  .O 

"7 

4r./ 

Z/ 

A\7Ci 
3/  U 

C\  ^A 

Istrom  (11) 

1 107.4 

4 

610 

22 

5  5 

4.7 

10.7 

12.0 

23 

13 

4 

3180 

1.71 

da  Holdings  (11) 

184.1** 

10 

-0.4 

NM 

NM 

1.1 

NM 

-35.2 

NM 

6 

-42 

24 

0.48 

sss  Cashwayy  (1) 

542.1 

10 

-0  7 

NM 

NM 

NM 

8.6 

7  3 

24 

NA 

1  IA 

631 

0.65 

ey  (J.  C.)  (11) 

6478  0 

z 

JIO  fl 
40  V.U 

1  7 
1  / 

A  Q 

O.O 

^  o 

o.y 

117 

17  7 

I  4 

4 

1 
1 

1  077Q 
1  Z/  /  O 

0  70 

j./y 

Soys-Manny,  Moe  &  Jack  (11)  296  8 

9 

15.5 

26 

5.2 

4.5 

NA 

1  1  8 

28 

15 

6 

1814 

1 .06 

e  Stores  (11) 

437.1 

2 

-4.7 

NM 

NM 

2.5 

NM 

-8.1 

NM 

3 

-26 

1222 

-1.04 

/Costco  (4) 

4101.4** 

8 

62.3 

-10 

1 .5 

1.8 

6  2 

7.6 

23 

NA 

;  ia 

3210 

0.63 

Network  (11) 

372.5** 

o 

O  Q 
4.0 

OO 

U  o 

5  9 

t  J  A 

1 0.0 

3  4 

r  i  a 

O  *i 

1 504 

1.10 

'»  Stores  (11) 

379.5** 

-18 

2.1 

NM 

0  6 

NM 

NA 

NM 

NM 

-15 

NA 

8 

-3.53 

Stores  (11) 

344.3 

7 

12.8 

-21 

3  7 

5  0 

1  1 .7 

12.8 

1  4 

1  2 

1  8 

392 

1.14 

s,  Roebuck 

12266  3 

9 

-97.9 

NM 

NM 

2.8 

13.6 

19.5 

9 

-8 

15 

16314 

5.13 

ice  Merchandise 

724.2 

Q 

-12.8 

NM 

NM 

NM 

12.9 

30.2 

9 

3 

o 
z 

7  33 

0.78 

Ko  Stores  (10) 

462  6 

8 

10.2 

-41 

2.2 

4  1 

6.5 

8.8 

l  i 

1  1A 

NA 

348 

1  02 

jel 

622.1 

24 

6.5 

126 

1.1 

0.6 

5  9 

9  2 

45 

8 

1  2 

2424 

0.50 

abridge  &  Clothier  (11) 

338  8** 

2 

23.3 

5 

6.9 

6.7 

6.8 

7.0 

12 

3 

-12 

214 

1.71 

>ts(11) 

218  8 

1  A 
1  4 

Do 

O  A  A 
Z43 

I  j 

0.8 

22. 1 

31.2 

2  2 

N  A 

r  JA 

1 069 

1 .42 

y 

992  1** 

15 

41.8 

3 

4  2 

4  7 

10.4 

10  6 

1  4 

2 

1  0 

2111 

2.44 

ny  (11) 

208.0** 

36 

18.0 

1  08 

8.7 

5  7 

NM 

-5.4 

r  jm 

1  4 

NA 

458 

-0.65 

11) 

1040.2 

4 

30.7 

5 

3.0 

2.9 

16  6 

26.4 

14 

-14 

-6 

1716 

1 .62 

'R'  Us  (1 1) 

3893.5 

14 

374.6 

10 

9.6 

10.0 

14.1 

17.2 

21 

20 

14 

10020 

1  63 

Shoe  (11) 

669  0 

_3 

8  3 

894 

U  1 

—0  A 
J  .4 

Z  1 

Ano 

—ft  T  ^ 

e  City  Department  Stores  (5) 

275.4** 

3 

18.3 

1 

6.7 

6.8 

15.2 

16.7 

14 

NA 

20 

489 

1.07 

ure  Stores  (11) 

649  4" 

13 

30.5 

5 

4.7 

5.6 

13.5 

16.8 

10 

4 

NA 

406 

2.43 

ig  Office  Products  (6) 

162  6 

30 

10.8 

67 

6.6 

5.2 

22.9 

23.1 

35 

53 

24 

973 

1  40 

an  (11) 

890.3 

-5 

-44.9 

MM 

NM 

1.5 

NM 

-4.4 

NM 

44 

NA 

550 

-0.56 

Mart  Stores  (11) 

20360.5 

19 

868  0 

16 

4.3 

4  4 

14.8 

23.5 

25 

32 

25 

58325 

1  02 

Iworth  (11) 

2816.0** 

-10 

-1 1  1.0 

NM 

NM 

5  3 

NM 

-36  7 

NM 

4 

2 

21  1  1 

-3.76 

kers  (11) 

185.9** 

-1  1 

8.0 

-47 

4.3 

7.3 

7.1 

8.1 

10 

NA 

NA 

146 

1.55 

CTRICAL  &  ELECTRONICS 

STRY  COMPOSITE  33895.4 

13 

2587.7 

29 

7.6 

6.7 

14.2 

16.2 

16 

5 

9 

138211 

2.38 

TRICAL  PRODUCTS 

IP  COMPOSITE 

7336.5 

-4 

355.3 

-5 

4.8 

4.9 

8.3 

10.1 

26 

0 

4 

28061 

1.14 

tek 

199  3 

7 

8.8 

44 

4.4 

3.3 

NM 

-5.1 

NM 

0 

NA 

494 

-0.10 

man 

175.9** 

13 

1  1.4 

18 

6.5 

6.2 

NA 

15.3 

19 

NA 

NA 

712 

1.37 

>er  Industries 

1316.9** 

-10 

48.4 

-23 

3.7 

4  3 

9  6 

10.1 

14 

8 

4 

4168 

2.63 

rson  Electric  (3) 

2116  5 

3 

194.3 

9 

9.2 

8.6 

20.4 

21.7 

15 

7 

6 

12682 

3.81 

bell 

207  0 

5 

24.3 

1 

1 1.8 

12.1 

12  3 

1  1  9 

29 

8 

1 

1883 

2.1 1 

neTek  (6) 

374.2 

-3 

17 

-81 

0.5 

2.3 

NM 

-30.1 

NM 

37 

4 

347 

-1.47 

onal  Service  Industries  (4) 

439.3 

3 

16.3 

1 1 

3.7 

3.4 

9.8 

10.8 

17 

4 

-7 

1320 

1.56 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 


VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTI 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIh 

1994 

1 993 

1994 

1 993 

1 994 

1 993 

CAPITAL 

P-E 

EQUITY 

PER 

$MIL 

$  MIL. 

% 

% 

4-22 

% 

S  MIL. 

SHAR 

Raychem  (6) 

361.3 

12 

1.1 

139 

0.3 

0.1 

1.3 

1.3 

NM 

-1 

NA 

1444 

0  2 

Reliance  Electric 

403.0 

4 

13.0 

8 

3.2 

3.1 

6  2 

1  8.7 

27 

106 

17 

917 

0  6 

Wesfinghouse  Electric 

—  1 4 

JO.U 

—  1  O 
J7 

0  1 

0  0 
z.y 

r  J  m 

—01  0 

NM 

—22 

NA 

4094 

-0.6 

(b)  ELECTRONICS 

GROUP  COMPOSITE 

13694.3 

16 

951.9 

45 

7.0 

5.6 

13.7 

14.8 

17 

5 

1 

47761 

2.5 

495  1 

-7 

28  1 

2 

5  7 

5  2 

1 6  2 

15  9 

1  ] 

9 

g 

1381 

0.3  j 

General  Instrument 

432  5 

43 

52.9 

373 

12  2 

3.7 

15.2 

33.9 

23 

-14 

NA 

2961 

2  1 

GM  Hughes  Electronics 

3560.8 

12 

312.5 

65 

8.8 

6  0 

13.7 

13.9 

13 

-2 

1 

2989 

2  6 

Harris  (6) 

838  3 

13 

33.0 

20 

3  9 

3.7 

8.7 

10  6 

14 

3 

0 

1737 

3.1 

Litton  Industries  (5) 

803.9 

7 

23  4 

27 

2.9 

2.4 

6.6 

6.0 

7 

5 

-7 

1377 

4  4 

Motorola 

4693.0 

29 

298.0 

46 

6.4 

5.6 

14.8 

16.5 

24 

13 

12 

25631 

1.9 

Raytheon 

23140 

5 

169.3 

7 

7.3 

7  1 

16.8 

16.4 

12 

16 

6 

8721 

5.2 

Sensormatic  Electronics  (6) 

162.2 

42 

16.4 

38 

10  1 

10.4 

1 1.2 

12.7 

27 

21 

20 

1807 

1  1 

Varian  Associates  (3) 

1  Q  0 
1  O.  J 

T  / 

4.0 

0  0 

1  O  A 

1  4.4 

on 

1 

1  0 

1  0 

1 1 56 

1  6 

(c)  INSTRUMENTS 

GROUP  COMPOSITE 

4305.0 

8 

137.1 

13 

3.2 

2.8 

8.3 

10.1 

23 

0 

NM 

10005 

1.2 

Beckman  Instruments 

198  6 

-2 

9.8 

-4 

4.9 

5.1 

NM 

12  2 

NM 

5 

NA 

689 

-1.2 

Honeywell 

1347.9 

-6 

47.7 

17 

3.5 

4.0 

15.5 

17.6 

13 

0 

-4 

41  1  1 

2.i 

Imo  Industries 

153.7 

-8 

0.9 

1  20 

0.6 

0.2 

NM 

NM 

NM 

3 

NA 

169 

-2.3| 

jonnson  controls  (J) 

1  iQO  1 

1  O 

OS  Z 
£.3.3 

■34 

1  c 

1  .0 

1  .3 

1  1  0 
1  1 .1 

1  J. 4 

1  A 
1  4 

J 

J 

1 956 

3.4T 

Perkin-Elmer  (6| 

263.5 

NA 

20  4 

NA 

7.7 

r  J  a 

NA 

NA 

NA 

-18 

-9 

1229 

N 

Tektronix  (7) 

332.8 

7 

15.5 

69 

4.7 

2  9 

MM 

-10.4 

NM 

-2 

NA 

959 

-1.51 

Teradyne 

152.0 

19 

13.5 

1  50 

8  9 

4  2 

10.6 

10.5 

19 

8 

29 

812 

1  2 

Tracor 

1  74  4 

]  B9 

1  O 

j.y 

1  2  8 

I  I 

2  8 

9. 1 

17.1 

1 4 

-4 

NA 

80 

0  5 

(d)  SEMICONDUCTORS 

GROUP  COMPOSITE 

8559.S 

28 

1143.3 

35 

13.4 

12.7 

21.3 

22.9 

13 

14 

16 

52385 

3.4 

Advanced  Micro  Devices 

513.1 

26 

84.6 

38 

16  5 

15.1 

16.2 

16  7 

10 

16 

85 

2357 

2  sL 

AMP 

906  1 

8 

79.6 

10 

8.8 

8  7 

14.1 

14  3 

21 

6 

-1 

6268 

2  5 

Amphenol 

155.5 

6 

7.0 

91 

4.5 

2  5 

NA 

16  9 

26 

29 

NA 

682 

O.cl 

Analog  Devices  (2) 

181  1 

20 

15.3 

88 

8  4 

5.4 

10.7 

1 1.5 

26 

4 

-7 

1293 

l.cf 

Intel 

2660  0 

31 

617  0 

13 

23  2 

27.1 

27.0 

29.0 

1  1 

29 

33 

25237 

5.3}! 

LSI  Logic 

193.8 

15 

19.4 

82 

10.0 

6.3 

11.3 

19  1 

16 

-5 

NA 

1001 

1  ; 

Micron  Technology  (4) 

390  5 

121 

86.8 

860 

22.2 

5.1 

27.8 

30,7 

14 

13 

-24 

3507 

2.4 

Molex  (6) 

238  6 

16 

23.6 

36 

9.9 

8.5 

1 1.7 

10.7 

24 

14 

5 

2099 

^ 

National  Semiconductor  (7) 

544  7 

1  1 

63  8 

137 

1 1.7 

5.5 

20.9 

19.7 

12 

-7 

NA 

2206 

l.< 

Solectron  (4) 

327.2 

75 

12  4 

88 

3  8 

3.5 

12.3 

16.1 

25 

109 

33 

1094 

l.C 

Texas  Instruments 

2449.0 

30 

134  0 

58 

5.5 

4.5 

18.7 

20.7 

13 

3 

2 

6641 

5.: 

io  FOOD 

INDUSTRY  COMPOSITE 

78041.1 

5 

2140.2 

23 

2.7 

2.3 

12.4 

22.3 

18 

9 

11 

140298 

i.« 

(a)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

12146.3 

2 

135.2 

14 

1.1 

1.0 

8.2 

11.7 

19 

12 

8 

9177 

1.: 

Fleming 

4032.0 

0 

24.4 

-35 

0.6 

0.9 

2.9 

2.3 

37 

12 

-1 1 

896 

 1 

o.< 

Nash  Finch 

618.2" 

3 

2.6 

5 

0  4 

0  4 

7.4 

8.0 

1  1 

6 

2 

182 

Richfood  Holdings  (8) 

295.2 

2  3 

5.0 

24 

1  7 

1.7 

14.8 

19.6 

19 

23 

61 

352 

o.i 

Rykoff-Sexton  (8) 

372.7 

4 

0.4 

NM 

0.1 

NM 

3.6 

3.3 

39 

1 

NA 

219 

oj 


Smart  &  Final 

198.9 

14 

2  6 

8 

1.3 

1.4 

NA 

13.7 

21 

NA 

NA 

309 

o.l 

Super  Food  Services  (4) 

257.4** 

-2 

2.0 

9 

0  8 

0  7 

6.1 

7.4 

14 

6 

-10 

133 

0.1 

Supervalu  (10) 

3687  0 

4 

52  6 

5 

1  4 

1.3 

9  8 

15.1 

12 

1  1 

1 1 

2285 

2  ; 

Sysco  (6) 

2684.9 

12 

45.7 

7 

1.7 

1.8 

12  3 

1 7.9 

22 

17 

18 

4800 

] 

 1 

(b)FOOD  PROCESSING 

GROUP  COMPOSITE 

33239.4 

6 

1500.2 

21 

4.5 

4.0 

14.8 

23.5 

17 

7 

11 

98170 

I.1 

 . 

Borden 

1272.7 

-2 

5  8 

-87 

0.5 

3.4 

NM 

-38  6 

NM 

-28 

NA 

1  732 

-0.. 

Campbell  Soup  (5) 

1894  0 

6 

203.0 

NM 

10.7 

NM 

26.2 

30  9 

1  7 

0 

58 

10034 

2.: 

ConAgra  (7) 

5581  3 

10 

103.7 

14 

1.9 

1  8 

12.3 

18.1 

1  7 

25 

12 

7193 

1.1 

CPC  International 

1737.7 

6 

98.1 

9 

5.6 

5.5 

19  6 

26  1 

16 

8 

10 

7229 

3.1 

Curtice-Burns  Food  (6) 

189  5 

-10 

1.7 

134 

0.9 

0.3 

NM 

22  8 

NM 

-1 

NA 

127 

-2.  t 

Dean  Foods  (7J 

622.9 

10 

18.4 

16 

3.0 

2.8 

11.1 

13.1 

1  7 

13 

8 

1 104 

ri  v 

Dekalb  Genetics  (4) 

143.0 

9 

5.7 

22) 

4  0 

5.4 

NM 

19 

82 

3 

13 

161 

0.;  « 

Dole  Food 

818.8 

7 

29  7 

-44 

3.6 

6.9 

4.3 

5.2 

31 

7 

-9 

1702 

0.'  - 

Flowers  Industries  (6) 

221  7 

5 

7.4 

-4 

3.3 

3.6 

10  5 

14.0 

17 

5 

-2 

644 

l.i  a 

General  Mills  (7) 

2101.4 

5 

145.0 

3 

6.9 

7  0 

18.2 

44.5 

16 

17 

16 

8277 

3.  it 

Heinz  (H.J.)  (8) 

17102 

-3 

128.6 

-21 

7.5 

9.2 

15.0 

23.4 

16 

9 

9 

8339 

2.  k 

Hershey  Foods 

883  9 

-2 

53.0 

-50 

6  0 

1  1.7 

15.1 

17.4 

16 

8 

14 

3°64 

2.  - 

Hormel  Foods  (2) 

716.2 

5 

20.6 

12 

2.9 

2  7 

17.7 

17.7 

14 

8 

1  1 

1456 

1-  I 

Hudson  Foods  (3) 

256.3 

16 

4  4 

1  3  5 

1.7 

0  8 

8  2 

1  1.3 

12 

13 

-3 

231 

IBP 

2819.4 

3 

20.9 

69 

0  7 

0  4 

9.6 

13.7 

14 

4 

-2 

121  1 

1.  - 

Interstate  Bakeries  (7) 

336  3 

-2 

2  5 

NM 

NM 

1.5 

6  3 

10.2 

13 

NA 

NA 

242 

0.  1 

International  Multifoods  {10) 

561.8 

5 

-5.1 

NM 

NM 

2.0 

NM 

-5.2 

NM 

-1 

8 

308 

-0.  : 

Kellogg 

161 1.2 

6 

183.9 

3 

1  1.4 

1 1.8 

29  2 

40.0 

17 

4 

1 1 

1 1738 

2.  \i, 

McCormick  (1 ) 

367.7 

e 

18.3 

6 

5.0 

5.1 

14.0 

21  1 

1  7 

9 

26 

1709 

1.  tin 

Pet  (6) 

420.4 

6 

30  8 

2 

7.3 

7  6 

17  2 

36.9 

1  5 

-21 

NA 

1780 

1.  Hi 
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1  _l  . 

A    _l  - 

^  ~l 


iili  If  II 


VIPANY                           SALES                PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 

1ST          CHANGE          1ST          CHANGE         1ST             1ST  ON            ON                                     EARNINGS      SHARES  MONTHS' 

QUARTER        FROM        QUARTER         FROM       QUARTER     QUARTER  INVESTED    COMMON  COMMON       PER      OUTSTANDING  EARNINGS 

1994            1993           1994            1993          1994           1993  CAPITAL       EQUITY         P-E          EQUITY        SHARE           4-22  PER 

SMIL.             %            SMIL.             %             %              %  %              %           4-22            %             %             S  MIL.  SHARE 


rim's  Pride  (3)                             223.2  -2  7.9  1  3.5  3.4  11.1  16.2  10  13          -2  231  0.87 

leer  Hi-Bred  International  (4)      250.0  60  16.2  NM  6.5  nm  20.9  21.4  19  8          2'  3043  1.80 

ikerOats(6)                                1449.2  7  73.8  -4  5.1  5.7  27.5  68.0  15  -14            5  4349  4  32 

ton  Purina  Group  (3)  1997.7  4  72.4  -12  3.6  4.3  15.4  51  1  15        NA  -1  3825  2.53 

i  Lee  (6)                                    3664.0  11  152.0  0  4.1  4.6  13  2  19  4  14  18          16  10047  147 

rhfield  Foods  (8)                          429.0  26  11.7  nm  2.7  0.2  8.0  8  2  31  31         -14  358  0  72 

n  Apple  Valley  (7)  173.3  5  3.0  -1  1.7  1.8  na  12  3  12  26  54  136  1.94 

rersal  Foods  (3)                           237.1  9  14.6  9  6.1  6.2  12  9  19  3  15  12           10  849  2.24 

[Foods  (6)                                  171.1  14  1.3  3  0.8  0.8  8.8  10.3  23  9           14  347  1.40 

jley  (Wm.)  Jr.  378  6  14  75.9  79  20.1  12  7  35.0  36.2  28         13  15  5805  1.79 


D  RETAILING 

UP  COMPOSITE  32655.5  4        504.9  31  1.5  1.2  9.5        24.5         20  12  14       32951  0.82 


srtson's(ll)                                3062.0  14  127.0  20  4.1  3.9  17  8  24.4  21  12  16  7190  134 

srican  Stores  (1 1)                      4870.6  0  1017  7  2.1  2.0  8.6  15.0  14  15  16  3633  185 

;y's  General  Stores  (8)                173.8*  9  4  0  29  2.3  2.0  8.2  13.0  16  11  9  259  0  72 

hamps  (6)  265.1  8  3_6  1  1.3  1.4  9.3  10.3  11  13  0  146  1.91 

le  Food  Centers  ( 1 1 )                   269.5  -2  -10.5  nm  nm  0.9  na  -8.6  nm  8  na  58  -0.55 

i  Lion                                          1804.0  9  31.2  42  1.7  1.3  3.2  14  NM  18  -37  2721  0  02 

darama  Supermarkets  (2)           157.5  -9  0.0  -67  0.0  0.1  nm  -7.2  NM  0  NA  14  -1.94 

eral  Nutrition  (11)  177.9  19  10.3  447  5.8  1.3  12.3  20.0  31  NA  NA  886  0.77 

itFood(lO)                                 1159.1  4  36.3  -1  3.1  3.3  NA  13  2  15  13  1  1327  153 

at  Atlantic  &  Pacific  Tea  (10)       2362.5  -1  -19.4  nm  nm  nm  2.4  0.4  NM  5  NA  889  0.10 

naford  Brothers                         519.1**  6  11.0  14  2.1  2.0  10.5  14.0  17  18  10  958  1.36 

ger  5328  8  3  55  7  89  1.0  0.6  23.4  nm  13  NA  43  2422  1.79 

ional  Convenience  Stores  (6)       204.7  na  -1.5  na  nm  na  7.5  10.9  13  -1  na  95  1.24 

n  Traffic  ( 1 1 )                               845.3**  13  7  6  84  0.9  0.6  3  9  46  9  51  na  na  422  0.76 

dick  (3)                                      465.9  12  7.4  -7  1.6  1.9  8  1  9  9  16  15  6  428  1.17 

■way                                        3491.8  3  41.9  NM  1.2  nm  10  4  43.6  18  na  80  2525  1.37 

rh's  Food  &  Drug  Centers            753.8  10  9.4  -33  1.2  2.0  5.1  7.5  14  26  8  575  1.37 

thland                                      1528.9***  -4  -8.1  nm  nm  nm  -0.3  nm  nm  na  na  1922  0.01 

>&  Shop  (11)                                870.4  7  18.8  21  2.2  1.9  8  8  412  20  -7  -6  1227  1.23 

ige  Super  market  (5)  176.7  1  0.2  -87  01  0.7  3.1  0.4  nm  2  -33  23  0.07 

s                                              1144.0  -4  9.0  -43  0.8  1.3  3.9  5.0  28  25  -13  715  0.60 

s  Markets                                  372.6  5  17  4  -7  4.7  5.2  9.5  9.7  15  7  -3  1100  1.64 

n-Dixie  Stores  (6)                      2651.5  6  52.0  -9  2.0  2.3  22.0  23.0  15  6  17  3417  3  13 


EL  

ISTRY  COMPOSITE  88624.8         -4      3670.0  -1  4.1  4.0  7.3         10.7         20  1  -3     278025  2.63 


lL,  OIL  &  GAS 

UP  COMPOSITE  85833.7         -5      3508.9  -1  4.1  3.9  7.2         10.7         19  1  -3      260014  2.70 


irada  Hess                               1869.2**  18  83.7  nm  4.5  0.2  nm  -7.2  nm  7  na  4490  -2.36 

>co                                              5860.0  -6  398  0  74  6.8  3.7  10.8  14  6  14  0  -7  27742  4  00 

land  Oil  (3)                               2024.1  -10  32.9  nm  1.6  0.0  9  9  15.6  13  0  -2  2450  3.17 

mtic  Richfield  3440.0  -18  149.0  -43  4  3  6.2  3.2  2.5  NM  0  -26  15695  0.98 

lington  Resources                       320.3  1  47  7  6  14  9  14.3  7  9  9  9  23  -5  27  5755  1.97 

vron                                           8264.0**  -9  388  0  -23  4.7  5.5  6  3  8  2  26  -1  14  29398  3  54 

stal                                          2700.8  2  81  1  224  3.0  0  9  6.0  7.0  21  10  -14  3253  1.51 

nond  Shamrock  583.8  -6  12.2  144  2.1  0.8  5.9  6.9  22  11  -18  798  1.25 

>n  Oil  &  Gas                               152.2  11  30.3  0  19.9  22.1  NM  14.8  27  13  45  3686  173 

on                                          23223.0**  -5  1160.0  -2  5.0  4  8  10  5  14  8  15  2  6  78389  4  19 

I                                                    777.5  -9  25.0  NM  3.2  0.0  6  7  8.7  12  4  -23  1094  6.10 

r-McGee  800.9  2  21.6  -11  2.7  3.1  4.6  4.9  30  0  -7  2357  151 

isiana  Land  &  Exploration           206  7**  11  6.2  130  3.0  1.4  2.9  2.7  3  -31  1327  0  52 

SCO                                                692.1**  0  41.4  22  6.0  4.9  11.5  23  4  14  1  6  1861  4.49 

hell  Energy  &  Development  ( 1  1 )  f     230  9  -8  6.0  -69  2.6  7.8  3.1  3.3  38  3  73  981  0.49 

sil  13402.0**  -1  535.0  9  4.0  3.6  9.3  12.2  15  1  -2  31225  5.19 

idental  Petroleum                    2106.0  -3  -40.0  nm  nm  3.8  1.2  -3.0  nm  -12  -33  5195  -0.32 

lips  Petroleum                          2884.0  -5  127.0  108  4.4  2  0  6  5  11.6  27  6  -17  8302  1.19 

•ton  Minerals  Group                   176.7**  5  -74.1  nm  nm  1.6  NM  nm  nm  na  na  169  -14.71 

iker  State  206.6  15  5  6  64  2.7  1.9  8.5  8.4  23  -11  -d  361  0.57 

2067  0**  -10  34  0  -3  16  1.5  10.6  14.2  12  -12  87  3521  2.65 

aco                                             7434.0**  -10  202.0  -28  2.7  3.4  NM  11.8  16  2  -10  16836  4  18 

:o                                                1495.7  259  38  9  163  2.6  3.6  119  23  0  10  47  -14  980  3.07 

on  Texas  Petroleum  Holdings      194  0"  10  27_0  5  13.9  14.6  nm  114  51  9  -11  1611  0  36 

>cal                                           1694.0**  -19  540  -62  3.2  6.8  5.9  8.4  30  4  28  6516  0.91 

(-Marathon  Group                     2747.0**  -7  110.0  255  4.0  1.1  NM  2.2  74  NA  NA  5087  0.24 

sro  Energy  281.3  -5  6.3  -60  2.2  5.3  3.4  3  0  37  12  13  935  0.59 


ROLEUM  SERVICES 

»UP  COMPOSITE  2791.0  0  161.1  6         5.8  5.9         10.1         10.8         34  11  6         18011  1.70 


:er  Hughes  (3)  650.0        -6  23  3        732         3.6  0.4  5.1  5.1         32         13  -4         2598         0  57 

lumberger  1640.3  3         121.5  -9         7.4  8.3        12.9        12  8         23         11  10        13395  2.35 

stern  Atlas  500.7        na  16.4         na         3.3  na  na  na        na        na  na         2018  na 
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COMPANY 


SALES 


1ST  CHANGE 
QUARTER  FROM 
1994  1993 


PROFITS 


MARGINS 


$  MIL 


1ST 
QUARTER 
1994 
S  MIL. 


CHANGE  1ST 
FROM  QUARTER 
1993  1994 


1ST 
QUARTER 
1993 


RETURN 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


5-YEAR  GROWTH  MARKET 

VALUE  12 

EARNINGS      SHARES  MONTH: 

COMMON        PER       OUTSTANDING  EARNINC 

EQUITY        SHARE           4-22  PER 

%              %              SMIL  SHARE 


12  HEALTH  CARE 


INDUSTRY  COMPOSITE 

56918.6 

9 

5685.3 

6 

10.0 

10.5 

16.8 

20.9 

18 

10 

11 

302733 

1.92] 

(o)DRUG  distribution 

GROUP  COMPOSITE 

15114.6 

9 

196.0 

-25 

1.3 

2.0 

11.5 

11.8 

22 

10 

5 

14643 

1.25 

Arbor  Drugs  (5) 

1 59.6 

1  4 

6  5 

24 

4  1 

3.7 

6.2 

6.5 

34 

25 

3 

281 

0.511 

Bergen  Brunswig  (3) 

1 845.4** 

NA 

14.5 

f  IA 

0  8 

N  A 

5.2 

6.3 

NA 

10 

-5 

55 1 

Big  B  (1 1) 

179.9 

22 

5  6 

27 

3.1 

3  0 

NA 

13.4 

15 

6 

5 

169 

0.72| 

Bindley  Western  Industries 

916.8 

15 

3.6 

1  1 

0.4 

0.4 

6.0 

6.0 

13 

35 

15 

124 

0.911 

Cardinal  Health  (9) 

1510.7 

25 

-8.9 

riM 

NM 

0.8 

NA 

5.4 

NA 

NA 

NA 

1457 

na| 

Drug  Emporium  (10) 

202.2 

-2 

0.9 

-3 

0  4 

0  4 

NA 

2.5 

47 

16 

NA 

62 

0  1C 

Eckerd  (1  1) 

1 181.5 

8 

35.9 

94 

3  0 

1.7 

17.8 

NM 

17 

NA 

NA 

676 

1  24 

Fay's  (11) 

255.1 

-1 

5.9 

12 

2.3 

2.0 

9  2 

111 

13 

12 

8 

128 

0.5(1 

Hook-SupeRx  (4) 

613.9 

1 

8.9 

-12 

1.5 

1.7 

NM 

-5.7 

NM 

39 

NA 

271 

-0.241 

Longs  Drug  Stores  (11) 

684.7 

3 

16.9 

3 

2  5 

2.5 

9.1 

10.0 

13 

10 

-3 

651 

2.4| 

McKesson  (?) 

3176.9** 

8 

40.4 

20 

1.3 

1.1 

19.5 

28.6 

18 

-9 

-5 

2637 

3  66' 

Perry  Drug  Stores  (2| 

1  90  6 

5 

3.4 

504 

1.8 

0.3 

NM 

-28,7 

NM 

6 

NA 

68 

1  3C! 

Revco  D.  S.  (71 

621  2 

12 

12.5 

193 

2.0 

0.8 

5.8 

6.4 

25 

NA 

NA 

781 

0.6~| 

Rite  Aid  (10) 

1077,4 

-3 

-47.7 

riM 

NM 

4  1 

NA 

2,4 

63 

13 

7 

1652 

0.301 

Walgreen  (4) 

2498  5 

1  1 

97  6 

17 

3.9 

3.7 

16  0 

17.9 

20 

14 

13 

5138 

2  14 

(b)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

19748.2 

11 

3482.6 

5 

17.6 

18.6 

19.8 

23.5 

17 

10 

9 

172054 

2.3«| 

Allergan 

210.1 

4 

22  2 

0 

1 0  6 

1  1 .0 

1 7.6 

20,1 

1  3 

1 

16 

1312 

1 .6(1 

A  mn  n^ww    f*  \j  11  n  ft  m  ■  f\ 

hi i it; t r. t u ii  vyananiiu 

1254  8 

1  0 

116  7 

2 

9  3 

1 0  0 

- 1  1  8 

4 

43 1 2 

1  .  o\ 

American  Home  Products 

2144.0 

2 

415.8 

4 

19.4 

19.0 

29  9 

38.3 

12 

10 

6 

18309 

4.7( 

Amgen 

364.0 

17 

93.5 

16 

25.7 

26.0 

28.4 

32  3 

15 

53 

112 

5586 

2.75 

Bristol-Myers  Squibb 

2833.9 

3 

581  0 

1 

20.5 

20.9 

30.1 

33.1 

14 

9 

1 1 

27323 

3.8: 

Genentech 

189.0" 

38 

38.9 

171 

20.6 

10.1 

6.8 

7.1 

71 

24 

2 

5756 

0.71 

Lilly  (Eli) 

1637.0 

5 

330.7 

-1  1 

20.2 

23.9 

9  3 

9  8 

33 

9 

-7 

14784 

1.5i 

Marion  Merrell  Dow 

708.0 

15 

86.0 

16 

12.1 

12.0 

16.4 

18  6 

12 

41 

10 

4590 

1.3| 

Merck 

3514.3 

48 

675.2 

10 

19.2 

2  5  8 

18.4 

22.2 

1  7 

24 

15 

38872 

is; 

Pfizer 

1982  9 

6 

370.7 

13 

18.7 

17.6 

16.9 

18.1 

27 

1 

2 

18894 

2.25 

Rhone-Poulenc  Rorer 

870.6 

-5 

77.9 

-19 

8  9 

10.5 

19.3 

27  3 

12 

30 

47 

4538 

2  8: 

Schering-Plough 

1161.6 

7 

253.2 

13 

21  8 

20  5 

46  0 

54  0 

14 

-4 

20 

1 1562 

4.4 

Syntex  (5) 

489  1 

-3 

95.8 

-20 

19  6 

23  6 

NM 

30  4 

7 

15 

5 

2818 

1.7! 

Upjohn 

916.0 

0 

134.8 

1  1 

14.7 

16.5 

13.7 

18.0 

12 

3 

8 

4596 

21: 

Warner-Lambert 

1472  9 

1 1 

190  4 

40 

12  9 

10.2 

21.0 

24  4 

26 

7 

-2 

8803 

2.5: 

(c)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

10855.9 

8 

718.6 

19 

6.6 

6.0 

12.1 

16.6 

19 

20 

NA 

43834 

1.3- 

American  Medical  Holdings  (4) 

583.3 

3 

24,3 

33 

4  2 

3  2 

8  0 

11.1 

1  9 

-3 

NA 

1453 

1 .01 

Beverly  Enterprises 

712  2 

3 

15.5 

49 

2.2 

1  5 

7.0 

6.6 

28 

7 

5 

1064 

0.4) 

Caremark  International 

524  5 

2  3 

4  3 

— 73 

0  8 

3  7 

1 5  5 

1 6  2 

1  9 

1234 

0  9 

Columbia/HCA  Healthcare 

2778.0 

5 

239  0 

17 

8.6 

7.7 

NA 

NA 

23 

NA 

NA 

13593 

i.71 

Continental  Medical  Systems  (6) 

253.0 

9 

4.2 

46 

1  6 

3.3 

5.3 

4,2 

33 

47 

5  1 

361 



0.2' 

Foundation  Health  (6) 

403.6 

5 

19.6 

5 

4  9 

4  9 

20  3 

24.5 

13 

NA 

3  3 

1033 

2.8 

Health  Care  &  Retirement 

1 50  3 

1  4 

9  6 

26 

6  4 

5  8 

8  0 

1  1  8 

24 

836 

1  0 

Healthsouth  Rehabilitation 

231.3 

99 

12.1 

37 

5.2 

7.6 

1.8 

3.4 

NM 

47 

-1 

917 

0.3i  «• 

Healthtrust  (4) 

652  5 

9 

47.4 

25 

7  3 

6.3 

1 1.9 

20.2 

16 

102 

NA 

2343 

1.7  1 

Hillhaven  (7) 

364.0 

6 

1  1 ,7 

24 

3.2 

2.7 

1 1.0 

15  0 

9 

-1 

NA 

396 

2.1 

Humana 

853.0** 

7 

32,0 

78 

3  8 

2  3 

12.1 

1 1.6 

29 

NA 

NA 

3027 

0.6,  g 

Manor  Care  (7) 

284  1 

16 

15.7 

32 

5.5 

4.8 

NA 

14  7 

22 

14 

34 

1721 

1.2  - 

National  Health  Laboratories 

185  0 

-7 

8.1 

-76 

4.4 

16  8 

21.7 

61  9 

1  3 

-1  1 

1  1 

1059 

1.0  * 

National  Medical  Enterprises  (7) 

720  3 

-9 

90.7 

39 

12.6 

8.2 

NA 

14  1 

16 

1  4 

-6 

2675 

10 

NovaCare  (6) 

204.0 

35 

16.0 

101 

7.8 

5.3 

1  1.8 

17.3 

19 

51 

45 

1076 

0.8  * 

OrNda  HealthCorp  (4) 

195  4** 

33 

0  5 

MM 

MM 

0.9 

8.3 

-3.8 

59 

16 

NA 

305 

0  2 

U.  S.  Healthcare 

715.9** 

12 

89  3 

42 

12.5 

9.8 

39  9 

39  9 

22 

42 

124 

6997 

2.0  f 

United  Wisconsin  Services 

169.2** 

29 

7.8 

2  1 

4  6 

4  9 

16.0 

22.5 

12 

NA 

NA 

349 

2.5  * 

Universal  Health  Services 

194.4** 

0 

10.3 

19 

5  3 

4  4 

NA 

1 1.7 

13 

6 

52 

311 

WellPoint  Health  Network 

682  0** 

16 

61.6 

30 

9  0 

8.1 

17.6 

17.6 

15 

NA 

NA 

3085 

2.0  ' 

 n 

(d)MEDICAL  PRODUCTS 

» 

GROUP  COMPOSITE 

11199.9 

5 

1288.0 

11 

11.5 

10.9 

14.7 

19.6 

20 

8 

14 

72203 

S.6 

Abbott  Laboratories 

2215.2 

8 

366  2 

6 

16.5 

16.9 

36.2 

38.6 

16 

8 

15 

23094 

1.7 

Bard  (C.  R.) 

247.4 

5 

22.8 

1  5 

9  2 

1  1.4 

14.4 

15  1 

21 

4 

0 

1237 

1.1  ti 

Bausch  &  Lomb 

438.8 

8 

35.7 

9 

8  1 

8  1 

1  1.5 

17.2 

17 

8 

9 

2616 

2.6  f 

Baxter  International 

2193  0 

7 

131.0 

130 

6.0 

2.8 

NM 

-6.1 

NM 

2 

NA 

6291 

-0.7  i, 

Becton,  Dickinson  (3) 

634  8 

4 

57.1 

2 

9.0 

9.1 

12.1 

14.9 

13 

10 

8 

2697 

2.7  „, 

Johnson  &  Johnson 

3690  0 

4 

544.0 

8 

14.7 

14.1 

26.9 

32.8 

14 

9 

15 

25885 

2.8  1 

Kendall  International 

193.8 

A 

17,2 

72 

8  9 

5  0 

16.0 

25.2 

16 

NA 

NA 

863 

-1-1  i 

Mallinckrodt  Group  (6) 

486.7 

1  1 

42  9 

41 

8  8 

6.9 

'  1M 

-9.0 

NM 

NA 

NA 

2562 

Medtronic  (8) 

334.6 

9 

56  9 

19 

17.0 

15.5 

24  8 

24.3 

19 

17 

17 

4301 

Owens  &  Minor 

390.8 

2  3 

4  8 

24 

1.2 

1  2 

1  1.3 

14.2 

24 

13 

29 

464 

no 

Stryker 

148.8 

10 

17.3 

20 

1 1.7 

10.7 

19.7 

21.9 

20 

26 

31 

1258 

: 

U.  S.  Surgical 

226.0 

-31 

-7,9 

MM 

NM 

1  1.0 

NM 

-29.0 

NM 

34 

NA 

935 
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APANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  1 2 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

S  MIL 

$  MIL 

% 

% 

4  22 

% 

SMIL 

SHARE 

USING  &  REAL  ESTATE 

STRY  COMPOSITE 

7940.9 

13 

124.7 

12 

1.6 

2.2 

9.5 

13.7 

19 

6 

-13 

26040 

1.77 

DING  MATERIALS 

IP  COMPOSITE 

5315.5 

6 

27.9 

-15 

0.5 

1.6 

10.7 

14.1 

22 

4 

-8 

21212 

1.80 

rge 

OA"7  Q 
ZVJ/  .0 

o 

o 

o  i  .y 

2  1 

55 

i 

-48 

1 388 

0  38 

ek 

169.0 

-5 

0.7 

NM 

0.4 

NM 

NM 

-10.1 

NM 

-15 

NA 

1  13 

-0.83 

jns-Corning  Fiberglas 

677.0 

4 

-67.0 

NM 

NM 

NM 

95.4 

NM 

31 

NA 

-15 

1453 

1.08 

Industries 

1476.9 

2 

121.9 

1  1 

8.3 

7.6 

10.4 

12.2 

26 

3 

-1 1 

7880 

2.89 

171 

1 86.6 

5 

6.6 

1 16 

3.5 

1  7 

NA 

15.6 

17 

13 

10 

964 

0  99 

win-Williams 

639  2 

3 

15.5 

12 

2.4 

2.2 

15.7 

16  2 

17 

1  1 

9 

2843 

1.87 

mseh  Products 

386.4 

13 

29.0 

62 

7.5 

5.2 

13.1 

12.9 

1  4 

1 

1 

1253 

4.22 

is  Industries  (7) 

170.6** 

18 

2.9 

NM 

1.7 

NM 

5.6 

5.5 

25 

7 

-28 

4  10 

1.46 

506.0 

NA 

-34.0 

NA 

NM 

NA 

NA 

NA 

NA 

NA 

NA 

989 

NA 

par  (2) 

148.0 

8 

4  3 

26 

2.9 

2.5 

19.8 

20.5 

23 

15 

17 

942 

1.89 

an  Materials 

216.9 

1 

-5.2 

NM 

NM 

NM 

10  3 

1  1.9 

20 

2 

-9 

1658 

2.26 

international 

531.2 

19 

15.2 

17 

2.9 

2.9 

1 1.7 

16.9 

17 

NA 

113 

1319 

2  07 

STRUCTION  &  REAL  ESTATE 

JP  COMPOSITE 

2625.4 

29 

96.8 

41 

3.7 

3.4 

7.4 

13.0 

12 

13 

1 

4829 

1.69 

ex  (9) 

869.5** 

34 

21.7 

42 

2.5 

2.3 

12.2 

13  2 

1 1 

10 

1 1 

901 

2.60 

ton  Homes  (6) 

150.7 

34 

17.5 

27 

1 1.6 

12.3 

14.2 

17.1 

18 

42 

21 

1 148 

1.14 

nanian  Enterprises  (10) 

257.7** 

39 

1  1.4 

37 

4.4 

4.5 

NA 

12  5 

12 

9 

-34 

243 

0.87 

man  &  Broad  Home  (1) 

256.9 

14 

8.9 

103 

3  4 

1.9 

7.2 

8.2 

17 

15 

18 

603 

1.04 

iar(l) 

192.3** 

64 

14.8 

64 

7.7 

7.7 

9.3 

12.5 

12 

13 

9 

714 

1.62 

340.6*' 

22 

11.3 

77 

3  3 

2  3 

NA 

14  1 

9 

1  7 

1  5 

727 

2  79 

nd  Group 

332.5 

13 

4.2 

-37 

1.3 

2.2 

riM 

-2.6 

NM 

12 

flA 

302 

-0.51 

Home 

225.3** 

35 

7.1 

40 

3  1 

3.0 

NM 

35  4 

3 

-8 

NA 

190 

6.34 

SURE  TIME  INDUSTRIES 

STRY  COMPOSITE 

19802.9 

9 

1142.9 

23 

5.8 

5.1 

7.3 

9.4 

24 

9 

2 

113339 

1.53 

NG  PLACES 

JP  COMPOSITE 

5512.7 

7 

338.9 

19 

6.1 

5.5 

1.0 

-2.5 

20 

15 

9 

30530 

2.03 

Evans  Farms  (8) 

166  6 

-2 

12  2 

7 

7.3 

6.8 

13.5 

13.8 

18 

1 1 

9 

846 

1.12 

ter  International  (6) 

211.4 

28 

16.5 

29 

7.8 

7.8 

15.9 

15.7 

34 

43 

29 

1972 

0.83 

ker  Barrel  Old  Country  Store  (5)    1 50  8 

26 

9.9 

30 

6  6 

6.4 

12.4 

13.0 

30 

46 

35 

1518 

0.84 

star 

626.3 

6 

12  7 

NM 

NM 

NM 

NM 

NM 

NA 

4 

NA 

387 

NA 

riott  International 

19160 

3 

43.0 

23 

2.2 

1.9 

14.3 

23.7 

19 

NA 

NA 

3174 

1.30 

onald's 

1796.0 

9 

243.4 

12 

13.6 

13.2 

12.2 

18  1 

20 

13 

1  1 

20957 

3.00 

rison  Restaurants  (7) 

310.0** 

9 

12  3 

17 

4  0 

3  7 

15.8 

18  4 

22 

5 

8 

887 

1.14 

ley's  (2) 

335  6" 

6 

14.2 

17 

4.2 

3.8 

41.2 

NM 

13 

NA 

10 

290 

1.47 

ERTAINMENT 

UP  COMPOSITE 

3985.8 

17 

284.4 

10 

7.1 

7.6 

9.7 

10.6 

27 

19 

2 

33570 

1.38 

kbuster  Entertainment 

696.5 

61 

72.6 

62 

10  4 

10.3 

10  4 

12.8 

21 

75 

47 

6092 

1.17 

ey  (Walt)  (3) 

2275  8 

12 

248.4 

16 

10.9 

10.6 

13.4 

14  8 

29 

16 

5 

22877 

1.46 

■mount  Communications  (8) 

1013.5 

7 

-36.6 

NM 

NM 

0.0 

4.4 

4  0 

27 

15 

-4 

4602 

1.39 

EL  &  MOTEL 

UP  COMPOSITE 

1214.7 

15 

97.6 

21 

8.0 

7.6 

9.6 

15.6 

23 

16 

0 

9443 

1.59 

sars  World  (5) 

258  0 

-2 

22.0 

-14 

8.5 

9.7 

13.4 

17.7 

12 

21 

4 

1119 

3.77 

js  Circus  Enterprises  (11) 

272.1 

42 

25.5 

28 

9  4 

10.5 

NA 

20  9 

21 

17 

20 

2453 

1  34 

>n  Hotels 

338.8** 

2 

22  7 

-2 

6.7 

7  0 

6.6 

9.7 

26 

5 

-5 

2599 

2.13 

nus 

345  8 

28 

27  4 

129 

7.9 

4.4 

12.1 

20  0 

31 

34 

45 

3271 

1  04 

ER  LEISURE 

UP  COMPOSITE 

9089.7 

7 

422.0 

38 

4.6 

3.6 

9.4 

13.1 

25 

1 

-1 

39796 

1.32 

>rican  Greetings  (10) 

474.5" 

6 

39.5 

16 

8.3 

7.6 

NA 

12  8 

17 

13 

25 

2215 

1.77 

tswick 

634.9 

17 

26.4 

169 

4.2 

1  8 

7.2 

8.8 

29 

-2 

-25 

2036 

0  75 

lival  (1) 

385  3 

19 

65  1 

28 

16.9 

15.7 

14.7 

20.4 

19 

16 

10 

6458 

2  35 

Group  (5) 

292.0 

24 

38.3 

18 

1  3  1 

13  8 

23  8 

29  5 

12 

31 

31 

746 

1.26 

(HI 

146.0 

6 

8  2 

-22 

5.6 

7.7 

NA 

6.6 

20 

8 

1 

217 

0.76 

man  Kodak 

3592.0 

1 

94.0 

0 

2.6 

2  7 

8.1 

14.2 

28 

-10 

-19 

13471 

1.45 

twood  Enterprises  (8) 

548.6 

23 

12.1 

12 

2.2 

2  4 

8.3 

1  1.4 

1  5 

7 

4 

891 

1.30 

ey-Davidson 

343  7 

28 

20  8 

37 

6.1 

5.6 

7.0 

7.0 

74 

23 

4 

1795 

0.64 

man  International  Industries  (6)  222.9 

33 

8.2 

104 

3.7 

2.4 

10.2 

10.7 

17 

8 

-17 

445 

1.79 

bro 

489.1 

0 

26 .7 

1 

5.5 

5.5 

14.8 

15.7 

15 

12 

22 

2974 

2  22 

fy 

189.2 

-12 

4.8 

-1 

2.6 

2  3 

NM 

-2.9 

NM 

10 

<;a 

251 

-0.21 

tel 

487.3 

2 

24.1 

30 

4  9 

3.9 

14  9 

16.7 

31 

42 

19 

4  162 

0.79 

icland  Stores 

269.4 

20 

-2.1 

NM 

NM 

NM 

9  5 

9.6 

20 

47 

42 

680 

0.98 

board  Marine  (3) 

263.5 

-4 

19.1 

NM 

7.2 

0.4 

NM 

-91.0 

NM 

-20 

NA 

411 

-7.01 

iroid 

462.6 

-1 

1.4 

NM 

0.3 

NM 

90 

1 2.2 

16 

15 

-6 

1446 

1  99 

al  Caribbean  Cruises 

288 .7 

7 

35.4 

76 

12.3 

75 

12.1 

16.6 

13 

NA 

NA 

1598 

1.97 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 


VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTI- 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

:.  mii 

SMIL. 

% 

4-22 

SMIL. 

SHARI 

is  MANUFACTURING 

INDUSTRY  COMPOSITE 

286S5.9 

11 

1601.6 

57 

5.6 

3.9 

11.9 

15.4 

21 

2 

-4 

109237 

i.s: 

(a)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

9908.2 

7 

636.5 

-1 

6.4 

6.9 

11.7 

14.6 

24 

51470 

i  ^  ■ 

1.3 1 

Avery  Dennison 

667  7 

0 

25.2 

14 

3.8 

3.3 

10.7 

1 1.8 

18 

9 

0 

1503 



Carlisle 

154.7 

12 

6.8 

15 

4.4 

4.3 

1 1.2 

13.0 

17 

2 

4 

488 

1  8' 

Corning 

948.9" 

1  A 
1  O 

58  0 

1 6 

6  1 

6  1 

yj.A 

KJ.D 

z 

NA 

X  1  1  o 

O  1    1  7 

0  0* 

Crane 

331.7 

6 

7.4 

-31 

2.2 

3.4 

13.0 

15.7 

17 

0 

-6 

762 

1.5  ] 

Harsco 

3  18  7 

8 

1  8  6 

-23 

5.8 

7.0 

9.3 

1  4. 1 

1  4 

5 

39 

1058 

3.02 

Harvard  Industries  (3) 

169.1 

1  5 

6.6 

NM 

3  9 

f  i  V 

MM 

NM 

NM 

6 

NA 

61 

1 9  o; 

Hillenbrand  Industries  (1) 

377.4 

8 

37.7 

1  1 

1 0.0 

9  3 

1 9.4 

21 .3 

20 

1  2 

15 

2761 

1  -9 

Illinois  Tool  Works 

771.4 

3 

50  9 

21 

6.6 

5.6 

13.4 

16.5 

21 

12 

6 

4469 

1.9 

International  Game  Technology  (3)  164.5 

67 

31.4 

66 

19  1 

19.1 

27.9 

30.2 

24 

40 

61 

31  18 

1 .01 

Mark  IV  Industries  (10) 

319.8 

1 6 

1 1 .6 

27 

3.6 

3.3 

9. 1 

14.9 

1  4 

33 

1  i 

730 

1  2( 

Minnesota  Mining  &  Mfg. 

3632  0 

3 

306.0 

-  7 

8  4 

9.4 

17.1 

19.4 

19 

4 

2 

20014 

2  5: 

Newell 

443  5 

33 

31.5 

14 

7.1 

8  3 

15  2 

17.3 

18 

28 

14 

3132 

2  1. 

Parker  Hannifin  (6) 

677  4 

12 

-19.1 

NM 

NM 

2.5 

4.0 

3.3 

64 

2 

-12 

1960 

0  6 

Rubbermaid  T 

491.6 

2 

50  6 

2 

10  3 

10.3 

18.9 

18.2 

20 

17 

13 

4310 

1.3: 

Trinova 

439  8 

2 

13.3 

136 

3.0 

1 .3 

6.5 

6.7 

54 

-19 

30 

984 

0.6: 

(b)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

3164.4 

9 

88.4 

27 

2.8 

2.4 

6.8 

10.0 

23 

2 

-15 

7287 

1.2! 

Black  &  Decker 

1084.6 

-1 

14.6 

5 

1.3 

1 .3 

ft  o 

9.4 

1 8 

5 

-3 

1541 

1 .0 

Cincinnati  Milacron 

245  5 

12 

5.0 

38 

2  0 

1  6 

NM 

-37.5 

NM 

-14 

NA 

664 

-1 .3' 

Danaher 

289.2" 

1 6 

14.5 

4  4 

5.0 

4  1 

1  3.0 

1 6.0 

20 

1  9 

-6 

1 124 

2.0 

Nacco  Industries 

383.2 

1  1 

2.8 

NM 

0.7 

NM 

5.6 

6.1 

29 

-3 

-24 

416 

1.6 

Snap-on  Tools 

298  8** 

10 

22.8 

23 

7.6 

6.8 

1 1.0 

12.6 

18 

(, 

-9 

1586 

2.1: 

SPX 

277.5 

55 

3.1 

768 

1  l 

0  2 

4.9 

12.3 

10 

-1 1 

-14 

214 

l  .5: 

Stanley  Works 

585.7 

6 

25.6 

1 1 

4.4 

4  2 

10  5 

13.7 

18 

0 

-4 

1743 

2.1 

(c)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

13406.3 

14 

823.7 

228 

6.1 

2.1 

14.2 

18.0 

19 

-3 

-16 

45019 

2.6: 

Applied  Materials  (2) 

340.4 

58 

37.4 

155 

11.0 

6.8 

18.1 

19  1 

29 

24 

6 

3424 

1.4 

Briggs  &  Stratton  |6) 

386.2 

7 

35.7 

16 

9.2 

8  5 

21.6 

25.4 

13 

4 

18 

1 161 

6  1 

Caterpillar 

3286.0 

22 

192.0 

465 

5.8 

1.3 

20.5 

38.2 

13 

-17 

4 

10988 

8.2 

Clark  Equipment 

245.4 

23 

26  9 

933 

11.0 

1.3 

16.1 

22.2 

15 

-13 

-4 

1001 

3.8 

Deere  (2) 

1726.8** 

21 

870 

NM 

5.0 

NM 

12.0 

14.4 

20 

-3 

-26 

6768 

3.8 

Dover 

680.7 

20 

42.6 

26 

6.3 

6  0 

1 5.9 

1 9.2 

1  9 

3 

3 

3 1 58 

2.9 

Dresser  Industries  (2) 

1357  5 

2  1 

193.4 

7  1  3 

1 4.2 

2  1 

1 8.6 

21.7 

I  2 

1  i 

-7 

3901 

1  8 

1  .o 

FMC 

908.3 

1 

46.1 

1 

5  l 

5  0 

12  8 

1 9.2 

4  1 

8 

-14 

1 660 

1  1 

General  Signal 

388  5 

3 

24.6 

37 

6.3 

4.8 

1 1.8 

13.9 

19 

-1 

0 

1521 

1.6 

Harnischfeger  Industries  (2) 

280.3** 

- 1 

2.5 

235 

0.9 

0  3 

NM 

-3.7 

NM 

3 

NA 

566 

-0  6 

Ingersoll-Rand 

1010.3 

33.0 

34 

3.3 

2.6 

1  1 .9 

1 2.7 

21 

] 

-5 

3619 

1 .6 

Joy  Technologies  (10) 

157  9 

1 

7  5 

f  J  M 

4  8 

NM 

1 0.0 

46.6 

28 

NA 

NA 

376 

0  4 

Pentair 

389.3 

I  1 

1  1  1 

1  7 

i  V 

J  0 

1  A  1 
1  0  1 

1  0  7 
1  L  / 

1  A 

G 
O 

u 

OU  1 

O  1 

l.i 

Stewart  &  Stevenson  Services  (11)  244.7 

10 

16  8 

29 

6  9 

5.9 

NA 

16.6 

26 

32 

2  1 

1505 

1.7 

Timken 

466.5 

10 

7.7 

143 

1.7 

0  8 

NM 

-1  9 

MM 

-6 

NA 

1014 

-0.4 

Tyco  International  (6) 

809  9 

9 

32.3 

22 

4  0 

3.6 

8.3 

8.8 

24 

15 

-8 

2074 

1.8 

Verity  111) 

727  7 

-1 1 

27  0 

141 

3.7 

1.4 

13.0 

10.6 

21 

7 

-16 

1681 

1.8 

(d)  TEXTILES 



GROUP  COMPOSITE 

2177.0 

11 

53.0 

-4 

2.4 

2.8 

9.3 

13.3 

20 

8 

9 

5462 

1.1 

Cone  Mills 

195.9 

0 

1 0  0 

-21 

5.1 

6  5 

15  9 

25  8 

8 

19 

66 

375 

1.6 

Fieldcrest  Cannon 

232.3 

1  4 

5.5 

105 

2  4 

1.3 

7.0 

8.4 

20 

-4 

-4 

268 

1.5 

Guilford  Mills  (3) 

155.6 

2 

3  9 

-36 

2  5 

4  0 

8  2 

10.9 

18 

2 

2 

318 

1.2 

Inte  rface 

160.7 

19 

2.8 

28 

1.8 

1.6 

5.7 

7.2 

18 

6 

-14 

233 

0.7 

Mohovyk  Industries 

327.1 

30 

-0.4 

NM 

NM 

2.3 

7.5 

14  5 

28 

NA 

NA 

515 

1.0 

Shaw  industries  (6) 

620.1 

19 

25.3 

53 

4.1 

3  2 

13  3 

17.5 

25 

32 

15 

3157 

0.8 

Spring  industries 

485  2 

-3 

5.8 

-37 

1.2 

1.8 

7  0 

8.1 

14 

0 

-6 

596 

2.4 

16  META      *  MINING 

INDUSTRY  CO.  .SITE 

14049.5 

9 

183.3 

NM 

1.3 

NM 

-0.6 

-4.8 

NM 

-1 

-28 

41792 

-0.5 

(a)  ALUMINUM 

GROUP  COMPOSITE. 

4977.0 

2 

-134.2 

NM 

NM 

NM 

-3.7 

-12.7 

NM 

NA 

NA 

10385 

-3.0 

Alumax 

597.4 

6 

-8.9 

NM 

NM 

NM 

NM 

-12.0 

NM 

NA 

NA 

987 

-2  9 

Aluminum  Co.  of  A>  rica 

2221.6 

5 

-40.4 

NM 

MM 

1.3 

MM 

-1.9 

NM 

-7 

-70 

5986 

Kaiser  Aluminum 

415.1 

-6 

-29.3 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

MA 

502 

Maxxam 

489  0 

-5 

-34.5 

NM 

MM 

MM 

NM 

NM 

NM 

NA 

NA 

301 

Reynolds  Metals 

1253.9 

2 

-21.1 

NM 

NM 

NM 

NM 

-19.3 

NM 

-5 

NA 

2609 

-5  2 

(b)  STEEL 

GROUP  COMPOSITE 

6739.2 

12 

165.9 

NM 

2.5 

NM 

-2.5 

-10.1 

NM 

-3 

-14 

16649 

-0,7 

Allegheny  Ludlum 

313.9 

8 

18.1 

-1 

5.8 

6.3 

13.8 

17.2 

17 

6 

-15 

1252 

l.C 

Armco 

379.6 

-1 1 

-27.2 

NM 

NM 

NM 

NM 

NM 

NM 

-23 

NA 

508 

-2.6 

Bethlehem  Steel 

1 131.2 

1  1 

12.9 

NM 

1.1 

NM 

NM 

-37.5 

NM 

-23 

NA 

1805 

2  f 

Birmingham  Steel  (6) 

204.2 

77 

5.1 

NM 

2.5 

0.3 

3.3 

5  3 

45 

14 

-31 

663 

0.6 
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MPANY  SALES  PROFITS   RETURN  

MARGINS  5- YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

r\\  i  a  LjT  c  n 
UUAKItK 

IINVtCH  tu 

COMMON 

("It  IT^TAKirilKII^ 

c  A  DKII  Wl^C, 
t  AK  M  1 1  J  <j>  J 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

422 

PER 

SMIL. 

S  MIL 

% 

% 

4-22 

% 

% 

SMIL. 

SHARE 

>enter  Technology  (6) 

174.3 

12 

1 2.8 

26 

7.4 

6.6 

1 0.0 

1  5.2 

14 

-5 

4 

465 

4.12 

imercial  Metals  (4) 

392.2** 

— 5 

A  "5 
4.  J 

—  1  o 
I  z 

1 .  1 

1  .z 

O.  / 

O  Q 

1  A 
1  4 

z 
o 

__o 

338 

1  59 

ens 

£  zu.y 

A 

\J 

2  8 

3  3 

0  7 

1  0 

20 

4 1  8 

0  1 6 

lonoi  Steel 

622  7 

6 

78.0 

NM 

1 2.5 

t  JM 

NM 

-79.9 

NM 

-26 

NA 

445 

-3.37 

or 

649  7 

33 

34  9 

60 

5  4 

4  4 

10  2 

15  1 

38 

]  1 

1  0 

5235 

1 .57 

gon  Steel  Mills 

214.8 

44 

3.7 

-46 

1.7 

4.5 

4  1 

4.2 

38 

27 

-10 

426 

0.58 

inex  (2) 

149.5 

6 

1.8 

264 

1.2 

0.3 

5.0 

2.7 

74 

4 

-41 

266 

0.27 

,-U.  S.  Steel  Group 

1384.0 

15 

-35.0 

NM 

NM 

0.8 

NM 

-32.7 

NM 

NA 

NA 

2409 

-4.21 

rton  Steel 

325.2 

9 

2.9 

NM 

0.9 

NM 

NM 

NM 

MM 

-7 

NA 

240 

-0.68 

;eling-Pirtsburgh 

253.8 

8 

36.5 

NM 

14.4 

NM 

1  1.0 

14.5 

7 

42 

58 

415 

2.35 

-thington  Industries  (7) 

323.1 

17 

19.7 

31 

6.1 

5.5 

14.3 

17.2 

22 

8 

1 

1765 

0.90 

ER  METALS 

UP  COMPOSITE  2333.3 

17 

151.6 

174 

6.5 

2.8 

4.7 

5.5 

32 

6 

-23 

14758 

0.77 

rco 

443  0 

-4 

26  6 

NM 

6.0 

NM 

NM 

-0.9 

riM 

1 

NA 

954 

-0.32 

rus  Amax  Minerals 

588.4 

57 

18  7 

62 

3.2 

3.1 

4.7 

4.5 

13 

10 

24 

2399 

2.04 

sport-McMoRan  Copper  &  Golc 

266  2 

99 

25.9 

200 

9.7 

65 

6.1 

10.9 

tlM 

26 

-15 

4556 

0  21 

nestake  Mining 

165.9 

2 

24.2 

335 

14.6 

3.4 

9.1 

13.3 

35 

-10 

NA 

2441 

0.51 

ima  Copper 

175.5 

-10 

7.6 

NM 

4.3 

0.1 

4.7 

3.6 

27 

8 

-13 

657 

0.53 

Ips  Dodge 

694.3 

4 

48.6 

-19 

7.0 

9.0 

6  8 

8  6 

21 

9 

-13 

3751 

2.50 

>NBANK  FINANCIAL 

JSTRY  COMPOSITE  64131.0 

15 

4329.9 

-13 

6.8 

9.0 

9.1 

14.0 

12 

12 

13 

211524 

3.40 

ANCIAL  SERVICES 

UP  COMPOSITE  33096.6 

27 

3090.9 

4 

9.3 

11.4 

9.6 

20.4 

o 

16 

16 

118307 

4.42 

xander  &  Alexander  Services 

323.0 

-1 

-1.8 

NM 

NM 

3.0 

NM 

1.3 

NM 

-10 

-21 

642 

0.09 

k.  Brown 

162.4** 

1 6 

23.0 

1 5 

1 4.2 

14.4 

NA 

26.7 

5 

1 0 

37 

400 

5.78 

ghany 

529.0 

26 

19.9 

-40 

3.8 

8.0 

8.4 

9.2 

1 1 

1 0 

1 0 

963 

1 2.42 

erican  Express 

3373.0 

8 

3 1 7.0 

-55 

9.4 

22  5 

NA 

1 9. 1 

9 

1 2 

-3 

1 45 1  1 

3.3 1 

T  Capital 

326.0 

0 

15.8 

7 

4.8 

4  5 

4  6 

7.9 

15 

NA 

NA 

1131 

1  60 

r  Stearns  (6) 

899.0 

23 

1 1 5.5 

5 

12.8 

1 5.0 

27.9 

28  5 

5 

1  2 

33 

2288 

3.81 

:1c  (H&R)  (8) 

223.3 

25 

—  1 7.9 

NM 

NM 

3.2 

28.2 

28.2 

3  0 

1  2 

1  5 

4495 

1    A  1 

ntrywide  Credit  Industries  (10) 

281  3 

5 1 

47. 1 

2 1 

16.8 

20.9 

20.8 

21.4 

7 

52 

4 1 

1  244 

2.96 

wford 

148.8 

1 

10.1 

9 

6.8 

6.2 

NA 

18  3 

14 

16 

14 

546 

1  08 

n  Witter,  Discover 

1590.0 

1 5 

209.5 

54 

1 3.2 

9.9 

1 7.7 

1 9.5 

9 

NA 

NA 

6376 

3.97 

■ords  (A.  G.)  (10) 

322.1 

5 

40. 1 

1 0 

1 2.5 

1  1 .9 

NA 

20.9 

7 

1  7 

28 

1 360 

2.57 

fax 

319.4 

16 

24  3 

34 

7  6 

6  6 

16.7 

27.4 

28 

2 

5 

1964 

0  93 

nie  Mae 

4303.6** 

1 1 

518  8 

7 

12.1 

12  5 

7.8 

25  8 

1  1 

30 

27 

22432 

7  58 

eral  Home  Loan  Mortgage 

1574.0 

35 

277.0 

37 

1 7.6 

1 7.3 

4.2 

1  8  3 

1  2 

24 

1 5 

9839 

4.45 

slity  National  Financial 

143.6 

30 

6.8 

58 

4  7 

3  9 

24.7 

33  8 

7 

33 

60 

269 

2  49 

t  American  Financial 

372.4** 

34 

9  4 

l  l  n 

1  1  u 

z.  J 

1  .0 

 NA — 

OS  A 

c 
J 

z 
0 

9 

J  z  J 

o.oy 

t  Financial  Management 

432.9** 

24 

27.5 

28 

6.4 

6.2 

NA 

10.5 

24 

35 

-6 

3229 

2.22 

rsh  &  McLennan 

910.2 

9 

1 30.7 

22 

1 4.4 

12.9 

20.4 

26  1 

1  7 

1  1 

2 

6210 

4.83 

'rill  Lynch 

4738.8** 

20 

371.8 

9 

7.8 

8  6 

10.5 

25.9 

6 

1  1 

3  1 

7242 

6.31 

rgan  Stanley  Group  (11) 

2081.0 

16 

181.2 

28 

8.7 

7.9 

62.0 

22  8 

6 

23 

10 

4580 

9.59 

leWebber  Group 

1082  4** 

16 

55.6 

-22 

5.1 

7  6 

33  5 

1  9  1 

6 

12 

71 

1285 

2  94 

ie  Mae 

645  1 

-4 

121.8 

-17 

1 8.9 

21.9 

5.0 

38.5 

6 

1  1 

25 

3205 

6.21 

amon 

1769.0** 

1 1 

66.0 

NM 

3.7 

NM 

18.9 

22.0 

6 

9 

29 

5487 

8.57 

wab  (Charles) 

323.1 

20 

38  2 

8 

1 1.8 

13.1 

24  4 

33.5 

14 

18 

77 

1677 

2.14 

America  (3) 

219.1** 

5 

40  0 

35 

18.3 

14.2 

10.9 

17.0 

12 

12 

30 

1238 

3.15 

isamerica 

1235.4** 

8 

103.7 

12 

8.4 

8.1 

9.0 

14.9 

9 

2 

0 

3839 

5.65 

relers 

4768.5** 

266 

339.8 

64 

7.1 

15.9 

9.4 

12  2 

9 

32 

21 

1  1531 

3  97 

URANCE 

>UP  COMPOSITE  28897.3 

6 

1040.0 

-44 

3.6 

6.8 

7.0 

8.1 

17 

9 

8 

85549 

2.45 

na  Life  &  Casualty 

4313.6 

0 

45.7 

-67 

1  1 

3.2 

-8.5 

-10.1 

NM 

2 

NA 

5975 

-6.40 

AC 

1392.0 

24 

70.0 

30 

5.0 

4.8 

1  1.6 

19  0 

1  2 

16 

20 

3065 

2.48 

tate 

5320.0 

4 

-275  2 

NM 

NM 

6  3 

NA 

8  2 

1  5 

NA 

NA 

10575 

1.59 

erican  Bankers  Insurance  Group 

284  6 

39 

9.2 

-20 

3.2 

5.6 

10.3 

13.4 

8 

16 

23 

439 

2  61 

erican  General 

2074.7** 

6 

160.9 

12 

7.8 

7.3 

4.1 

5.8 

21 

4 

-2 

5116 

1.24 

erican  International  Group 

4864.9** 

13 

505.6 

6 

10.4 

1 1.0 

9  7 

12.8 

1  4 

16 

8 

27634 

6.13 

erican  National  Insurance 

320  6 

-6 

36.3 

-30 

1 1.3 

1  5  1 

tJA 

NA 

8 

5 

15 

NA 

6.43 

ikers  Life  Holding 

3490 

-2 

26  6 

-1 1 

7.6 

8.4 

NA 

24.7 

8 

NA 

NA 

1077 

2  44 

mont  General 

156.1 

3 

13  5 

46 

8.6 

6.1 

9.3 

12.7 

7 

19 

20 

354 

3  22 

'tford  Steam  Boiler  Inspection 

150.6 

-6 

1  1.9 

-33 

7.9 

11.1 

2.1 

2.2 

NM 

4 

-24 

925 

0.35 

-ace  Mann  Educators 

180.1 

0 

12.1 

-37 

6.7 

10  7 

NA 

17.0 

1  1 

NA 

NA 

804 

2  42 

nper 

464.5** 

1 1 

54.3 

NM 

1  1.7 

NM 

NM 

4  2 

NM 

-4 

NA 

1896 

0  79 

oln  National 

2006.2 

3 

151.0 

1  19 

7.5 

3.6 

1  1.8 

12  8 

8 

1  1 

13 

3473 

4  82 

il  Revere 

320.8 

12 

26.4 

29 

8.2 

7  2 

8.6 

8.3 

1  1 

MA 

NA 

1035 

2.04 

gressive 

552  4** 

27 

48  1 

-7 

8  7 

1 1.9 

19.8 

279 

10 

13 

20 

2406 

3.51 

vident  Life  &  Accident 

689  4** 

-1 

35.6 

8 

5.2 

4.7 

4  3 

-7.3 

NM 

3 

NA 

1  165 

-2.02 

eco 

916.4** 

7 

56  0 

-23 

6.1 

8.4 

13  3 

13.3 

8 

1  1 

10 

3321 

6.51 

Paul 

1  163.8 

4 

64.4 

-27 

5.5 

7.9 

112 

13.2 

9 

6 

6 

3463 

9.29 

chmark 

498.7 

-5 

75.6 

48 

15.2 

9.7 

13  8 

21.2 

10 

1  1 

12 

2852 

4  10 

nsatlantic  Holdings 

228.8 

41 

19.2 

-1 

8.4 

1 1.9 

1 1.2 

1 1.2 

13 

21 

1 1 

1093 

3  78 

h  Century  Industries 

277.6 

6 

-256  1 

NM 

NM 

7  6 

-25.6 

-25.6 

NM 

22 

13 

810 

-3.26 

trin 

338.5 

1 

25.3 

-36 

7.5 

1 1.7 

3  6 

3.9 

25 

4 

6 

2034 

1.56 
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COMPANY 

SALES 

PROFITS 

RETURN 

MARGINS 

5-YEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN 

1 994 

1 993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

EQUITY 

SHARE 

PER 

S  MIL 

S  MIL. 

% 

SMIL 

iHAR! 

UNUM 

877.4 

7 

77.1 

1 

8.8 

9  2 

1  9.7 

14.9 

14 

10 

23 

41 18 

4  o: 

USF&G 

766.0 

12 

23.0 

0 

3.0 

2.6 

NM 

'  7.5 

13 

-  14 

NA 

1063 

o  9; 

USLife 

390.7 

2 

23.6 

15 

6.0 

5.3 

9  0 

10.4 

9 

1 

8 

855 

A  3t 

IrKAVlNGC  A  LOAN 

GROUP  COMPOSITE 

2137.2 

-4 

198.9 

14 

9.3 

7.8 

NA 

8.7 

30 

9 

3 

7668 

0.7£ 

Ahmanson  (H.  F.) 

778  7 

-4 

55.4 

68 

7.1 

4.1 

NA 

NA 

NM 

10 

NA 

2177 

1  3; 

Golden  West  Financial 

463.1 

-2 

65.3 

-9 

14  1 

15.1 

NA 

13.0 

9 

18 

16 

2477 

4  U 

Great  Western  Financial 

698  8 

-7 

49.5 

9 

7.1 

6.1 

NA 

19 

57 

2 

-29 

2254 

0  3C 

Standard  Federal  Bank 

196  6 

4 

28.8 

17 

14.7 

13.0 

NA 

16.9 

7 

12 

18 

760 

3  6; 

is  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

51232.0 

10 

2305.8 

99 

4.5 

2.5 

-2.1 

-5.8 

NM 

-2 

9 

193363 

~0.7< 

(ajBUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

3290.1 

23 

161.4 

13 

4.9 

5.3 

14.9 

16.7 

21 

9 

4 

12193 

1.21 

CompuCom  Systems 

280  9 

40 

2.8 

49 

1 .0 

0.9 

9.6 

22.2 

1 5 

23 

44 

1 72 

0  3< 

CUC  International  (11) 

233  3 

1  8 

25  2 

4  1 

1 0  8 

9  0 

33  9 

35  8 

TQ 

1  A 
1  o 

J  0  Z  J 

Deluxe 

430.0 

6 

38.0 

-27 

8.8 

12.8 

14. 1 

16.0 

18 

8 

3 

2239 

1.5; 

Diebold 

176  8 

31 

12.7 

47 

7.2 

6.4 

12.9 

12.3 

24 

3 

8 

1233 

1  7: 

HON  Industries 

200.7 

g 

1  1  6 

43 

5  8 

4  4 

20  7 

26  8 

2 1 

1  4 

1 022 

1  .3 

Intelligent  Electronics  (11) 

740.0 

30 

1 2  8 

90 

]  7 

1  2 

1 9  0 

1 8  8 

]  7 

94 

35 

AKA 

1  1 ' 

Miller  (Herman)  (7) 

241.9 

1  1 

1 1 .2 

55 

4.6 

3  3 

1 1 .8 

12  6 

16 

2 

-18 

624 

1.5: 

Reynolds  &  Reynolds  (3) 

205.5 

20 

15.5 

16 

7.5 

7.8 

14.5 

20.9 

16 

5 

18 

910 

1  3 

Standard  Register 

183  9 

9 

1 0  0 

7 

5  4 

5  5 

1 0  7 

1  1  5 

1 4 

4 

3 

609 

1  4' 

Tech  Data  (11) 

444.0 

56 

8  8 

55 

2.0 

2.0 

14.9 

1 4.2 

22 

39 

32 

667 

0  8.' 

Wallace  Computer  Services  (5) 

153.1 

1  1 

12.8 

10 

8  4 

8  4 

10.3 

1 1 .2 

17 

12 

2 

737 

1  9( 

(b)COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

39925.6 

1200.6 

367 

3.0 

0.7 

-7.2 

-13.9 

NM 

-  5 

NM 

101291 

-2.7" 

Amdahl 

378.8 

"I 

7.1 

NM 

1.9 

NM 

NM 

-42.2 

NM 

-2 

NA 

845 

-2.9; 

Apple  Computer  (3) 

2076.7 

5 

17.4 

-84 

0.8 

5  6 

-4.7 

-6.2 

NM 

15 

-18 

3466 

-l.i: 

AST  Research  (6) 

591.3 

60 

13  2 

20 

2  2 

3.0 

NM 

-13.7 

NM 

30 

NA 

563 

-1.5; 

Compaq  Computer 

2278.0 

41 

2 1 3.0 

108 

9,4 

6  4 

21.8 

21 .6 

1  6 

24 

1 

9089 

6.6 

Conner  Peripherals 

564  0 

1 

23  8 

TIM 

4.2 

NM 

NM 

NM 

NM 

22 

NA 

752 

-8.11 

Control  Data  Systems 

145.6 

A  0 

1  A 

n  6 

I  .  J 

O.Z 

1  c 
1  O 

jja 

1 

u.o< 

Cray  Research 

248  9 

zo 

zz.\j 

46 

Q  Q 

1  A 

Q  A 
0  4 

ft  7 

O./ 

1  A 

4 

-  l  fl 
1  u 

A~70 

Z.D. 

Data  General  (3) 

282.9 

6 

4tJ.U 

NM 

NM 

NM 

1 J  M 

—  TO  0 

J J  M 

"7 

/ 

NA 

ZjZ 

Dell  Computer  (11) 

742  9 

20 

17.7 

-43 

2.4 

5.0 

NM 

-8.4 

NM 

52 

NA 

896 

-1.0( 

Digital  Equipment  (6) 

3258.8 

6 

— 1 83.3 

t  iM 

NM 

f  J  M 

NM 

—  A  O 

4.T 

NM 

NA 

0X70 
ZOf Z 

—  1  7( 

EMC 

267.1 

92 

48.8 

227 

1 8.3 

10.8 

23.9 

38.4 

22 

26 

1 20 

3278 

0  8f 

Hewlett-Packard  (2) 

5682.0 

ZA 

OOtJ.U 

A  1 
4 

o.o 

1  A  ^ 

1  i  7 
1  4./ 

1  3 

l  *5 
i  j 

D 

1  OA  ~7  A 
\  YA/  A 

Intergraph 

240  1 

15 

-14.0 

NM 

IIM 

NM 

NM 

-20  8 

NM 

0 

NA 

434 

-2.6* 

International  Business  Machines 

13373.0 

2 

392.0 

r  jm 

2.9 

NM 

NM 

-39,6 

NM 

-1 3 

r  J  A 

34156 

-12.9. 

Maxtor  (9) 

260.4 

-25 

-4.5 

NM 

'JM 

NM 

NA 

NM 

NM 

1  1 

1 0 

200 

-8  01 

Quantum  (9) 

635  0 

25 

38.5 

47 

6. 1 

5.2 

NA 

0  8 

NM 

33 

46 

706 

0  0' 

Seagate  Technology  (6) 

909.3 

21 

67.0 

72 

7.4 

5.2 

10.3 

15.5 

10 

20 

62 

1743 



2.4' 

Silicon  Graphics  (6) 

376.3 

39 

35. 1 

73 

9  3 

7.5 

1 2.9 

1 7.6 

28 

36 

27 

3242 

0.8; 

Storage  Technology 

335.6 

-1 

-19.6 

MM 

NM 

1 .2 

NM 

-15.1 

f  JM 

33 

NA 

1 308 

-3.5. 

Sun  Microsystems  (6) 

1  196  0 

5 

57.5 

1  1 

4.8 

4.5 

1 2. 1 

13.2 

1  1 

34 

1  7 

2045 

1.9 

Tandem  Computers  (3) 

464  ] 

-6 

25.8 

132 

5.3 

2  ] 

-58.3 

-64  8 

I J  M 

o 

NA 

1354 

4  41 
— ■— 1 

3Com  (7) 

218.2 

35 

-103.5 

NM 

NM 

6.3 

-17.8 

-17.9 

NM 

6 

1 1 

1527 

-1.4t 

Unisys 

1688.9 

1  I 

67.7 

19 

4  0 

3  0 

1  1.7 

23  7 

8 

-27 

NA 

1959 

1.5 

Western  Digital  (6) 

420.9 

29 

28.4 

NM 

6  8 

0  5 

NM 

-1.4 

NM 

-18 

NA 

542 

-0.1. 

Xerox 

3271.0 

1 

129  0 

1  5 

3.9 

3.5 

NM 

-8  4 

NM 

-6 

NA 

9983 

2  4 

(c)COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

8016.3 

17 

943.9 

24 

11.8 

11.1 

16.2 

17.3 

35 

22 

21 

79880 

1.1. 

Automatic  Data  Processing  (6) 

674.4** 

10 

105  0 

14 

15.6 

15.1 

17.0 

20.2 

22 

9 

14 

71  1 1 

2.2' 

Cabletron  Systems  (10) 

168.2 

37 

33.5 

37 

19.9 

19  9 

NA 

31.4 

25 

94 

56 

2940 

4.2- 

Ceridian 

221.3 

1 

22  2 

72 

10  0 

5  7 

NM 

-12.5 

NM 

-32 

NA 

1069 

Cirrus  Logic  (9) 

70  2 

63 

14  6 

490 

8.6 

2.4 

10.4 

1 1.0 

23 

39 

-10 

891 

1.3' 

Cisco  Systems  (5) 

302.2 

108 

77.5 

100 

25.6 

26.7 

37.1 

37.1 

34 

185 

135 

7732 

0.9 

Comdisco  (3) 

529  0** 

0 

24.0 

14 

4.5 

4,0 

9.4 

13.1 

9 

7 

-14 

766 

2.1 

CompUSA  (6) 

599.1 

6.3 

3.4 

-22 

0  6 

1  2 

2.7 

0.4 

NM 

NA 

NA 

322 

0.0 

Computervision 

148.8 

-33 

0.5 

NM 

0.3 

NM 

NA 

NM 

NM 

NA 

NA 

162 

-11.6 

Electronic  Data  Systems 

2217  2 

8 

171.7 

13 

7  7 

7.4 

14.9 

19.8 

22 

21 

14 

9044 

1.5 

First  Data 

375.8 

8 

43.7 

20 

1  1  6 

10.5 

14.0 

18.9 

27 

NA 

NA 

4851 

1.6 

Gtech  Holdings  (10) 

163.7 

18 

12.0 

46 

7.4 

6  0 

13.0 

24.2 

25 

NA 

r  ja 

1426 

1.2 

Lotus  Development 

.'4  7  0 

9 

21.3 

74 

8.6 

5,4 

1 1.0 

12.2 

40 

17 

2 

2522 

1.3 

Microsoft  16) 

1244  0 

30 

256.0 

5 

20.6 

25  4 

26.1 

26.1 

27 

55 

47 

26057 

3.4 

Novell  (2) 

31  1.4 

20 

72.8 

3 

23.4 

27.2 

-2.7 

-2.8 

NM 

5  4 

NA 

5080 

00 

Oracle  Systems  (7) 

482  8 

30 

69.7 

139 

14.4 

79 

31.4 

36  5 

38 

28 

13 

8641 

0  8 

SynOptics  Communications 

161.3 

6 

15.9 

-27 

9.8 

14.3 

16.3 

212 

20 

58 

46 

1268 

1.0 
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MPANY  SALES  PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

SMIL 

$  MIL. 

4-22 

S  MIL 

SHARE 

lPER  &  FOREST  PRODUCTS 

USTRY  COMPOSITE 

21215.4 

1 

537.4 

-11 

2.5 

2.9 

0.4 

-2.0 

42 

2 

-14 

57421 

-0.43 

(EST  PRODUCTS 

.•in  MUBACIfE 

1 

i^e  i 

143.1 

D 

2.6 

2  9 

2  1 

3*1 

Q 

-4 

12349 

0.75 

se  Cascade 

1014.1 

3 

-37.6 

NM 

NM 

NM 

NM 

-15.3 

NM 

-10 

NA 

826 

-3.96 

srgia-Pacific 

2955.0 

0 

56.0 

37 

1.9 

1.4 

0.0 

-0.1 

NM 

-2 

NA 

5236 

-0.05 

isiana-Pacific 

698.0 

8 

85.2 

-3 

12.2 

13.5 

12.2 

16.0 

14 

6 

8 

3484 

2.29 

>e  &  Talbot 

1 68.7 

1 

8.6 

-22 

5. 1 

6.6 

7.2 

8.3 

1 6 

0 

-10 

291 

1 .60 

lamette  Industries 

679.7 

7 

32  9 

6 

4.8 

4.9 

6.6 

9.0 

22 

1 0 

-1 6 

25 1 2 

2.06 

>ER 

>UP  COMPOSITE 

15699.9 

1 

392.3 

-12 

2.5 

2.9 

0.0 

-3.4 

39 

2 

-15 

45072 

-0.72 

voter 

308.9 

-1 1 

-21.4 

NM 

NM 

NM 

NM 

-9.2 

NM 

-3 

NA 

770 

-1.86 

impion  International 

1226.1 

-3 

-31.0 

NM 

NM 

NM 

NM 

-5.7 

NM 

-3 

NA 

2779 

-1.78 

sapeake 

212.0 

1 

2.7 

NM 

1.3 

NM 

3.9 

3.8 

41 

6 

-30 

561 

0.58 

isolidated  Papers 

232.2 

-4 

15.3 

-13 

6  6 

7.2 

5  5 

6  6 

28 

5 

-21 

1728 

1.42 

t  Howard 

275.3 

-3 

-15.2 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

NA 

NA 

NM 

smational  Paper 

3400.0 

1 

72.0 

13 

2.1 

1.9 

4  2 

4  8 

25 

6 

-27 

7557 

2.40 

nes  River  Corp.  of  Virginia 

1 105.5 

-1 

-7.1 

NM 

NM 

NM 

0.0 

-2.0 

NM 

NA 

NA 

1439 

-0.37 

iberly-Clark 

1776.5 

4 

136  2 

9 

7.7 

7.3 

15  4 

21.3 

17 

5 

3 

8671 

3  25 

nville 

531.2 

5 

7.4 

75 

1.4 

5.9 

NM 

2.0 

62 

16 

-25 

979 

0.13 

ad 

1 155.6 

2 

27.6 

8 

2.4 

2.3 

5.8 

7.9 

19 

-1 

-25 

2382 

2.10 

latch 

365.3 

1 

5  3 

-76 

1.5 

6.1 

2.8 

2  4 

55 

6 

-20 

1 175 

0.73 

ronier 

257.7 

19 

21  7 

29 

8.4 

7.8 

9.4 

9.5 

14 

-2 

NA 

820 

1.93 

tt  Paper 

1  100.4 

-4 

25.2 

7 

2.3 

2.0 

NM 

-18  3 

NM 

-3 

NA 

3035 

-3.89 

on  Camp 

790.1 

4 

11.3 

-10 

1  4 

1.6 

3.1 

2  7 

61 

3 

-36 

3003 

0  70 

stvaco  (2) 

577.3 

3 

15.8 

-24 

2.7 

3.7 

3  0 

2.8 

39 

7 

-21 

2020 

0.78 

yerhaeuser 

2385  8 

2 

126.5 

-29 

5.3 

7.6 

7.2 

12  0 

17 

-2 

1 

8152 

2.33 

IBLISHING  &  BROADCASTING 

USTRY  COMPOSITE 

13155.9 

10 

591.0 

14 

4.5 

4.3 

7.2 

13.2 

29 

0 

-5 

75376 

1.82 

OADCASTING 

>UP  COMPOSITE 

2798.3 

27 

202.7 

45 

7.2 

6.4 

14.9 

20.5 

18 

-5 

2 

16197 

13.25 

>ital  Cities/ABC 

1404.9 

19 

116.1 

65 

8.3 

6.0 

12.1 

14  4 

22 

4 

2 

10768 

31  80 

i 

1246.9 

42 

69.3 

28 

5  6 

6.2 

19.1 

28.9 

13 

-25 

12 

4405 

21.12 

Itimedia 

146.4 

5 

17.3 

14 

1 1.8 

10.9 

23.6 

NM 

12 

NA 

22 

1023 

2  28 

BUSHING 

>UP  COMPOSITE 

10357.6 

6 

388.3 

3 

3.8 

3.9 

5.6 

11.1 

35 

1 

-7 

59180 

1.24 

nmerce  Clearing  House 

155.2 

-6 

11.4 

51 

7.3 

4.6 

10.2 

10.5 

53 

-15 

-31 

547 

0.30 

«v  Jones 

499.2 

8 

43.2 

40 

8  7 

6.7 

9.7 

10.7 

24 

4 

-15 

3892 

1.60 

i  &  Bradstreet 

1099.2 

3 

108.7 

3 

9.9 

9.8 

36  1 

38.9 

24 

-9 

-1 

9962 

2.46 

nnett 

876.6 

4 

78.7 

19 

9  0 

7.9 

14.9 

21.5 

19 

-2 

2 

7716 

2.81 

ght-Ridder 

603  9 

3 

30  4 

31 

5  0 

4.0 

10.5 

12.5 

21 

9 

-2 

3222 

2.82 

Qraw-Hill 

559.8 

20 

15.0 

-2 

2.7 

3  3 

1.0 

1  4 

NM 

1 

-25 

3218 

0.22 

dia  General 

149.4 

4 

4.0 

16 

2  6 

2  4 

7.0 

1  1.6 

22 

4 

16 

571 

1.00 

redith  (6) 

205.8 

4 

7.2 

35 

3.5 

2.7 

6  5 

9  9 

23 

-5 

29 

61 1 

]  89 

w  York  Times 

589.5 

30 

17.7 

63 

3.0 

2.4 

0.7 

0.8 

NM 

9 

-46 

2765 

0  18 

olastic  (7) 

150.3 

14 

6.4 

0 

4.3 

4.9 

NA 

17.5 

l  7 

NA 

82 

550 

2  03 

ipps(E.W.) 

285.8 

1 

25.1 

-23 

8.8 

1  1.5 

13.1 

14.1 

16 

6 

12 

1953 

1.63 

e  Warner  t 

3485.0 

6 

-51.0 

NM 

NM 

NM 

-1.5 

-15.5 

NM 

2 

NA 

13430 

-0.56 

es  Mirror 

856  7 

-1 

22.7 

-16 

2.7 

3.1 

6.9 

8.4 

25 

1 

-23 

4051 

1  24 

tune 

482.8 

1  1 

40.1 

35 

8  3 

6  8 

12.6 

17.4 

22 

-3 

-6 

4069 

2.71 

shington  Post 

358.5 

-1 

28  3 

1 

8.0 

7.9 

1 3.4 

14  2 

17 

4 

-10 

2624 

13.14 

RVICE  INDUSTRIES 

USTRY  COMPOSITE 

20906.6 

11 

742.7 

86 

3.6 

2.1 

7.5 

10.9 

26 

11 

6 

59927 

0.99 

NSTRUCTION  &  ENGINEERING 

3UP  COMPOSITE 

4197.1 

4 

87.8 

6 

2.1 

2.1 

12.9 

14.3 

21 

9 

16 

8008 

1.56 

ogee  Enterprises  (10) 

179.4 

20 

-3.0 

NM 

NM 

0.2 

3.7 

2.8 

53 

10 

-15 

175 

0.25 

&G 

676  5 

4 

14.4 

-25 

2.1 

2.9 

16.5 

15.7 

1  1 

9 

6 

856 

1.33 

or  (2) 

2057.7 

14 

44.0 

23 

2.1 

2.0 

15.8 

16  2 

24 

1 1 

19 

4  173 

2.13 

ter  Wheeler 

469  6 

-20 

15.4 

21 

3.3 

2.2 

9.9 

15.1 

24 

-3 

14 

1423 

1.69 

obs  Engineering  Group  (3) 

272  6 

-5 

7.3 

1 

2  7 

2.5 

16.4 

16.1 

19 

35 

29 

555 

1.18 

rrison  Knudsen 

541.3** 

-3 

9.7 

22 

1  8 

1.4 

8.7 

9.2 

22 

14 

-15 

826 

1  20 

>USTRIAL  DISTRIBUTION 

DUP  COMPOSITE 

6503.3 

22 

228.6 

20 

3.5 

3.6 

12.1 

14.0 

21 

13 

3 

16999 

145 

them  Electronics 

183.7 

29 

5  8 

4 

3.2 

3.9 

8  6 

8  6 

17 

22 

1  1 

305 

1  48 

■ow  Electronics 

820.8 

49 

25.3 

40 

3.1 

3  3 

13.6 

18  2 

13 

28 

50 

1  146 

2.82 

□  rings  (6) 

239  7 

14 

2  9 

21 

1.2 

1  1 

6.5 

7.8 

23 

0 

-15 

243 

1.46 

emea 

152.1 

26 

5.7 

39 

3.7 

3.4 

10  6 

1 3.7 

17 

5 

-5 

314 

1.92 

nuine  Parts 

1162  1 

12 

62.9 

12 

5.4 

5.4 

17  6 

18.4 

16 

10 

5 

4319 

2.14 

try  Petroleum  (11) 

195.0** 

-12 

6.9 

1 

3  5 

3.1 

10.2 

1  1.0 

21 

-3 

NA 

196 

0.74 

ainger  (W.W.) 

706.4 

17 

41.5 

22 

5  9 

5.6 

16.2 

16.6 

20 

8 

7 

3111 

3.04 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


I.  HAN1  't 

CHANGE 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

5  MIL 

% 

S  MIL. 

% 

% 

% 

% 

% 

4-22 

% 

% 

SMIL. 

SHARE 

nugnes  supply  ( I  I J 

169.5 

23 

2  0 

1  06 

1 .2 

0.7 

NA 

7.0 

20 

-1 

-26 

1 25 

1 .36 

Kaman 

198.0** 

0 

4.2 

6 

2.1 

2.0 

NM 

-17  6 

NM 

1 

NA 

165 

-1.69 

Marshall  Industries  (7) 

197.6 

26 

7.8 

68 

40 

3.0 

12.3 

14.1 

14 

12 

4 

422 

1.80 

Office  Depot 

994.8 

71 

22.9 

62 

2  3 

2.4 

8  4 

13.0 

46 

76 

45 

3249 

0.75 

Premier  Industrial  (7) 

177.9 

6 

20.7 

4 

11.6 

1 1.9 

21  0 

22.2 

20 

10 

7 

1826 

1.07 

Staples  (11) 

328.4 

25 

13.5 

28 

4.1 

4.0 

7.7 

9.6 

37 

45 

40 

914 

0.71 

United  Stationers  (4) 

370.0 

-2 

3.8 

-31 

1.0 

1.5 

10.2 

8.4 

13 

9 

-1  1 

260 

1.10 

Univar  (10) 

410.1 

1 

-0.2 

NM 

NM 

0. 1 

3.7 

3.4 

35 

1 2 

-18 

1 92 

0.28 

Wyle  Laboratories  (11) 

]  9  7  2 

NA 

2  8 

NA 

1.4 

NA 

NA 

7.9 

NA 

1 1 

18 

215 

NA 

ir\  POLLUTION  CONTROL 

GROUP  COMrOMTc 

J  3  V  J.O 

7 

186.5 

i  1 

5.8 

8.0 

3.0 

3.2 

83 

14 

2 

15591 

0.24 

Chemical  Waste  Management 

523  4 

6 

9  8 

-54 

1.9 

4.3 

NM 

-44.9 

NM 

6 

NA 

1751 

1  46 

Rust  International 

386.1 

10 

14.0 

-16 

3.6 

4.7 

NA 

8.8 

18 

49 

-15 

1390 

0.94 

ill  41  W    w         1          _  1  *  

WMX  Technologies 

2284.1 

7 

1  62  6 

-1  8 

7.1 

9  3 

5  8 

10.0 

30 

14 

2 

1  2449 

0.87 

(d) PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

2285.5 

11 

86.7 

531 

3.8 

0.7 

12.6 

15.9 

18 

10 

5 

9052 

1.67 

ADVO  (3) 

229  7 

8 

2.4 

14 

1.0 

1.0 

6.5 

6.4 

74 

29 

-3 

365 

0.23 

Banta 

187.5 

16 

9  6 

16 

5.1 

5.1 

12.8 

14.5 

16 

1 1 

12 

685 

2.09 

Donnelley  (R.  R.)  &  Sons 

1070.9 

12 

42.8 

NM 

4.0 

NM 

9.8 

13  2 

17 

8 

-2 

4231 

1.58 

Interpublic  Group 

421.0** 

8 

13.0 

18 

3.1 

2  8 

18  6 

22.6 

17 

1 1 

13 

2208 

1.69 

Omnicom  Group 

376.5 

1 1 

18  9 

31 

5.0 

4.3 

17.7 

22.3 

16 

13 

1 1 

1563 

2.86 

(e)  OTHER  SERVICES 


GROUP  COMPOSITE 

4727.0 

10 

153.3 

NM 

3.2 

NM 

6.4 

11.3 

25 

8 

8 

10278 

0.94 

ABM  Industries  (2) 

210  8** 

13 

2.8 

20 

1.3 

1.3 

10.3 

1  1.5 

12 

13 

9 

162 

1  48 

Adia  Services 

269.8** 

29 

5.4 

51 

2.0 

1.7 

NA 

10.5 

19 

13 

-9 

427 

1.78 

Borg-Warner  Security 

439.1 

3 

4.2 

NM 

1.0 

NM 

NM 

118.5 

12 

-34 

NA 

371 

1.40 

CDI 

249.2 

15 

3.9 

340 

1.6 

0.4 

7.4 

9.3 

22 

6 

24 

242 

0.55 

Handleman  (8) 

3000 

-1  1 

10.1 

-30 

3.4 

4.3 

9.2 

11.1 

1  1 

12 

2 

359 

1.00 

InaCom 

399  3 

21 

2  6 

-6 

0  7 

0  8 

1 0.8 

8.3 

1  1 

40 

-3 

128 

1.17 

Kelly  Services 

530.2 

18 

9.2 

34 

1.7 

1.5 

12.1 

12.1 

21 

10 

-1  1 

982 

1.24 

Mid  Atlantic  Medical  Services 

178.5 

1  1 

13.5 

157 

7.5 

3.3 

42.9 

37.6 

33 

117 

62 

1067 

1.47 

Olsten 

537.5** 

4 

14.3 

39 

2.7 

2.0 

NA 

-2.6 

NM 

21 

4 

1291 

-0.22 

PHH  (8) 

516.8 

6 

15.4 

7 

3  0 

2.9 

3  9 

12  8 

10 

7 

16 

600 

3.56 

Safety-Kleen 

176.8 

-3 

9.7 

12 

5.5 

4.8 

NM 

-27.7 

NM 

14 

NA 

836 

-1.74 

Service  Corp.  International 

261.3 

16 

37  4 

28 

14.3 

13.0 

7  0 

1 2.6 

18 

11 

25 

2037 

1.31 

ServiceMaster 

657.6 

12 

24.5 

16 

3.7 

3  6 

27.0 

51.1 

12 

NA 

17 

1777 

1.94 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

51355.6 

6 

4552.8 

22 

8.9 

7.7 

8.7 

13.3 

23 

2 

4 

303603 

1.75 

(a)EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

23600.7 

8 

1616.0 

43 

6.8 

5.1 

14.6 

20.4 

20 

11 

5 

113302 

2.02 

AirTouch  Communications  t 

257  3 

8 

27.5 

NM 

10.7 

NM 

3.5 

2.1 

NM 

NA 

NA 

1 1266 

0.16 

AT&T 

16560.0 

5 

1094,0 

17 

6.6 

6.0 

20.4 

29  8 

17 

7 

5 

70832 

3.04 

Comsat 

169.5 

2 

18  3 

0 

10.8 

1 1.0 

8.4 

10.7 

12 

4 

-2 

860 

1.82 

DSC  Communications 

200.9 

29 

29  6 

160 

14.7 

7.3 

14.8 

14.6 

32 

12 

8 

3150 

1.79 

MCI  Communications 

3221.0 

15 

209  0 

24 

6.5 

6.0 

10.1 

14.2 

20 

25 

10 

12578 

1.16 

Sprint 

3033.2 

12 

227  4 

NM 

7  5 

NM 

10.2 

1  8  3 

18 

1  4 

12 

12792 

2.07 

Telephone  &  Data  Systems 

158  8 

30 

10.2 

50 

6.4 

5  6 

NA 

2.9 

52 

45 

17 

1824 

0.71 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

27754.9 

4 

2936.7 

12 

10.6 

9.8 

6.9 

10.5 

26 

0 

-5 

190301 

1.59 

Alltel 

709.4 

30 

71.9 

14 

10.1 

1  1.6 

9.1 

17.1 

19 

14 

6 

5046 

1.43 

Ameritech 

2990.4 

7 

43.8 

85 

1.5 

10.7 

1  1.1 

16.0 

18 

- 1 

3 

22822 

2  31 

Bell  Atlantic 

3373.2 

7 

395  9 

6 

1  1.7 

11.8 

10.5 

18  3 

16 

-3 

2 

23439 

3.45 

BellSouth 

4124.3 

8 

585  3 

42 

14.2 

10  7 

6.6 

8.8 

25 

2 

-8 

30323 

2.43 

Cincinnati  Bell 

292.1 

1  1 

15.6 

-25 

5.4 

7.9 

NM 

-12.2 

NM 

2 

NA 

1  121 

1  01 

GTE 

4746.0 

-2 

504.0 

10 

10.6 

9.5 

6.9 

10.7 

30 

5 

-9 

30337 

1  07 

Nynex 

3273.3 

-1 

290.6 

-12 

8.9 

100 

NM 

-3.7 

NM 

-1 

NA 

14832 

-0.76 

Pacific  Telesis  Group 

2294.0 

0 

282.0 

NM 

12.3 

0.3 

7.0 

9.3 

28 

0 

-23 

1  3538 

1.15 

Rochester  Telephone 

241.8 

15 

22  4 

24 

9.3 

8.5 

9.0 

13.2 

18 

15 

2 

1537 

2.52 

Southern  New  England  Telecomms.     423  2** 

5 

43.5 

19 

10  3 

9.1 

NM 

-4.2 

NM 

4 

NA 

2003 

-0.57 

Southwestern  Bell 

2646.2 

8 

357.7 

18 

13.5 

12.3 

1 1.6 

19.6 

17 

-1 

6 

25660 

2.47 

US  West 

2641.0 

5 

324.0 

10 

12.3 

1  1.8 

6  4 

7  9 

38 

-4 

-16 

19641 

1.15 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

32857.6 

7 

442.9 

NM 

1.3 

NM 

4.6 

7.4 

29 

0 

6 

80807 

1.37 

(a)  AIRLINES 

GROUP  COMPOSITE 

13816.4 

4 

-420.9 

NM 

NM 

NM 

-1.2 

-13.7 

NM 

-1 

NM 

15946 

-1.97 

Alaska  Air  Group 

280.4 

12 

-6.3 

NM 

NM 

NM 

NM 

-14.3 

NM 

-13 

NA 

200 

-1.72 

America  West  Airlines 

345.3 

9 

15.2 

6  1  1 

4  4 

0.7 

72.5 

NM 

1 

NA 

r  ja 

73 

1.94 

AMR 

3806  0 

0 

-7.0 

NM 

NM 

NM 

NM 

-4.6 

NM 

1 

NA 

4321 

-1  92 

Delta  Air  Lines  (6) 

2943.0 

1 

77  9 

NM 

NM 

NM 

NM 

-14  7 

NM 

5 

NA 

2121 

-5.22 

MGM  Grand 

178  9 

MM 

3.4 

NM 

1.9 

NM 

NM 

-23.1 

NM 

22 

NA 

1264 

-2.32 

Southwest  Airlines 

619  4 

24 

418 

68 

6  8 

5  0 

10  9 

16  2 

27 

13 

15 

4408 

1  16 
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OMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

422 

PER 

S  Mil 

% 

SMIL 

% 

% 

% 

% 

% 

4-22 

% 

% 

S  MIL. 

SHARE 

.,  . 

"ons  World  Airlines 

7AC\  A** 

0 

_  j  22  4 

NM 

NM 

NM 

MM 

NM 

NA 

NA 

NA 

79 

NA 

AL 

3195.0 

5 

-71.0 

NM 

NM 

NM 

6.1 

-0.1 

NM 

-7 

NA 

3096 

-0.05 

SAir  Group 

1685.9 

-2 

-196.7 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

385 

-9  67 

All  DAAftC 
AILKUAU9 

ROUP  CvJMPvfSITE 

A1T1  t 

¥171.7 

e 
3 

-AC  *» 

1ft 
to 

T  A 

#•■» 

13  6 

18 

o 

48577 

2.69 

urlington  Northern 

1210.0 

3 

87.0 

6 

7.2 

7  0 

8.1 

17.6 

18 

10 

2 

4950 

3  10 

on  rail 

847.0 

4 

-32.0 

NM 

NM 

5.6 

4.4 

4.9 

32 

-9 

13 

4486 

1.76 

SX 

2227.0 

5 

74.0 

NM 

3.3 

NM 

7.0 

1 3.6 

1 8 

—  1 

-28 

8 1 78 

4.26 

linois  Central 

147.5 

3 

27.7 

15 

18.8 

16.8 

12.5 

24.1 

16 

124 

93 

1508 

2  23 

ansos  City  Southern  Industries 

265  1  ** 

24 

27  6 

25 

1 0  4 

1 0  3 

9  5 

1 8  4 

1 9 

1 3 

24 

1 894 

2.28 

1 076  8** 

_3 

1 44  9 

4 

13.5 

1 2.5 

7.4 

1 2.0 

1 5 

-4 

-5 

8552 

4.00 

□nta  Fe  Pacific 

722  1 

]  ] 

68  1 

—46 

9  4 

1 9  5 

9  4 

20  8 

1 5 

1 6 

2 

4 1 99 

1  50 

outhern  Pacific  Rail 

748.2 

1 1 

15.0 

NM 

2.0 

NM 

NM 

-8.6 

NM 

NA 

NA 

2910 

-0.21 

nion  Pacific 

1928.0 

5 

283.0 

73 

14.7 

9.0 

8  9 

1 6.9 

14 

3 

0 

1  1899 

4.01 

DaNSPOBTaTlON  SERVICES 

ROUP  COMPOSITE 

4688.0 

0 

97.4 

48 

2.1 

1.5 

7.3 

11.3 

18 

2 

-17 

8466 

2.09 

ir  Express  International 

204.8 

34 

3.5 

1 

1 .7 

2.3 

1 2.5 

22.2 

1  4 

1  8 

1 9 

245 

1 .49 

irborne  Freight 

466.6 

17 

7  0 

93 

1 .5 

0  9 

6.8 

1  1.3 

18 

20 

-4 

639 

1.83 

viall 

195.6 

-9 

1.3 

-79 

0.7 

2.8 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

ederal  Express  (7) 

2077.4 

7 

312 

267 

1.5 

0.4 

7.9 

10.1 

22 

4 

-24 

3992 

3.23 

ATX 

260  7* * 

1 0 

20  2 

9 

7  7 

7  8 

6  4 

1 0  4 

1 3 

1 3 

_9 

776 

3  05 

ittston  Services  Group 

41 1.1** 

13 

10.5 

94 

2.6 

1 .5 

12.2 

14.6 

1  7 

NA 

22 

979 

1.40 

yder  System 

1071.8 

7 

23.7 

19 

2.2 

2  0 

6.5 

1  1  9 

16 

-6 

6 

1836 

1.50 

(KICKING  &  SHIPPING 

5181.5 

16 

71.2 

1  4 

1.5 

7.4 

10.4 

18 

NM 

7818 

1.41 

lexander  &  Baldwin 

254.4** 

36 

16.9 

-6 

6.6 

9.7 

5.5 

1 1.2 

17 

-1 

-18 

1 137 

1.43 

merican  President 

703.1  ** 

1 1 

1 0.2 

-1 6 

1 .5 

1 .9 

9.5 

1  5.0 

8 

-5 

9 

564 

2.55 

rlcansas  Best 

265.0 

1 6 

5.6 

1 58 

2. 1 

0.9 

1 0.2 

9  9 

1  1 

54 

1 73 

225 

1 .05 

arolina  Freight 

1 92.6 

3 

-2  9 

NM 

NM 

NM 

NA 

t  JA 

t  JM 

-2 

NA 

76 

-1 .03 

onsolidated  Freightways 

1103.2 

1 1 

15  3 

85 

14 

0.8 

7.0 

7.9 

22 

-9 

NA 

830 

1.06 

unt  (J.  B.)  Transport  Services 

264.7 

7 

5  7 

15 

2.2 

2.0 

6  2 

113 

21 

19 

3 

816 

1.02 

andstar  System 

207.2 

21 

3  3 

NM 

16 

0.0 

17.0 

20.8 

18 

NA 

NA 

308 

1.35 

layflower  Group 

168.7 

10 

1.7 

79 

1.0 

0.6 

riA 

3.8 

33 

35 

NA 

104 

0  25 

oadway  Services 

1023.7 

20 

15.9 

-21 

1.6 

2.4 

10  4 

1 1.0 

23 

10 

10 

2652 

2.91 

MT  Freightways 

250  7 

21 

5.9 

49 

2.4 

1.9 

NA 

17.5 

17 

NA 

tIA 

510 

1.39 

ellow 

748.2 

24 

-6.4 

NM 

NM 

NM 

3.1 

2.9 

42 

3 

-13 

594 

0.50 

ITILITIES  &  POWER 

JDOSTR Y  COMPOSITE 

43288.5 

6 

4240.9 

-2 

9.8 

10.6 

5.7 

9.4 

16 

3 

2 

188612 

1.63 

LECTRIC,  WATER  &  COGENERATION 

ROUP  COMPOSITE 

35388.3 

6 

3575.7 

-1 

10.1 

10.8 

5.5 

9.1 

16 

3 

1 

166080 

1.65 

llegheny  Power  System 

704.3 

15 

83.2 

16 

1 1.8 

1 1.7 

6.6 

1  1.6 

12 

5 

-1 

2736 

1.96 

merican  Electric  Power 

1488.0 

13 

167.2 

13 

1 1.2 

112 

5.4 

9.0 

16 

-1 

-9 

5928 

2.02 

altimore  Gas  &  Electric 

748.3 

9 

82.1 

25 

11.0 

9.6 

6  4 

10.9 

12 

7 

-4 

3487 

1  96 

arolina  Power  &  Light 

744.5 

5 

88  8 

-6 

1 1.9 

13.3 

6.7 

12.6 

12 

3 

13 

4179 

2  10 

enterior  Energy 

588.0 

-2 

52  0 

1 

8.8 

8  6 

NM 

-52.8 

NM 

-1 

-1 1 

1691 

6  46 

entral  &  South  West 

850.0 

5 

48.0 

4 

5  6 

5  7 

5  4 

9.0 

18 

3 

1 

4734 

1.39 

entral  Maine  Power 

241.0 

2 

1  1.4 

-47 

4.7 

9  1 

5.8 

7.8 

10 

9 

0 

400 

1.31 

incinnati  Gas  &  Electric 

562.5 

14 

76  2 

1  1 

13.5 

13.9 

0.0 

-1.7 

NM 

7 

NA 

2069 

-0.29 

ipsco 

225.6 

7 

14.7 

-17 

6.5 

8.3 

7.0 

13.0 

12 

1 

2 

1015 

2.42 

MS  Energy 

1 142.0 

9 

81.0 

8 

7.1 

72 

7.6 

16.7 

12 

-16 

NA 

1885 

1.92 

ommonwealth  Edison 

1524.8 

3 

51.6 

-24 

3.4 

4.5 

3.0 

0.4 

NM 

-5 

-37 

5397 

0  10 

onsolidated  Edison  Co.  of  N.Y. 

1697.8 

7 

189.3 

23 

1  1  2 

9.7 

7.4 

13  0 

1  1 

4 

1 

7119 

2.81 

estec  Energy 

177  0 

40 

20  6 

-12 

1  1.6 

18  4 

14.6 

i  5  2 

7 

74 

NA 

732 

1  63 

etroit  Edison 

899  6 

3 

1  12.9 

-17 

12.5 

15.5 

7.1 

14.3 

8 

9 

6 

3897 

3  19 

ominion  Resources 

1 167.0 

6 

151.4 

14 

13.0 

12.1 

7  1 

12  1 

13 

7 

0 

7019 

3  21 

•PL 

375.2 

7 

57.5 

3 

15.3 

15.9 

7.5 

13.7 

15 

3 

-1 

2200 

1.42 

•QE 

318.6 

9 

39.6 

16 

12.4 

1 1.7 

5.5 

1 1.9 

12 

3 

8 

1710 

2.77 

uke  Power 

1055.2 

5 

173.6 

23 

16.5 

14.1 

7.5 

14,0 

12 

5 

4 

7401 

2.96 

lorida  Progress 

629.3 

28 

38.9 

4 

6.2 

76 

6.4 

10.9 

13 

NA 

-2 

2655 

2.23 

PL  Group 

1 178.9 

4 

104.5 

1 

8.9 

9.1 

6.8 

10.5 

15 

4 

7 

6581 

2.32 

reneral  Public  Utilities 

937.2 

6 

128  4 

46 

13.7 

10.0 

7  2 

13.0 

10 

5 

0 

3550 

3.00 

lawaiian  Electric  Industries 

265.0 

-5 

13.6 

24 

5.1 

3  9 

5  7 

10  0 

1  4 

6 

-4 

934 

2.42 

:S  Industries 

21 1.6 

-1 

15.4 

9 

7.3 

6  6 

6  9 

12.1 

12 

18 

-4 

810 

2.45 

linois  Power 

442.9 

12 

33.2 

19 

7.5 

7.1 

NM 

-5.7 

NM 

-6 

NA 

1683 

-1.00 

>alco  Enterprises 

arises  City  Power  &  Light 

181.2 

7 

31.2 

2 

17.2 

18.1 

6.3 

9.6 

16 

3 

-4 

1206 

2.01 

199.3 

4 

9.9 

-37 

5.0 

8.3 

5  5 

1  1.2 

15 

1 

1401 

1.56 

.U  Energy 

166.5 

8 

25.7 

5 

15.4 

15.9 

7.6 

13.5 

13 

4 

1026 

2.15 

G&E  Energy 

244.5 

3 

-18.6 

NM 

NM 

8.5 

4.0 

5.8 

29 

5 

1236 

1  29 

Jevada  Power 

144.7 

9 

4.7 

44 

3.2 

6.3 

6.4 

10.2 

14 

12 

908 

1.62 

Jew  England  Electric  System 

576.9 

0 

71.6 

27 

12.4 

9.7 

7.2 

13.5 

12 

7 

2420 

3.17 

Jew  York  State  Electric  &  Gas 

565.2 

8 

84.7 

14 

15.0 

14.2 

6.0 

9.7 

12 

7 

-5 

1915 

2.22 

>hio  Edison 

601.2 

1 

69  3 

1 

11.5 

1  1.6 

2.2 

0.1 

NM 

-2 

-55 

2842 

0.01 

>range  &  Rockland  Utilities 
'acific  Gas  &  Electric 

292.7 

1 1 

14.1 

-7 

4  8 

5.7 

6.7 

10.8 

12 

5 

0 

465 

2.99 

2463.0 

0 

237.0 

-7 

9.6 

10  4 

6.5 

1 1.7 

12 

4 

6 

1  1749 

2.29 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

I'M  1  A  DTCD 

UUAK  ItK 

FROM 

f~il  1  A  DTCD 

IJUAK  ItK 

Fp;  >M 

QUARTER 

QUARTER 

INVtoltD 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-22 

PER 

$  MIL. 

% 

$  MIL. 

% 

4-22 

% 

S  MIL 

SHARE 

PECO  Energy 

1  1  28.4 

5 

1  59  4 

-2 

1 4. 1 

1 5.2 

6.4 

1 2.7 

1 2 

3 

9 

63 1 3 

2.44 

Pinnacle  West  Capital 

374.6 

0 

29. 1 

— 1 8 

7.8 

9.4 

5.6 

1 0.0 

1 1 

_3 

73 

1 792 

1.88 

Portland  General 

278.0 

0 

42.2 

6 

1 5.2 

1 4.3 

5.9 

12.1 

1 0 

-3 

-3 

869 

1 .92 

PiiKlir  ^t^rvtre*  Co   of  Colorado 

612.4 

1 

46.5 

-21 

7.6 

9.7 

7.9 

1  1 .2 

1  3 

7 

o 

1 783 

2  2 1 

Public  Service  Co.  of  New  Mexico 

zoU.o 

5 

1  A  1 
/4  1 

1  AO 

o  o 
y.z 

A  Q 
4.0 

NM 

-10.1 

NM 

~6 

NA 

543 

-1 .34 

Public  Service  Enterprise  Group 

]  794.4 

1 3 

239.9 

1 0 

1 3.4 

1 3.7 

7.0 

1 2.0 

1  1 

5 

-2 

6884 

2.54 

Puriptt  CtoiirtrJ  Pnu/pr  A  1  innf 
r  uuc  s  J u'lu  ■  kj  w     i   ot  liuiii 

329.2 

2 

46  5 

-1 5 

14.1 

1 6.9 

6.3 

9.6 

]  ] 

o 

1312 

1  84 

Rochester  Gas  &  Electric 

310.1 

14 

34.2 

18 

11.0 

10.7 

NA 

10  5 

12 

6 

-3 

918 

2  11 

SCEcorp 

1 728.7 

—3 

1  42  4 

-1  1 

8  2 

8  9 

6.0 

1 0.5 

1  1 

3 

-4 

6997 

1 .39 

Sierra  Pacific  Resources 

i  ^  a  n 

1  J*J.U 

1  o. 

i  i  n 

t  1  u 

i  n  7 
1  u.  / 

A  o. 

O.J 

y.o 

i  i 

c 
0 

0 

jj/ 

1  .OO 

Southern 

1932  0 

5 

165.0 

-18 

8.5 

10.9 

7.1 

12.6 

13 

3 

4 

12773 

1.51 

Southwestern  Public  Service  (4) 

189  4 

5 

17.4 

-21 

9  2 

12.2 

8.0 

14.2 

12 

2 

-1 

1 166 

2  38 

Teco  Energy 

306.6 

9 

34.5 

34 

1 1.3 

9.1 

8  3 

15.5 

15 

4 

4 

2356 

1.38 

Texas  Utilities 

1301.4 

14 

94.9 

-48 

7.3 

16.0 

4.6 

4.3 

29 

2 

-16 

8217 

1.26 

Union  Electric 

438.9 

-3 

38.2 

-14 

8  7 

9  8 

6.5 

12.6 

13 

3 

2 

3574 

2.72 

United  Illuminating 

167.6 

3 

13.2 

5 

7.9 

7.8 

5.3 

8.7 

14 

0 

-10 

516 

2.61 

Washington  Water  Power 

190.9 

-10 

26.7 

-26 

14.0 

16  9 

6.2 

10.3 

14 

7 

1 

917 

1.25 

Wheelabrator  Technologies 

281  3 

15 

40  1 

20 

14  3 

13  6 

8.9 

13.2 

22 

31 

31 

3634 

0.89 

Ikl/IAC    All    fi.  TDAMCMICCIAM 

GROUP  COMPOSITE 

7900.2 

9 

665.2 

-9 

8.4 

10.0 

7.1 

11.7 

17 

4 

28 

22533 

1.51 

Bay  State  Gas  (3) 

205.6 

20 

22.8 

1  1 

11.1 

1 2.0 

6.8 

11.1 

1  4 

1 3 

-3 

333 

1 .80 

El  Paso  Natural  Gas 

221.9 

5 

21.1 

-32 

9.5 

1 4.6 

7. 1 

1  1 .6 

1 7 

- 1 9 

NA 

1 392 

2.20 

2449  7 

32 

1 73  1 

1  g 

7  | 

7  9 

8  0 

1 3  9 

2 1 

1 3 

1 9 

7535 

1  42 

MCN 

656  8 

18 

69  3 

28 

10.6 

9.7 

9.9 

18.5 

13 

12 

1 

1 139 

2.99 

NlCOr 

780.3 

1  o 

3  1  .  J 

1  1 

6.6 

A  O 

o.y 

1  u.u 

16.1 

J 

1 

1 450 

2.07 

uneoK  (4j 

6 

ZO.4 

—  1  A 
1  O 

o.v 

inn 

NA 

O  A 

y.o 

1  J 

J 

oo 

AT 

AAA 

1  .J  1 

Panhandle  Eastern 

517.3 

-16 

58.8 

-15 

1  1.4 

1  1.3 

5.9 

8.3 

18 

1 1 

12 

2505 

1.17 

Petroleum  Heat  &  Power 

266.8 

6 

51.4 

32 

19.3 

15.5 

NM 

NM 

94 

NA 

MA 

163 

0.08 

Piedmont  Natural  Gas  (2) 

233.1 

15 

27.7 

2 

1 1.9 

13  4 

7.9 

13.4 

14 

12 

3 

526 

1.46 

Questar 

223.3 

-9 

30.9 

-14 

13.9 

14.6 

9.1 

13.1 

16 

6 

22 

1255 

1.97 

Sonat 

479.5 

-4 

49  6 

28 

10.3 

1 3.9 

1 3.5 

18.0 

10 

3 

14 

2560 

2.83  1 

Transco  Energy 

834  1 

7 

29  5 

28 

3.5 

3.0 

NM 

13  6 

NM 

-8 

NA 

605 

-1.38  1 

USX-Delhi  Group 

154.4 

18 

0.4 

-95 

0.3 

6  6 

1.7 

18 

34 

NA 

NA 

129 

0.41  I 

Williams 

582  0 

-22 

52.8 

-58 

9.1 

16.7 

6.6 

9.2 

17 

1  1 

54 

2474 

1.44 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PlOc 

Abbott  Laboratories  12d 
ABM  Industries  21e 
ACX  Technologies  7b 
Adia  Services  21e 
Advanced  Micro  9d 
ADVO  21d 

Aetna  Life  &  Casualty  1 7b 
AFLAC  17b 
Ahmanson  (H  F  }  17c 
Aii  Express  InH  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
AirTouch  Communs  22a 
Alaska  Air  Group  23a 
Albertson's  10c 
Alco  Standard  5 
Alcoa  16a 

Alexander  &  Alexander  17a 
Alexanders  Baldwin  23d 
Alex.  Brown  17a 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan12b 
AlliedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amdahl  18b 
Amerada  Hess  11a 
America  West  23a 
American  Bankers  Ins.  17b 
American  Brands  6e 


American  Cyanamtd  12b 
American  Electnc  24a 
American  Express  17a 
American  General  17b 
American  Greetings  14d 
American  Home  12b 
American  Intl.  Group  17b 
American  Medical  12c 
American  National  17b 
American  President  23d 
American  Stores  lOc 
Amentech  22b 
Ames  Dept  Stores  8 
Ametek  9a 
Amyen  12b 
Amoco  11a 
AMP9d 
Amphenol  9d 
AMR  23a 

Am  South  Bancorporation  3c 
Analog  Devices  9d 
Anheuser  Busch  6c 
Anthem  Electronics  21b 
Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Arbor  Drugs  12a 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  WoHd  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  11a 
AST  Research  18b 
AT&T22o 


AT&T  Capital  17a 
Atlantic  Richfield  11a 
Automatic  Data  18c 
AutoZone  8 
Avery  Dennison  15a 
Aviall  23c 
Avon  Products  6d 

B 


Baker  (j  )  8 
Baker  Hughes  lib 
Ball  7a 

Baltimore  G&F  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmenco  3d 
Bankers  Life  Holding  17b 
Bankers  Trust  3a 
Banta  21d 
Bard  (GR.)12d 
Barnes  &  Noble  8 
Barnett  Banks  3c 
Bausch&  Lomb12d 
Baxter  International  12d 
Bay  State  Gas  24b 
Bear  Steams  17a 
Bearings  21b 
Beckman  Instruments  9c 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis7b 

Bergen  Brunswig  12a 
Best  Buy  6b 


Bethlehem  Steel  16b 
BeveHy  Enterprises  12c 
Big  B  12a 

Bindley  Western  Inds  12a 
Birmmgham  Steel  16b 
Black  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent  14b 
Boatmen's  Bancshares  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 

BorgWamer  Automotive  2b 
Borg-Warner  Security  21e 
Bowater  19b 
Bradlees  8 
Bnggs  &  Stratton  15c 
Brinker  International  14a 
Bristol-Myers  Squibb  12b 
Brown  Group  6a 
Brown-f  orman  6c 
Brunswick  14d 
BuHington  Northern  23b 
Burlington  Resources  11a 


Cabletron  Systems  18c 
Caesars  World  14c 
Caldor  8 

Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Cardinal  Health  12a 
Caremark  Intl  12c 
CaHisle  15a 
Carnival  14d 
Carolina  Freight  23d 


Carolina  Power  24a 
Carpenter  Tech  16b 
Carson  Pirie  Scott  8 
Carter  Hawley  Hale  8 
Casey's  General  Stores  lOc 
Caterpillar  15c 
CBS20a 
CDI  21e 

Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Central  Maine  Power  24a 
Ceridian  18c 
Champion  Intl  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemed  21b 
Chemical  Banking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  11a 
Chrysler  2a 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cincinnati  Milacron  15b 
Cipsco  24a 
Circuit  City  Stores  6b 
Circus  Circus  14< 
Cirrus  Logic  18c 
Cisco  Systems  18c 
Citicorp  3a 
Clark  Equipment  15c 
Clayton  Homes  13b 
Cloro*  6d 
CML  Group  14d 
CMS  Energy  24a 
Coastal  11a 
Coca-Cola  6c 


Coca-Cola  Bottling  6c 
Coco-Cola  Enterprises  6< 
Coleman  9a 
Colgate-Palmolive  6d 
Coltec  Industries  5 
Columbia/HCA  12d 
Comdisco  18c 
Comerico  3b 
Commerce  Clearing  20b 
Commercial  Metals  16b 
Commonwealth  Ed  24a 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 
Computervision  18c 
Comsat  22a 
ConAgra  10b 
Cone  Mills  15d 
Conner  Peripherals  18b 
Conrail  23b 
Consolidated  Edison  24a 
Cons  Freightways  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Bank  3b 
Continental  Medical  12c 
Control  Data  Systems  18b 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStates  Financial  3a 
Corning  15a 
Countrywide  Credit  17a 
CPC  International  lOb 
CPI  14d 

Cracker  Barrel  14a 
Crane  15a 
Crawford  17a 


Cray  Research  18b 
Crestar  Financial  3c 
Crown  Cork  &  Seal  7a 
CSX  23b 

CUC  International  18a 
Culbro6e 
Cummins  Engine  2b 
Curtice-Bums  Food  10b 
Cyprus  Amax  Minerals  16c 


Dana  2b 

DanaherlSb 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Dean  Wtter,  Discover  17a 

Deere  15c 

Dekalb  Genetics  10b 

Delchamps  lOc 

Dell  Computer  18b 

Delta  Air  Lines  23a 

Deluxe  18a 

Destec  Energy  24a 

Detroit  Diesel  2b 

Detroit  Edison  24a 

Dexter  4 

DialS 

Diamond  Shamrock  11a 
Diebold  18a 
Digital  Equipment  18b 
Dillard  8 

Disney  (Walt)  14b 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley  (R  R  )  21d 
Dover  15c 


Dow  Chemical  4 
Dow  Jones  20b 
DPL24a 
DQE  24a 

Dr  Pepper/ Seven-Up  6c 
Dresser  Industries  15c 
Drug  Emporium  12a 
DSC  Communs.  22a 
Duke  Power  24a 
Dun  &  Bradstreet  20b 
DuPont4 
Duty  Free  Inri  8 


E-Systems9b 
Eagle  Food  Centers  lOc 
Eagle-Picher  Industries  2b 
Eastman  Chemical  4 
Eastman  Kodak  14d 
Eaton  2b 
Echlin  2b 
Eckerd  12a 
Ecolab6d 
Edison  Brothers  8 
Edwards  (A  G.)  17« 
EG&G  21a 
El  Paso  Natural  Gas  24b 
Electronic  Data  Systems  18 
EMC  18b 
Emerson  Electric  9a 
Engelhard  4 
Enron  24b 
Enron  Oil  &  Gas  11a 
Equifax  17a 
Ethyl  4 

Excel  Industries  2b 
Exxon  11a 

Continued  on  p.  11 
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nvest  your 

riME 

BEFORE 

ou  invest  your 


Business  Week  Mutual  Fund  Profiles 


rt  the  premier  fund  analysis  on  the  funds 
your  choice  on  demand  and  up-to-date. 


BusinessWeek 


eyond  news.  Intelligence. 


UfliqUe  No  other  mutual  fund  report  combines  the 
strength  of  Business  Week  and  Morningstar.  Business  Week 
Mutual  Fund  Profiles  are  complete  with  the  fund  managers 
profile,  Morningstar 's  written  analysis  of  the  fund,  1-3-5  and 
10  year  fund  performance,  fund  ranking  within  its  investment 
objective,  performance  vs.  the  S&P  500,  loads,  expense  trends 
and  much  more,  objective  Each  report  contains  the 
current  Business  Week  rating  and  the  Morningstar  5-Star 
Rating.  That's  two  independent,  objective  evaluations  to  help 
in  your  decision-making.  ©9SV  Call  our  toll  free  number. 
Tell  the  service  rep  the  name  or  the  ticker  symbol  of  the  funds 
you're  considering  buying.  Give  your  credit  card  number, 
address  and  preferred  method  of  delivery,  fast  Within 
minutes  by  fax,  you  can  have  in  your  hands  a  six  page,  easy- 
to-understand,  up-to-date  report  for  each  of  the  mutual 
funds  you're  evaluating.  Delivery  is  also  available  by  regular 
or  overnight  mail,  affordable  $9.95  per  Profile, 
plus  delivery.  This  is  truly  a  unique  opportunity. 
Individual  profiles  are  available  for  over  3,500  funds. 

call  now:  1-800-989-6060 

Omrithl  €>rj'J4  McGraw-Hill  Im 
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Continued  from  p.  1 10 

F 


F&M  Distributors  8 
Fabri-Centersof  America  8 
Family  Dollar  Stores  8 
Fannie  Mae  17a 
Fay's  12a 

Federal  Express  23c 
Federal  Home  Loan  17a 
Federal  Paper  Board  7b 
FederaLMogul  2b 
Federated  Dept  Stores  8 
Ferro4 

Fidelity  National  Rnl,  17a 

Fieldcrest  Cannon  15d 

Fifth  Third  Bancorp  3b 

Filene's  Basement  8 

Finalla 

Fingerhut  8 

First  Alabama  3c 

First  American  Finl  17a 

First  Bank  System  3b 

First  Chicago  3b 

First  Data  18c 

First  Empire  State  3a 

First  Fidelity  3a 

First  Financial  Mgmt  17a 

First  Interstate  Bancorp  3d 

First  of  America  Bank  3b 

First  Union  3< 

Firstar  3b 

Flagstar  14a 

Fleet  Financial  Group  3a 

Fleetwood  Ents  14d 

Fleming  lOa 

Florida  Progress  24a 

Flowers  Industries  10b 

Fluor  21a 

FMCISc 

Food  Lion  10c 

Foodarama  lOc 

Ford  Motor  2a 

Fort  Howard  19b 

Foster  Wheeler  21a 

Foundation  Health  12c 

FPL  Group  24a 

Freeport-McMoRan  4 

FreecortMcMoRan  C&G  16c 

Fremont  General  17b 

Fuller  (H  B  )  4 


Gannett  20b 
Gap  8 
GATX  23c 

Gaylord  Container  7b 
GenCorp  1 
Genentech  12b 
General  Dynamics  1 
General  Electric  5 
General  Host  5 
General  Instrument  9b 
General  Mills  10b 
General  Motors  2a 
General  Nutrition  10c 
General  Public  Uts  24a 
General  Signal  15c 
Genesco  8 
Genuine  Parts  21b 
Geon4 
Georgia  Gulf  4 
Georgio-Pacific  19a 
Getty  Petroleum  21b 
Giant  Food  lOc 
Gillette  6d 

GM  Hughes  Electronics  9b 
Golden  West  17c 
Good  Guys  6b 
Goodrich  (B  F  )  4 
Goody's  Family  Clothing  8 
Goodyear  Tire  &  Rubber  2c 
Grace (W  R  )4 


Grainger  (WW)  21b 

Great  A&PlOc 

Great  Lakes  Chemical  4 

Great  Western  17c 

GTE  22b 

Gtech  Holdings  18c 

Guilford  Mills  15d 

H 


Handleman  21e 
Hanna(M.A_)4 
Hannaford  Brothers  10c 
Harcourt  General  5 
Harley-Davidson  14d 
Harman  International  14d 
Hamischfeger  15c 
Harris  9b 
Horsco  15a 
Hartford  Steam  17b 
Hartmarx  6a 
Harvard  Industries  15a 
Hasbro  14d 
Hawaiian  Electric  24a 
Health  Care  &  Retirement  12c 
Hedihsouth  ReraDitatkyi  12c 
Health  trust  12c 
Hechinger  8 
Heilig-Meyers6b 
Heinz  (H.J  )  10b 
Helene  Curtis  Industries  6>d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hillhaven  12c 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
Home  Shopping  8 
Homestake  Mining  16c 
HON  Industries  18a 
Honeywell  9c 
Hook-SupeRx  12a 
Horace  Mann  17b 
Hormel  Foods  10b 
House  of  Fabrics  8 
Hovnanian  Ents  13b 
Hubbell  9a 
Hudson  Foods  10b 
Huffy  14d 
Hughes  Supply  21b 
Humana  12c 
Hunt  (J  B  )  23d 
Huntington  Bancshares  3b 

I 


IBM  18b 
IBPlOb 

IES  Industries  24a 
Illinois  Central  23b 
Illinois  Power  24a 
Illinois  Tool  Worxs  15a 
IMC  Fertilizer  4 
Imo  Industries  9c 
InaCom  21e 
Ingersolt-Rand  15c 
Integra  Financial  3a 
Intel  9d 

Intelligent  Electronics  18a 
Interface  15d 
Intergraph  18b 
LntenxiHonal  Game  Tech  15a 
Inri  Multifoods  10b 
International  Paper  19b 
Interpublic  Group  21d 
Interstate  Bakeries  10b 
Ipatco  Enterprises  24a 

rns 


Jacobs  Engineering  21a 
James  River  19b 
Jamesway  8 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jones  Apparel  Group  6a 
Joy  Technologies  15c 


Kaiser  Aluminum  16a 
Koman  21b 

Kansas  Gly  Power  &  Light  24a 
Kansas  City  Southern  23b 
Koufmon  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kemper  17b 
Kendall  Inri  12d 
Kerr-McGee  11a 
KeyCorp  3b 
Kimball  Inri  6b 
KimbeHy-Clark  19b 
Kmart  8 

y  n.ght-Pidder  20b 
Kohl's  8 
Kroger  lOc 
KU  Energy  24a 


Lo-Z-Boy  Chair  6b 
Lafarge  13a 
Lands'  End  8 
Landstar  System  23d 
LeggettS.  Piatt  6b 
Lennar  13b 
LG&E  Energy  24a 

Lilly  (El. )  12b 
Limited  8 

Uncoln  National  17b 
Litton  Industries  9b 
Uz  Claiborne  6a 
Lockheed  1 
Loctite  4 

Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Lotus  Development  18c 
Louisiana  Land  11a 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubrizol  4 
Lukens  16b 
Lyondell  4 

M 


Mac  Frugal'*  8 
Macy  (R  H  }  8 
Magma  Copper  16c 
MagneTek  9a 
Mallinckrodt  Group  12d 
Manor  Care  12c 
Monv.lle  19b 
Mapco  11a 

Manon  Merrell  Dow  12b 
Mark  IV  Industries  15a 
Marriott  Intl  14a 
Marsh  &  McLennan  17a 
Marshall  Industnes  21b 
Martin  Marietta  1 
Mattel  14d 
Maxtor  18b 
Maxxam  16a 
May  Department  Stores  8 
Mayflower  Group  23d 
Maytag  6b 
McCormick  lOb 
McDonald's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 


MCI  Communications  22a 
McKesson  12a 
MCN  24b 
Mead  19b 
Media  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 

Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
MGM  Grand  23a 
Michaels  Stores  8 
Michigan  National  3b 
Micro  Warehouse  8 
Micron  Technology  9d 
Microsoft  18c 
Mid  Atlantic  Medical  21e 
Midlantic  3a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mitchell  Energy  11a 
Mobil  11a 

Mohawk  Industnes  15d 
Molex  9d 
Monsanto  4 
Morgan  (J  P)  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 
Musicland  Stores  14d 

N 


Nacco  Industries  15b 
Nalco  Chemical  4 
Nash  Finch  lOa 
National  City  3b 
National  Convenience  10c 
National  Health  Labs.  12c 
National  Medical  12c 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCHod 

Neiman  Marcus  Group  8 
Nevada  Power  24a 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
Nicor  24b 
Nike  6a 

Nine  West  Group  6a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Nortek  13a 
Northern  Trust  3b 
Northrop  1 
Norwesl  3b 
NovaCare  12c 
Novell  18c 
Nucor  16b 
Nynex  22b 


Occidental  Pet  11a 
Office  Depot  21b 
Ohlo  Edison  24a 
<"<],.-,  4 
Olsten  21e 


Omnicom  Group  21d 
Oneok  24b 
Oracle  Systems  18c 
Orange  &  Rockland  Uts,  24a 
Oregon  Steel  Mills  16b 
OrNda  HealthCorp  12c 
Oshkosh  Truck  2a 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Coming  13a 
Owens-Illinois  7a 
Oxford  Industries  6a 


Paccar  2a 
Pacific  G&E  24a 
Pacific  Telesis  Group  22b 
PaineWebber  Group  17a 
Pall  5 

Pamida  Holdings  8 
Panhandle  Eastern  24b 
Paramount  Communs  14b 
Parker  Hannifin  15a 
Paul  Revere  17b 
Pay  less  Cosh  ways  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
Penney  (J.  C.J  8 
PentairlSc 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Pet  10b 
Petne  Stores  8 
Petroleum  Heat  &  Power  24b 

Pfi.H,  12b 

Phelps  Dodge  16c 
PHH  21e 

Philip  Morris  6e 
Phillips  Petroleum  11a 
Phillips-Van  Heusen  6a 
Piedmont  Natural  Gas  24b 
Pier  1  Imports  6b 
Pilgrim's  Pnde  10b 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pittston  Minerals  11a 
Pittston  Services  23c 
Pittway  5 
PNC  Bank  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Poriatch  19b 
PPG  Industries  13a 
Praxair  4 
Premark  Intl  5 
Premier  Industrial  21b 
Price/Costco  8 
Procter  &  Gamble  6d 
Progressive  17b 
Promus14c 
Provident  Life  17b 
PS  Co  of  Colorado  24a 
PS  Co  of  New  Mexico  24a 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Quaker  Oats  10b 
Quaker  Slate  11a 
Quanex  16b 
Quantum  18b 
Que  star  24b 
QVC  Network  8 


Ralston  Purina  Group  10b 
Raychem9a 
Rayonier  19b 


Raytheon  9b 
Reebok  International  6a 
Reliance  Electric  9a 
Republic  New  York  3a 
RevcoD  S  12a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  Inri  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohrl 

Rose's  Stores  8 

Ross  Stores  8 

Royal  Caribbean  Cruises  14d 

RPM13a 

Rubbermaid  15a 

Ruddick  10c 

Russell  6a 

Rust  Intl  21c 

Ryder  System  23c 

Rykoff-Sexton  10a 

Ryland  Group  13b 


Safeco  17b 

Safety-Kleen  21e 
Safeway  lOc 
Sallie  Mae  17a 
Salomon  17a 
Santa  Fe  Pacific  23b 
Sara  Lee  lOb 
SCEcorp  24a 
Schering-Plough  12b 
Schiumberger  lib 
Scholastic  20b 
Schulman  (A.)  4 
Schwab  (Charles)  17a 
Scott  Paper  19b 
Scripps(E  W  )20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Sensormatic  Electronics  9b 
Service  Corp  Intl  21e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Shawmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Sierra  Pacific  Resources  24a 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (A.  O  )  2b 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  lOb 
Snapon  Tools  15b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  New  Eng  Tel  22b 
Southern  Pacific  Rail  23b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Spiegel  8 

Springs  Industries  15d 
Spnnt  22a 
SPX  15b 
St.  Paul  17b 

Standard  Federal  Bank  17c 
Standard  Motor  Prods  2b 


Standard  Products  2b 
Standard  Register  18a 
Stan  home  6d 
Stanley  Works  15b 
Staples  21b 
Stote  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stryker  12d 
Sun  11a 

Sun  Microsystems  18b 
Sun  TV  &  Appliances  6b 
SunAmerica  17a 
SunbeamOster  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Supervalu  10a 
SynOptics  Communs  18c 
Syntex  12b 
Sysco  lOa 


Talbots  8 

Tandem  Computers  18b 
Tandy  8 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Teleflex  1 

Telephone  &  Data  Sys.  22a 

Temple-Inland  7b 

Tenneco  5 

Teradyne  9j 

Terra  Inds  4 

Texaco  11a 

Texas  Industries  13a 

Texas  Instruments  9d 

Texas  Utilities  24a 

Textron  5 

Thiokol  1 

Thorn  Apple  Valley  10b 
3Com  18b 
3Ml5a 

Tiffany  8 

Time  Warner  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

TNT  Freightways  23d 
Torchmork  17b 
Toro  6b 
Tosco  11a 
Toys  'R'  Us  8 
Tracor  9c 

Trans  WoHd  Airiines  23a 
Transomerica  17a 
Transatlantic  Holdings  17b 
Transco  Energy  24b 
Travelers  17a 
Tribune  20b 
Trinova  15a 
TRW  5 

20th  Century  Industnes  17b 
Tyco  Intl  15c 


U  S  Bancorp  3d 

U  S  Healthcare  12c 

U.S.  Home  13b 

U.S.  Shoe  8 

U  S  Surgical  12d 

UAL  23a 

UJB  Financial  3a 

Union  Bank  3d 

Union  Camp  19b 

Union  Carbide  4 

Union  Electric  24a 


Union  Pacific  23b 
Union  Texas  11a 
Unisys  18b 
United  Illuminating  * 
United  Stationers  21b 
United  Technologies  1 
United  Wisconsin  Services 
Unitnn  17b 
Univar  21b 
Universal  Foods  10b 
Universal  Health  12c 
Unocal  11a 
UNUM17b 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USF&G  17b 
USG13a 
USLife  17b 
UST6e 

USX-Delhi  Group  241 
USX-Marathonlla 
USX-U.S.  Steel  16b 


Valero  Energy  11a 
Valhi  5 
Va!spar13a 
Value  City  8 
Vorian  Associates  9b 
Va.ity  15c 
Venture  Stores  8 
VP  6a 
Viking  Office  Products 
Village  Super  Market  1 
Vons  lOc 
Vulcan  Materials  13a 

w 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18 
Wamer-lambert  1 2b 
Washington  Post  20b 
WoshiigkDnWaterPovver: 
Weirton  Steel  16b 
Weis  Markets  10c 
WellPoint  Health  12« 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Westinghouse  Electri 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs 
Wheeling-Pittsburgh  1l 
Whirlpool  6b 
Whitman  5 
Willamette  Industries  1 
Williams  24b 
Williams-Sonoma  6b 
Winn-Dixie  Stores  lOl 
Wilco4 
WLR  Foods  lOb 
WMX  Technologies  2  | 
Woolworth  8 
Worthington  Inds  161 
Wrigley  (Wm.)Jr  lOf 
Wyle  Laboratories  21  I 

XYZ 


Xerox  18b 
Yellow  23d 
York  Inti.  13a 
Younkers  8 
Zenith  Electronics  6b 
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CORPORATE  SCOREBC 


nr 

Whe  r 

V.  recc 


he  readers  of  Business  Week  have 
recognized  twelve  distinguished  advertisers 
for  creating  the  best  remembered 
corporate  campaigns  of  1993. 

The  winners  were  determined  based  on 
1993  advertising  readership  scores 
compiled  for  every  issue  of  Business  Week 
by  Starch  INBA  Hooper.  Starch  is  an 
independent  research  firm  and  the 
acknowledged  readership  measurement 
standard  for  the  print  industry. 


Representative  ads  of  the  winning 
campaigns  are  shown  on  the  following 
pages.  In  an  advertising  category  with  the 
highest  creative  standards,  Business  Week 
is  proud  to  recognize  these  companies  for 
excellence  in  corporate  advertising. 


FORTIS,  INC. 

Allen  Freedman,  Chairman  &  CEO 
Ciociola  &  Company,  New  York,  NY 


FUJITSU  LTD. 

Tadashi  Sekizawa,  President 
Asian  Advertisers,  Inc.,  Tokyo,  Japan 


WmL 


I        Client  Server 


HHHHHMI 


"IBM  helped  us  move  as  fast  on 

the  ground  as  wc  do  in  the  air." 

■ 

Hm Harper. Si  Vice I'mUml-lnformalUm  Services,  IS/hV.I  m„».„ 


I  here's  never  I >  en  a  better  lime  lo  do  In 


NORFOLK  SOUTHERN  CORPORATION 

David  R.  Goode,  Chairman,  President  &  CEO 
J.  Walter  Thompson,  Atlanta,  GA 


Sure-Footed 


SUN  MICROSYSTEMS,  INC. 

Scoff  McNealy,  President,  Chairman  &  CEO 
Anderson  &  Lembke,  San  Francisco,  CA 


UUL 


akzo  m 
American  Intern  vtional  Group 
Amoco  Chemical 
Andersen  Consulting 
Cigna 
Digital  Equipment 
Eastman  Kodak 
Fujitsu 
Hitachi 
IBM 

noreolk  southekn 
Siemens 
Tim  ken 
Unisys 


Amoco  Chemical 
Boeing 
BP  America 
Digital  Equipment 
Eastman  Kodak 
,  Hitachi 
Intel    '  .  ) 
Novell 
Raytheon 
Siemens 

TlMKEN  \ 

Westinghouse 


Amoco  Chemical 

Cigna 
Digital  Equipment 
Fujitsu 
s  Hitachi 
Lockheed 
Norfolk  Southern 
Samsung 
Siemens 
Timken 
Unisys 
US  Postal  Service 
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Amoco  Chemical 
Andersen  Consulting 
Bull 
Chemical  Bank 
Digital  Equipment 
Eastman  Kodak 
Fujitsu 
Lockheed 

SCHOTT  GlASWERKE 

Texas  Instruments 
Timken 
Unis^  s 


e 


4THROPISTSI 


RAINMAKER 

)R  HUMAN  RIGHTS 


Sullivan's  passion  for  doing  good  rivals  his  success  in  doing  deals 


!  planting  time  in  the  Midwest 
;ain,  and  after  last  year's  epic  del- 
;e,  farmers  and  agriculture  exeeu- 
alike  are  praying  for  sunny  skies, 
h  P.  Sullivan  is  praying,  too.  But 

making  and  marketing  fertilizer 
I  years,  the  chairman  of  Chicago- 

Vigoro  Corp.  knows 
isn't  much  to  be  done 

the  weather, 
livan  reserves  most  of 
etting  these  days  for 
naelstrom  of  human- 
3     abuses  sweeping 
3  the  globe.  There  are 
who  would  say  the 
3ms  of  Bosnia,  Rwanda, 
lia,  and  Central  America 
s  intractable  as  a  stub- 
low-pressure  system.  But 
an  has  spent  large  por- 
of  his  time  and  $2  million 
the  past  four  years  try- 
i  right  the  swelling  flood  of 
ejs.  "It's  very  difficult  to 
sense  of  it,"  says  the 
my,  61-year-old  executive 
y.  "But  the  bottom  line  is 
e  got  to  keep  trying  and 
ng  for  basic  human  rights." 
riCAl  idealist.  Joe  Sullivan 
are  commodity  on  the  Amer- 
business  scene.  On  the  one 

he's  a  savvy  '80s-style  deal- 
r  who  made  millions  by  suc- 
illy  playing  the  leveraged-buy- 
jame.  On  the  other,  he's  a 
n-bred  liberal  idealist  who  has 

lavishly  to  further  the  causes 
Sieves  in,  from  human  right; 
migrant  aid  to  Democratic  poli- 
'He's  a  very  practical  business- 
mth  an  uncommon  sense  of  pub- 
srvice,"  says  longtime  friend 
tor  Paul  Simon  (D-I1L).  "He 
1't  want  his  tombstone  to  read: 
Sullivan  made  lots  of  bucks.' " 
llivan  certainly  has  made  money, 
arted  in  the  late  1950s  as  a  junior 
itive  in  the  fertilizer  business  of 

was  then  known  as  Swift  &  Co. 
)se  quickly  as  Chairman  Donald  P. 
—one  of  the  deal  era's  most  prolif- 
luisitors— built  Swift  into  a  booming 


food  conglomerate  called  Esmark  Inc. 
By  1980,  Sullivan  was  head  of  Esmark's 
biggest  unit  and  Kelly's  heir  apparent. 
But  in  1983,  he  left  with  fellow  Esmark 
executive  Jay  D.  Proops  to  make 
acquisitions. 


BORN  Apr 


10,  1933  in 


Boston. 


BA— history 


11954),  H«^iiS?^^-^^t 


C^irmon.^S food  on»fo}!!2 


1985  with  backing' 
company,  v  g  mlH,on 


University,  WVA 
erotic  candidates. 


Deftly  using  the  LBO  structure— and  the 
backing  of  Chicago  financier  Sam  Zell — 
they  created  Vigoro.  Since  it  went  pub- 
lic in  1991,  the  stock  has  doubled,  and 
Sullivan's  initial  $175,000  investment  is 
now  worth  $27  million. 

But  all  the  while,  Sullivan  stood  out 
as  a  persistent  liberal  gadfly  within 
Chicago's  staunchly  conservative  busi- 
ness community.  As  far  back  as  the  '60s, 
he  and  his  wife,  Jeanne,  were  strong 
civil-rights  proponents  and  early  sup- 
porters of  Eugene  McCarthy's  Presiden- 
tial campaign.  "These  were  not  exactly 
the  things  guys  talked  about  over  cock- 
tails or  golf,"  recalls  Chicago  consultant 
Neal  Ball,  an  old  friend.  Despite  his  sin- 
gularity, however,  Sullivan  got  along  in 
both  worlds.  Ball  is  a  former  Nixon  Ad- 
ministration press  aide  and  a  self-de- 
scribed "bleeding-heart  conservative." 
LONG  HAUL.  Sullivan's  ability  to  bridge 
the  gap  between  the  monied  set  and 
the  activist  community  is  a  key  compo- 
nent of  his  success  as  a  rainmaker.  Hu- 
man rights,  after  all,  is  an  issue  most 
people  can  agree  on.  In  recent  years, 
he  has  focused  his  efforts  on  the  Amer- 
ican Refugee  Committee  (arc),  an  or- 
ganization founded  by  Ball  in  1978.  It 
sends  American  doctors  and  nurses  to 
refugee  camps  around  the  world  to 
train  local  medics  to  help  their  own 
populations.  Two  years  ago,  fearful 
that  the  spotlight  on  human  rights 
would  shift  away  from  Central  Amer- 
ica as  civil  wars  wound  down  there, 
the  Sullivans  also  founded  a  program 
at  DePaul  University  to  document 
abuses  and  train  Central  American 
lawyers. 

All  told,  Sullivan  gives  away  the 
equivalent  of  his  Vigoro  salary  an- 
nually. This  year,  he  and  his  wife 
ponied  up  an  extra  $100,000  for  a 
$500,000  ARC  fund  for  hot  spots 
such  as  Bosnia.  As  they  help  tap 
donors  for  the  rest,  they  will— as 
always— present  the  case  in  busi- 
ness terms,  arc  staffers  are  often 
asked  to  dredge  up  facts  such  as 
how  much  it  costs  to  train  a 
medic  in  a  Thai  refugee  camp 
who  will  return  to  Cambodia  to 
treat  thousands  of  villagers. 

Joe  and  Jeanne  certainly 
don't  skimp  on  the  good  life. 
There  are  art-filled  homes  in 
Chicago,  Santa  Fe,  and  La  Jol- 
la,  Calif.  And  though  Joe  lends 
considerable  time  and  manage- 
ment expertise  to  favored  pro- 
grams, most  of  the  Sullivans' 
patron  activity  doesn't  get 
dirt  under  their  fingernails. 
Often,  they  open  their  Chica- 


In 
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SUE  HERERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberman,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripoffs,  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  forn  tuning  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
row's too  late. 


BusinessWeek 


Beyond  news.  Intelligence. 

is  featured  on 
Thursday  nights. 

MONEY  TONIGHT 
Monday-Friday 
7:30  pm  (ET) 


First  In  Business 
First  In  Talk 


go  home  or  rent  out  the  Ritz-Carlto 
dining  room  for  an  old-fashioned  "salon 
Invited  are  an  eclectic  mix  of  friends- 
from  Chicago  ward  politicians  to  UA 
Corp.  Chairman  Stephen  M.  Wolf  an 
retired  Admiral  Elmo  R.  Zumwalt.  Ther 
are  always  featured  guests:  human-right 
lawyers  from  Central  America,  for  ii 
stance,  or  a  teenage  theater  troupe  froi 
Santa  Fe— kids  whose  families  have  bee 
affected  by  substance  abuse.  And  ther 
is  usually  a  direct  pitch  for  funds. 
"SPEAK  UP."  Friends  trace  Sullivan 
sense  of  noblesse  oblige  to  his  upbrinj 
ing  in  a  lower-middle-class  Boston  neigl 
borhood  filled  with  Irish  and  Jewish  in 
migrants.  Tales  of  the  Holocaust  an 
the  hard-scrabble  existence  in  early  20t 
century  Ireland  left  a  searing  impre; 
sion.  "You  only  have  one  chance  in  th 
world,"  he  says.  "If  you  feel  strongl; 
you've  got  to  speak  up."  He  attende 
Harvard  on  scholarship  and  earned  a 
mba.  But  "Joe  sees  business  as  a  mear 
to  an  end,"  says  college  buddy  Desmon 
R.  LaPlaee,  vice-chairman  of  ACCO  Worl 
Corp.  "It's  a  way  to  generate  funds  t 
do  other  things." 

That's  not  to  say  he  doesn't  enjoy  hi  \ 
vocation.  After  leaving  Esmark  a  decad 
ago,  he  seriously  considered  academ 
or  full-time  charitable  work.  What  le 
him  back  to  business,  he  frankly  admit 
was  the  thrill  of  the  chase.  "Was  it  fx 
doing  deals?  You  bet  it  was,"  he  says. 

Now,  with  many  '80s-era  LBOs  brougl 
down  by  financial  excesses,  Sullivan  o 
ten  has  to  defend  the  process.  In 
March  speech  to  Catholic  business  leac 
ers,  he  tried  to  dispel  the  notion  that  a 
ethical  LBO  is  an  oxymoron.  At  Vigon 
with  revenues  of  about  $700  million,  h 
has  pushed  incentive  bonuses  to  emplo; 
ees  as  far  down  as  those  in  the  eompi 
ny's  rural  farm-center  stores.  New-jo 
training  is  available,  as  is  counseling  f( 
emotional  and  substance-abuse  problem 
Vigoro,  like  many  fertilizer  companie: 
has  been  fined  for  Environmental  Pr< 
tection  Agency  violations  despite  Sull 
van's  dictum  that  it  will  be  "enviroi 
mentally  friendly."  But  the  boss  hs 
since  revised  internal  standards  and,  fc 
now,  all  complaints  are  settled. 

Overall,  Sullivan  argues  that  20  year 
from  now,  the  good  LBOs  will  be  vindl 
cated.  "It  will  be  seen  to  have  helpe 
make  American  business  competitive! 
he  says.  He's  not  so  sanguine  about  thfi 
refugee  problem.  When  he  joined  Ball! 
ARC,  the  plan  was  to  address  an  acutl 
need  in  Cambodia  and  be  done  with  it  it 
18  months.  "God  knows,  it's  discouraging 
when  you  see  a  Bosnia  or  a  Rwanda,"  hf 
says.  But  Joe  Sullivan  doesn't  give 
to  discouragement  easily. 

By  Richard  A.  Melcher  in  Chiccu 
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Mutual  Funds 


'YOU  HAVE  TO  KNOW 
WHO'S  CALLING  THE  SHOTS' 


After  portfolio  manag- 
ers Tom  Conlin  and 
Mary  Kay  Bourbulas 
left  SteinRoe's  High-Yield  Mu- 
nicipal Fund  to  run  Strong 
Municipal  Bond  Fund,  the  for- 
tunes of  the  two  funds  re- 
versed. SteinRoe's,  which  had 
ranked  in  the  top  quartile  for 
national  muni  funds  for  four 


publisher  of  Morningstar  Mu- 
tual Funds.  "You  have  to 
know  who's  calling  the  shots 
and  what  latitude  they  have." 

Unfortunately,  that's  not  al- 
ways easy  for  the  public  to 
do.  Only  last  July  did  the  Se- 
curities &  Exchange  Commis- 
sion require  fund  companies 
to  name  portfolio  managers  in 


be  critical.  Sheldon  Jacobs, 
editor  of  The  No-Load  Fund 
Investor,  found  that  the  man- 
ager's importance  varies  in- 
versely with  the  size  of  the 
fund  group's  staff.  "Fidelity 
has  huge  internal  turnover, 
and  yet  it  clearly  is  not  hurt- 
ing them,"  he  says.  In  equi- 
ties alone,  Fidelity  Invest- 


years  running,  sank  into  the 
bottom  2%  in  1992,  while 
Strong's  anemic  fund  leapt 
into  the  top  1%— and  is  still 
way  ahead  of  SteinRoe's. 

This  is  one  example  of  why 
it's  important  to  know  the 
face  behind  your  fund.  Choos- 
ing a  fund  based  on  long-term 
performance  and  investment 
strategy  is  sound.  But  if  the 
manager  responsible  for  those 
happy  returns  bolts,  you  could 
end  up  with  a  dud.  "Ultimate- 
ly, it's  the  sailors  and  not  the 
ships  that  dictate  the  perfor- 
mance," says  Don  Phillips, 


shareholder  reports  or  pros- 
pectuses. And  this  often 
doesn't  give  a  true  picture. 
Fund  companies  worry  that 
if  a  star  manager  leaves,  in- 
vestors will  follow.  Increasing- 
ly, therefore,  they  describe 
their  funds  as  run  by  teams 
when  in  fact,  claims  Phillips, 
"somebody,  somewhere,  calls 
most  of  the  shots." 
LONELY  INSIGHT.  To  be  sure, 
there  are  cases  where  a  man- 
ager's impact  is  limited— such 
as  with  index  or  money-mar- 
ket funds.  And  the  amount  of 
support  the  manager  gets  can 


ments  has  75  research 
analysts,  22  assistant  analysts, 
and  25  traders. 

Some  fund  groups,  such  as 
American  Funds  and  Twenti- 
eth Century,  are  successfully 
run  by  committee.  But  it's 
generally  thought  that  group 
decisions  diminish  returns. 
"Consensus  won't  create  great 
ideas,"  says  Ken  Heebner, 
manager  of  CGM  funds.  "Basi- 
cally, a  good  investment  idea 
is  pretty  unusual  and  has  to 
be  a  somewhat  lonely  insight. 
If  the  merit  of  the  idea  is  vis- 
ible to  a  lot  of  people,  it 


quickly  cuts  into  the  pric 
And  while  performance 
the  first  gauge  of  a  man; 
er's  success,  individual  sty 
and  philosophies  vary  wide 
Do  you  want  a  manager  w 
ing  to  take  a  bold  contrari 
stand?  Or  a  manager  who  1  i> 
lows  a  formula?  Take  Het 
ner's  CGM  Capital  Devek  * 
ment     fund  a 
Charles       Albe  I 
Guardian  Park  A  a 
enue.     Both     a  j 
growth  funds  wi  i 
almost  $600  mills 
in  assets.  Both  ha  I 
pretax  10-year  1 1 
turns    of    rougl  | 
80%.     But     th<  pi 
styles  are  entire  <« 
different. 

Heebner  aggr 
sively  picks  stoc] 
for  explosive  gro 
over  short  perioc  i 
He  eschews  divert 
tying  and  holds  on 
about  25  stocks  ce ti 
centrated  in  a  fet 
sectors.  Some  50%  ir 
his  portfolio  is  \\ 
banks,  for  examp 
"because  they 
been  out  of  favo 
He  looks  for  de 
driven  by  earnin 
potential.  But 
calls  himself  an  "opportun 
tic"  manager,  with  an  eclec 
style  that  isn't  pinned  to 
fixed  system. 

HEART  ATTACK.  By  contra 
Guardian's   Albers  uses 
sophisticated  quantitative  mcls 
el  to  help  him  decide  whs 
and  what  to  buy  and  se 
Guardian  is  widely  diversified 
with  270  stocks,  no  one 
which  makes  up  more  thiip 
2.5%  of  the  whole.  Just  looki 
at  performance  wouldn't  be  tfl 
best  clue  to  choosing  betwe 
these  two.  For  instance,  sorr 
one  with  low  risk  tolerant 
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have  a  heart  attack 
ing    Heebner's  fund 

unately,  as  mutual  funds 
jrown  in  popularity,  so 
e  amount  of  print  and 
devoted  to  their  man- 
Research  reports,  such 
>e  from  Morningstar  and 
blue  Line  Mutual  Fund 
t  are  available  at  public 
3S,  while  many  business 
ations  and  television 
provide  regular  inter- 
with  fund  managers, 
und  companies  have  ac- 
lareholder  relations  de- 
ents  that  can  answer 
>ns.  You  can  find  phone 
ts  in  fund  prospectuses 
nagazine  listings.  In 
,  Louis  Rukeyser,  host 
'/  Street  Week,  launched 
thly  newsletter  featur- 
erviews  with  the  names 
1  the  numbers.  In  the 
>sue  of  Louis  Rukeyser's 
!  Funds  ($48  a  year;  800 
22,  ext.  3333),  Brandy- 
Fund  manager  Foster 
describes  how  he  picks 
nies  that  can  capitalize 
ietal  trends. 


elegates  to  the  1992 
(  Democratic  National 
Convention  in  New 
lidn't  realize  their  goody 
contained  a  small  for- 
[t  came  in  the  form  of  a 
card  from  Nynex,  with 
lering  of  the  Manhattan 
3  and  "D92"  on  the  face, 
the  time,  it  was  worth 
$1  in  1< 


When  it  comes  to  evaluat- 
ing performance,  it  helps  to 
"think  of  the  fund's  track 
record  as  the  resume  of  a 
person  you're  about  to  em- 
ploy to  manage  your  money," 
says  Michael  Stolper,  who  has 


three-year  tenure  with  a  giv- 
en fund  for  consistency.  The 
longer  the  history,  the  better 
the  results  and  the  greater 
the  chance  that  success  will 
continue.  But,  Stolper  warns, 
it's  important  to  look  at  annu- 


GETTING  TO  KNOW  YOUR  FUND  MANAGER 

E^E^E^E|E^E^E^E^E^EI|EJ^E^E^E^E^EBi^E^E^E^E^i^EJ 

nd  a  manager  with  at  least  three  years  o 
and  compare  the  returns  with  those  or  similar  funds 

►  Check  annual  returns  to  make  sure  a  high  overall  ran 
ing  doesn't  come  from  one  or  two  good  years.  Look  for 
your  manager  to  be  ahead  three  out  of  rive  years. 


►  How  did  the  manager  weather  corrections,  crashes,  or 
bear  markets,  such  as  those  in  1 973-74  and  1 987? 

►  Is  the  manager's  investment  philosophy  coherent  and 
based  on  a  disciplined  approach  you  can  live  with? 

►  Keep  an  eye  on  changes.  Is  a  manager  leaving?  Are 
the  portfolio  Holdings  changing  dramatically? 

DATA:  BUSINESS  WEEK 


his  own  investment  advisory 
firm  in  San  Diego,  and  whose 
free  brochure,  How  to  Select 
an  Investment  Manager,  con- 
tains tips  on  hiring  personal 
and  fund  managers  (800  426- 
6502).  Look  for  at  least  a 


al  returns.  A  five-year  record 
may  be  skewed  by  one  great 
year.  "The  really  gifted  man- 
agers will  do  well  three  out  of 
five  years,"  he  says. 

Don't  blithely  choose  this 
year's  top  performers.  "Some 


Collecting 


of  the  most  bizarre  characters 
on  the  planet  have  brilliant 
short-term  records  that  then 
sputter  out,"  says  Rukeyser. 
Indeed,  he  points  out  that  Pe- 
ter Lynch,  who  gave  Fidelity 
Magellan  the  best  overall  fund 
record  in  the  1980s,  never 
ranked  more  than  16th  in  any 
year.  Where  possible,  see  how 
managers  did  during  such 
clown  years  as  1973-74,  1987, 
and  1990.  Look  for  a  coher- 
ent policy:  Even  though 
Heebner  has  an  eclectic  style, 
his  concentrated  growth  ap- 
proach is  consistent.  Review 
quarterly  and  monthly  re- 
turns, says  Carl  Gargula,  a 
managing  director  at  Ibbot- 
son  Associates,  because  year- 
end  figures  can  be  mislead- 
ing: "They  sell  the  losers, 
take  some  capital  gains,  and 
boost  returns  that  way." 

Ultimately,  who  runs  your 
fund  is  as  important  as  its 
performance.  You  wouldn't 
trust  your  kids  with  an  un- 
known sitter.  So  why  give 
your  savings  to  a  stranger? 
Pam  lilack  ww*****"* 

$1 

N^VorV.  Telephone 


Change 


PHONE  CARDS  THAT  HAVE 
COLLECTORS  CALLING 


ERIVOX 
SET  GOES  FOR  $200 

ce  calls.  But  today,  col- 
3  are  scampering  for  the 
one  of  which  sold  re- 
for  $1,700.  "They  just 
)eared,"  says  Luis  Vig- 
New  York  dealer. 
;  Nynex  card  is  one  of 
•eds     of  phone-debit 
-many  originally  issued 
anotional  gimmicks— that 


are  now  hot  properties  among 
collectors.  Not  surprisingly, 
the  craze  started  in  Europe, 
where  phone  cards  have  been 
in  use  since  they  were  invent- 
ed in  Italy  in  1976.  Only  in 
the  past  five  years  has  it 
spread  to  the  U.  S.,  where 
there  are  now  an  estimated 
5,000  fanciers. 

Phone-card  values  are 
loosely  based  on  the  num- 
oer  that  were  made  and 
what's  pictured 
on  them.  For  ex- 
ample, AT&T  is- 
sued only  500 
cards  for  the  1992 
America's  Cup, 
and  they  now 
fetch  up  to  $1,000 
apiece.  Nynex  dis- 
tributed 20,000 
cards  at  the  Dem- 
ocratic conven- 
tion—but most  got 
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thrown  away.  Even  though 
100,000  were  made  in  1993, 
a  set  of  20  Amerivox  phone 
cards,  each  with  a  different 
picture  of  Elvis  Presley,  sells 
for  $200,  based  on  the  popu- 
larity of  Elvis  memorabilia. 

Most  U.  S.  cards  come  in 
$1,  $5,  or  $10  denominations. 
But  some  companies,  in  try- 
ing to  capitalize  on  demand, 
are  issuing  cards  with  no  long- 
distance time  on  them.  Most 
collectors  consider 
these  worthless. 
Cards  from  the 
likes  of  Sprint  and 
Nynex  are  the  saf- 
est bets  since 
those  companies 
aren't  likely  to  go 
under,  says  John 
Taylor,  editor  of 
collectors'  maga- 

CARTOONS  FROM 
GERMAN  TELEKOM 


ONE  OF  THESE  NYNEX 
CARDS  RECENTLY  FETCHED  $1,700 

zine  Premier  Telecard  ($78  a 
year;  805  542-9346). 

Other  reliable  guides  in- 
clude Credit  Card  Collector 
($19.99  a  year;  150  Hohldale, 
Houston,  Tex.,  77022),  Interna- 
tional Telephone  Cards  ($5  a 
copy;  800  683-0036),  and  Lin 
Overholt,  a  Florida  collector 
who  offers  a  catalog  ($5:  P.O. 
Box  8481,  Madeira  Beach, 
Fla.,  33738). 

Stamps  weren't  originally 
issued  to  be  collected,  yet  rare 
ones  sell  for  thousands  of  dol- 
lars today.  Similarly,  phone 
companies  weren't  thinking 
"collectibles"  when  they  began 
producing  decorative  phone- 
debit  cards.  But  who  knows 
what  they'll  be  worth  in  a  few 
decades?  Chris  Roush 
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Smart  Money 

PROFITS:  THE  HEALTHIEST  THIHG 
ABOUT  CIGARETTES 


These  days,  tobacco  is  ta- 
boo. But  behind  the  po- 
litical firestorm  that's 
engulfing  the  cigarette  mak- 
ers, you'll  find  a  group  of 
stocks  that  nevertheless 
promises  healthy  returns.  In- 
vestors who  don't  mind  tobac- 
co stains  in  their  portfolio 
could  clean  up. 

Wall  Street  had  all  but 
written  off  tobacco  shares.  By 
early  April,  even  diversified 
heavyweights  Philip  Morris 
and  rjr  Nabisco  were  trad- 
ing at  multiples  that  valued 
their  cigarette  operations  at 
little  or  nothing.  Then,  on 
Apr.  26,  British  conglomerate 
BAT  Industries  announced  that 
it  was  buying  the  American 
Tobacco  subsidiary  of  Ameri- 
can Brands.  The  $1  billion 
deal,  at  nine  times  earnings, 
put  a  fresh  spin  on  tobacco 
stock  valuations.  "That  buy 
should  have  alerted  investors 
that  domestic  tobacco  isn't 
worthless,"  says  analyst  Ro- 
nald Morrow  of  Smith  Barney 
Shearson.  Although  tobacco 
stocks  edged  up  in  the  latter 
part  of  April,  many  analysts 
still  believe  there  remains 
plenty  of  room  for  further 
appreciation. 

DISTANT  THUNDER.  Still,  the 
barrage  of  bad  news  that  has 
beaten  down  the  stocks  isn't 
over.  Antismoking  activists 
predict  the  courts  will  pierce 
the  tobacco  companies'  Teflon 
defense  against  product-liabil- 


■  ESTIMATED,  PER  SHARE    '  'AMERICAN  DEPOSITARY  RECEIPT 

ity  cases.  The  upshot?  Some 
see  damage  awards  rivaling 
asbestos  payouts. 

In  the  meantime,  the  in- 
dustry's fundamentals  are  sur- 
prisingly strong.  Rebounding 
from  last  year's  bloody  price 
war,  1994  earnings  for  Philip 
Morris,  Reynolds,  and  Ameri- 
can Brands,  which  represent 


SHARE 
PRICE 

5/2/94 


$141/4 


more  than  80%  of  the  domes- 
tic market,  should  leap  11%, 
Morrow  estimates.  Nettle- 
some  discounts  to  wholesal- 
ers are  disappearing, 
and  the  higher-mar- 
gin premium  cigar- 
ettes   have  re- 
gained market 
share. 

As  a  result, 
the  industry  will 
throw  off  more 
than  $3  billion  in 
free  cash  flow 
for  the  year,  up 
75%  from  1993. 
That's  plenty  of 
money  to  con- 
tinue aggressive 
investment  in  the 
expanding  global 
market  for  cigarettes. 
It's  also  enough  to 
help  support  tobac- 
co as  a  stand-alone 
business,  in  case 
Philip  Moms  or 
RJR  should  fol- 
low through  on 
talk   that  they 
might     spin  off 
their  food  companies. 
Meanwhile,  current 
investors  should  be 
happy  with  dividends 
of  around  5%. 

Analysts  are  par- 
ticularly high  on 
Philip  Morris. 
Sanford  C.  Bern- 
stein   &  Co.'s 
Gary    Black  is 


SMOKING  OUT 
TOBACCO  STOCKS 


PRICE-TO- 
EARNINGS, 
1994  EST. 


1994 
EARNINGS 
GROWTH* 


BAT 

12.6  8.7% 


DATA  SMITH  BARNEY  SHEARSON 

projecting  12%  annual  growth 
in  earnings  and  dividends  be- 
tween now  and  1998,  even 
with  an  expected  75<t-a-pack 
hike  in  federal  cigarette  taxes. 
The  company's  strong  support 
of  Marlboro  is  the  driving  fac- 
tor. A  year  ago,  Philip  Morris 
turned  the  stock  market  up- 
side down  with  its  40C  price 


cut  aimed  at  shoring  up  the 
brand.  As  hoped,  Marlboro 
managed  to  reverse  its  slide, 
posting  a  1.1%  uptick  in  mar- 
ket share  for  the  1993  fourth 
quarter.   To   pump   up  its 
entire  stable  of  brands,  the 
company  has  introduced  a 
"frequent  buyer"  incentive 
program,  which  will  provide 
rewards  to  wholesalers  who 
are  willing  to  stock  a  higher 
percentage  of  Philip  Morris 
products  at  the  expense 
of  competing  brands. 
Marlboro's 
price  dive  was  a 
direct  hit  on  the 
earnings  and 
volume  of  No.  2 
Reynolds.  By 
yearend,  how- 
ever, Reynolds 
was  the  only  to- 
bacco company  to 
increase  share, 
jumping  1.8%  for 
the  year.  Analysts 
say  that  parent 
rjr's  stock  is 
a  bargain  at 
$6.50.  In  addi- 
tion to  the  up- 
side in  tobacco,  the 
PHILIP  Nabisco  food  busi- 

MORRIS  ness-No.  1  in  cook- 

ies and  crackers— is 
strong,  turning  in 
10%  volume  growth 
for  the  last  two 
quarters,  thanks 
to  a  slew  of 
new  prod- 
ucts and  line 
extensions. 
And  if  that's  not 
enough   to  entice 
investors,    RJR  is 
selling  Preferred 
Equity  Redemption 
Cumulative  Stock 
(percs)  at  $6.50.  With  a 
9.25%  dividend,  PERCS  offer 
an    attractive    yield:  RJR 
doesn't  pay  dividends  on  its 
common  stock.  The  PERCS  con- 
vert into  common  stock  after 
three  years,  or  before  then  if 
the  shares  hit  a  call  price  of 
$9.43.  Unlike  a  failed  RJR  of- 
fering a  year  ago,  the  PERCS 
deal  rewards  investors  for 
positive  returns  from  food  and 
tobacco  operations.  Investors 
snubbed  the  previous  plan  to 
issue  a  separate  Nabisco-only 
stock  when  RJR,  squeezed  by 


LOEWS 

$895/8  11.8  21.4% 


$54  10.2  14.7% 


RJR 
NABISCO 

Wh  15.5  35.5% 


1ST 

$27  14.5  16.3% 


the  cigarette  price  war, 
tracted  a  promise  to  pay 
dividend  on  the  remaining 
bacco  shares. 
right  snuff.  The  outlook 
smaller  players   is  mix 
bat's  Louisville-based  Bro 
&  Williamson  Tobacco  subs! 
iary,  a  distant  third  in  tl 
U.  S.  market,  needed  to  bl 
up  or  get  out.  Picking  i 
American    Tobacco's  6.1 
helps.  As  declining  domes! 
consumption  squeezes  the  I 
tie  guys,  expect  more  const 
dation  ahead.  Loews  Col 
may  eventually  shed  its  11 
rillard  unit,  whose  success! 
Newport    cigarette  bra] 
might  make  an  attract! 
U.  S.  target  for  a  foreign  J 
bacco    company.  Invest* 
should  steer  clear  of  higlj 
leveraged    Liggett  Groil 
Slumping  share  and  reliaif 
on  slimmer-margin  gene1 
cigarettes  make  Liggett 
most  vulnerable  player. 

But  small  doesn't  alw£ 
mean  weak.  UST  Inc.,  mal 
of  moist  snuff,  is  a  tiny  po ; 
erhouse,  with  an  85%  sh 
of  its  market.  Smith  Barne!! 
Morrow  predicts  that  futi  I 
earnings  will  grow  by  15% 
18%.  As  smokers  look 
alternatives  to  lighting  i 
U.  S.  Tobacco  is  expected 
benefit,  Maria  Mall 


t 


Worth  Noting 


y! 


■  PATENT    HELP.  Do 

dream  of  making  big  bucks 
your  garage  inventions?  H(( 
ing  a  lawyer  to  navigate  pjj| 
ent  channels  can  cost  $5,Cj; 
to  $10,000.  Now,  there's  P~ 
ent  It  Yourself,  a  $230  sc- 
ware  package  from  self-h<™ 
legal  publisher  Nolo  Pr( 
(800  992-6656),  which  incluqj 
all  the  required  forms  and 
structions,  plus  advice  on 
searching  patent  potential,  j 

■  UNIT  WHAT?  Is  your  b 
ker  trying  to  get  you  to  b 
something  called  a  unit  inve 
ment  trust?  Find  out  what?! 
is,  how  it  differs  from  a  mu  I 
al  fund,  and  what  advantag 
it  offers  in  On  Track  W-jj 
Unit  Investment  Trusts,  fr 
from  the  Investment  Comj 
ny  Institute,  1401  H  St.  N; 
Washington,  D.  C.  20005-21-h 
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PERSONAL  BUSI 


1DUCTION 

i  from  last  week:  0.5% 
!  from  last  year:  2.3% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  lost  week:  0.1% 
Change  from  last  year:  9. 1  % 


Apr  23 
234  6 


Apr.  23 
191.8 


mnuj 

Apr  1  6 

190.9 


Aug 
1993 


Dec 
1993 


Apr 
1994 


212 


Jill 


ml 


Apr.  1 6 
234.4 


Apr 

\99S 


Aug 
1993 


Dec. 
1993 


Apr. 
1994 


eduction  index  was  up  strongly  during  the  week  ended  Apr.  23,  as  rail-freight 
sicked  up,  probably  because  the  Teamsters'  strike  shifted  truck  cargo  to  rails, 
tion,  seasonally  adjusted  output  of  electric  power,  crude-oil  refining,  coal,  and 
oard  increased.  Auto,  steel,  truck,  paper,  and  lumber  production  declined  for 
ek.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
from  193.4. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc. 


The  leading  index  was  little  changed  in  the  week  ended  Apr  23,  but  the  latest  data 
suggest  that  the  index  will  begin  to  weaken.  That's  because  lower  stock  prices, 
higher  bond  yields,  and  sharply  lower  growth  in  real  estate  loans  and  M2  offset  a 
rise  in  materials  prices.  Dota  for  business  failures  were  unavailable  With  so  many 
indicators  down,  the  index,  before  calculation  of  the  four-week  moving  average, 
dropped  to  233.9,  from  236.2  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  (or  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

1/30)  thous.  of  net  to ns 

1,960 

1,849# 

7  2 

(4/30)  units 

143,467 

143,368r# 

3  4 

(4/30)  units 

!  17,982 

124,426r# 

14.9 

C  POWER  (4/30)  millions  of  kilowatt-hours 

54,593 

53,092(t 

5.5 

OIL  REFINING  (4/30)  thous.  of  bbl./day 

14,065 

13,974# 

3.1 

/23)  thous.  of  net  tons 

21,447# 

21,242 

14.5 

OARD  (4/23)  thous.  of  tons 

847. 9# 

824  4r 

8.9 

4/23)  thous.  of  tons 

808.0# 

829.0r 

-1  9 

I  (4/23)  millions  of  ft. 

446.0# 

456  6 

-3  8 

EIGHT  (4/23)  billions  of  ton-miles 

22. 9# 

22.7 

4.6 

:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
i  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
:an  Railroads 

EIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

SE  YEN  (5/4) 

102 

103 

110 

N  MARK  (5/4) 

1.66 

1  67 

1.58 

POUND  (5/4) 

1.50 

1.50 

1.58 

FRANC  (5/4) 

5.69 

5.75 

5  31 

AN  DOLLAR  (5/4) 

1  39 

1.38 

1  27 

FRANC  (5/4) 

1  41 

1.43 

1.42 

N  PESO  (5/4)' 

3.288 

3.295 

3.148 

:  Major  New  York  banks.  Currencies  expressed 
(pressed  in  dollars 

in  units  per  U.S.  dollar,  except  for  British 

as  I 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

5/4)  $/troy  oz. 

375.150 

374.250 

5.9 

CRAP  (5/3)  #1  heavy,  $/ton 

135.00 

137.50 

26.8 

rilFFS  (5/3)  index,  1967=100 

216.9 

217  0 

5.8 

(4/30)  C/lb. 

93.9 

91.6 

5.2 

IUM  (4/30)  C/lb. 

61.3 

61.3 

19.0 

(4/30)  #2  hard,  S/bu. 

3  72 

3.59 

10.4 

1  (4/30)  strict  low  middling  1-1/16  in  ,  C/lb. 

78.40 

77.68 

39.9 

>:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
ansas  City  market,  Memphis  market 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (4/29)  S&P  500 

451.15 

444.66 

3.1 

CORPORATE  BOND  YIELD,  Aaa  (4/29) 

7.81% 

7.93% 

5.5 

INDUSTRIAL  MATERIALS  PRICES  (4/29) 

98.7 

98.7 

1.5 

BUSINESS  FAILURES  (4/22) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (4/20)  billions 

$421.9 

$424.5r 

4.0 

MONEY  SUPPLY,  M2  (4/ 1 8)  billions 

$3,556.3 

$3,562. 3r 

3.6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/16)  thous 

364 

350 

2  2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  componies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

PERSONAL  INCOME  (Mar.)  annual  rate,  billions 

$5,633.1 

$5,600.0r 

6  5 

C0NSTR.  SPENDING  (Mar.)  annual  rate,  billions 

$495.4 

$491.7 

9.0 

12  LEADING  INDICATORS  COMPOSITE  (Mar.)  index  1012 

100  5r 

2.8 

NEW  HOME  SALES  (Mar )  annual  rate  thous 

739 

665r 

23.2 

Sources:  Commerce  Dept.,  Census  Bureau 

r.MJIWU'll!!.:  WiV 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (4/18) 

$1,137.9 

$l,143.7r 

9.5 

BANKS'  BUSINESS  LOANS  (4/20) 

290.9 

286.9 

5.2 

FREE  RESERVES  (4/27) 

1,251 

773> 

-2.9 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/20) 

157.0 

151.4 

-0.3 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/3) 

3.81% 

3.42% 

2.98% 

PRIME  (5/4) 

6.75 

6.75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (5/3) 

4  28 

4.14 

3.10 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/4) 

4.32 

4.09 

3  06 

EURODOLLAR  3-MONTH  (4/29) 

4.14 

4.09 

3.06 

Sources:  Federal  Reserve,  First  Boston 


□ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
»rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA=  Not  available     r=  revised     NM  =  Not  meaningful 


BUSINESS  WEEK/MAY  16,  1994  127 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


YOU'VE  JUST  MISSED  THE 
FIRST  SIGN  OF  BREAST 
CANCER  IF  YOU  DIDN'T  SEE 
THAT  SMALL  DOT  IN  THE 
UPPER  LEFT  HAND  CORNER. 
Because  it  can  start  that  small 
inside  your  breast.  That's  why  a 
yearly  mammogram  is  a  must, 
especially  if  you're  over  50. 
Doctors  agree  that  as  you  get 
older,  the  risk  of  breast  cancer  is 
higher.  But  with  early  detection, 
you  increase  your  chance  of  suc- 
cessful treatment.  Even  though 
you  may  have  missed  the  first 
sign  of  breast  cancer,  a  mammo- 
gram won't.  For  information, 
please  call  the  American  Cancer 
Society  at  1-800-ACS-2345. 

A  MAMMOGRAM. 
EARLY  DETECTION  IS  THE 
BEST  PROTECTION. 


A  Public  Service  ol 
I  This  Publcafion 


MASSACHUSETTS  DIVISION 


*  CANCER 
f  SOCIETY1 


Acclaim  Entertainment  76 
ACCO  World  121 
Advanced  Micro 

Devices  89 
Aetna  Life  &  Casualty  92 
Air  France  48 
Alcatel  Alsthom  48,  49 
Alliance  Semiconductor  91 
Amdahl  88 
American  Brands  126 
American  Express  46 
American  Tobacco  126 
Amerinet  37 
Analog  Devices  89 
Anheuser-Busch  8,  62 
Annex  Research  88 
Apple  Computer  92 
Assurances  Generales  de 

France  48 
Astrum  International  53 
AT&T  36,  42,  60,  62,  125, 

130 

Austrian  Airlines  74 
Avalon  Productions  38 
Avant-Garde 
Communications  84 

B 


Banco  Commerciale 

Italiana  49 
Banco  Comercial 

Portugues  15 
Bankers  Trust  84 
Banque  National  de 

Paris  48 

BAT  Industries  126 
Baxter  International  46 
Bear  Stearns  34 
Bell  Atlantic  6,  86 
Berger  Associates  76 
Boston  Co.  80 
Broderbund  Software  46 
Brown  &  Williamson  126 


CapCom  USA  76 
Caremark  International  30 
Caterpillar  33 
CGM  124 

Chase  Manhattan  Bank  80 
Chemical  Bank  80 
Chrysler  92 
CIT  Group  80 
Coca-Cola  6,  80 
Colgate-Palmolive  34,  80 
Columbia/HCA 
Healthcare  30 
Compaq  Computer  36,  92 
Continental  Airlines  46,  74 
Cox  Enterprises  6,  86 
Creative  Artists  Agency  38 
Credito  Italiano  49 
Crown  Publishers  42 
Culligan  International  53 


DaMchi  Kangyo  Bank  80 
Dana  62 

Dayton  Hudson  56 
Deere  33 

Delta  Air  Lines  62,  74 
Development  Dimensions 

International  42 
Dillards  Department 

Stores  56 

Diversified  Pharmaceutical 
Services  30 
DKNY  56 

Dong-Ah  Construction  60 
DRI/McGraw-Hill  24 


Eastern  Airlines  6 
Eastman  Kodak  30,  32 
Electronic  Arts  46 
Electronic  Data  Systems  88 
Elf  Aquitaine  48 


Federated  Department 
Stores  56 

Fendrich  Associates  84 
Fiat  49 
Fidelity  124 
Fininvest  49 
First  Union  80 
FMC  34 
Ford  92 

Foster  Higgins  30 
Foundation  Health  84 
Fujitsu  88 

G 


Gartner  Group  88 
GD.  Searle  30 
GE  42,  62 
GE  Capital  46 
General  Nutrition  47 
GM  24,  60,  92 
Goldman  Sachs  34,  49 
Groupe  Bull  48 

H 


Hal  Riney  &  Partners  60 
Hamilton  83 

Harbor  Capital  Advisors  83 
Heineken  8 
Hitachi  88 

5 


IBM  32,  36,  42,46,  88, 
92,  130 

IDB  Communications 
Group  46 
INA  49 
Intel  80 

International  Finance  52 
Investment  Research 
Institute  34 
IRI  49 


J.C.  Penney  42,  56,  92 
J.  Walter  Thompson  60 

K 


Kemper  46 
Ketchum 

Communications  60 
Kleinwort  Benson  48 
Kmart  92 
Komatsu  33 
Kyocera  130 

L 


Latham  &  Watkins  86 
Lehman  Brothers  Asia  34 
Liggett  Group  126 
Linden  Technology  91 
Lintas  Worldwide  60 
Liz  Claiborne  56 
Loews  126 
Los  Angeles  Kings  46 
Lufthansa  48 

M 


Macy  (R.H.)56 
Malev  Hungarian 
Airlines  74 

Manning  &  Napier  74 
Marion  Merrell  Dow  15 
May  Department  Stores  56 
McKinsey  62 
MCM-Money  Watch  24 
Medco  Containment 
Services  30 
Mediobanca  49 
Merck  30 
Merrill  Lynch  62 
Microsoft  47 
Mondadori  49 
Montgomery  Ward  56 
Morgan  Stanley  62 
Motorola  36,  42 

N 


nCube  88 
NEC  130 

Nintendo  of  America  76 
Nomura  Securities  92 
N  W  Ayer  60 
Nynex  84,  125 

O 


Ogilvy  &  Mather  60 
OIS  Optical  Imaging 
Systems  36 
Owens-Illinois  62 


Pacific  Investment 

Management  83 
Palestinian  Development  & 

Investment  53 
Pep  Boys  60 
PepsiCo  6,  42 
Philip  Morris  126 
Photonics  Technology  36 
Pirelli  49 

Planar  Systems  36 
Procter  &  Gamble  80 
Prudential  Securities  34,  84 


RCA  Records  76 
Renault  48 
Rhone-Poulenc  48 


Ritz  Camera  Centers  3 
RJR  Nabisco  47,  89,  1 
Roche  Holdings  30 
Roper  Starch  Worldwid 
Royal  Bank  of  Canada 
Rubbermaid  46 
Russ  Togs  56 

S 


Saatchi  &  Saatchi  60 
Saint-Gobain  48 
Saks  Fifth  Avenue  56 
Salomon  Brothers  74, 
Sanford  C  Bernstein  1'  f; 
Scottish  Widows  Invesh* 

Management  48 
Scudder,  Stevens  & 

Clark  92 
Sears  56,  92 
Sega  Enterprises  76 
Seiko  89 
S.G.  Warburg  34,  52 
Sharp  36,  130 
Siemens  89 
Silicon  Graphics  91 
Smith  Barney  Shearson 

126 

SmithKline  Beecham  3( 
Sony  34 
Southwest  Airlines  74,  j) 
Southwestern  Bell  6,  8( 
Sprint  125 
Standard  &  Poor's  84 
Sterling  Drug  32 
STET  49 

Stratford  Advisory 
Group  83 

Sun  Microsystems  88 
Syntex  30 

T 


! 


I 


Tele-Communications  6,  f 
Thinking  Machines  62 
Thomson  Advisory 
Group  83 
Ticketrr.aster  38 
Toshiba  36,  89 
T.  Rowe  Price  84 
Tweedy  Brown  124 
Twentieth  Century  124 

u 


UAL  121 

UBS  Securities  56 
USAir  92 


ValuJet  74 
VF  56 
Vigoro  121 
Virgin  Atlantic  74 
Volpe,  Welty  76 
Voyager 
Communications  76 

W 


Wal-Mart  Stores  92 
Waste  Management  43  J 
Watkins  Group  37 
Wertheim  Schroder  32 
Western  Bank  46 
Wnstar 
Communications  84 
WMS  Industries  76 


Xerox  18,  62,  130 


II 


vestment  Figures  of  the  Wee 


NTARY 

eat  the  dollar"  week  all 
le  world.  Even  sharply 
teres!  rates  in  the  U.S. 
I  stop  the  drubbing  of  the 
hich  fell  against  the  yen 
nark.  The  currency  woes 
lowed  good  news  in  earn- 
takeovers.  In  the  U.S.  eq- 
;ets,  big-  and  mid-cap 
ished  the  week  little 
.  Yields  of  three-month 
bills  climbed  over  4%,  re- 
oncerns  over  the  econo- 
ngth. 


STOCKS 

May     Nov.     May     Apr.  28-May4 


BONDS 

May      Nov.      May     Apr.  28-May  4 


52-week  change 
+  1.6% 


451  72 
450  1500 


1  -week  change 

0.0% 


440  1300 


52-week  change 
-7.5% 


1-week  change 
-2.4% 


THE  DOLLAR 

May     Nov.     May     Apr.  27-May  4 


52-week  change 
+2.5% 


1-week  change 
-0.2% 


IKET  ANALYSIS 


XK5  Litest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

IES  INDUSTRIALS  3697.8 
COMPANIES  (S&P  MidCap  Index)    1 73 .4 
JMPANIES  (Russell  2000)  254.5 
PANIES  (Russell  3000)                261  7 

N  STOCKS  Latest 

0.0  7.2 
0.7  5.7 
1.4  11.7 
0.3  2.8 
%  change  (local  currency) 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 

COD  CAA  DDI/ E  /[IDUIUrC  D  ATIA 

i&r  5U0  rKKc/tAKNINOb  KAIIU 
TECHNICAL  INDICATORS 

4.13% 
7.34% 
2.80% 
19.9 

Latest 

3  98% 
7.1 1% 
2.78% 
20.1 

Week  ago 

2  95% 
6.78% 
2.81% 
22.6 

Reading 

*ieen 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

463.7 
32.7% 
0.37 
1.76 

464.4 

28.9% 

0.41 

1.80 

Negative 
Neutral 
Neutral 
Positive 

(FINANCIAL  TIMES  100)  3070.5 
IIKKEI  INDEX)                      19,570  2 
(TSE  COMPOSITE)                   4269 .2 

-2.5 
-0.8 
-0.4 

9.8 
-6.4 
12.7 

JSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

fEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  In  group 

%  change 
4-week  52-week 

Price 

T!0N  CONTROL 

14  8 

-1  1  5 

BROWNING-FERRIS  INDUSTRIES 

16.7 

12.3 

29% 

IE  TIME 

12  1 

41  6 

OUTBOARD  MARINE 

25.0 

36  0 

23  Ve 

P0RTATI0N  SERVICES 

1  1  9 

38.9 

FEDERAL  EXPRESS 

17.0 

60  2 

77  V? 

5 

10.8 

-8.2 

SYNTEX 

74.8 

22.2 

23  % 

CONTAINERS 

10  4 

17.8 

STONE  CONTAINER 

206 

86.4 

15% 

SEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

0NDUCT0RS 

-11.1 

23.4 

ADVANCED  MICRO  DEVICES 

-16  5 

-8.0 

25% 

MINING 

-9.6 

9.6 

HOMESTAKE  MINING 

-14  0 

14.0 

183/s 

UTY  CHEMICALS 

-5.5 

-1.4 

MORTON  INTERNATIONAL 

-10.7 

16.2 

87% 

CHAINS 

-4.7 

-0.5 

WINN-DIXIE  STORES 

-14  7 

-15.9 

46% 

AND  GLASS  CONTAINERS 

-4.5 

-7.2 

CROWN  CORK  &  SEAL 

-7.4 

-6.2 

35% 

UAL  I UNDS 


i  total  return 


n  EQUIFUND  ITALIAN  NATL.  FID.  EQUITY  9  0 

TY  SELECT  NATURAL  GAS  7  8 

TY  SELECT  ENERGY  7  6 

total  return  % 

>ER  LATIN  AMERICA  57.3 

ER  INTERNATIONAL  GROWTH  A  51.8 

ILL  LYNCH  LATIN  AMERICA  A  47.4 


LAGGARDS 
four-week  total  return 

FORUM  INVESTORS  STOCK 

-18.3 

M0NITREND  GOLD 

-15.0 

BENHAM  GOLD  EQUITIES  INDEX 

-1 1.6 

52-week  total  return 

% 

M0NITREND  GOLD 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
FORUM  INVESTORS  STOCK 

-29.2 
-23.4 
-22.8 

H  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 

Average  fund 
k  total  return 


iTIVE  PORTFOLIOS 


mounts 

nt  the  present 

$10,000 
I  one  year  ago 
portfolio 

iges  indicate 
total  returns 


0 

Foreign  stocks 
$12,565 
+0.88% 


Gold 
$10,589 

+0.21% 


U.S. stocks 
$10,487 

+0.07% 


UJ 


DRI/McGRAW-HILL 


llll 


Treasury  bonds 
$10,216 

-2.16% 


Money  market  fund 
$10,203 
+0.04% 


n  this  page  are  as  of  market  close  Wednesday,  May  4,  1994,  unless  otherwise  indicated, 
oups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


May  3.  Mutual  fund  returns  are  as  of  Apr.  29  Relative  portfolios  are  valued  as  of  May  3.  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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Editorials 

NOTHING  TO  FEAR  BUT  FEAR  OF  GROWTH 

■■^  emember  the  "limits  to  growth"  crowd  in  the  1970s? 
B^r  They're  back.  But  instead  of  concerned  liberals  wor- 
Im  rying  about  the  planet  running  out  of  resources  (boy, 
were  they  wrong!),  we  now  have  jittery  bond  traders  wor- 
rying about  the  economy  running  out  of  capacity.  Like  Chick- 
en Little  warning  that  the  sky  is  falling,  these  worrywarts 
are  scared  silly  by  growth  and  run  around  squawking,  "In- 
flation! Inflation!  Inflation!" 

So,  first-quarter  gross  domestic  product  comes  in  at  a 
modest  2.6%,  and  what  does  the  bond  market  do?  It  tanks, 
sending  yields  soaring.  The  index  of  employment  costs  are 
reported  up  a  mere  3.2%  for  the  first  quarter,  the  smallest 
increase  since  1979,  and  what  happens?  The  bond  market  tanks 
again.  The  only  thing  that  appears  to  make  these  bond  vig- 
ilantes happy  is  high  unemployment.  At  current  yields,  it  al- 
most seems  as  though  they  are  building  in  an  "unemploy- 
ment rate  premium"  of  20%  into  30-year  bonds. 

Trouble  is,  the  fear  of  growth  built  into  the  bond  market 
is  dangerous.  It  threatens  to  stifle  the  great  productivity  surge, 
which  promises  to  transform  the  U.  S.  economy,  before  it  real- 
ly gets  off  the  ground  (page  62). 

Few  of  the  bond  traders  have  ever  heard  of,  much  less 
read,  Joseph  A.  Schumpeter  (1883-1950),  the  brilliant  econo- 
mist who  argued  that  new  technologies,  markets,  and  forms 
of  business  organization  supplant  the  old— and  generate  lots 
of  economic  growth.  To  Schumpeter,  it  is  innovation  that  drives 

growth  in  a  process  that  he  called  "creative  destructio 

The  conventional  wisdom  in  the  bond  markets  is  that  1 
U.  S.  economy  is  growing  too  fast,  threatening  to  reignite 
flation.  Why?  Because  productivity  is  rising  at  1%  a  ye 
This  gives  the  U.  S.  a  long-term  noninflationary  econor 
growth  potential  of  2.5%  annually. 

But  what  if  technological  innovation  and  globalization  ha 
raised  productivity  growth  to  2%  annually?  Suddenly,  loi 
term  growth  potential  jumps  to  3.5%.  Double  the  product 
ity  growth  rate,  and  those  impending  capacity  bottlenec 
begin  to  fade.  A  wage-and-price  spiral  looks  remote.  A  n 
ture  economy  appears  more  like  an  emerging  market.  At ! 
productivity  growth,  over  $1  trillion  in  extra  output  accun 
lates  by  the  year  2000,  boosting  jobs,  shriveling  the  fede 
budget  deficit,  and  raising  per-capita  income  by  $1,000. 

Federal  Reserve  Chairman  Alan  Greenspan  believes  tl 
American  productivity  growth  is  considerably  above  1%  a 
that  the  economy  can  grow  faster  without  generating  sigi 
icant  inflation.  But  he  is  cautious  about  acting  on  that  be] 
because  he  knows  that  the  financial  markets  demand  that 
maintain  a  strict  anti-inflation  stance. 

Until  the  tyranny  of  conventional  thinking  about  inflati 
and  economic  growth  is  ended,  the  U.  S.  will  be  forced 
grow  below  its  potential.  That  means  jobs  lost  and  drea 
unfulfilled. 

A  tragedy. 

UNCLE  SAM  SHOULD  BACK  THIS  NEW  BUSINESS 

■  he  last  time  a  government  spent  billions  of  taxpayer 
|  dollars  to  pick  a  winning  new  high-tech  industry,  Ja- 

1  pan  produced  a  dog— analog  HDTV.  The  Clinton  Admin- 
istration is  now  proposing  to  start  a  sui  generis  flat-panel- 
display  industry  in  America,  and  the  temptation  is  to  damn 
its  efforts  as  well. 

That  would  be  a  mistake.  There  are  compelling  reasons  to 
back  this  particular  initiative  in  industrial  policy— as  long  as 
Congress  refrains  from  turning  high  tech  into  local  pork. 

The  Pentagon  makes  a  good  case  for  itself  in  proposing  to 
spend  nearly  $600  million  over  the  next  five  years  to  encour- 
age U.  S.  companies  to  build  flat-screen  factories.  The  cold 
war  may  be  over,  but  the  world  is  still  a  dangerous  place, 
and  the  U.  S.  armed  forces  need  the  most  advanced  equip- 
ment. That  means  thousands  of  flat  screens  for  fighter  cock- 
pits, command-and-control  centers,  and,  increasingly,  field 
weapons  (page  36). 

The  Pentagon  claims  that  Japanese  companies,  which  dom- 
inate the  $5  billion  industry,  have  shown  no  interest  in  do- 
ing specialized,  small-batch  runs  of  screens  for  the  Defense 
Dept.  So  the  Pentagon  either  has  to  build  extremely  expen- 
sive plants  to  make  the  flat  panels  itself  or  help  create  a  com- 
mercially viable  American  industry.  The  generals  figure  that 

it's  cheaper  to  provide  financial  incentives  to  such  compan 
as  IBM,  Xerox,  Motorola,  and  AT&T,  and  they're  proba 
right. 

Instead  of  taking  the  disastrous  Synfuels  route  and  bu; 
ing  its  own  factories,  this  time  Defense  is  offering  a  mod 
amount  of  research  and  development  money  o^er  many  ye 
to  companies  that  commit  to  putting  up  flat-screen-product 
facilities.  Companies  or  consortiums  that  win  a  competit 
would  receive  research  grants  amounting  to  about  30%  of 
cost  of  the  factory.  While  the  Defense  Dept.  will  guarante 
small  level  of  demand,  the  private  companies  will  have  to  cc 
pete  against  the  Japanese  in  global  markets.  Over  the  m 
decade,  the  flat-panel  display  market  is  expected  to  expk 
to  $20  billion  worldwide. 

The  Clinton  Administration  is  making  big  efforts  to  sp< 
more  of  the  government's  $70  billion  R&D  budget  on  comm 
daily  viable  technologies.  It  is  correct  in  its  general  approac 
sprinkling  small  amounts  of  money  over  many  promising  p 
competitive  technologies.  The  flat-screen  initiative  goes  furt 
in  encouraging  actual  manufacturing  and  barely  skirts  serii 
violation  of  international  trade  law.  But  the  Pentagon  has 
choice,  and  it  has  structured  its  incentives  to  private  ind 
try  wisely. 
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Editor's  Memo 


You  don't  need  a  very  long  memory 
to  recognize  the  transformation  that 
computers  have  wrought  in  the  work- 
place and  in  our  lives.  In  just  the  13 
years  since  the  personal  computer 
brought  new  power  to  our  desktops  and 
workbenches,  the  changes  have  been 
stunning.  Just  look  at  corporate  man- 
agement. With  in- 
formation now  mov- 
ing from  the  factory 
floor  throughout  the 
company  at  blinding 
speed,  whole  layers 
of  corporate  manage- 
ment have  been  ren- 
dered obsolete.  And 
companies  have  now 
learned  that  the  speed 
of  today's  more  com- 
petitive environment 
doesn't  leave  time  for 
dithering  over  deci- 
sions, anyway.  The  resulting 
leaner  style  has  thinned  man- 
agement ranks  while  encourag- 
ing initiative  and  giving  people 
more  responsibility. 

Like  any  powerful  technolo- 
gy, the  computer  leaves  little 
room  for  sentiment.   It  has 
spawned  an  Information 
Revolution  that  promises 
even  more  profound 
changes  than  we  have  wit- 
nessed already.  There  can 
be  little  doubt  that  these 
changes,  like  those  of  the 
Industrial  Revolution,  will, 
on  balance,  provide  great 
benefits.  In  preparing  this 
bonus    issue,  BUSINESS 
WEEK'S  ambitious  goal  is  to 
take  the  measure  of  this  In- 
formation Revolution  and 
make  sense  of  what  it  means  to  us. 

I  am  proud  of  the  unique  perspective 
Bl  ISINESS  WEEK  brings  to  the  task.  Our 
Information  Processing  section  pio- 
neered coverage  of  computers  and  in- 
formation issues  in  the  1970s.  And  since 
the  advent  of  the  PC,  we  have  regularly 
provided  a  broad  overview  of  develop- 
ments that  have  converged  into  this  sub- 
ject. "The  Portable  Executive"  in  1988 
foreshadowed  the  world  of  mobile  com- 
puting, cellular  technology;  and  telecom- 
munications. "Rethinking  the  Comput- 
er" in  1990  sensed  a  sea  chantre  and 


discussed  the  implications  of  the  nascent 
movement  away  from  mainframes  to 
PCs  that  would  be  linked  together  in 
networks.  Last  year's  "The  Technolo- 
gy Payoff  spotted  the  imminent  reju- 
venation of  productivity  and  looked  at 
the  advances  being  spurred  by  comput- 
ers. It  also  pointed  out  the  impor- 
tance of  rcengineering  the  work- 
place to  use  computers  as  wisely 
as  possible. 

This  special  issue  is  the  work 
of  some  75  people,  bringing  to 
bear  the  expertise  of  our  Infor- 
mation Processing,  Science  & 
Technology,  Economics,  Person- 
al Business,  and  other  depart- 
ments. Senior  Editor  Geoff 
who  has  written  or 
edited  the  bulk  of 
our  groundbreaking 
computer  stories  for 
10  years,  drew  up  the 
outline  for  the  issue. 
Assistant  Managing 
Editor  Dave  Wallace 
oversaw  the  entire 
project. 

A  particularly  ap- 
pealing part  of  this 
issue  is  "Personal 
Technology:  A  User's 
Guide,"  which  begins 
on  page  141.  The  sec- 
tion's distinctive  design  was 
the  work  of  Senior  Art  Di- 
rector Laura  Baer  and  As- 
sistant Art  Director  Alice 
Cheung.  Steve  Wildstrom, 
a  longtime  computerphile 
who  is  the  senior  news  ed- 
itor in  our  Washington  of- 
fice, edited  the  guide  and 
wrote  much  of  it. 
The  Information  Revo- 
lution is  interactive — a  two-way  or  hun- 
dred-way dialogue.  We  would  love  to 
hear  your  reactions  to  this  special  issue 
and  any  thoughts  you  have  for  our 
coverage  in  the  future.  So  please — write, 
fax,  phone,  or  e-mail  us.  In  the  mean- 
time, happy  reading. 


4,  / 


4 


Editor-in-chief 
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The  new  HP  DeskJet  printers  let  you 
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It's  hard  to  be  modest  when  you  have 
one  of  the  new  DeskJet  printers  from 
Hewlett-Packard.  That's  because  the 
HP  DeskJets  now  print  600  x  300 
dots  per  inch  and  use  Resolution 
Enhancement  technology  for  even 
clearer,  sharper  black  &  white  print- 
ing. For  better  looking  color,  the 
DeskJet  560C  has  a  new  technology 
called  ColorSmart.  By  automatically 
adjusting  the  printer  settings  for 
you,  ColorSmart  makes  printing 
impressive  colors  easier  than  ever. 
A  ColorSmart  upgrade  disk  is  also 
included  with  the  HP  DeskJet  500C. 

So  if  you  want  your  documents  to 
look  as  good  as  the  output  sample 
shown  here,  get  a  new  HP  DeskJet 
printer  and  start  printing  things  you 
can  really  be  proud  of.  Look  in  your 
local  Yellow  Pages  for  the  name  of  the 
HP  authorized  dealer'  nearest  you! 


DeskJet  Printers 
Make  it  happen. 


HEWLETT 
PACKARD 


•Suggested  US.  list  price.  Dealer  price  mav  vary  significantly  Mr  Canada 
call  I.8WKW7-3SG7  'MW4  HewlKt-P&cfcanJ  Company  PEU403 


A  PENTIU 


ACHINE  SO 


ADVANCED,  IT  EVEN 
REDUCES  THE  DRAG  ON 
YOUR  WALLET. 


This  could  be  one  of  those  rare  occasions  when 
what  you  want  coincides  with  what  you  can  afford. 
You  want  speed.  You  want  a  good  price. 

That's  the  whole  idea  behind  our  new,  expanded 
Bravo  line.  These  machines  are  designed,  engineered 
and  tested  with  the  same  exacting 
level  of  attention  that  goes  into 
every  single  AST  computer. 

Our  new  Bravo  MT  mini- 
tower features  Intel's  incredibly 
fast  Pentium "  60MHz  micro- 


processor. It's  all  the  power  you  need  to  run  an  e 
workgroup  or  the  latest  graphics-intensive  progrl 
There's  more  that's  new,  too.  Our  entire  Brl 
LC  family,  while  still  affordable,  has  new  muse 
Intel  486  microprocessors  up  to  100MHz  anc 
a  VESA  local  bus  slot.  So  the  LC  is  fast  today, 
and  can  grow  right  along  with  yo 
business  needs.  It's  even  upgradab 

BRAVO  LC  Intel  DX4/100,486DX2/66,  486SX2/50, 
486SX/33,  4  ISA  slots  including  1 VL  slot,  5  drive  bays, 
Pentium  OverDrive  upgradable.  BRAVO  LP  Inte 

486DX2/66,  486SX2/50,  486SX/33,  2  ISA  slots, 
3  drive  bays,  Pentium  OverDrive  upgradable. 


©1<W4  AST  Research,  lnc  All  nqhts  reserved  AST.  AST  Computer.  AST  logo  are  registered  trademarks  oj  AST  Research,  lnc  The  Intel  Inside  logo  is  a  registered  trademark,  and  Pentium  and  Pentium  C>verl)ni 
on  site  and  two-year  carry  in  warranty  for  hard  drive  models  Three-year  Carry  in  warranty  for  non  hard  drive  models  **CT93  unit  volume  shipments  of  AST  and  AST  manufactured  brands  (International  Data  C 


IT  Intel  Pentium  60MHz,  486DX2/66,  486SX2/50,  486SX/33,  6  ISA  slots,  6  drive  bays,  FlashBIOS.  Pentium  60MHz  includes  5  ISA  and  2  VL  slots. 


el's  Pentium  OverDrive™  processor, 
[ow  about  more  performance  in  less  space? 
Iravo  LP  is  a  low  profile  486,  full  of  award- 
ng  engineering.  For  instance,  innovative 
ty  features  help  you  keep  your  confidential 
to  yourself.  While  the  V-RAM  is  expandable 
LB  for  64-bit  processing. 
>ur  486  Bravos  are  all  EPA  Energy  Star 

approved.  So  you 


warranty*  along  with  the  most  responsive 
around-the-clock  phone  support  any-    f  jfj 
where  provide  backup.  But  then,  would 
you  expect  anything  less  from  the  world's  fifth 
largest  manufacturer  of  personal  computers?** 

Oh,  yes.  You  wanted  a  good  price.  We  already 
agreed  to  that  right  up  front.  For  an  AST  reseller 
near  you,  please  call  800-876-4AST. 


EAR  WARRANTY 


can  save  energy, 


y,  and  perhaps  even  a  few  trees.  A  three-year 


/  Intel  Corporation  All  other  trademarks  are  the  property  of  their  respective  meters  *  One -year 


COMPUTER 


INTRODUCTION 


_[  I 

How  digital  technology 
is  changing  the  way 
we  work  and  live. 


\ 


10  BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1 994 


BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1 994  11 


I  N  T  R  O  D  U  C  T  I  O  N 


The  digital  tide  has 
already  reshaped 
the  business  world.  Now  its 
spilling  out  of  the  office  to 
touch  every  aspect  of  our  lives 

BY   JOHN    W .  VERITY 


It's  not  something  we  can  see,  teally.  We  certainly  can't 
touch,  taste,  hear,  or  smell  it.  Yet  it's  always  there  when  we 
look  for  it,  available  wherever  we  bother  to  direct  our  atten- 
tion. We  can  glean  it  from  the  pages  of  a  book  or  the  morning 
newspaper  and  from  the  glowing  phosphors  of  a  video  screen. 
Scientists  find  it  stored  in  our  genes  and  in  the  lush  com- 
plexity of  the  rain  forest.  The  Vatican  Library  has  a  bunch 
of  it,  and  so  does  Madonna's  latest  CD.  And  it's  always  in  the 
air  where  people  come  together,  whether  to  work,  play,  or 
just  gab. 

What  is  it  that  can  be  so  pervasive  and  yet 
so  mysterious?  Information,  of  course.  Until 
World  War  II,  that  word  referred  to  the  per- 
sonal act  of  acquiring  knowledge.  In  every- 
day conversation,  the  most  frequent  use  of 
the  term  was  for  what  we  now  call  directory- 
assistance.  But  during  the  war,  "information" 
got  redefined  as  something  quantifiable  that 
could  be  collected,  moved,  and  processed. 
Concerned  with  transmitting  coded  signals 
over  noisy  radio  channels,  engineers  at  Bell 
Laboratories  came  up  with  a  measure  of  in- 
formation based  on  the  mathematics  of  prob- 
ability. At  the  same  time,  designers  of  anti- 
aircraft guns  began  laying  the  foundation  for 
cybernetics,  the  study  of  how  information 
can  control  machines. 

Ever  since  then,  an  expanding  series  of  phenomena — in 
biology,  cosmology,  society,  business,  the  arts,  even  family 
relations — have  been  explained  in  terms  of  the  exchange 
and  processing  of  "information."  And  by  now,  the  word  is  a 
sloppy,  pseudoscientific  catch-all — a  slippery  "amoeba  word," 
German  linguist  Uwe  Porkscn  calls  it,  with  nearly  two  dozen 
connotations. 

I  low  ever  you  define  it,  50  years  later,  the  capture,  manip- 
ulation, transmission,  and  consumption  of  information  in  dig- 
ital form  has  become  a  critical  function  in  our  economy — 
and  soon,  perhaps,  in  our  civilization.  For  years,  the 
spectacular  proliferation  of  digital  computing  and  network- 
ing has  been  rewriting  the  rules  in  business,  and  it  will  con- 
tinue to  do  so.  Now,  as  the  power  and  reach  of  these  technol- 
ogies skyrocket,  the  Information  Revolution  promises  to 
touch- — and  in  some  cases  radically  transform — every  aspect 
of  life:  our  work  and  leisure,  all  manner  of  scientific  tech- 
niques, and  virtually  every  method  for  recording  and  transmit- 
ting knowledge,  including  books,  newspapers,  magazines. 


Today's  software 
lets  computers 
simulate  workings 
of  machines  that 
don't  exist  yet 


movies,  television,  phone  calls,  musical  recordings,  and  ar- 
chitectural drawings. 

The  rivers  of  electronic  Is  and  0s  that  computers  create, 
move,  process,  store,  retrieve,  shape,  and  reshape,  all  with 
such  ease,  have  become  a  universal  language  for  machines — 
the  basic  "material"  of  the  postindustrial  era.  Churning 
through  innumerable  circuits,  crisscrossing  the  endless  reach- 
es of  cyberspace,  digital  information  is  what  companies,  indus- 
tries, even  economies  must  master  if  they  are  to  thrive. 

In  short,  the  Information  Revolution  is  reaching  critical 
mass.  At  its  core  is  the  accelerating  shift  from  material  infor- 
mation media — including  paper,  photographic  film,  video- 
tape, and  modeling  clay — to  computer-based  simulations  of 
those  media.  By  no  means  are  paper  or  books  or  libraries  go- 
ing to  disappear  completely.  But  their  traditional  presence 
and  significance  in  our  culture,  and  the  degree  to  which 
they've  informed  our  concepts  of  self,  identity,  and  conscious- 
ness, seem  poised  to  fade  as  seemingly  cheaper,  less  polluting, 
more  flexible,  and  more  attention-grabbing  digital  media 
come  to  the  fore. 

There's  rich  symbolism  in  the  contrast  between  the  tradi- 
tional library  and  the  electronic  "disk  farms"  where  digital 
information  is  stored.  A  classic  library,  such  as  the  Parliament 
Library  in  Ottawa,  is  literally  a  shrine  to  knowledge — which 
has  been  fixed  on  paper  and  bound  into  books.  The  whir- 
ring disks  of  the  Information  Age  may  be  sealed  in  sterile 
bunkers,  but  the  information  is  unfettered,  instantly  avail- 
able to  thousands  of  "users."  And  the  digital 
store  of  knowledge — the  latest  stock  prices  or 
a  freshly  scanned  and  digitized  version  of  a 
12th  century  manuscript — is  being  continu- 
ously amended  and  updated. 

This  mass  digital  substitution  is  what 
Glover  Ferguson,  director  of  research  at  An- 
dersen Consulting,  calls  "virtualization."  It's 
a  re-creation,  like  the  virtual  image  you  see  in 
a  mirror,  of  the  "real  world."  And  while  the 
idea  may  be  frightening — in  a  house  of  mir- 
rors, how  do  we  know  what  is  "real"  and 
what  is  not? — the  many  changes  that  virtual- 
ization makes  possible  can  be  exhilarating 
to  contemplate. 

Take  something  as  innocuous  as  letter-writ- 
ing. With  cheap  long-distance  telephone  ser- 
vice, people  had  fallen  out  of  the  habit.  But 
thanks  to  the  new  virtual  post  office  that  vast  computer  net- 
works create,  tens  of  millions  of  people  have  rediscovered 
the  lost  art.  And  because  the  virtual  post  is  so  much  faster 
and  more  powerful,  they're  doing  things  with  e-mail  they 
never  could  on  paper,  such  as  corresponding  instantaneously 
with  dozens  of  like-minded  individuals  across  the  globe  to 
share  their  thoughts  on  Buddhism  or  the  works  of  Thomas 
Pynchon.  These  "virtual  communities"  are  springing  up 
everywhere,  bringing  together  people  who  otherwise  would 
never  meet. 

That  is  the  essence  of  virtualization:  Rather  than  simply 
re-creating  in  digital  form  the  physical  thing  we  know  as  a 
letter,  e-mail  reinvents  and  vastly  enhances  letter-writing. 
Unbound  by  barriers  of  time  and  space  and  endowed  with 
new  powers,  the  electronic  letter  does  something  new  alto- 
gether. The  same  sort  of  thing  can  happen  when  business,  the 
arts,  or  government  are  reborn  in  digital  form  (page  122). 

What  gives  computers  such  awesome  potential  to  reshape 
the  world?  For  starters,  all  technologies  that  "process  informa- 
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tion"  (although  they  were  nev- 
er described  in  those  terms  in 
the  predigital  era)  affect  deep- 
ly the  societies  that  use  them. 
Johannes  Gutenberg's  printing 
press  eventually  helped  re- 
formers to  erode  the  Catholic 
Church's  political  power: 
Books  spread  knowledge  in 
ways  the  Vatican  could  not 
control. 

Later,  the  Industrial  Revo- 
lution depended  on  new  tech- 
nologies to  coordinate  the  flow 
of  energy  and  raw  materials 
into  factories,  to  manage  a  rad- 
ically segmented  labor  force, 
and  to  guide  the  large-scale 
distribution  of  finished  goods. 
Industrialists  also  sought  ways 
of  stimulating  demand  for 
their  mass-produced  products. 
The  result:  the  telegraph,  tele- 
phone, punched-card  tabula- 
tor, tabloid  newspaper,  adver- 
tising, financial  accounting 
methods,  market  research,  and 
broadcasting. 

But  the  world  has  never 
seen  anything  like  the  com- 
puter. It  is  by  far  the  most 
powerful  tool  ever  for  record- 
ing and  communicating  repre- 
sentations of  human  knowl- 
edge in  coded,  or  symbolic, 
form.  In  short,  it's  a  universal 
manipulator  of  symbols.  And, 
by  virtue  of  its  programmabil- 
ity,  the  computer  is  infinitely 
malleable — the  first  machine 
that,  fed  the  right  symbolic  in- 
formation, can  simulate  the 
workings  of  any  other  machine,  including  imaginary  ones. 

Today,  software  can  turn  a  computer  into  a  television,  record 
player,  or  paintbox  and  canvas — or  make  it  transmit  tele- 
phone conversations,  edit  and  replay  video  images  and  music, 
snap  family  photos,  synthesize  human  speech,  imitate  a  16th 
century  harpsichord,  organize  databases  and  libraries  full  of 
books,  and  coordinate  activities  across  space  and  time.  Us- 
ing real  or  imagined  data,  the  computer  can  simulate  com- 
plex physical  and  logical  processes  or  entire  "chunks"  of  re- 
ality and  make  them  "real"  through  a  combination  of 
animated  drawings,  sounds,  and  even  tactile  feedback. 

These  virtual  realities,  or  "mirror  worlds,"  as  David  Gel- 
ernter,  a  computer  scientist  at  Yale  University,  calls  them  in  his 
book  of  the  same  name,  offer  a  powerful  new  way  of  viewing 
and  understanding  the  world.  They  are  already  helping  ar- 
chitects take  revealing  walk-through  tours  of  buildings  that 
don't  exist  yet.  Carmakers  can  test-drive  models  that  won't  be 
built  for  years — or  may  never  be,  if  the  simulation  finds  them 
wanting.  And  in  the  future,  mirror  worlds  may  let  students  at- 
tend virtual  universities  or  enable  citizens  to  monitor  the 
minute-by-minute  workings  of  governments. 

The  virtualization  of  business  is  well  under  way.  And  before 


OTTAWA'S  PARLIAMENT  LIBRARY  (ABOVE) 
IS  LITERALLY  A  SHRINE  TO  KNOWLEDGE. 
AETNA'S  "DISK  FARM"  IS  STERILE  BY 
COMPARISON  BUT  MAKES  INFORMATION 
AVAILABLE  TO  THOUSANDS  AT  ONCE 


it's  over,  says  Ferguson  of  An- 
dersen Consulting,  companies 
contributing  76%  of  all  U.  S. 
corporate  revenues  stand  to 
see  their  businesses  deeply  af- 
fected— if  not  replaced  entire- 
ly— by  digital  technologies. 
This  can  mean  something  as 
simple  as  switching  to  elec- 
tronic invoices  or  as  radical  as 
completely  changing  the  na- 
ture of  the  business — a  very 
real  prospect  for  entertainment 
and  media  companies.  Today, 
virtualization  is  eliminating 
slack  at  every  level  of  busi- 
ness, from  the  internal  routines 
of  single  companies  to  the  or- 
ganization of  industries  and 
marketplaces.  It's  removing 
intermediaries,  speeding  trans- 
actions, rebalancing  power  re- 
lationships, and  slashing  costly 
fat — all  of  which  is  intensify- 
ing competition  in  the  U.S. 
and  around  the  world  (page 
20). 

In  Silicon  Valley,  a  group  of 
electronics  companies  is  spon- 
soring a  model  for  a  virtual 
business  environment  called 
CommerceNet.  The  idea  is  to 
exchange  reams  of  technical 
product  information,  consult- 
ing services,  software  products, 
and  order  forms  electronically 
instead  of  on  paper.  By  mov- 
ing intracompany  communica- 
tions and  transactions  onto  the 
network,  planners  expect  sub- 
stantial cost  savings.  The  goal 
is  to  make  Silicon  Valley — and 
eventually  the  U.  S.  electronics  industry — more  competitive. 

Such  networks  will  make  possible  another  development 
of  the  Information  Revolution:  the  virtual  corporation.  Rath- 
er than  retaining  full-time  staffs  for  some  functions,  corpo- 
rations will  use  the  network  to  shop  for  talent — subcontractors 
and  ad  hoc  teams  or  individuals  to  work  on  a  specific  pro- 
ject or  act  as  a  virtual  department  within  the  corporation,  say, 
for  graphic  design. 

The  virtual  corporation  is  still  far  in  the  future  for  most 
businesses.  But  in  the  meantime,  companies  of  all  kinds  are 
gaining  efficiencies  and  improving  product  quality  through 
the  clever  use  of  information  technology.  From  Ryder  Sys- 
tem Inc.,  where  special  diagnostic  computers  are  slashing  re- 
pair costs,  to  retailers,  such  as  Sears,  Roebuck  &  Co.,  which 
keep  better  track  of  sales  trends,  companies  are  reengineer- 
ing  themselves  with  information  technology  (page  98). 

Next  in  line  for  virtualization,  it  appears,  are  huge  swaths 
of  the  communications,  media,  and  entertainment  worlds. 
High-speed  networks  and  "digitalization"  are  remaking  the 
world's  telephone  industry — both  wired  and  wireless.  Mean- 
while, publishers,  broadcasters,  and  movie  studios  are  scram- 
bling to  figure  out  ways  that  they  can  prosper  on  the  elusive 
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NE  IDEA  HAS  EARNED  US  STAMPS  hos  become  the  foundation  of  our  entire 
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f  /MTIyJVAL  LVLIM  WnLrSL  WL  VJV.  Motorolo  now  has  more  than  105,000 
loyees  around  the  globe  dedicated  to  the  endless  pursuit  of  perfection  in  everything  we  make  and  everything  we  do. 
ther  with  those  who  have  chosen  our  products,  they  hove  helped  make  us  a  world  leader  in  wireless  communi- 
ons, semiconductor  technology  and  advanced  electronics.  Clearly,  quality  is  one  idea  that  knows  no  boundaries. 


MOTOROLA 


Quality  Means  The  World  To  Us? 


>  and  Motorola  ore  registered  trademarks  of  Motorolo.  Inc.  ©  1993  Motorolo.  Inc. 


When  you  buy  a  new  Mazda  one  clear  difference  shows  up  before 
Millenia,  you  get  a  luxury  sedan  you  ever  drive  it.  Because  the  new 
designed  and  built 


to  compete  with 


m  1 


1  1 


e  n  l  a 


Millenia  starts  at 
only  *26,000.* 


Mercedes,  BMW  and  Lexus.  But  Once  past  this  most  compelling 

since  you're  not  paying  for  an  entire  feature,  you  will  find  a  host  of  others, 
luxury  division  with  luxury  overhead,     Like  anti-lock  brakes  to  keep  your 


stopping  straight  and  sure.  Ar 
optional  traction  control  to  do  tl 
same  for  your  acceleration. 

The  cabin  is  so  solid,  it's  quiet' 
than  the  Mercedes  C280.  The  sear 
between  the  body  panels  fit  tight 
and  straighter  than  the  Lexus  ES3C 


•525.995  M  S.R  P  for  Millenia  with  cloth  trim  531.400  M  S  R  P  for  Millenia  S  shown  Taxes,  license,  freight,  options,  dealer  charges  extra  Actual  prices  set  by  de; 


"ide  is  smoother  than  the  Lexus 
11,  because  our  patented  4-wheel, 
-link  suspension  eliminates  struts 
i  cause  friction  in  the  shocks, 
nd  for  the  performance-minded, 
dillenia  S  is  the  first  car  with  a 
r-cycle  engine.  A  revolutionary, 


high-output  V6  that  makes  the  new 
Millenia  S  faster  than  the  V8-powered 
BMW  530i,**  while  it  burns  less  fuel.+ 
True,  some  luxury  cars  can  match 
our  36-month/50,000-mile  warranty 
and  24-hour  Emergency  Roadside 
Serviced  Some  correct  the  occasional 


driver  error.  But  bearing  price  in  mind, 
only  the  Mazda  Millenia  saves  you 
before  you  even  turn  the  key.  For  a 
free  brochure,  call  1-800-639-1000. 

mazDa 

It  Just  Feels  Right.8 


;sted  with  automatic  transmission.  tE.PA,  estimated  28  mpg  highway/20  mpg  city.  ttSee  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs  ©  1994  Mazda  Motor  of  America,  Inc. 
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Information  Superhighway. 

Driving  the  changes  in  these 
businesses  is  the  computers 
ability  to  reduce  all  conven- 
tional information  forms  into 
one  big  digital  stew.  Today,  a 
stream  of  digital  bits  can  be 
engineered  to  represent  a 
complex  expression  of  text, 
calculations,  sound,  moving 
pictures,  real-time  simulations, 
a  menu  of  interactive  pro- 
grams, and  even  connections 
to  "live"  data  off  a  network — 
all  of  it  cross-indexed  and  able 
to  respond  instantly  to  the 
reader-viewer's  desires.  The 
prospect  of  brewing  this  exot- 
ic multimedia  mix  for  mass 
consumption  is  fueling  dozens 
of  new  business  ventures  that 
are  bringing  together  comput- 
er, communications,  media, 
and  entertainment  companies 
in  search  of  "new  media"  and 
"digital  convergence."  Says 
Alan  G.  Merten,  dean  of  Cor- 
nell University's  Johnson 
Graduate  School  of  Manage- 
ment: "It's  not  emerging,  but 
merging  technologies"  that  are 
important  to  understand. 

On  one  level,  the  digital  fu- 
ture is  easy  to  forecast — at 
least  in  the  near  term.  Hard- 
ware technology  is  advancing  predictably,  making  it  possible 
to  describe  the  approximate  processing  power,  storage  capac- 
ity, or  graphics  capabilities  of  the  PC  of  2001.  For  the  next 
decade  at  least,  what  chipmakers  call  Moore's  Law  (posited  by 
Intel  Corp.  Chairman  Gordon  Moore)  still  holds:  At  any  giv- 
en price  level,  microchips  will  double  in  performance  every  18 
months  (page  52). 

Equally  predictable  is  the  explosion  in  communications 
capacity  and  networking  technologies.  Fiber  optics,  schemes 
for  jamming  more  data  down  old  copper  lines,  wireless  trans- 
mission, satellites,  and  Infobahns  will  put  amazing  amounts  of 
low-cost,  high-speed  communications  capacity  at  our  disposal. 
And  new  techniques  are  emerging  for  managing  that  flood 
of  information.  One  that's  available  now,  called  World  Wide 
Web,  allows  people  to  browse  for  information  scattered  all 
over  a  network,  without  ever  knowing  which  computer 
they're  tapping. 

As  the  networks  spread,  the  traditional,  self-contained  com- 
puter is  merging  into  the  collective  identity  of  the  network. 
Maybe  it's  CompuServe  or  America  Online,  your  office  PC 
network,  or  the  vast  Internet,  but  the  effect  is  the  same:  It's 
getting  more  difficult  each  day  to  draw  the  boundary  be- 
tween this  computer  and  that. 

At  the  same  time,  what  we've  come  to  know  as  "the  com- 
puter" itself  is  likely  to  disappear — physically  and  figurativ  e- 
ly. Miniaturized  components  are  cramming  all  the  functions  of 
today's  PCs  into  ever-smaller  packages:  Apple  Computer  Inc.'s 
Newton  and  similar  handheld  gizmos  are  only  a  first  step. 
Researchers  at  Xerox  Corp.  and  Olivetti  are  driving  toward  a 


The  traditional,  self-contained 
computer  is  merging  into  the 
collective  identity  of  the  network 


concept  called  "ubiquitous 
computing,"  in  which  comput- 
ing resources  are  embedded 
throughout  the  human  envi- 
ronment— in  appliances,  dig- 
ital whiteboards,  and  walls,  or 
the  surface  of  your  desk, 
which  might  turn  your  scrawl 
into  perfectly  formatted,  spell- 
checked  text. 

Predicting  how  all  this  infor- 
mation technology  wiil  affect 
culture  and  social  relations  is 
not  so  simple.  Gutenberg,  af- 
ter all,  had  no  idea  what  his 
printing  press  would  lead  to. 
But  we  can  see  glimmers.  For 
instance,  schools  are  beginning 
to  use  computers  in  new 
ways — not  just  as  electronic 
drill-and-practice  machines.  By 
connecting  to  vast  networks, 
classroom  computers  are  ex- 
panding students'  horizons,  al- 
lowing children  in  different 
states  and  nations  to  collabo- 
rate on  science  projects,  for 
example.  In  the  process,  stu- 
dents may  gain  a  better  under- 
standing of  both  the  subject 
and  one  another. 

Meanwhile,  millions  of  peo- 
ple around  the  world  are  join- 
ing computer  networks.  The 
Internet,  a  global  and  essen- 
tially public  network  of  networks,  is  fast  becoming  an  infor- 
mation exchange  and  learning  medium  for  professionals  of 
all  stripes — and,  increasingly,  for  ordinary  citizens,  too.  It's 
essentially  one  giant  experiment  in  digital  networking,  where 
all  sorts  of  new  approaches  to  building  digital  infrastructure 
and  creating  commercialized  services  are  being  tested  and 
perfected. 

LUtimately,  it's  society,  not  technology  alone,  that  will  deter- 
mine how  the  Information  Revolution  will  play  out.  "All  tools 
are  socially  constructed,"  says  David  Shields,  a  sociology  pro- 
fessor at  Georgia  Institute  of  Technology.  They're  shaped, 
that  is,  by  an  array  of  forces  that  includes  tradition,  politics, 
economic  interests,  history,  and  competing  technologies — 
the  combined  effects  of  which  are  exceedingly  difficult  to 
predict.  Just  think:  The  mass-produced  automobile  was  a 
godsend  for  people  isolated  on  farms.  But  who  could  fore- 
see how  its  overuse  would  eventually  choke  cities  with  traf- 
fic and  smog  and  create  a  debilitating  dependence  on  oil? 

Predicting  the  computer's  effects  seems  equally  perilous.  As 
the  most  symbolic  of  all  tools,  it  can  be  just  about  anything  we 
program  it  to  be— a  telephone  switch,  calculator,  missile  guid- 
ance system,  or  fantasy  environment.  That  malleability  is 
what  stirs  the  imagination  so  strongly.  But  we'd  do  well  to 
keep  in  mind  what  computer  scientist  Joseph  Weizenbaum 
wrote  18  years  ago  in  his  book  Computer  Power  and  Human 
Reason:  We  must  learn  the  limitations  of  our  tools  as  well  as 
their  power.  Even  in  its  most  advanced  state,  the  computer  is 
not,  and  never  can  be,  a  panacea  for  human  problems  or  a 
substitute  for  our  own,  uniquely  human  judgment.  □ 
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rhousands  of  IBM  products 
four  easy-to-use  catalogs. 
3ne  toll-free  number. 


Now 

you  have  a  direct  line  to 
the  vast  array  of  IBM  products 
and  services  featured  in  the  IBM 
"ect  catalogs.  From  compilers  to  com- 
te  CPU  upgrades,  it's  all  here  and  it's  all 
t  a  1800  IBM-CALL  away. 

VI  Direct  is  your  direct 
iree  for  IBM  business 
)ducts.  Simply  call 
00  IBM-CALL  to  order  any  of  our  free 
VI  Direct  catalogs.  You'll  find  the  latest 
rdware  and  most  advanced  software  for 
lr  IBM  midrange  system,  a  wide  variety 
letworking  products  and  a  complete 
ection  of  IBM  mainframe  software. 

ie  IBM  RISC  System  /6000® 

irect  catalog  features  everything 
m  easy  upgrades,  workstations, 
"ipherals  and  accessories  to  systems  and 
jlication  software,  tools,  languages  and 
lities. 

ie  IBM  AS/400®  Direct 

talog  makes  it  easy  to  order  upgrades, 
>cessors,  peripherals  and  workstations, 
well  as  systems  and  application  software, 


1800  IBM-CALL 


J  tools,  languages  and  utilities.  It  also 
f  features  communications  and  LAN 
hardware  and  software,  client/server 
software  and  more. 


The  IBM  Networking  Direct 

Catalog  gives  you  easy  access  to 
operating  systems,  communications 
hardware,  client  /server  and  network 
management  software,  internet- 
working hardware  and  software, 
routers,  bridges  and  hubs,  as  well 
as  adapters  and  connectors. 

The  IBM  Mainframe 
Software  Direct  catalog 

puts  under  one  cover  all  IBM  main- 
frame operating 
systems;  application 
development  tools; 
client/server,  database  and  data 
delivery  software;  a  full  range  of 
systems,  network  and  storage  manag 
ment  tools;  plus  office  systems,  publi 
systems  and  image  processing  product 

To  place  an  order  or  request  your  free 
IBM  Direct  catalogs,  simply  dial  1 800 
IBM-CALL  (1  800  426-2255),  dept. 
or  complete  and  return  the  attached 
business  reply  card. 

It's  IBM  Direct  from  IBM. 


icnnr\  — ^  ao  iAnr\  ^ 


direct\ 


22  OVERVIEW 
THE  DIGITAL 
JUGGERNAUT 

Rather  than  a  nation  of  burger- 
flippers,  the  U.S.  is  becoming  a 
land  of  computer  jocks.  And  the 
information  economy,  not  services, 
is  driving  growth  in  the  '90s 

32  THE  U.S. 
FROM  INTERNET 
TO  INFOBAHN 

Thanks  mainly  to  some  happy 
accidents,  Washington  is  off  to  a 
good  start  crafting  the  policies  to 
upgrade  the  existing  network.  What 
could  go  wrong  now?  A  lot 

38  JAPAN 
A  GAME  OF 
CATCH-UP 

Whatever  its  technological  glories, 
Japan  is  far  behind  the  U.S.  as  a 
computer  user.  But  in  the  effort  to 
get  up  to  speed,  its  institutions  show 
rare  resolve  and  consensus 

42  EUROPE 
BRAVE 
OLD  WORLD 

Europe  is  pouring  billions  into 
multimedia  products  and  services. 
And  the  prospect  of  deregulation 
is  sparking  entrepreneurs  and 
state-run  telecom  giants  alike 

47  EMERGING  NATIONS 
THIRD  WORLD 
LEAPFROG 

The  glitches  are  many,  the  red  tape 
plentiful.  Yet  from  Beijing  to 
Budapest,  developing  countries  are 
wiring  up  rapidly — often  skipping 
entire  stages  of  technology 


In  the  VOs  and 
beyond,  the  engine 
of  growth  is  digital 
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THE      INFORMATION  ECONOMY 


OVERVIEW 


THE  DIGITAL 
JUGGERNAUT 


Never  mind 
services — 
the  information 
economy  is  driving 
growth  in  the  VOs. 
For  most  Americans, 
that  translates  into 
jobs  and  prosperity 

BY    MICHAEL   J.    MAN  DEL 

In  every  era,  there  is  a  group  of  indus- 
tries that  sets  the  paee  for  the  rest  of  the 
eeonomy.  A  century  ago,  the  railroads 
were  America's  growth  engine.  In  the 
postwar  decades,  manufacturing  was  the 
key  to  U.  S.  prosperity.  During  the 
1980s,  the  driving  forces  of  expansion 
were  booming  service  industries  such  as 
health  care,  legal  services,  and  retailing: 
All  told,  during  that  decade,  the  service 
sector  accounted  for  practically  all  of  the 
growth  in  jobs  and  corporate  profits. 
Economists  began  to  speak  of  the  U.  S. 
shift  from  a  manufacturing  to  a  service 
economy. 

Vet  for  all  the  vitality  of  sen  ices,  many 
skeptics  did  not  see  how  they  could 
make  the  economy  thrive  over  the  long 
term.  In  fact,  the  shift  seemed  like  a  gi- 
ant step  backward,  since  service  jobs 
paid  lower  wages  on  average  than  man- 
ufacturing and  had  significantly  slower 
productivity  growth.  Moreover,  services 
such  as  medical  care  and  retailing  were 
much  harder  to  export  than  manufac- 
tured goods.  The  worry  was  that  if  the 
U.S.  lost  its  manufacturing  industries, 
it  would  have  a  difficult  time  selling 


enough  services  abroad  to  pay  for  its  im- 
ports of  cars,  consumer  electronics,  and 
other  goods. 

Fear  not:  Like  adolescence,  the  ser- 
vice economy  has  turned  out  to  be  a 
temporary  stage.  Far  more  than  most 
people  realize,  economic  growth  is  now 
being  driven  not  by  services,  but  by  the 
computer,  software,  and  telecommuni- 
cations industries.  Indeed,  according  to 
the  Commerce  Dept.,  business  and  con- 
sumer spending  on  high-tech  equipment 
accounts  for  some  38%  of  economic 
growth  since  1990. 

What's  more,  government  statistics 
underplay  the  evolution  of  the  informa- 
tion economy.  Industries  that  depend 
on  processing  and  moving  information — 
such  as  financial  services  and  entertain- 
ment— are  prospering.  And  companies 
in  every  industry  are  using  information 
technology  to  reengineer  themselves  and 
become  more  competitive.  In  short,  "the 
role  of  information  is  transforming  the 
nature  of  economy,"  says  Kenneth  J.  Ar- 
row, a  Nobel  prizewinning  economist  at 
Stanford  University. 

In  this  regard,  at  least,  the  U.S.  is 
leading  the  way  for  the  rest  of  the  world. 
Europe  is  deregulating  its  telecommu- 
nications industry  in  order  to  create  jobs 
and  stimulate  development.  Japan  is 
mounting  an  intense  effort  to  narrow  the 
considerable  edge  the  U.  S.  has  built 
over  the  decade  in  personal-computer 
and  network  use.  Even  developing 
countries  such  as  China,  Hungary,  and 
Thailand  are  investing  heavily  in  state- 
of-the-art  communications  systems  in  an 
effort  to  leapfrog  their  way  to  prosperity. 

America  remains  way  ahead,  howev- 
er. And  it's  the  place  where  the  conse- 

REPAVING  THE  ROAD 

NEW  FIBER-OPTIC  CABLES 
ARK  GIVING  TELECOM 
CAPACITY  A  BIG  BOOST 
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quences  of  the  new  economy  are  first 
showing  up.  To  a  large  degree,  the  news 
is  turning  out  to  be  good.  For  one  thing, 
unlike  most  services,  information  prod- 
ucts such  as  software  and  entertainment 
can  be  easily  exported.  And  whereas 
productivity  in  the  service  sector  grew 
slowly,  investment  in  information  tech- 
nology is  boosting  productivity  across 
the  economy. 

Beyond  that,  the  effect  on  work  is  less 
harmful  than  once  feared.  Far  from  be- 
coming low-paid  burger-flippers,  the 
quintessential  job  of  the  service  sector, 
many  Americans  are 
turning  into  comput- 
er jocks.  Economic 
studies  show  that 
their  wages  are  on 
the  rise  as  a  result. 
For  example,  earn- 
ings for  male  com- 
puter programmers 
have  risen  by  12% 
since  1990,  com- 
pared with  6%  for  all 
male  workers.  For 
female  computer 
programmers,  the 
pay  gains  have  been 
even  bigger:  a  21% 
rise  since  1990,  vs. 
13%  for  all  female 
workers. 

The  drawback  is 
that  along  with  the 
winners,  there  will 
temporarily  be  lots 
of  losers.  Higher  pro- 
ductivity has  led  to 
big  layoffs  at  many 
companies,  especial- 
ly in  the  telecommu- 
nications industry 
(table,  page  26). 
Elsewhere,  mean- 
while, advancing 
technology  is  favor- 
ing skilled  workers 
over  unskilled,  in- 
creasing the  inequal- 
ity in  wages. 

For  better  or  for 
worse,  this  transfor- 
mation is  occurring 
at  an  astonishing 
rate.  Look  at  busi- 
ness investment. 
Measured  in  infla- 
tion-adjusted dollars, 
computers  and  oth- 
er information  tech- 
nology now  make 
up  nearly  half  of  all 


INFORMATION  TECHNOLOGY 
LEADS  INVESTMENT 
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...AND  BOOSTS  EXPORTS... 
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JOBS  PROLIFERATE 
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▲  THOUSANDS  OF  JOBS 
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business  spending  on  equipment — and 
that  doesn't  include  the  billions  that 
companies  spend  on  software  and  pro- 
grammers each  year.  Meanwhile,  busi- 
ness spending  on  industrial  machinery, 
which  traditionally  has  been  the  guts  of 
manufacturing,  has  fallen  as  a  share  of 
equipment  investment  from  32%  in 
1975  to  only  18%  in  1993  (chart). 

At  the  same  time,  information  tech- 
nology and  services  are  helping  to  drive 
the  continuing  export  boom.  The  air- 
craft industry  is  often  held  up  as  the 
shining  star  among  U.  S.  exporters.  Yet 
America's  overseas 
sales  of  information- 
technology  equip- 
ment in  1993  were 
$62  billion,  far  more 
than  the  $33  billion 
in  overseas  aircraft 
sales.  The  U.  S.  is 
also  the  world's  larg- 
est exporter  of  soft- 
ware, a  fact  that 
doesn't  show  up  in 
the  government's 
numbers.  In  1993, 
ma  jor  U.  S.  software 
companies  sold  $2.5 
billion  worth  of  per- 
sonal computer  pro- 
grams in  Western 
Europe,  Asia,  and 
Eatin  America,  ac- 
cording to  the 
Software  Publishers 
Assn.  Microsoft 
Corp.  alone  derives 
some  55%  of  its  rev- 
enues from  overseas 
sales. 

The  U.  S.  also  is 
running  a  huge  $3 
billion  trade  surplus 
in  computer-related 
sen  ices,  such  as  data 
processing  and  infor- 
mation databases. 
It's  nearly  as  easy 
now  to  send  infor- 
mation to  Europe  or 
Japan  as  to  the  next 
state  or  across  the 
hall.  For  example, 
Mead  Data  Central 
Inc.,  the  company 
that  runs  the  Lexis 
and  Nexis  services, 
which  contain  legal 
news  and  general 
news  respectively, 
also  has  databases  on 
French  and  British 


CIVILIAN  AIRCRAFTS 
AND  PARTS  - 
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COMPUTER  SOFTWARE. 
DATA  PROCESSING,  AND 
INFORMATION  RETRIEVAL 
i  i  i  i  i  i  i  i  i  i 


..AND  CONSUMERS  JOIN 
THE  INFORMATION  AGE  — 


CONSUMER  MULTIMEDIA 
SPENDING  AS  A  SHARE 
OF  DISPOSABLE 
PERSONAL  INCOME 
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YOU'RE  DOING  THE  QUART! 

GRAB  THE  EAST  COAST  I 
THE  PROFIT  CHART.  AND  TUf 
WAIT,  DID  YOU  JUST  D( 


Pretty  amazing.  Anywhere  else, 
you'd  need  extra  appendages  to  get  so 
much  done  so  quickly.  And  so  easi- 
ly. But  once  you  get  hold  of 
the  Microsoft  Office,  breezing 
through  a  complex  job  like  this 
is  just  plain  simple. 

Maybe  even  a  little  fun. 

For  instance,  look  at 
how  that  quartern 
report  come 
together. 
You  start  by 
writing  your 
basic  report  in 
Word,  our  intuitive  wore 


processor.  Like  all  the  best-selling       Instantly.  All  thanks  to  our  exclusrf 
>rograms  in  the  Microsoft     InteliiSense '  technology.  It  tracks  | 


WORD  ffiL 


The  Microsoft  Office  family  of  prod- 
ucts Jit  together  so  elegantly,  you'll  easily 
.  do  more  in  less  time.  All  by  yourself. 


Office,  it's  considered  by  the  experts 
to  be  the  best  of  its  kind. 

Word  helps  you  in  lots  of  ways  - 
from  plugging  in  your  choice  of 
formats  to  fixing  common  typos. 


your  progress,  mak 
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automatically.  And  making  the  moi 
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IT  ALL  INTO  COLOR  SLIDES 
LL  THAT  BY  YOORSELF? 


>e  backed  by  solid  data,  so  you 
k  into  our  Microsoft  Access  data- 
e.  In  a  blink,  the  information 
need  is  front  and  center.  Any 
'  you  want  it. 

Then  you  pop  those  regional  fig- 
s  straight  into  Microsoft  Excel, 
spreadsheet  that  makes  powerful 
lysis  easy.  Here  IntelliSense  lets 
create  an  impactful  3-D  chart  in 
3uple  of  moves. 
Drag  that  chart  into  Word  and 
Ve  got  one  impressive  report, 
i  changes  can  be  made  right  in 
:e.  Because  one  click  brings 

all  your  spreadsheet  tools 
right  to  you. 
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sent  this  to  youF 
tner?  Great.  Slip  into  the 
^erPoint  presentation  graphics 
gram  and  get  compelling  slides 
our  fingertips.  Immediately. 
These  four  full-featured  pro- 
ms all  work  in  the  same  consis- 
t  way,  so  you're  free  to  concen- 


trate on  developing  your 
ideas. You  don't  even  have 
to  think  about  which  pro- 
gram you're  in. 

And  all  that  built-in 
intelligence  just  means 
you've  always  got  a 
helping  hand  when 
you  need  it  most. 

Our  support 
team  backs  up 
that  philosophy 
with  the  best 
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2nd  Quarter  Report 

Encore  moves  Into  the  third  quarter  with  another  impressive  period  of  growth  In  sales  with 
overall  revenues  at  £441,000  for  Q2  Although  last  year's  relativelyquiet  activity  seems  to  be 
safely  behind  us,  there  an*  several  key  issues  that  should  be  continually  scrutinized  in  order  tc 

•  Technological  advances  in 
keyboard  sound  production 

•  Demand  for  classic  model  guitars 

•  Cool  down  of  saxophone  sales 


Abo ve-the-line  returns  for  Q2  reached 
tl43,0OO  This  represents  an  unusually 
-*»»e  above  our  normal 
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Any  tool  you  need  is  a 
single  click  away.  So  creating 
rich,  compelling  documents 

(and  slides)  is  a  cinch. 


assistance  you  can  get.  Fact  s«#    Microsoft  Office.  You'll  find 

is,  the  Microsoft  Office  programs        things  you  could  never  do  before 
are  the  only  products  of  their  kind      are  easy  to  accomplish.  All  at  once, 
with  unlimited  product  support 
available  for  no  service  charge  * 
Only  Microsoft  Office  pulls 
the  tools  you  need  into  such  easy 
reach.  Quickly.  Ingeniously. 

Call  us  at  (800)  370-8957,  Depart- 
ment EYE  Then  we'll  send  you  our 
Office  Information  Kit. 

Or  go  by  your  nearest  computer 
store  and  get  your  hands  on  the 
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law  that  lawyers  in  those  coun- 
tries use.  The  location  of  these 
databases:  Dayton,  Ohio. 

( loming  improv  ements  in  over- 
seas communications  will  even 
make  it  possible  to  export  such 
services  as  medical  care.  By  this 
coming  summer,  doctors  across 
sparsely  populated  South  Dakota 
will  be  able  to  use  a  statewide 
telecommunications  network  to 
consult  with  specialists  hundreds 
of  miles  away.  The  same  exper- 
tise could  be  transmitted  to  Asia 
or  Latin  America  just  as  easily. 
"  The  information  economy  can 
breed  a  healthy  economy  because 
a  lot  of  its  services  are  export- 
able," says  George  Bennett,  chair- 
man of  Symmetrix,  a  technology 
consulting  firm. 

Two  other  positive  byproducts 
of  the  Information  Age  are 
greater  efficiency  and  lower  pric- 
es. During  much  of  the  1980s, 
economists  worried  that  they 
could  not  find  any  impact  of 
computers  on  productivity.  But  more  re- 
cent research  shows  that  investments  in 
computers  are  worthwhile.  Economists 
Erik  Brynjolfsson  and  Lorin  Hitt  of  the 
Massachusetts  Institute  of  Technology 
surveyed  400  large  companies  to  gauge 
the  effect  of  technology  on  output  per 
employee.  They  found  that  the  return 
on  investment  in  information  systems 
exceeded  50%.  "And  most  of  these  ben- 
efits are  being  passed  on  to  consumers 
in  the  form  of  lower  prices,"  says  Bryn- 
jolfsson. 

In  fact,  the  productivity  surge  of  the 
last  two  years — when  nonfarm  output 
per  worker  rose  by  4.9%,  its  biggest  two- 
year  jump  since  1976 — may  reflect  the 
efforts  of  I F.  S.  companies  to  finally  take 
full  advantage  of  the  huge 
sums  they've  spent  pur- 
chasing information  technol- 
ogy. "If  I  put  technology'  in 
and  nothing  changes,  and 
then  later  a  business  gets  in 
a  crunch  and  discovers  that 
it  can  cut  out  all  the  middle 
management,  what  made  it 
possible?"  asks  Raymond 
Perry,  chief  information  of- 
ficer at  Avon  Products  Inc. 
"Well,  probably  the  technol- 
ogy did.  It's  just  that  we 
weren't  ready  to  take  the 
people  out  until  a  later  point 
in  time." 

Even  the  recent  produc- 
tivity numbers  probably  far 
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Computer  and  telecommunications  companies  that 
have  announced  job  cuts  -within  the  last  two  years: - 

WORKFORCE 
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DCDTCMT 

IBM 

35  000 

1 4% 

AT&T 

26,000 

9% 

GTE 

20,000 

15% 

NYNEX 

1 7,000 

22% 

AMERITECH 

I  1 ,000 

15% 

PACIFIC  TELESIS 

10,000 

19% 

BELLSOUTH 

10,000 

12% 

U  S  WEST 

9,000 

14% 

APPLE 

2,500 

16% 

AST  RESEARCH 

1,000 

16% 

COMPAQ 

1,000 

10% 

TOTAL 

142,500 
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understate  the  critical  role  of  informa- 
tion technology  and  services  in  driving 
growth.  To  put  it  simply:  Government 
statistics  track  goods  and  jobs,  not  flows 
of  information.  That  means  the  U.  S. 
has  a  large  and  vibrant  "ghost  economy" 
that  traditional  economic  indicators  don't 
measure.  Take  the  communications  sec- 
tor, which  includes  the  telephone,  broad- 
casting, and  cable  industries.  According 
to  government  figures,  communications 
is  only  3.1%  of  the  economy,  up  from 
2.8%  in  1984,  at  the  time  of  the  AT&T 
divestiture.  Over  the  same  period,  min- 
utes of  telephone  use — a  key  number 
tracked  by  the  Federal  Communications 
Commission — has  grown  only  slightly 
faster  than  the  overall  economy. 
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Yet  a  closer  look  shows  that  the 
official  statistics  ignore  many  of 
the  changes  pi  the  past  decade. 
For  one,  a  much  greater  percent- 
age of  the  calls  ov  er  the  phone 
network  are  faxes  and  computer 
data  going  back  and  forth,  rather 
than  people  talking.  As  much  as 
10%  to  20%  of  the  traffic  across 
the  AT&T  long-distance  network 
may  be  data,  estimates  Frank 
Ianna,  the  company's  general 
manager  for  network  services. 
That's  up  from  7%  to  10%  a  few 
years  ago.  And  because  of  time 
and  language  differences,  about 
half  of  international  calls  are  data, 
not  voice. 

These  fax  and  computer  mes- 
sages pack  a  lot  more  data  into  a 
minute  than  they  used  to.  Over 
the  past  few  years,  for  example, 
the  speed  of  a  typical  modem— 
which  is  used  to  transfer  informa- 
tion between  computers  over 
phone  lines — has  quadrupled. 
That  means  the  amount  of  infor- 
mation being  pumped  through  the  sys- 
tem has  gone  through  the  roof.  The 
point  is  this:  If  the  output  of  the  com- 
munications sector  is  measured  in  terms 
of  data  transferred  instead  of  the  num- 
ber of  minutes  it's  in  use,  it  would  show 
far  more  dramatic  growth  than  the  pub- 
lished numbers  indicate. 

Prices  in  the  communications  sector 
have  also  likely  fallen  much  more  sharp- 
ly than  the  government  numbers  show. 
According  to  the  Bureau  of  Labor  Statis- 
tics, the  producer  price  index  for  inter- 
state telephone  service  has  risen  by 
2.4%  over  the  past  five  years.  Yet  this 
figure  doesn't  take  into  account  the  dis- 
count calling  plans  that  most  long-dis- 
tance companies  now  offer.  Nor  does  it 
adequately  track  the  cost 
and  use  of  leased  lines.  The 
BLS  hopes  to  remedy  some 
of  these  problems  with  a 
new  index  for  telephone 
prices,  perhaps  by  January. 

The  information  econo- 
my also  has  a  much  larger 
productive  capacity  than  the 
current  government  statis- 
tics indicate.  For  the  mo- 
ment, the  main  measure  of 
how  close  the  economy  is 

TELE-SELLATHON 

HOME  SHOPPING 
CLI  IB  H  AS  ADDED 
THOUSANDS  OF 
JOBS  IN  NINE  YEARS 


its  maximum  operating  rate  is  the 
deral  Reserve's  industrial  capacity  util- 
tion  number.  While  this  includes  util- 
:s  that  sell  electricity  and  natural  gas, 
eaves  out  telecommunications.  That 
ians  there  is  no  good  measure  of  the 
lount  of  spare  capacity  in  the  U.  S. 
ecom  network.  That's  an  important 
lission,  since  many  businesses  have 
come  increasingly  dependent  on  re- 
ble — and  widely  available — commu- 
nions services. 

Even  the  investment  boom  of  the  past 
n  years  understates  the  true  value  of 
;  spending  on  information  technolo- 

According  to  Commerce  Dept.  fig- 
;s,  investment  in  communications 
uipment  has  barely  risen  since  1990. 
hat  these  numbers  don't  say  is  that 

the  same  price,  companies  have  been 
le  to  buy  vastly  more  sophisticated 
itching  gear  and  other  telecommuni- 
tions  equipment,  with  new  capabil- 
:s  such  as  call  forwarding. 
Beyond  those  hidden  by  the  meas- 
5ment  problems,  there  are  some  fun- 
mental  differences  between  the  in- 
mation  economy  and  its  predecessors. 

the  past,  technological  improvements 
ch  as  railroads,  auto  plants,  and  steel 
lis  required  vast  amounts  of  capital. 


HONK  IF  YOU'RE  ON-LINE 

AS  TELECOMMUNICATIONS 
IMPROVE  IN  RURAL  AREAS, 
URBAN  TIE-UPS  COULD  GO 
THE  WAY  OF  THE  EDS  EL 

But  because  the  price  of  information 
technology  continues  to  drop  so  quick- 
ly, companies  can  spend  less  to  get 
healthy  improvements  in  productivity 
and  quality.  Indeed,  in  recent  years,  the 
productivity  of  capital — defined  as  the 
amount  of  output  produced  per  dollar 
of  plant  and  equipment — has  gone  up 
for  the  first  time  in  the  postwar  era.  "As 
the  U.  S.  becomes  an  information-orient- 
ed economy,"  says  William  Sterling,  an 
economist  at  Merrill  Lynch  &  Co.,  "you 
may  have  less  need  for  capital  than  you 
have  in  the  past." 

For  example,  phone  companies  are 
able  to  boost  the  carrying  capacity  of 
their  existing  fiber-optic  cables  by  simply 
upgrading  the  electronics  at  either  end. 
That  means  they  can  add  to  capacity 
without  having  to  go  through  the  ex- 
pensive process  of  digging  up  old  cables 
and  installing  new  ones. 

Even  connecting  all  of  the  nation's 
homes  to  the  Information  Superhigh- 
way may  cost  less  than  expected.  In  Cal- 


ifornia, Pacific  Telesis  Group  and  AT&T 
are  estimating  that  it  will  cost  an  aver- 
age of  $800  to  wire  each  of  1.5  million 
homes  with  a  combined  fiber-optic/co- 
axial cable  network  that  can  curry  the 
most  advanced  services.  That  compares 
with  $1,600  for  the  electronics  and  la- 
bor needed  to  run  a  fiber  cable  all  the 
way  to  the  home.  "The  fiber-only  esti- 
mates were  scaring  everybody  off,"  says 
Robert  Clark,  vice-president  for  market- 
ing and  sales  at  AT&T  Network  Sys- 
tems. "We've  been  able  to  see  another 
way  of  getting  all  the  services." 

If  these  lower  estimates  turn  out  to 
be  right,  it  won't  come  as  a  total  sur- 
prise: On  a  comparable  basis,  the  price 
of  information-technology  equipment 
has  dropped  by  23%  over  the  past  five 
years,  according  to  Commerce  Dept. 
numbers.  This  trend,  if  it  continues,  will 
have  important  implications  for  interest 
rates.  If  companies  need  to  borrow  less 
money  to  finance  their  investment  in 
high-tech  equipment,  that  will  keep 
overall  rates  lower  than  they  would  have 
been  otherwise.  And  that  will  benefit 
homeowners,  the  government,  and  oth- 
er borrowers. 

Still,  there's  the  matter  of  those  los- 
ers from  the  shift  to  the  information 
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economy.  At  the  top  of  the  list  are  the 
workers  who  have  lost  their  jobs  as  com- 
panies reengineer  their  businesses.  The 
reduction  in  staff  can  be  enormous.  At 
I  s An  Inc.,  650  people  were  once  need- 
ed in  the  revenue  accounting  depart- 
ment. Now  that  much 
of  the  process  has  been 
automated,  only  350 
people  are  needed  to 
do  the  work,  says  Sen- 
ior Vice-President  and 
CFO  John  W.  Harper. 
And  at  many  compa- 
nies, the  downsizing 
isn't  over.  "Where  will 
all  these  people  be  em- 
ployed?" asks  Lester 
Thurow,  an  economics 
professor  at  Mil  and 
former  dean  of  the  uni- 
versity's Sloan  School  of  Management. 
"It's  not  at  all  obvious." 

Ironically,  some  of  the  biggest  staff  re- 
ductions have  come  at  computer  and 
telephone  companies,  which  are  at  the 
heart  of  the  information  economy.  Com- 
petitive pressures  play  a  role,  but  these 


How,  rural  South 
Dakota  schools  can 
offer  Spanish  via 
interactive  TV 


cuts  are  being  driven  mainly  by  techno- 
logical advances  that  let  the  phone  com- 
panies, for  example,  do  with  fewer  oper- 
ators, maintenance  people,  and  other 
workers.  NYNEX  Corp.,  which  supplies 
local  phone  service  in  New  England  and 
New  York,  announced 
plans  last  January  to 
pare  its  workforce  by 
22%,  or  17,000  people, 
by  the  end  of  1996. 
Overall,  employment  in 
the  telephone  and  com- 
puter manufacturing  in- 
dustries has  already 
dropped  by  154,000 
since  1988,  with  more 
cuts  to  come. 

Also  at  sea  in  the  in- 
formation economy  are 
unskilled  workers  and 
people  who  can't  keep  up  with  technol- 
ogy. Indeed,  recent  studies  suggest  a 
hefty  payoff  for  workers  who  feel  at 
home  in  the  digital  world.  Princeton 
University  economist  Alan  B.  Krueger 
estimates  that  people  who  use  comput- 
ers at  work  earn  10%  to  15%  more  than 


colleagues  in  similar  occupations  who 
do  not  use  computers.  Says  Lawrence 
Katz,  chief  economist  at  the  Labor 
Dept.:  "There  is  very  strong  evidence 
that  people  who  work  with  computers 
earn  higher  wages." 

Still,  even  if  some  people  are  being 
left  behind,  the  information  economy 
is  creating  thousands  of  new  business- 
es and  jobs.  For  example,  the  Home 
Shopping  Network — which  sells  jewel- 
ry and  other  merchandise  on  cable  TV — 
has  grown  to  employ  some  5,000  peo- 
ple, up  from  600  in  1985.  At  the  other 
end  of  the  spectrum  are  startups  such 
as  SandPoint  Corp.,  a  Cambridge 
(Mass.)  maker  of  software  that  helps 
people  track  down  information  in  data- 
bases. Over  the  past  year,  SandPoint  has 
grown  from  15  to  32  employees,  and  it's 
still  expanding.  Overall,  the  number  of 
jobs  in  the  software,  data  processing, 
and  information  retrieval  industries  has 
risen  by  31%  since  1988,  and  these  in- 
dustries now  employ  more  people  than 
the  auto  industry. 

Besides  creating  jobs,  the  information 
economy  may  even  make  it  a  bit  easier 
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Adobe  PostScript  software  sets  the 
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match  workers  to  exist- 
l  jobs.  The  Online  Ca- 
;r  Center,  based  in  Indi- 
apolis,  provides  job  and 
iume  listings  on  the 
:ernet.  Since  it  went  on- 
e  in  June,  1993,  observes 
rector  William  Warren,  it 
s  become  one  of  the 
>st  popular  databases  on 
:  system,  with  13,000  to 
000  job  openings  listed 
d  nearly  as  many  re- 
nes.  Ultimately,  nation- 
de  listing  services  such 
this  could  make  labor 
trkets  more  efficient  and  help  lower 
employment. 

rhe  effects  of  the  information  econo- 
r  are  even  reaching  into  rural  areas  by 
fting  development  away  from  con- 
sted  urban  regions.  With  more  and 
>re  parts  of  the  country  having  access 
high-capacity  telecommunications, 
npanies  can  now  put  jobs  such  as  or- 
r-taking  in  remote  locations  without 
ing  touch  with  the  rest  of  the  busi- 
ss.  "What  telecommunications  allows 
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you  to  do  is  put  the  right  facilities  with 
the  right  labor,"  notes  Ken  Kuhl,  a  con- 
sultant with  Moran,  Stall  1  &  Boyer,  a 
business  relocation  firm. 

Technological  advances  will  have  an 
even  more  profound  impact  on  the  vital- 


ity of  rural  areas  by  bring- 
ing big-city  services  and 
amenities  to  small  towns. 
For  example,  the  telecom- 
munications network  oper- 
ated by  the  state  of  South 
Dakota  enables  rural 
schools  to  otter  Spanish 
classes  via  interactive  TV — 
something  they  would 
never  have  been  able  to 
do  on  their  own.  The  in- 
formation revolution,  says 

J South  Dakota  Governor 
Walter  D.  Miller,  "is  going 
t(f  change  the  face  of 
South  Dakota  as  much  as  rural  electrifi- 
cation did." 

That's  an  apt  parallel.  Just  as  the  U.  S. 
economy  today  would  be  unthinkable 
without  electricity,  so  will  tomorrow's 
economy  be  spurred  by  the  free  flow  of 
information.  Judging  by  the  explosive 
growth  of  information  technology  so  far, 
the  juice  is  only  starting  to  flow. 

117///  Ira  Sager  in  New  York,  Howard 
Gleckman  in  Washington,  and  bureau 
reports 
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THE      INFORMATION  ECONOMY 


THE  U.S. 


FROM  INTERNET 

TO  INFOBAHN 


Washington 
is  off  to  a 
good  start  crafting 
policy  to  upgrade 
the  existing  network. 
What  could  go 
wrong  now?  A  lot 

BY   JOHN  CAREY 

One  of  the  great  ironies  of  the  Infor- 
mation Age  is  how  often  Washington  in- 
advertently steered  straight  on  the  road 
to  the  future.  The  foundation  of  the  In- 
formation Superhighway,  for  instance, 
was  laid  not  by  high-tech  visionaries  but 
by  cold  warriors  30  years  ago.  Worried 
that  a  nuclear  war  would,  among  other 
things,  paralyze  communications,  they 
concocted  a  computer  network  capable 
of  reaching  far-flung  terminals  even 
when  many  connections  were  se- 
vered. When  the  Pentagon  built 
such  a  network  in  1969,  the  sur 
prise  was  how  quickly  it  was 
subverted  to  another  use:  elec- 
tronic mail.  After  that.  Uncle 
Sam  ruled  lightly — and  let  the  sys 
tern  grow.  The  result  is  todays  Internet, 
a  mass  of  interconnected  networks.  "It's 
a  perfect  example  of  where  government 
did  it  right,"  says  computer  networking 
pioneer  David  J.  Farber  of  the  Univer- 
sity of  Pennsylvania. 

Now,  Washington  faces  a  far  sterner 
test.  The  Clinton  Administration  and  a 
wary  alliance  of  computer,  software, 
cable,  and  phone  companies  plan  to  cre- 
ate the  "national  information  infrastruc- 
ture" (Nil),  the  network  of  tomorrow. 


Using  phone  lines,  cable  systems,  and 
high-speed  data  networks,  it  would  link 
CEOs  and  couch  potatoes  alike  to  one 
another  and  to  vast  amounts  of  servic- 
es, entertainment,  and  information.  Vice- 
President  Al  Gore,  Clinton's  techno- 
guru,  has  even  proclaimed  the  Apollo 
project-like  goal  of  wiring  up  all  libraries, 


hospitals,  and  schools  by  decade's  end — 
enabling,  say,  a  kid  in  Detroit  to  browse 
through  the  Library  of  Congress  or  a  ru- 
ral doctor  to  consult  faraway  specialists. 
The  crucial  question:  Can  Uncle  Sam 
pull  this  one  off,  too? 

The  pitfalls  are  immense.  "No  one 
knows  what  the  Nil  really  means,"  says 
Columbia  University  telecommunica- 


tions expert  Eli  M.  Noam.  The  uncer- 
tainties range  from  the  nitty-gritty  tech- 
nological underpinnings  and  shape  of 
the  superhighway  to  the  services  it  wil 
provide.  If  past  is  prologue,  the  predom- 
inant uses  will  differ  considerably  from 
those  being  hyped  today — the  500  chan- 
nels of  entertainment,  "virtual  vaca- 
tions," and  electronic  newspapers.  Who 
would  have  thought,  for  instance,  that 
"the  most  successful  application  of 
France's  Minitel  [videotex]  system 
would  be  dating  services?"  asks  Eric  A. 
Benhamou,  CEO  of  3Com  Corp. 

There  will  also  be  thorny  public-poli- 
cy decisions,  such  as  ensuring  that 
everyone  has  access  to  the  networks  and 
balancing  the  conflicting  demands  of 
privacy  and  law  enforcement  (table).  In 
fact,  Washington  is  struggling  just  to 
keep  up  with  industry,  which  is  forging 
and  undoing  mergers  at  a  breathtaking 
pace.  In  five  years,  predicts  Bell  Atlan- 
tic Corp.  President  James  G.  Cullen, 
industry  distinctions  will  blur  and 
"we'll  just  have  a  series  of  companies 
using  a  variety  of  technologies." 
If  the  feds  fumble  this  unprece- 
dented transition,  the  long-term  con- 
sequences could  be  dire. 
Because  a  speedy  Info 
Superhighway  should 
boost  productivity,  create 
new  markets,  and  be  a 
model  for  the  rest  of  the 
world,  "the  country  that  can 
get  this  set  up  first  will  have  a  signifi- 
cant advantage  in  the  international  mar- 
ketplace," says  Suzanne  Tichenor,  vice- 
president  of  the  industry-backed 
Council  on  Competitiveness. 

So  far,  "from  my  perspective,  the  gov- 
ernment is  doing  a  terrific  job,"  says 
Stewart  D.  Personick,  assistant  vice-pres- 
ident for  information  networking  re- 
search at  Bell  Communications  Research 
Inc.,  an  arm  of  the  Babv  Bells.  The  Ad- 
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HOW  MUCH 
M  ONE  MAIL 
SYSTEM  DO? 


Can  a  mail  system  let  you  and  ing  in.  And  send  faxes  right  from  learning  to  send  and  receive  mail  | 
everyone  else  in  your  office  do  your  word  processor.  Whether         easy.  And  if  you're  going  to  be  awJ 

more?  Can  it  sav  e  you  time,  money  you're  in  Microsoft  Word,  Microsoft  Mail's  Out  of  Office  feature  will  I 
and  headaches?  Can  it  keep  you         Excel,  Lotus  1-2-3  or  WordPerfect.     automatically  forward  a  message  I 

to  everyone  who  tries  to  get  in  col 

tact  wit! 
you  whifi 
you're  out. 
You  can  savl 
even  more  time  1 
by  adding  other  features  thai 
are  just  as  easy  to  use  as  Mail.  Lik 
Schedule+,  the  best-selling  sched-| 
uler  for  Windows.  It  helps  you 
manage  your  calendar  and  remind 
you  of  meetings  and  deadlines. 


With  ScheduU 
you  see  when  llh 


you'll  spend  less  tune  rounding  people  up  for  meetings,  because  Schedule*  lets 
people  you  need  are  free.  So  you  can  pick  a  time  that's  convenient  /or  ei'eryone. 


YOU  DECIDE 


connected  whether  you're  down 
the  hall,  or  down  under  on  an 
important  business  trip? 

Microsoft  Mail  can. 
No  wonder  it's  the  best- 
selling  LAN-based  mail 
product  in  the  world. 

But  first  things  first.  How  will 
Microsoft  Mail  w<  >rk  with  what  you 
ahead}  have?  Perfectly.  Whether 
you're  in  MS-DOS,  the  Windows 
operating  system,  on  a  Mac,  or  ( )S/2 . 
And  you  can  send  mail  without 
exiting  the  application  you're  work- 


W:lh  Mail  Remote,  you  don't  need  to  he 
m  vour  office  to  keep  in  touch.  And  with 
wireless  service  von  don't  even  need  to  he 
near  a  phone.  You  can  log  in  anywhere. 

y  r 

How  can  Microsoft  Mail  save 
you  time?  Mail  has  smart,  sensible 
symbols  and  online  help  that  make 


It  even  shows  you  when  everyom 
else  is  free.  So  you  can 

schedule  meetings  with 
H|  out  a  lot  of  legwork. 

Want  to  cut  dowt 
on  paperwork?  Use 
Microsoft  electronic  forms 
to  speed  expense  reports,  vacatioi 
requests  and  any  other  routine 
forms  through  your  office  at  the 
speed  of  light.  And  you  can  track 
them  easily.  So  you  won't  have 
to  worry  that  an  important  reques 
has  disappeared  into  a  black  hol< 
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With  electronic  forms,  you  never 
arc  to  worry  that  important  paperwork 

is  stuck  in  traffic.  You'll  be  able  to 
rack  expense  reports,  vacation  requests 

and  other  important  forms  as  they 
speed  safely  through  your  company. 

r 

ally,  with  Mail  Remote  you  can 
id  disasters  by  staying  connected 
ile  you're  on  the  road,  because 
il  Remote  lets  you  work  just  like 
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save  you  money.  Just  read  the 
important  messages,  then  let  Mail 
Remote  respond  automatically 
when  rates  are  lowest. 

No  other  mail  system  is  easier 
to  use.  Or  gives  you  so  many  dif- 
ferent ways  to  stay  in  control  of  your 
work.  To  prove  it,  we'll  send  you  a 
free  demo  disk.  Once  you've  seen 
everything  you  can  do,  deciding 
on  a  mail  system  will  be  easy.  Just 
call  (800)  871-3271,  Dept.  EAK. 


are  are  some  excerpis  from 

st  week's  sessions 

<era!l,  ihey  went  very  well 

lis  one  guy  summed  up 

e  overall  reaction 

»st  Thought  you'd  want 

hearityoursell 


121  messages  27  unread 
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Microsoft  Mail  gives 

you  an  minute  number 

of  ways  to  be  more 

persuasive.  Send  words, 

graphs,  pictures  and 

sound  as  mail  messages. 

There's  almost  no  limit 

to  what  you  can  send. 
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hedule+'s  alarm  clock  reminds  you 
and  save  time.  Without 


>u  of  meetings,  deadlines,  anything.  So  you'll  stay  organized  j 
it,  we  might  have  forgotten  this  caption  entirely. 


Microsoft  Mail  is  the  best-selling 
LAN-based  mail  product  in  the  world. 
Add  Schedule*  for  a  personal  time- 
management  and  group  scheduling 
system.  And  electronic  forms  to  speed 
paperwork  through  your  office.  Take 
them  all  on  the  road  with  A  lail  Remote. 

Together  they'll  make  your  whole 
organization  more  productive  than  you 
ever  could  have  imagined. 
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Wanted:  One  Smart  Balancing  Act 


ministration  gets  high  marks 
for  making  the  Nil  a  top  pri- 
ority. Meanwhile,  the  nor- 
mally tortoiselike  Congress 
is  racing  like  a  March  hare 
to  pass  sweeping  legislation 
by  summer's  end.  "  This  will 
be  the  biggest  year  in  tele- 
communications in  decades," 
predicts  Representative  Rick 
Boucher  (D-Va.). 

Making  this  progress  pos- 
sible is  widespread  agree- 
ment that  the  nation's  50- 
year-old  telecommunications 
laws  need  revision — plus  a 
fragile  consensus  on  how  to 
do  it.  The  basic  idea,  spelled 
out  in  pending  bills,  is  for 
Uncle  Sam  to  break  down 
many  regulatory  barriers  that 
hamstring  the  industry. 
Thus,  cable  companies  could 
compete  in  the  phone  busi- 
ness, while  regional  Bells 
might  sell  now-prohibited 
services,  such  as  entertain- 
ment.  But  regulators  won't 
disappear  entirely.  To  ensure 
that  digital  highways  don't 
bypass  America's  rural  and 
poor  byways,  the  bills  say  that  all 
citizens  must  have  access  to  "essential" 
services. 

Underlying  these  general  principles  is 
a  morass  of  contention,  however.  Take 
essential  services.  Does  this  mean  fancy 
phone  services  and  dozens  of  entertain- 
ment channels  in  every  home?  Or  sim- 
ply high-speed  links  for  sending  and  re- 
ceiving gobs  of  information?  The 
pending  legislation  skirts  the  question, 
leaving  it  to  regulators  for  later  action. 
"We  have  to  figure  out  what  'universal 
access'  means,"  concedes  Michael  Nel- 
son, senior  adviser  at  the  White  House 
Office  of  Science  &  Technology  Policy. 
"I  don't  think  it  means  24  hours  of  ac- 
cess to  500  channels  of  mud  wrestling." 
What's  more,  the  government  will  have 
to  tax  providers  to  subsidize  services  for 
the  poor.  That  prospect  already  worries 
executives  such  as  Silicon  Graphics  Inc. 
(TO  Kdward  R.  McCracken:  "  The  open 
access  issue  is  one  tough  nut,"  he 
concludes. 

And  that's  just  one  pothole.  Another 
set  of  questions  is  technological.  Experts 
such  as  Michael  Dertouzos,  director  of 
the  computer  science  lab  at  Massachu- 
setts Institute  of  Technology,  worry  that 
companies  will  build  hub-and-spoke  net- 
works, delivering  entertainment  and  ser- 
vices from  a  central  point.  That's  a  shad- 


The  Clinton  Administration  wants  to  hook  up  CEOs 
and  couch  potatoes  alike  to  an  Electronic  Superhigh- 
way of  information  and  services.  But  this  will  present 
formidable  challenges  for  government  policy.: 


NURTURING  NEW 
TECHNOLOGY 


Messages  and  data  won't  flow  seam- 
lessly unless  government  and 
industry  set  common  standards.  But 
those  can't  be  too  rigid,  or  the  tech- 
nology will  rapidly  become  obsolete. 


DEREGULATING  THE  Increased  competition  must  be 


MARKETPLACE 


ENSURING 
UNIVERSAL  ACCESS 


allowed  among  cable,  phone,  and 
computer  companies  if  the  super- 
highway is  to  be  built.  Too  much 
deregulation,  however,  might  give 
one  segment  unfair  advantage. 

Left  to  itself,  the  market  may  create 
an  "information  underclass."  Uncle 
Sam  has  to  make  sure  everyone  has 
access  to  "essential"  services. 


BALANCING  Washington  wants  to  keep  data  safe 

PRIVACY  AND        fr°m  criminals,  or  from  abuse  by 
lAUf  rurAQfruriiT  government  snoops,  while  allowing 
urn  LHiUniElnr.ni  enforcers  to  tap  in  when  necessary. 


ow  of  what  he  calls  a  "true  information 
infrastructure,"  an  Internet-like  system 
where  anyone  can  send  and  receive  in- 
formation to  and  from  anywhere. 

The  creation  of  such  a  complex  beast 
will  test  Washington's  leadership.  It  will 
require  government  and  industry  work- 
ing together  to  develop  technology  and 
standards  so  that  messages  and  services 
can  flow  seamlessly  among  hundreds  of 
proprietary  networks.  Otherwise,  says 
Erik  Grimmelmann,  marketing  director 
for  new  business  services  at  AT&T, 
"there  will  be  so  many  islands  of  dispar- 
ate technology,  people  will  stop  invest- 
ing and  stop  buying." 

Industry  also  wants  Washington  to 
blaze  trails  that  the  market  alone 
wouldn't  explore- — such  as  hooking  up 
medical  specialists  with  rural  clinics,  or 
convening  electronic  classrooms.  In  fact, 
the  Administration  has  ambitious  plans 
to  fund  demonstration  networks  in  fields 
such  as  education  and  health  care.  Wash- 
ington had  better  stop  talking  and  start 
doling  out  money  soon,  says  Larry  L. 
Smarr,  director  of  the  National  Center 
for  Supercomputing  Applications  at  the 
University  of  Illinois.  The  test  beds  will 
help  answer  crucial  technological  ques- 
tions about  how  to  package  and  route 
multimedia  information,  he  explains.  If 
the  Nil  is  built  before  the  answers  are 


in,  huge  chunks  might  rap- 
idly become  obsolete.  "The  i 
private  sector  is  gearing  up 
so  fast  that  without  help 
from  the  government,  it 
could  make  some  expensive 
mistakes,"  Smarr  adds. 

Imagine  that  the  nation 
avoids  all  these  mistakes,! 
and  that  all  back  roads  lead  | 
to  the  Info  Superhighway,  j 
Digital  nirvana?  Not  yet.  In-  J 
evitably,  experts  say,  sleaze  i 
and    crime — pornography, 
gambling,  scams — will  flow) 
down  the  gutters  of  the  In- 
fobahn.  The  potential  for 
abuse  will  be  enormously 
magnified  by  the  amounts  of 
data  in  the  system.  "Every- 
thing we  read,  spend  mon- 
ey on,  or  do  will  literally  be  a 
database,"  says  Fred  W. 
Weingarten,  executive  direc- 
tor of  the  Computer  Re- 
search   Assn.    He  adds: 
"Many  people  believe  that 
privacy  will  be  the  night- 
mare issue  of  the  NIL" 

In  fact,  the  controversy  has 
already  begun.  The  Admin- 
istration favors  two  initiatives  that  hor- 
rify privacy  advocates.  One  tries  to  coax 
industry  to  use  an  encryption  technolo- 
gy, the  so-called  Clipper  chip,  that  lets 
government  listen  in  on  otherwise  se- 
cure communications.  The  other  is  pro- 
posed legislation  that  would  give  feder- 
al agents  and  cops  unprecedented 
authority  to  watch  every  move  people 
make  on-line.  Not  only  are  these 
schemes  worrisome,  they  could  prevent 
companies  from  putting  on  the  super- 
highway new  services  that  can't  be  en- 
gineered to  permit  access  by  law  en- 
forcers— things  as  seemingly  innocent 
as  personal  phone  numbers  or  call  for- 
warding. This  in  turn  "could  really  ham- 
string the  advancement  of  technology," 
says  Stephen  T.  Walker,  president  of 
Trusted  Information  Systems  Inc.,  a 
Glenwood  (Md.)  maker  of  computer  se- 
curity software. 

The  good  news  is  that  on  all  these  is- 
sues, the  White  House  is  still  listening. 
There  are  Administration  task  forces  on 
everything  from  R&D  policy  and  intel- 
lectual property  to  privacy  and  univer- 
sal service.  And  for  the  first  time  in 
years,  industry  believes  that  government 
takes  its  views  seriously.  If  the  Clinton- 
ites  can  keep  it  up,  maybe  Uncle  Sam 
will  manage  to  do  the  right  thing — on 
purpose  this  time.  □ 
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sswork  out  of  scheduling  meet-         So  it's  easy  to  schedule  meeting  everyone's  available  to  get  together. 

».  It  lets  you  know  whether  the  times  that  are  convenient  for  every-         When  it  comes  to  your  own 

•pie  you  need  are  available  or  one.  Without  inconveniencing  calendar,  Schedule-i-  works  just  like 

.  Without  necessarily  telling  you  yourself.  Let  Schedule  +  graphically  your  DayRunner.  But  it  does  things 

;ther  they're  in  another  meeting  overlay  a  virtually  unlimited  number  no  ordinary  datebook  ever  could. 

WITH  SCHEDULE  PLUS,  CDMPUTERS 

CAN  TELL  YOU  WHERE  PEOPLE 
iRE,  INSTEAD  OF  WHERE  THEY'RE  NOT. 

Like  flashing  alarms  to  help  you 
remember  meetings  and  deadlines. 

For  more  information,  or  a  free 
demo  disk,  there's  one  last  thing  you 
need  to  write  on  a  yellow  note:  Call 
(800)  871-3271.  Ask  for  Dept.  EAK. 


A  program  designed  to  save  you  time 
shouldn't  take  hours  to  figure  out.  You'll  be 
usi)ig  Schedule*-  in  minutes.  Because  it 
works  perfectly  with  Microsoft  Mail. 
Which  is  /ust  one  reason  Schedule*  is  the 
top-selling  scheduler  for  Windows." 
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JAPAN 


A  GAME  OF  CATCH-UP 


In  computer 
literacy  and 
availability,  Japan  is 
surprisingly  deficient 

BY    NEIL  GROSS 

After  breezing  through  the  1980s, 
Japan's  industrialists  have  awakened  to 
some  harsh  realities.  Manufacturing 
prowess  alone  isn't  enough  anymore. 
What's  required  is  a  new  industrial  struc- 
ture built  around  ideas  and  service.  And 
when  it  comes  to  using  the  primary  tools 
for  this — personal  computers  and  net- 
works— Japan  is  far  behind. 

That  realization  has  triggered  a  par- 
oxysm of  national  purpose.  Companies 
are  snapping  up  network  gear  and  soft- 


ware. Executives  flock  to  seminars  on 
U.  S.-style  "reengineering."  And  bureau- 
crats are  ready  to  bankroll  a  national 
transformation.  "Japan  is  firmly  in  a 
catch-up  mode,"  says  Tokyo  University 
economics  professor  Yutaka  Umezawa. 
"It's  a  mode  we  understand  very  well." 

There's  a  lot  of  ground  to  make  up. 
Japan  has  one-third  as  many  PCs  per 
capita  as  the  U.  S.  Only  10%  of  Japa- 
nese businesspeople  use  them,  and  only 
13%  of  those  are  connected  to  networks 
vs.  50%-plus  in  America.  That's  not  all. 
In  the  U.  S.,  where  cable  TV  reaches 
66%  of  homes,  coaxial  cable  could  be- 
come the  ramp  to  the  Information 
Superhighway.  In  overregulated  Japan, 
just  10%  of  homes  are  wired.  Few  of 
the  modest  computer  networks  at  uni- 
versities, government  agencies,  and  com- 
panies can  communicate  with  one  an- 
other. And  regulations  throttle  linkups 
to  America's  Internet. 


Japan's  new  focus  is  on  surmounting 
these  obstacles.  The  Education  Ministry 
and  prefectural  governments  want  to 
spend  $2.6  billion  to  place  22  PCs  in 
each  primary  school  and  42  in  each  jun- 
ior high  by  2000.  Last  year,  the  Finance 
Ministry  allocated  $4  billion  for  "new 
social  infrastructure,"  such  as  school  PCs 
and  supercomputer  networks.  Mean- 
while, the  Ministry  of  International 
Trade  &  Industry  (MITI)  and  the  Sci- 
ence &  Technology  Agency  have  proj- 
ects to  develop  "friendly"  computer 
interfaces  that  respond  to  voice  com- 
mands and  gestures.  If  Japan  can  replace 
keyboards,  which  aren't  really  designed 
to  handle  thousands  of  Japanese  char- 
acters, it  may  overcome  the  most  impos- 
ing barrier  to  computer  literacy. 

Even  the  conservative  Ministry  of 
Posts  &  Telecommunications  (MPT)  is 
mobilized.  It  recently  dropped  geograph- 
ic restraints  on  cable-TV  companies,  in- 
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vited  equiry  stakes  from  foreign  compa- 
nies, and  deregulated  the  cellular-phone 
market.  Next,  it  plans  bonds  with  U.  S. 
designers  of  the  Information  Superhigh- 
way. That  "should  assure  [technical] 
compatibility"  between  the  two  coun- 
tries, says  Yoshio  Utsumi,  MPT's  inter- 
national affairs  director-general. 

The  private  sector  is  on  board,  too. 
Within  the  past  year,  the  presidents  of 
both  Fujitsu  Ltd.  and  NKC  Corp.  have- 
vowed  to  link  every  employee  via  e-mail 
by  1995.  While  sales  of  mainframe  com- 
puters dwindle,  a  new  survey  by  Japan's 
largest  computer  trade  group  shows  de- 
mand for  local-area-network  (LAN)  gear 
surging  50%  a  year,  to  reach  $5  billion 
by  1996.  Demand  for  network  soft- 
ware will  grow  even  faster,  approach- 
ing $2  billion  by  then. 

The  latest  converts  are  individuals. 
Subscriptions  to  NEC's  commercial 
PC  network  have  ballooned  to  nearly 
700,000  from  58,000  in  1989.  Reve- 
nues of  a  similar  service  from  Fujitsu 
quintupled  in  the  same  period,  reach- 
ing nearly  $100  million.  Twenty- 
somethings  are  driving  the  growth, 
and  the  next  generation  is  even  more 
plugged  in:  Bandai,  Takara,  and  oth- 
er toymakers  sold  500,000  electronic 
organizers  to  school  kids  last  year. 

To  be  sure,  none  of  this  will  quick- 
ly narrow  the  LI.  S.  lead  (charts).  And 
Japan  has  a  history  of  false  starts  in 
such  efforts.  But  this  time,  experts 
say,  things  could  be  different.  Man- 
agers are  desperate  to  improve  effi- 
ciency. A  new  generation  of  network 
gear  is  available,  most  of  it  already  prov- 
en in  the  LI.  S.  And  PC  price  wars  plus  a 
strong  yen  have  placed  this  gear  within 
reach.  "We're  seeing  the  same  alignment 
of  the  planets  that  drove  client-server 
computing  in  America,"  says  technology 
consultant  John  C.  McCarthy,  a  director 
at  Boston-based  Forrester  Research  Inc. 
To  integrate  new  technology,  Japanese 
businesspeople  are  gorging  on  reengi- 
neering  theory.  Since  November,  they've 
snapped  up  250,000  translated  copies  of 
the  1 1.  S.  best-seller  Reengineeringthe  Cor- 
poration, b\  Michael  Hammer  and  James 
( Ihampy. 

Where  the  Japanese  consensus  breaks 
down  is  over  the  issue  of  labor.  Econom- 
ic bears  paint  two  bleak  scenarios:  In 
the  first,  Japans  corporate  goliaths  bum- 
ble into  the  21st  century  with  bloated 
payrolls,  while  nimble  competitors  in 
America  and  Asia  snatch  their  prey.  In 
the  second,  Japanese  companies  chuck 
lifetime  guarantees,  and  Japan  drowns 
in  a  sea  of  unemployed. 


Most  Japanese  economists  are  more 
sanguine.  "Redundant  managers  will  get 
snatched  up  by  small  and  medium-sized 
companies,"  says  Tokyo  LJniversity's 
Umezawa.  "Long-term,  Japan  faces  a  la- 
bor shortage."  Some  recent  develop- 
ments support  his  theory.  Among  oth- 
ers, phone  giant  Nippon  Telegraph  & 
Telephone  Corp.  is  shedding  about 
30,000  jobs,  mainly  through  transfers  and 
attrition.  But  some  of  that  excess  has  al- 
ready been  absorbed  by  fast-growing 
computer  companies,  including  top  for- 
eign firms. 

If  that  trend  continues,  Japanese  busi- 
ness could  be  more  fundamentally  trans- 
formed than  at  any  point  since  World 


Japan's  information  revolution  also  pre- 
sents Americans  with  a  major  sales  op- 
portunity. Last  year,  Apple  Computer 
shot  past  Fujitsu  to  become  the  No.  2 
PC  supplier  in  Japan.  And  Japanese  sales 
of  network  supplier  Cisco  Systems  of 
Menlo  Park,  Calif,  rose  150%.  "Just  get- 
ting a  foot  in  the  door  used  to  be  ago- 
ny," says  American  Electronics  Assn.  of- 
ficial David  Pollack  in  Tokyo.  "Now,  if 
you've  got  a  hot  network  product,  doors 
swing  open."  Indeed,  salesman  Steve 
Gibson  at  Spider  Ltd.,  a  Boston  suppli- 
er of  network  protocol  software,  recalls  a 
recent  fax  he  sent  cold  to  30  potential 
Japanese  partners  requesting  interviews. 
"I  had  a  one-third  hit  ratio,"  Gibson 


HOW  JAPAN  LAGS  IN  USE  OF  COMPUTERS 

FEWER  PCs  AT  WORK...  ...MEAN  FEWER  SALES 


SHARE  OF  BUSINESSPEOPLE  WHO  USE  PCs 


U.S. 

JAPAN 

■ 

1 ; 

■1 

0  10  20  30  40  50% 
SHARE  OF  PC  USERS  ON  A  NETWORK 


u.s.  n 

JAPAN 

1 

■ 

1 

B 

1 

CONSUMPTION  OF 
PERSONAL  COMPUTERS 


SHARE  OF  WORLD 
PC  CONSUMPTION 


20      30  40 

DATA:  IDC  JAPAN 


50% 


'90  '91  '92  '93  '94*  '95*  '96*  '90  '91  '92  '93  '94*  '95*  '96* 
k  MILLIONS  OF  UNITS        *EST.        A  PERCENT  data:  international  data  corp. 


War  II.  Deregulation  in  telecommuni- 
cations, health  care,  and  other  industries 
could  vaporize  4.1  million  jobs  and  $314 
billion  worth  of  demand  over  the  next 
decade,  predicts  the  Japan  Research  In- 
stitute. But  5  million  jobs  should  spring 
up  in  their  place,  adding  $42^  billion  in 
demand  for  new  products  and  services. 
The  telecommunications  ministry  sees  a 
$1.2  trillion  Japanese  multimedia  indus- 
try taking  shape  by  the  year  2010,  em- 
ploying 2.4  million  people. 

Americans  are  of  two  minds  on  all  this. 
Small  U.S.  companies  shudder  at  the 
prospect  of  facing  off  with  deep-pock- 
eted Japanese  rivals  in  Asia.  But  in  many 
ways,  the  alternative — Japan  unwired — 
seems  worse.  Japanese  university  and 
government  libraries  are  gold  mines  of 
science,  engineering,  and  economic  data, 
most  of  it  now  inaccessible  to  U.  S.  re- 
searchers. "  The  whole  discussion  in  the 
U.S.  is  how  to  use  the  Internet  to  tap 
into  Japanese  databases,"  says  Stephen 
Anderson,  visiting  professor  of  govern- 
ment at  the  University  of  V  irginia. 


laughs.  "I  never  got  that  cold-calling  in 
the  U.S." 

This  doesn't  mean  that  trade  barriers 
will  crumble,  or  that  Japan's  information 
economy  will  be  a  perfect  mirror  of 
America's.  "  There's  still  no  venture-cap- 
ital infrastructure,"  complains  Yasufumi 
Kanemaru,  president  of  Tokyo-based 
Future  Systems  Consulting.  At  the  Na- 
tional Center  for  Science  Information 
Systems,  director-general  Hiroshi  Inose 
sees  another  difference.  In  America,  the 
Pentagon  tunneled  billions  of  research 
dollars  into  computer  networks.  By  con- 
trast, he  says,  Japanese  government 
thrusts  have  been  stingy  and  scattershot: 
"It  took  a  major  recession  to  trigger  the 
first  substantial  subsidies." 

Inose  may  be  seeing  the  glass  as  half- 
empty,  however.  Japanese  industry  re- 
wrote the  rules  of  mass  production  in 
the  '70s  with  no  Pentagon  for  support. 
There's  nothing  to  say  it  can't  happen 
with  information  technology.  This  time, 
though,  the  gap  is  quite  wide.  And  the 
U.  S.  is  no  longer  a  sitting  duck.  □ 
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EUROPE 


BRAVE 
OLD  WORLD 


Just  the 
prospect  of 


deregulation  has 
European  companies 
eager  to  spend  big 
on  new  products 

and  services 

BY   GAIL  EDMONDSON 

When  Andy  Hopper  turns  on  his  com- 
puter, it  knows  him:  It  automatically 
loads  his  files  and  scrolls  to  where  he 
was  on  his  home  PC  the  night  before. 
This  magic  is  performed  by  a  "smart" 
badge  that  emits  an  infrared  signal  ev- 
ery five  seconds  to  update  Hoppers 
workstation.  In  five  years,  he  believes, 
the  intelligent  network  that  makes  this 
possible  will  extend  worldwide.  For  now, 
though,  Olivetti's  head  of  research  is 
honing  the  networks  software  in  (jam- 
bridge,  Kngland,  at  one  of  two  labs 
where  hundreds  of  Olivetti  techies  are 
trying  to  help  make  Europe  an  infor- 
mation economy.  "We're  not  talking 
about  science  fiction,"  he  says.  "The 
technology  underneath  it  is  there." 

There — and  bottled  up  for  now  by 
the  state-run  monopolies  that  dominate 
European  telecommunications.  But 
that's  changing.  The  prospect  of  voice- 
telecommunications  deregulation,  sched- 
uled for  1998,  is  prompting  European 
companies  to  clinch  partnerships  and 
pour  millions  into  new  products  and  ser- 
vices. Many  are  launching  trials  else- 
where to  cut  their  teeth  in  competitive 
markets.  France's  giant  Alcatel  Alsthom, 
for  one,  has  a  pilot  project  with  Pacific 


Bell  to  deliver  digitally  compressed  mo- 
vies for  Hollywood  studios.  That  would 
eliminate  the  need  for  film  and  save  stu- 
dios up  to  $300  million  a  year  in  distri- 
bution costs. 

There's  more.  In  Britain,  which  de- 
regulated phone  services  in  1984,  devel- 
opers of  multimedia  networks  are  keep- 
ing pace  with  those  in  the  U.  S. 
Europewide,  newly-allowed  competi- 
tion in  data  and  cellular  communications 
is  pushing  prices  down  and  spurring 
growth  in  services.  And  those  markets 
give  bruisers  such  as  Pacific  Telesis,  MCI 
Communications,  Sprint,  British  Tele- 
com, and  AT&T  beachheads  to  attack 
the  Continent's  phone  giants. 

Politicians  fear  the  fallout  that  will 
come  as  the  monopolies  are  forced  to 
eliminate  jobs.  But  there's  no  hanging 
back  "if  Europe  wants  to  regain  global 
competitiveness,"  asserts  Christian 
Schwartz-Schilling,  Germany's  former 
Minister  of  Post  &  Telecommunications. 
Europe's  industries  need  good,  cheap 
data  and  voice  systems.  And  even  as  Eu- 
rope's youth  protest  falling  living  stan- 
dards, politicians  grasp  that  information 
industries  may  help  spur  growth  and  cut 
its  unemployment  rate,  now  12%. 
France's  low-tech  Minitel  videotex  ser- 
vice has  created  350,000  jobs  in  a 
decade,  and  some  forecasts  say  telecom- 
munications will  generate  7%  of  Eu- 
rope's gross  domestic  product  by  the 
year  2000  vs.  less  than  4%  today.  "This 
is  not  about  nice  new  technologies.  It's 
about  stimulating  economies,"  says  Lord 
David  I.  Young,  chairman  of  Britain's 
Cable  &  Wireless  PLC.  "We  do  not  have 
much  time." 

Not  much,  but  maybe  just  enough. 
Software  king  William  H.  Gates  III  be- 
lieves it  will  take  up  to  six  years,  even  in 
the  U.  S.,  to  develop  markets  for  multi- 
media. That  may  be  the  window  Eu- 
rope needs  to  jump  into  the  race,  says 


Hans  G.  Geyer,  head  of  Intel  Corp.'s  I 
European  operations:  "We  Europeans  I 
either  get  in  front  on  technology,  pric- 
ing, and  brands,  or  we  are  dead." 

Accordingly,  the  European  Union  e 
plans  to  invest  $76  billion  in  the  next  | 
five  years  for  advanced  networks,  inter-  I 
active  video  services,  and  the  like.  An  I 
EU  task  force  set  up  last  Feb.  7  could  I 
help  force  the  pace.  On  June  24,  it  will  I 
issue  a  report  likely  to  recommend  let-  I 
ting  competitors  build  their  own  net-  3) 
works  instead  of  leasing  expensive  lines  p. 
from  former  monopolies.  France  is  1 
mulling  such  a  move  in  1998,  when  the  S 
voice  monopoly  ends,  and  others  may  I 
follow.  Says  Bruno  Lasserre,  France's  1 
Director  of  Post  &  Telecommunications:  $ 
"Only  infrastructure  competition  will  I 
create  new  jobs  and  wealth." 

That's  why  nearly  every  potential  I 
player  is  launching  pilot  projects.  In  I 
February,  Bertelsmann,  Kirch  Group,  ii 
and  Deutsche  Bundespost  Telekom  I' 
started  Media  Service,  a  $116  million 
Berlin-based  joint  venture  that  will  de-  i! 
liver  digital  programs  and  phone  servic-  I 
es  in  Germany.  Bertelsmann's  U.  S.  sub- 
sidiary said  on  Apr.  4  that  it  will  enter 
the  global  market  for  multimedia  games, 
entertainment,  and  education. 
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Britain,  meanwhile,  is  in  a  league  of 
>  own.  British  Telecommunications 
iC  and  a  dozen  major  cable  operators 
an  to  invest  $37  billion  over  the  next 
k  years  in  networks  that  would  carry 
deo,  voice,  and  data  to  businesses  and 
>mes.  Laws  that  let  the  same  company 
11  cable-TV  and  phone  services  over 
e  same  network — still  verboten  in  the 
.  S. — may  make  Britain  the  world  lab 
r  multimedia.  Indeed,  Baby  Bells  such 
Nynex  and  U  S  West  say  their  British 
int  ventures  are  further  along  than 
eir  U.  S.  operations  in  building  the  In- 
rmation  Superhighway. 
One  business  where  Europe  is  devel- 
)ing  powerful  muscle  is  wireless  com- 


FRANCE'S  LOW-TECH 
MINITEL  SERVICE  HAS 
CREATED  350,000  JOBS 
IN  JUST  A  DECADE 

munications:  Europe's  $5.8  bil- 
lion market  for  mobile  commu- 
nications is  expected  nearly  to 
triple  to  $15.9  billion  by  2000, 
says  Prognos  in  Basel,  Switzer- 
land. Thanks  to  a  Europewide 
standard  for  digital  cellular  net- 
works, it's  already  possible  to 
cross  most  borders  without  inter- 
ruption in  service.  In  fact,  the 
standard,  which  is  called  GSM 
and  has  been  adopted  by  17 
countries  in  Europe,  16  in  Asia, 
and  15  in  the  Middle  East, 
makes  Europe  a  more  homoge- 
nous market  than  the  U.  S., 
where  there  are  still  two  com- 
peting digital  standards.  So  com- 
panies such  as  Apple  Computer 
are  tailoring  digital  wireless  fax- 
es, personal  communicators,  and 
other  devices  to  the  European 
market  first. 

In  a  curious  twist,  Europe's  be- 
lated deregulation  may  move  it 
past  the  U.  S.  by  eliminating  local 
and  long-distance  monopolies  at 
once.  "We  intend  to  leapfrog," 
says  Herbert  Ungerer,  an  EU  telecom- 
munications expert.  Some  even  see  Eu- 
rope's monopoly  markets  disintegrating 
before  their  scheduled  1998  phaseout. 
A  huge  fissure  opened  on  Apr.  1 1,  when 
30  European-based  manufacturers,  led 
by  Rank  Xerox,  chose  British  Telecom 
and  an  AT&T-led  consortium  to  build 
competing  private  networks  that  will  by- 
pass local  phone  companies  with  more 
sophisticated  services.  To  some,  the  deal 
was  hailed  as  the  de  facto  end  of  phone 
monopolies  in  the  EU. 

Other  cracks  are  appearing  daily.  Den- 
mark's phone  company  decided  last 
month  to  sell  excess  capacity  to  third- 
party  resellers,  a  move  that  will  cut  pric- 


es. "The  result  will  be  that  Europe  will 
liberalize  sooner  rather  than  later,"  says 
Ben  Verwaayen,  head  of  PTT  Telecom 
Netherlands,  the  Dutch  phone  company. 
Agrees  Lord  Young  at  Cable  &  Wire- 
less: "Low  prices  drive  out  high.  If  Eu- 
ropean phone  customers  can  access  the 
world  through  Denmark,  it  will  force 
prices  down  throughout  Europe." 

Huge  utilities  with  fiber-optic  connec- 
tions to  millions  of  homes  also  want  a 
piece  of  the  voice  market.  France's  wa- 
ter utility,  Compagnie  Generate  des 
Eaux,  is  installing  a  radio-transmission 
system  in  a  Paris  suburb  to  compete  for 
local  calls.  "We  intend  to  create  local 
networks  for  multimedia,"  says  Alain 
Bravo,  head  of  telecommunications  at 
the  water  company.  German  energy  gi- 
ant Veba,  with  fiber-optic  links  to 
300,000  homes,  created  a  phone  divi- 
sion in  April  and  is  talking  with  Digital 
Equipment  Corp.  about  a  joint  venture 
in  multimedia  services. 

The  established  carriers,  meanwhile, 
are  trying  to  protect  their  turf  with  part- 
nerships. On  Apr.  12,  France  Telecom 
joined  Sony,  Motorola,  Fujitsu,  and 
AT&T'  in  taking  a  stake  in  General  Mag- 
ic, a  Silicon  Valley  producer  of  intelli- 
gent-network software.  And  Deutsche 
Bundespost  Telekom,  whose  high-priced 
videotex  service  failed  in  the  1980s,  an- 
nounced a  Mar.  10  deal  with  Intel  to  sell 
multimedia  services,  including  video- 
conferencing, in  Germany.  "This  stuff 
can  revolutionize  how  you  communicate 
and  how  you  do  business,"  says  Geyer. 

No  doubt  some  of  the  Euro-euphor- 
ia over  new  markets  will  evaporate  as 
governments  grapple  with  knotty  regu- 
latory issues  and  standards.  And  Eu- 
rope's phone  monopolies  will  continue 
to  crimp  competition  where  they  can. 
But  the  genie  is  out  of  the  bottle.  As  in- 
formation industries  converge,  Europe's 
phone-company  dinosaurs  must  change 
or  face  extinction. 

With  Julie  Flynn  in  London  and  Patrick 
Oster  in  Brussels 
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SIEMENS 

1847.  That  was  then. 


Werner  Siemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


©  Siemens  Corporation  1994 


1994.  This  is  now. 


All  across  America,  more  than  70  Siemens  manufacturing  and  assembly  plants 
are  turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical  prod- 
ucts with  quality  American  industry  can  count  on.  Over  20,000  Siemens  U.S. 
employees  have  manufacturing  jobs  in  these  plants,  and  are  helping  to  build 
products  in  a  wide  range  of  fields,  including  energy,  communications,  automotive, 
medical  and  automation  technology.  In  fact,  14%  of  Siemens'  $6.4  billion  annual 
sales  are  derived  from  exports  from  these  factories  to  the  rest  of  the  world. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94.  Box  8003MG,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


>r  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


fit 


Since  1987,  when  Canon  introduced 
the  world's  first  Color  Laser 
Copier,  our  copiers  have  made  a 
whopping  one  billion,  two  hundred 
million  color  copies. 

It's  no  wonder  Canon  has  been  ^ 

the  unsurpassed  leader  in  color  copiers  —  

for  six  consecutive  years,  with  equally  unsurpassed  color  quality. 

Today,  Canon  makes  the  most  technologically  sophisticated 
color  copiers  available,  including  copiers  that  can  even  connect  to 


«"*VSS  Official  Copier  of 

woridCupumr 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behinc 
you,  start  pushing:  r^-n 


1-800-OK- 
CANON.  We'll 
immediately 
rush  you  a  free 


r- 


■1 

^  i 

Color  Solutions  guide. 
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EMERGING  NATIONS 


THAI  DISH:  DESPITE  GLITCHES, 
TELECOM  SYSTEMS  ARE  UP  AND 
RUNNING  IN  MUCH  OF  ASIA 


ffllRD  WORLD  LEAPFROG 


In  building 
networks, 
eveloping  countries 
rill  skip  past  entire 
lages  of  technology 

Y   PETE  ENGARDIO 


For  seven  years,  Japan's  Seiko  Epson 
irp.  has  found  South  China  to  be  a 
le  source  of  low-cost  labor.  But  for 
linpei  Misawa,  Epson's  Hong  Kong- 
sed  manager  of  information  systems,  it 
s  also  meant  "many,  many  head- 
hes."  Shuttling  troubleshooters  from 
ong  Kong  into  Epson's  two  factories, 
nere  5,000  workers  churn  out  100,000 
inters  monthly  and  more  than  100 
odels  of  Seiko  watches,  involves 
rambling  for  tickets  on  constantly  over- 
toked  trains.  Fax  lines  often  produce 
egible  copies  or  go  dead  in  tropical 


storms.  A  simple  change  in  manufactur- 
ing specifications  can  mean  putting  flop- 
py disks  on  the  next  delivery  truck 
bound  for  China. 

Misawa 's  headaches  are  about  to  go 
into  remission,  however.  Thanks  to 
high-speed  digital-communications  cir- 
cuits that  will  be  installed  by  yearend, 
both  plants  will  be  connected  to  Epson's 
regional  electronic  flow  of  up-to-the- 
minute  inventory,  delivery,  and  output 
data  that  make  possible  just-in-time  pro- 
duction. And  engineers  in  Japan  will  be 
able  to  transmit  specs  for  new  products 
to  the  factory  floor  in  seconds. 

Epson  is  just  one  example  of  a  trans- 
formation that  should  greatly  boost  living 
standards  in  the  developing  world.  Plac- 
es that  until  recently  were  incommunica- 
do are  rapidly  acquiring  state-of-the-art 
telecommunications  that  will  let  them 
foster  both  internal  and  foreign  invest- 
ment. It  may  take  a  decade  for  many 
countries  in  Asia,  Latin  America,  and 
Eastern  Europe  to  unclog  bottlenecks 
in  transportation  and  power  supplies. 
But  by  installing  optical  fiber,  digital 


switches,  and  the  latest  wireless  trans- 
mission systems,  urban  centers  and  in- 
dustrial zones  from  Beijing  to  Budapest 
are  stepping  into  the  Information  Age. 
Videoconferencing,  electronic  data  inter- 
change, and  digital  mobile-phone  ser- 
vices already  are  reaching  most  of  Asia 
and  parts  of  Eastern  Europe.  And  in 
Latin  America,  where  only  7%  of  the 
population  has  access  to  a  phone,  the 
demand  for  communications  has  created 
the  fastest-growing  cellular  market  in 
the  world. 

All  these  developing  regions  see  ad- 
vanced communications  as  a  way  to 
leapfrog  stages  of  economic  develop- 
ment. Widespread  access  to  information 
technologies,  for  example,  promises  to 
speed  the  transition  from  labor-inten- 
sive assembly  work  to  "value-added" 
industries  that  involve  engineering,  mar- 
keting, and  design.  "Multinationals  want 
to  set  up  where  the  infrastructure  is  the 
best  it  can  be,"  says  Lloyd  Kubis,  Mo- 
torola Inc.'s  regional  director  of  telecom- 
munications government  relations  for 
the  Asia/Pacific  region.  Modern  com- 
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Another 

At  the  Indianapolis  500,  you  only  get  one  chance  to  get  it  right.  No 
wonder  lap  alter  lap,  the  United  States  Auto  Club  (US ACT)  depends 
on  the  mission-critical,  pedal-to-the-metal  performance  of  OS/2. 

From  start  to  finish, 


OS/2  2.1  sets  the  pace 
for  technology  at  the 
most  famous 
motor  speedway 
in  the  world. 
OS/2  programs 
run  at  full  speed  all 
over  the  place:  IBM 
DATABASE  2™  OS/2 
(DB2/2™),  for  example, 
keeps  track  of  everything 
from  entry  fees,  prac- 
tice and  qual- 
ifying times, 

engine  serial  numbers,  and  driver  and  crew  status  to  per- 
sonnel, administrative  and  other  vital  information.  USACs 
LapManager^"  an  OS/2  program  developed 
specifically  for  Indy ,  drives  the  official  tim 
ing  and  scoring  of  all  on-track  activity. 
UapManager  takes  timing  data  sent  from  the  cars 
via  radio  signal,  turns  it  into  meaningful  stats,  and 
sends  it  to  PCs  used  by  I  SAC  staff  and  the  press. OS/2  even  hits  the 
road  in  ThinkPads  that  collect  and  distribute  race  information 
from  tracks  all  across  the  country. 


clutch 


When  you  see  how  OS/2  can  rev  up  your  DOS,  Windows M 
and  OS/2  programs,  you'll  know  why  they  use  OS/2  at  Indy 
and  over  100  other  USAC  races.  You  can  t  have  a  more 
impressive  track  record  than  that. 

To  order  or  to  find  out  more  about  OS/2,  call 
1  800  3-IBM-OS2.  In  Canada,  call  1  800  465-7999. 
OS/2  is  also  available  at  local  software  dealers. 

Operate  at  a  higher  level. 


This  ad  was  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS.  Windows  and  OS/2  programs  running  on  OS/2  IBM,  OS/2  and  ThinkPad 
are  registered  trademarks  and  IBM  DATABASE  2.  DB2/2  and  Operate  at  a  higher  level"  are  trademarks  ot  International  Business  Machines  Corporation 
Windows  is  a  trademark  of  Microsoft  Corporation  Indianapolis  500  and  Indy  are  registered  trademarks  of  the  IMS  Corporation  All  other  products  are 
trademarks  or  registered  trademarks  of  their  respective  companies  ©  1994  IBM  Corp 
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unications  "will  give  countries  like 
lina  and  Vietnam  a  huge  advantage 
er  countries  stuck  with  outmoded 
:hnology." 

How  fast  these  nations  should  push 
ead  is  a  matter  of  debate.  Many  ana- 
its  think  Hanoi  is  overdoing  it  by  re- 
tiring that  all  mobile  phones  be  ex- 
nsive  digital  models,  when  Vietnam 
desperate  for  any  phones,  period, 
"hese  countries  lack  the  expertise  in 
;ighing  costs  and  choosing  between 
:hnologies,"  says  John  Ure,  director 
telecommunications  research  at  the 
liversity  of  Hong  Kong. 
Still,  there's  little  dispute  that  com- 
jnications  will  be  a  key  factor  separat- 
g  the  star  performers  from  the  lag- 
rds.  Consider  Russia.  Because  of  its 
ong  educational  system  in  mathe- 
atics  and  science,  it  should  thrive  in 
e  Information  Age.  Problem  is,  its 
tional  phone  system  dates  from 
s  1930s.  Russia  is  starting  to  in- 
ill  fiber  optics  and  has  a  grand 
in  to  pump  $40  billion  into 
rious  communications  proj- 
ts.  But  it's  too  broke  to  do 
rapidly. 

Compare  that  with  China, 
/er  the  next  decade,  it  plans 
pour  some  $100  billion  into 
lecom  equipment,  adding 
million  phone  lines  by  the 
ar  2000,  four  times  the  num 
r  it  has  now.  In  a  way,  China's 
ckwardness  is  a  blessing,  be- 
use  the  expansion  occurs  just  as 
w  technologies  are  becoming  more 
st-effective  than  copper  wire  and  an- 
)g  systems.  By  the  end  of  1995,  each 
China's  26  provincial  capitals  except 
lasa  in  Tibet  will  have  digital  switch- 
and  high-capacity  optical  fiber  links 
Hong  Kong,  Singapore,  Taiwan,  and 
lailand.  This  means  that  major  cities 
ch  as  Beijing,  Shanghai,  and  Guang- 
ou  are  getting  the  basic  broadband  in- 
istructure  to  become  interchanges  on 
s  Information  Superhighway.  "When  a 
untry  goes  from  no  infrastructure  to 
e  latest,  it  will  leapfrog  entire  rungs 
development,"  says  John  J.  Legere, 
"&T's  managing  director  of  consumer 
rvices  for  Asia. 

Telecommunications  is  also  a  key  to 
langhai's  dream  of  again  becoming  a 
emier  financial  center.  Citibank,  Mer- 
I  Lynch,  and  Morgan  Stanley  already 
ve  offices  in  the  city,  the  hub  of  Chi- 
's  fast-growing  stock  and  bond  mar- 
ts. To  offer  the  razzle-dazzle  electron- 
data  and  paperless  trading  global 
vestors  expect,  Shanghai  plans  broad- 


band networks  as  powerful  as  those  in 
Manhattan. 

In  Eastern  Europe,  meanwhile,  Hun- 
gary also  hopes  to  vault  into  the  mod- 
ern world.  Currently,  700,000  Hungar- 
ians are  waiting  for  phones,  and 
businesspeople  regularly  rank  poor 
phone  links  as  a  chief  headache.  So  for 
the  past  three  years,  the  country  has 
been  laying  optical  fiber.  To  speed  the 
import  of  Western  technology,  in  De- 
cember Hungary  sold  a  30%  stake  in  its 
national  phone  company  to  Deutsche 
Bundespost  Telekom  and  Ameritech 
International  Inc.  To  further  whittle  the 
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LINES  ADDED,  1993-2000 

IN  LINES 

$  BILLIONS 

China 

35.5 

19.3% 

$53.3 

Russia 

15.5 

6.7 

23.3 

India 

9.1 

1  1.2 

13.7 

Brazil 

6.8 

6.4 

10.2 

Mexico 

6.3 

8.5 

9.4 

Thailand 

4.3 

16.7 

6.6 

Malaysia 

3.1 

1  1.9 

4.6 

Poland 

2.7 

6.7 

4.0 

Indonesia 

2.6 

13.6 

3.9 

DATA:  INTERNATIONAL 
TELECOMMUNICATION  UNION 


waiting  list,  Hungary  has  granted  a  li- 
cense to  Pannon,  a  Dutch-Scandinavian 
consortium,  to  build  what  it  says  will  be 
one  of  the  most  advanced  cellular  digital 
communications  systems  in  the  world. 

In  fact,  cellular  is  one  of  the  most 
popular  ways  to  get  a  phone  system  up 
fast  in  developing  countries.  It's  cheap- 
er to  build  radio  towers  than  string  lines 
across  a  country,  and  businesses  eager 
for  reliable  service  are  willing  to  cough 
up  the  significantly  higher  tolls  for  a  cel- 
lular call — typically  two  to  four  times  as 
much  as  for  calls  made  over  fixed  lines. 
Look  at  Latin  America,  where  cellular 
demand  and  usage  have  exploded  in 
every  country. 

For  cellular  providers,  in  fact,  a  Lat- 
Am  franchise  is  the  proverbial  license 
to  print  money.  BellSouth  Corp.,  with 
operations  in  four  Latin  wireless  mar- 


kets, estimates  its  annual  revenue  per 
average  subscriber  at  about  $2,000,  vs. 
$860  in  the  U.  S.  That's  partly  because 
LatAm  cellular  customers  talk  two  to 
four  times  as  long  on  the  phone  as  their 
North  American  counterparts. 

Thailand  is  also  turning  to  cellular,  as 
a  way  to  allow  Thais  to  make  better  use 
of  all  the  time  they  spend  on  the  road.  A 
lack  of  planning  despite  years  of  more 
than  8%  growth  has  left  Bangkok  virtu- 
ally paralyzed  in  traffic,  discouraging  for- 
eign investors.  And  it  isn't  that  easy  to 
call  from  the  office:  The  waiting  list  for 
phones  has  from  one  to  two  million 
names  on  it.  So  cellular  phones  have  be- 
come the  rage  among  businesspeople, 
who  can  remain  in  contact  despite  the 
logjams.  The  result:  There  are  nearly 
500,000  cellular  subscribers  in  Thailand, 
the  most  in  any  Southeast  Asian  country. 
Vietnam  is  making  one  of  the  bold- 
est leaps.  Currently,  it  has  one 
phone  for  every  435  people.  But 
7)  despite  per  capita  income  of  just 
$220  a  year,  Hanoi  wants  the 
best.  All  of  the  300,000  lines  it 
plans  to  add  annually  will  be 
optical  fiber  with  digital 
switching,  rather  than  cheaper 
analog  systems.  By  going  for 
I  next-generation  technology 
<  now,  Vietnamese  telecom  offi- 
cials say  they'll  be  able  to  keep 
pace  with  anyone  in  Asia  for 
decades.  "Vietnam  will  be  ca- 
pable of  carrying  any  network  ser- 
vices a  global  company  could 
want,"  says  James  R.  Long,  presi- 
dent of  Northern  Telecom  Ltd.'s 
World  Trade  Div. 

Still,  many  believe  Vietnam  is  going 
overboard — and  point  to  its  experience 
with  cellular  phones  as  proof.  After  Ho 
Chi  Minh  City  awarded  two  licenses  for 
analog  cellular  systems,  Hanoi  mandated 
that  all  networks  elsewhere  in  the  coun- 
try be  digital.  The  result:  Thousands  of 
analog  phones  have  been  sold,  compared 
with  fewer  than  200  digital  phones, 
which  cost  twice  as  much.  Plus,  the  dig- 
ital phones  won't  work  on  analog  sys- 
tems, so  if  you  travel  between  the  two 
systems  you  need  two  phones. 

Still,  for  countries  that  have  played 
catch-up  for  so  long,  the  temptation  to 
do  so  in  one  jump  is  hard  to  resist.  And 
despite  the  mistakes  they'll  make, 
they'll  persist — so  that  one  day  they  can 
cruise  alongside  Americans  and  West- 
ern Europeans  on  the  Information 
Superhighway. 

With  Ken  Stier  in  Bangkok,  Peter  Galuz- 
ka  in  Moscow,  and  bureau  reports 


BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1 994  49 


You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpin"  3X  CD-ROM  readers  are  the  best- 
performing  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
to  450  Kbytes/sec.  and  made  a  triple-speed  reader.  (Because  that's  what  you  wanted.)  We  also 
cut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache, 
and  a  SCSI  2  interface. 

Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
readers,  see  smoother  animation  and  video. 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
you  what's  going  on  (or  not  going  on)  with  your  reader. 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
come  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO.  Or  for  details  via  fax,  call  NEC  FastFacts"  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM.  And 
you'll  actually  get  to  have  an  honest  conversation  for  a  change.  mk  I  ^Tmm ^Tmm 
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Chips,  switches,  lasers — the 
Superhighway  is  being  paved 
with  a  bewildering  mix  of 
materials.  And  they're  all 

evolving  at  a  dizzying  pace 


54  OVERVIEW 

FASTER*  SMALLER,  CHEAPER 

Modest  but  continual  gains  move  technology 
relentlessly  forward.  From  disk  drives  to  fiber 
optics,  what's  powerful  now  will  soon  be  passe 

60  CUTTING  EDGE 

THE  KEYS  TO  THE  FUTURE 

We  identify — and  explain — the  10  critical 
technologies  that  will  pave  the  Superhighway: 
Hardware:  Tinier,  mightier  chips;  stronger 
optoelectronics;  parallel  processing  to  do  the  job 


quicker;  disk  drives  that  store  more  and  more 
Software:  Programs  with  "object  technology"; 
artificial-life  forms;  computers  that  hear  voices 
Communications:  Wireless  in  the  digital  age; 
ATM  switches;  data  compression 

76  INTERVIEW 

THE  WORLD  ACCORDING 

TO  ANDY  GROVE 

Intel's  chief  executive  talks  about  how  the  new 
rules  will  affect  the  way  we  do  business  in  the 
Information  Age. 
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THE     ENABLING  TECHNOLOGY 


OVERVIEW 


FASTER,  SMALLER 
CHEAPER 


Continual 
advances 
in  technology  are 
propelling  the  digital 
beast  relentlessly 
forward.  From  disk 
drives  to  fiber  optics, 
whats  powerful  now 
will  soon  be  passe 

BY   PETER  COY 

In  the  1920s,  "high  frequencies"  de- 
noted the  upper  usable  bounds  of  the 
radio  spectrum.  Before  long,  though,  the 
term  became  obsolete.  As  technology 
advanced,  it  became  possible  to  use 
higher  frequencies.  Those  were  called 
"very  high  frequencies" — VHF.  Another 
step  forward  in  electronics,  and  still  more 
virgin  airwaves  opened  up.  With  a  stab 
at  finality,  scientists  dubbed  them  "ul- 
trahigh frequencies,"  or  UHF.  Turns  out 
they  weren't  so  ultra  after  all.  Today,  two 
regions  lie  beyond  UHF:  superhigh  fre- 
quencies and  extremely  high  frequen- 
cies, which  run  up  to  the  border  with 
infrared  light — M)0  billion  cycles  per  sec- 
ond. "High  frequencies"  are  considered 
laughably  low. 

Very,  ultra,  super,  extremely:  The  rap- 
id devaluation  of  superlatives  is  a  hall- 
mark of  the  Information  Revolution. 
Progress  is  so  rapid  that  what  is  powerful 
today  will  be  passe  tomorrow.  Million- 
dollar  vacuum-tube  computers  with  fear- 
some names  like  ENIAC  that  awed  peo- 
ple in  the  1950s  couldn't  keep  up  with  a 


1990s  pocket  calculator.  In  1956,  the  first 
transatlantic  phone  cable  carried  50  com- 
pressed voice  circuits.  Now,  optical  fi- 
bers carry  85,000 — an  improvement  of 
170,000%.  Wall  Streeters  call  colleagues 
in  London  as  casually  as  they  dial  the 
deli  downstairs.  It  seems  inevitable  that 
these  achievements — and  the  Informa- 
tion Superhighway  that  is  so  capturing 
the  popular  imagination  today — will  look 
quaint  to  our  grandchildren. 

Propelling  this  march  are  unceas- 
ing advances  in  the  core,  enabling 
technology  of  the  Information  Rev- 
olution. Each  year,  advances  in  mi- 
crochips, optoelectronics,  and  oth- 
er building  blocks  make  possible 
new  products  and  services  that 
bring  more  people  into  the  Infor- 
mation Age.  These  newly  aware 
customers  soon  demand  new  fea- 
tures, and  the  virtuous  cycle  con- 
tinues. Extrapolating  from  today's 
trends,  for  instance,  it's  a  cinch  to 
predict  that  by  early  next  century, 
supercomputing  power  will  be  in  the 
hands  of  graphic  artists,  podiatrists, 
and  kindergarten  teachers. 

Such  powerful  tools  will  likely  , 
change  society.  Microchips  in  cars  i 
will  make  driving  safer.  Virtual  Jfl 
reality  will  help  medical  students  I 
learn   anatomy,   while  giving 
schoolchildren  the  wraparound  ex- 
perience of  traveling  to  distant 
places.  Software  agents  will  act  as 
virtual  valets,  managing  appoint- 
ments and  passing  along  choice  bits 
of  information.  And  those  are  just 
the  predictable  consequences.  In- 
formation technology  will  continue 
to  remake  the  world  in  ways  that  are 
impossible  to  guess — just  as  no  one 
in  1950  could  have  predicted  laptop 
PCs  or  drive-up  machines  that  spew 
$20  bills  on  command. 

If  the  Olympic  motto  is  "faster,  high- 


er, stronger,"  the  Information  Revolu- 
tion's maxim  might  be  "faster,  smaller, 
cheaper."  There's  probably  a  limit  to 
how  fast  Carl  Lewis  can  run  100  meters, 
but  the  speed  of  a  computer  chip  seems 
to  have  no  fundamental  barrier.  Every 
time  an  insurmountable  hurdle  is  sight- 
ed, someone  finds  a  way  around  it.  For 
example,  recent  breakthroughs  in  tran- 
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tor  design  have  destroyed  the  long- 
Id  notion  that  silicon-based  chips 
>uld  hit  a  wall  around  the  year  2000 
ige  60).  Now,  researchers  see  silicon's 

extending  another  15  or  20  years. 
Strictly  speaking,  of  course,  the  laws 
physics  aren't  up  for  repeal,  but  it  sure 
2ms  that  way  at  times.  Thirty  years 
o,  Intel  Corp.  Chairman  Gordon  E. 
oore  observed  that  the  density  of  com- 
ter  chips  was  doubling  every  year  or 

While  Moore  himself  has  wavered 
ely — "I  think  that  the  rate  of  evolu- 
m  is  going  to  be  much  slower  than 
:'ve  seen  it  in  the  past,"  he  said  last 
ar — his  observation  has  proven  accu- 
:e  for  so  long  that  it  has  been 
>r  as  Moore's  Law. 
rechnology  com- 
nies  are  bet- 


ting big  money  that  Moore's  Law  and 
other  formulations  of  progress  will  con- 
tinue to  hold  true.  "I  firmly  believe  it's 
going  to  happen,"  says  Robert  W. 
Lucky,  vice-president  for  applied  re- 
search at  Bellcore,  the  research-and-de- 
velopment  consortium  of  the  Baby  Bells. 
"If  you  don't  believe  it,  you  make  the 
wrong  investment  decisions." 

For  sure.  While  lots  of  companies 
have  gone  down  in  flames  by  betting 
on  immature  technologies,  waiting  can 
be  just  as  costly.  At  AT&T's  Bell  Labor- 
atories in  the  mid-1970s,  Lucky  helped 
design  a  switch  that  would  handle  calls 
in  digital  code.  AT&T  de- 
cided not  to  manufacture 
it,  though,  arguing  that 
anything  a  digital  switch 
could  do,  an  analog 
switch  could  do  more 
cheaply.  They  were 
right — briefly.  But 
within  a  couple  of 


years,  digital  had  the  edge.  Canada's 
Northern  Telecom  Ltd.  beat  AT&T  to 
the  market  with  a  digital  switch  and 
gained  nearly  half  the  LI.  S.  central-of- 
fice switch  market,  which  it  retains  to 
this  day.  Now  the  battle  is  moving  to 
Asynchronous  Transfer  Mode  switches 
(page  72),  which  will  adeptly  handle  the 
high-speed  flows  of  video  and  data. 

A  corollary  to  Moore's  Law  of  chip  ad- 
vancement is  that  progress  in  software 
lags — sometimes  painfully — behind 
hardware.  Programming  for  handwriting 
recognition  is  a  case  in  point.  Former 
Apple  Computer  Inc.  Chairman  John 
Sculley  drew  widespread  ridicule — in 
Garry  Trudeau's  Doonesbury,  among  oth- 
er places — by  trotting  out  the  Newton 
personal  digital  assistant  before  its  soft- 
ware was  capable  of  distinguishing  "A- 
bomb"  from  "elbow."  Sculley's  impa- 
tience was  typical:  No  matter  how 
rapidly  enabling  technologies  advance, 
it's  never  fast  enough  for  businesspeo- 
plc  hoping  to  score  a  market  victory  with 
a  technological  deus  ex  machina. 

Slowly  but  surely,  software  technology 
is  improving.  Programmers  will  conquer 


Wireless  connections 
keep  you  in  touch 
when  there's  no  i 
wall  jack  in  sight  I 


storage,  better 
re  paving  the 
denser  storage 
er  retrieval 


Programmable 
software  agents  will 
do  the  grunt  work 
for  you — like 
searching  databases 
or  sorting  your  e-mai 


J 


One  payoff  of 
object-oriented 
programming  will 
be  a  far  "friendlier" 
user  interface 


T  H  E      E  N  A  B  LING  TECHNOLOGY 


handwriting  some  day.  Mean- 
while, researchers  are  con- 
cocting whole  new  kinds  of 
software  such  as  "agents"  that 
will  assemble  a  personalized 
newspaper  or  TV  show  for 
yon  by  snatching  passing  traf- 
fic on  the  Infobahn.  At  Mas- 
sachusetts Institute  of  Tech- 
nology's Media  Lab,  assistant 
professor  Pattie  Maes  is  tak- 
ing a  first  step  by  working  on 
agents  that  screen  and  priori- 
tize elc<  tronic  mail. 

This  year's  most  vexing 
technological  challenge  is  "video-on-de- 
mand," which  would  let  sofa  spuds 
watch  any  movie,  any  time.  Delivering 
on  that  promise  turns  out  to  require 
technologies  that  are  not  quite  ready  for 
prime  time.  For  instance,  storing  a  mo- 
vie digitally  on  a  disk  is  far  more  cost- 
ly than  keeping  it  in  analog  form  on  a 
videocassette  tape.  And  building  a 
switched  network  for  sending  custo- 
mized feeds  to  each  household  is  astro- 
nomically more  expensive  than  the  tree- 
and-branch  distribution  system  of  todays 
typical  cable-TV  operator.  Time  Warner 
Inc.  is  discovering  as  much  in  its  "full- 
service  network"  trial  in  Orlando,  which 


VIRTUAL  CADAVERS 

MED  STUDENTS  WILL  GET  A 
LEG  UP  ON  ANATOMY  CLASS 
WITH  "DATA  GLOVES" 

is  being  delayed  six  months  or  more,  to 
late  this  year. 

Of  course,  a  bit  of  overreaching  is 
healthy.  The  pursuit  of  profit  drives 
companies  to  attempt  the  impossible. 
Then  it's  up  to  the  scientists  and  engi- 
neers to  rescue  the  overpromising  CEO 
from  disaster  by  pushing  the  technolo- 
gies forward  with  all  their  might.  Some- 
times the  progress  they  make  is  stun- 
ningly rapid.  The  race  for  cheap, 


compact  data  storage  is  a  case 
in  point.  Today's  silvery  op-  j 
tical  disks — storing  every-  • 
thing  from  video  games  to  i 
encyclopedias — are  limited 
because  the  tiny  lasers  that 
read  them  can't  focus  on  data 
that  are  packed  too  tightly.  To  j 
increase  storage  density,  re- 
searchers are  developing  la- 
sers   with    shorter  wave- 
lengths— "blue"  lasers,  in  the 
lingo — that  can  focus  on 
smaller  dots  on  the  disk.  NEC 
Corp.  estimates  that  blue  la- 
sers will  more  than  quadruple  capacity 
within  five  years. 

Blue  lasers  are  only  the  short-term  so- 
lution for  data  storage.  The  21st  centu- 
ry solution  is  pure  blue  sky:  One  con- 
cept, pioneered  by  IBM,  involves  using 
lasers  to  tweak  individual  molecules  in  a 
crystal.  If  the  technique  can  be  refined, 
it  could  allow  a  trillion  characters  to  be 
stored  in  a  block  the  size  of  a  sugar 
cube.  In  an  even  more  radical  concept, 
researchers  from  Nippon  Telegraph  & 
Telephone  Corp.  are  exploring  how  to 
craft  molecular-scale  disk  drives  that  spin 
by  the  same  principle  as  the  propeller- 
like tails,  or  flagella,  of  some  bacteria. 
Don't  count  on  seeing  flagella  in  your 
local  Radio  Shack  any  time  soon — this 
kind  of  work  is  strictly  R&D. 

Construction  of  the  Information 
Superhighway  will  demand  innovation 
on  many  fronts,  including  storage, 
switching,  display,  and,  importantly,  com- 
pression. Today's  leading  standard  for 
compression  of  video,  MPEG,  is  based 
on  the  work  of  a  French  mathematician 
named  Baron  Jean  Baptiste  Joseph 
Fourier,  who  died  in  1830.  A  genius,  to 
be  sure — but  how  could  Fourier  have 
known  that  someday  people  would  ap- 
ply his  theories  to  digitally  squeezing 
Roseau  fie  and  America  s  Funniest  Home 
Videos?  Further  breakthroughs  in  video 
compression  may  depend  on  new  math- 
ematical concepts  such  as  wavelets — or, 
someday,  artificial  intelligence  that 
crudely  "understands"  what  it's  seeing 
in  order  to  store  it  more  compactly.  For 
instance,  a  common  backdrop  could  be 
stored  once,  instead  of  rerecorded  every 
time  it  appears. 

Sometimes,  critical  technologies  for 
the  Information  Age  emerge  straight 
from  the  world  of  physics.  That  was  the 
case  with  the  transistor,  which  laid  the 

A  FISTFUL  OF  LASERS 

BELLCORE'S  LUCKY  SAYS 
THE  PACE  WON'T  SLACKEN 
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nerstone  of  electronics  nearly  50  years 
).  This  year,  there's  another  potential- 
explosive  physics  breakthrough:  "giant 
ignetoresistance,"  an  ultrasensitivity 
tiny  magnetic  fields.  Although  the 
>perty  was  first  noticed  in  the  lab  only 
years  ago,  IBM  and  other  companies 
:  already  exploiting  it  for  prototype 
k  drives.  The  first  giant  magnetoresis- 
lce  product  has  hit  the  market:  a 
isor  from  an  Eden  Prairie  (Minn.) 
npany,  Nonvolatile 
ectronics  Inc.,  that 
lid  be  used  in  prod- 
ts  ranging  from  cars 
hearing  aids, 
iut  breakthroughs 
fundamental  phys- 
are  rare.  More  com- 
mly,  info  technolo- 
ts  progress  in  baby 
ps,  building  on  pre- 
ius  work  and  imag- 
itively  skirting  ob- 
cles  rather  than 
kling  them  head- 
,  Intel's  Moore  calls 
;  end-run  approach 
everness"  and  says 
iccounts  for  more  of 
:  improvement  in 
p  performance  over 
;  past  30  years  than 
;ger  chips  or  small- 
circuits. 

iellcore  researchers 
larles  Brackett  and 
itthew  Goodman 
:  trying  to  employ 
verness  for  all-opti- 
Information  Super- 
;hway  networks, 
lese  would  use  light 
lses  from  end  to 
d,  with  no  conver- 
n  to  electricity  to  complicate  the  job 
relaying  mixed-analog  and  digital  traf- 
.  The  scientists  aren't  trying  to  build 
tical  networks  that  mimic  electronic 
es  with  big,  centralized  switches.  Nor 
:  they  embracing  the  wishful  scenar- 
— advanced  by  writer  George  Gilder, 
long  others — that  all  conversations 
aid  be  broadcast  simultaneously  over 
er,  with  receivers  snatching  the  ones 
ended  for  them  out  of  the  silent  din. 
itead,  the  50-person  Bellcore  team  en- 
ions  a  setup  in  which  signals  are  for- 
rded  along  by  simple  devices  on  the 
sis  of  the  wavelength — or  color — of 
;ir  light. 

5uch  engineering  savvy  isn't  the  ex- 
lsive  property  of  $1  billion-a-year  op- 
tions like  Bellcore.  Next  time  you're 


in  Brooklyn,  hop  the  D  train  to  Brighton 
Beach  to  see  how  one  tiny  company  is 
exploiting  advances  in  wireless  with  a 
two-way  network  that  competes  with 
cable  television.  Gellular  Vision  of  New 
York  is  broadcasting  43  TV  channels  at 
27.5  billion  cycles  a  second.  This  ex- 
tremely high  frequency,  mostly  unoccu- 
pied, allows  for  higher  fidelity  than  stan- 
dard broadcast  channels.  Cellular 
Vision's  opponents  presented  engineer- 


ARTIFICIAL-LIFE  FORMS 

AT  MIT,  MAES  IS  CREATING 
"SOFTBOTS  "— PROGRAMS 
THAT  MAY  DO  SUCH  TASKS 
AS  SIFT  THROUGH  E-MAIL 

ing  studies  claiming  that  the  system 
wouldn't  work.  Bernard  Bossard,  the  in- 
ventor, refuted  them — first  on  paper, 
then  by  building  a  working  system. 
With  the  backing  of  such  investors  as 
Bell  Atlantic  Corp.  and  Philips  Electron- 
ics, Cellular  Vision  has  a  license  to  ex- 
pand throughout  New  York  and  its 
northern  suburbs. 

Picking  such  winning  ideas  is  getting 
harder  than  ever  as  technologies  and  in- 
dustries converge  in  the  digital  age. 
Much  current  innovation  involves  cross- 


fertilization,  as  televisions,  telephones, 
computers,  and  wireless  communications 
devices  gravitate  to  the  same  digital 
realm.  That's  speeding  up  progress  and 
making  it  less  linear — i.e.,  less  predict- 
able— at  the  same  time.  Patrick  Griffis, 
vice-president  of  the  Business  &  Engi- 
neering Center  of  Matsushita  Electric 
Corp.  of  America,  likens  the  technolog- 
ical atmosphere  to  the  instability  of  an 
animal  population  when  its  fertility  rate 
is  pushed  too  high. 
Says  Griffis:  "We've 
entered  a  period  of 
chaos.  The  event  hori- 
zon is  getting  shorter 
and  shorter." 

Aswirl  in  the  mael- 
strom of  bits,  bytes, 
and  gigahertz,  it's  easy 
to  forget  that  the  pur- 
pose of  all  these  ena- 
bling technologies  is 
to  bring  forth  some- 
thing worth  having.  In 
the  end,  the  actual 
use  is  often  far  differ- 
ent from  the  planned 
one.  A  communica- 
tions protocol  that  was 
designed  for  a  net- 
work that  would  be 
less  vulnerable  to  nu- 
clear attack  has 
evolved  into  the  Inter- 
net, which  today  pri- 
marily carries  e- 
mail — the  global  digi- 
tal coffee  klatsch  of 
the  '90s.  Nothing 
wrong  with  that,  of 
course;  people  bend 
technology  to  their 
needs.  To  take  an- 
other example,  neural 
networks — rough  analogs  of  the  human 
brain — are  being  tested  by  the  U.  S. 
Postal  Service  to  read  handwritten 
Zip  Codes  that  conventional  scanners 
don't  get. 

Sloppy  writers  never  need  know  that 
a  neural  network  is  cleaning  up  after 
them.  The  more  powerful  technologies 
become,  the  more  they  blend  into  the 
background:  T hink  of  the  memory-gob- 
bling Windows  program  from  Microsoft 
Corp.,  whose  entire  purpose  is  to  con- 
ceal the  idiosyncrasies  of  computer  ar- 
chitecture from  the  innocent  non-techie 
user.  In  the  1990s  and  beyond,  informa- 
tion technologies  will  grow  so  powerful 
that  they  may  eventually  fade  from  view 
like  the  Cheshire  Cat,  until  only  the 
grin  is  left.  □ 
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Think  of  it  as  the  Macintosh 
for  people  who  thought  they  could 
never  have  a  Macintosh. 


Check  your  preconceptions  at  the  door. 

This  isn't  just  a  new  family  of  Macintosh 
lersonal  computers.  It's  a  whole  new  kind 
)f  personal  computer. 

A  new  architecture.  A  new  chip.  A  new 
itandard  that  exceeds  previous  personal 
:omputing  standards  -  yet  works  with  DOS, 
Windows  and  Macintosh. 

Introducing  Power  Macintosh"  It's  more 
lowerful  than  a  Pentium  processor- based 
X.  It's  more  human  than  a  Macintosh, 
t's  the  most  powerful  line  of  personal  com- 
iuters  in  the  world. 

The  power  of  Apple,  IBM 
and  Motorola. 

At  the  heart  of  Power  Macintosh  is  the 
^werPC  "  601  microprocessor:  the  first  of 
^^•-"v  a  new  family  of  ultra-high- 
^    tgjb*.         performance  RISC 
^k±^g00^   chips  developed  in  a 
unique  three-year  collab- 
oration between  Apple, 
IBM  and  Motorola. 
The  RISC  technology  of  Power  Macintosh 
)rings  a  whole  new  level  of  performance  to 
)ersonal  computing.  Software  written  to 
ake  advantage  of  its  unique  new  capabili- 
ies,  in  fact,  will  run  significantly  faster 

■I 

han  the  same  programs  written  for  486 
)r  Pentium  processor-based  PCs. 


■mm  left,  the  new  Power  Macintosh  8100/80,  Power  Macintosh 
100/66  and  Power  Macintosh  6100/60 


Ik  PowerPC  601  has  a 
Ot  of  power  inside  it  the 
vmbmed  resources  of 
'BM,  Motorola  anil  Apple. 


Combine  the  power  of  RISC  with  the 
practical  simplicity  of  a  Macintosh  person- 
al computer,  and  the  result  is  more  work 
done  in  less  time,  with  lower  support  costs. 

The  power  to  run  MS-DOS, 
Windows  and  Macintosh  software. 

Many  Power  Macintosh  configurations 
come  bundled  with  SoftWindows"  from 
Insignia  Solutions,  an  innovation  that  lets 
Power  Macintosh  run  hundreds  of  off-the- 
shelf  MS-DOS  and  Windows  applications 
at  386  and  486  performance  levels.  (Of 
course,  Power  Macintosh  runs  thousands  of 
Macintosh  productivity  programs,  too.) 

This  is  just  the  most  recent  example  of 
Apple's  commitment  to  making  it  easier  for 
MS-DOS  and  Windows  users  to  take  advan- 
tage of  Macintosh  innovations. 

The  power  of  RISC  for 
as  little  as  $1,819.' 

These  days,  the  whole  personal  com- 
puter industry  is  buzzing  about  the  poten- 
tial of  RISC  processor  technology  in  PCs. 

"My  next  computer 
will  be  a  PowerPC.  I  was 


using  Intel-based  machines  long  before 
the  PC  was  a  glimmer  in  IBM's  eye,  but  as 
Emerson  said,  foolishly  held  consistency  is 
the  hobgoblin  of  little  minds....  It's  time  for 
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Ml  this  pins  built-in  Macintosh  PC  Exchange.  AppleScript, ' 
QuickTime  software,  TrueType  louts,  16-bit  stereo  sound,  file 
sharing  ami  more 

a  change,  and  the  time  is  now,"  wrote  Bill 
Machrone  in  PC  R^.'That  next  machine 
will  probably  wear  an  Apple  logo....  Apple 
appears  to  be  a  good  six  months  ahead  of 
IBM  in  terms  of  [PowerPC]  product  devel- 
opment and  software  integration." 

Call  800-732-3131,  extension  600,  for 
the  name  of  your  authorized  Apple  reseller. 

And  find  out  about  the  power  that  will 
change  the  way  you  think  about  Macintosh. 
WBUm  The  power  to  be  your  best '. 


Introducing  Power  Macintosh. 


_  tt 

Apple  m 


tit,  V 14/94  Apple  Price  includes  the  {'rarer  \Uunttush  ultiil/uthntb  X.\M  of  memory  and  a  IMMIS  Ixirtl  ,/me  Fur  Hie  uite  of custom  ivrifigurution  keyboard,  monitor  and  mouse  are  mid separately  I  nless  bundled  trtlh  u  particular  crinlit'u  ration  SofPXmdnirs  mm!  be  ptnrhavd  separately 
■il  prices  nun  run  (lefierrditif;  an  location  &I994  typle  Computer  Inc  All  ne-bk  resened  typte  Ilk-  \ppleIoffi  Uaantusb  and  /be [xwvr  In  Ik-  your  Ixst  are  tiered  trademarks  of  Apfile  Computer,  trie  AfipleScrtpt  Macintosh  PC  Esclkin^e  I'tarer  Macintosh  QuickTime  ami  Iruehpe  are 
'emarks  of. Apple  Computer,  Inc  PowerPC  ts  a  trademark  of  International  Business  Madam  Corjioralion  used under  license  llx-refrom  Wmdous  h  a  trademark  of  Microsoft  Corporation  and  SoftWtndous  c  a  Inulemark  <if  Microsoft  O-rfxiralinn  uwl  under  license 


T  H  E     E  N  A  B  L  I  N  G  TECHNOLOGY 


CUTTING  EDGE 


THE  KEYS 

TO  THE  FUTURE 


Nothing  is  final.  Better  mousetraps 
come  along  all  the  time — not  in 
one  neat  package,  necessarily,  but  bit  by 
bit.  Here  s  the  shape  of  things  to  come:  The 
10  critical  technologies  of  tomorro  w 

HARDWARE 


Semiconductors 


For  20  years,  the  Information  Revo- 
lution has  been  built  on  sand — silicon- 
based  chips,  that  is.  Each  year,  by  cram- 
ming more  circuits  on  a  memory  or 
microprocessor  chip,  engineers  have 
made  computing  technology  cheaper, 
more  plentiful,  and  more  adaptable  to 
new  uses.  Without  those  annual  im- 
provements, the  spread  of  information 
technology  would  slow,  and  new  appli- 


cations just  slightly  beyond  our  grasps — 
accurate  weather  forecasts,  inter- 
active TV,  or  computers  that 
inderstand  whatever  you  say,  for  ex- 
ample— might  not  be  practical. 

Until  recently,  scientists  had  nagging 
doubts  about  the  future  of  silicon.  They 
feared  that  by  around  2000,  they  would 
run  up  against  physical  barriers — a  size 
below  which  silicon  transistors  couldn't 
work.  That  would  require  shifting  to 
other,  more  costly  materials.  But  that 
supposed  size  limit  has  now  been  lift- 
ed by  new  research  at  AT&T  Bell  Labor- 
atories, Hitachi,  NEC,  Toshiba,  and  oth- 
er labs.  "As  far  as  we  can  see,"  says  Paul 
M.  Horn,  IBM's  director  of  silicon  tech- 
nology research,  "there's  no  science  lim- 
it for  the  next  30  years." 

In  other  words,  chipmakers  will  con- 
tinue doing  what 
they  have  always 
done:  divining  ways 
to  scoop  out  ever-ti- 
nier trenches  for  the 
pipelines  that  carry 
data  around  silicon 
real  estate.  The 
more  plumbing 
that's  buried  in  each 
silicon    plot,  the 


more  magnificent  the  edifices  that  elec- 
tronics engineers  can  erect  for  crunch- 
ing numbers,  routing  telecommunica- 
tions traffic,  or  presenting  a  friendly  face 
to  users.  Smaller  is  thus  always  better — 
yet  never  good  enough. 

The  progress  so  far  has  been  astound- 
ing. When  Intel  Corp.  developed  rhe 
microprocessor  in  1971,  the  year  after  it 
invented  the  dynamic  random-access 
memory  (DRAM)  chip,  the  state  of  the 
chipmakers'  art  enabled  engineers  to  lay 
down  lines  that  were  6.5  microns  (mil- 
lionths  of  an  inch)  wide.  That  yielded 
2,300  transistors  on  a  chip  the  size  of  a 
thumbtack.  Memory  chips  held  1,024 
bits,  and  microprocessors  were  capable 
of  slowly  crunching  eight  bits  of  data  at 
a  time.  Seven  technology  generarions 
later,  chipmakers  are  etching  circuits  that 
are  just  0.5  microns  across,  making  it 
possible  to  cram  up  to  35  million  tran- 
sistors on  a  chip.  The  result:  DRAMs  that 
can  store  16  million  bits  of  data  and  64- 
bit  microprocessors  that  are  550  times 
as  powerful  as  the  first  Intel  chip,  or 
about  the  speed  of  a  1986-vintage  IBM 
3090  mainframe. 

What's  in  store?  A  continuing  expo- 
nential growth  in  processing  speed  and 
storage  capacity:  In  reducing  line  width 
by  50%,  the  number  of  possible  transis- 
tors doesn't  just  double — it  jumps  more 
than  tenfold.  And  as  the  circuitry  gets 
more  dense,  you  get  another  perfor- 
mance boost:  With  everything  scninched 


PUSHING  THE  STATE  OF  THE  ART 


1993 

1996 

1999 

2002 

SMALLEST  LINE  WIDTH  (MICRON) 

o.s 

0.35 

0.25 

O.I  8 

DRAM  CAPACITY  (MEGABITS) 

16 

64 

256 

1,024 

MICROPROCESSOR  SPEED  (MEGAHERTZ) 

ISO 

300 

400 

SOO+ 
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sr  together,  signals  can  zip  more 
kly  between  transistors,  so  the  mi- 
rocessor's  heartbeat,  or  clock  speed, 
be  increased.  Just  a  couple  of  years 
the  microprocessors  in  most  per- 
il computers  ran  at  25  megahertz. 
v,  Intel  Pentium  chips  run  at  100 
,  while  Digital  Equipment  Corp.  s 
diest  Alpha  chip  cruises  at  190  mhz. 
for  reduced  instruction-set  comput- 
(RISG)  chips  such  as  Alpha  or  the 
/Motorola  PowerPC,  speeds  could 
100  mhz  by  decade's  end  and  500- 
mhz  in  2002. 

>r  the  foreseeable  future,  at  least,  it 
ns  that  silicon  will  be  able  to  match 
leeds  of  an  increasingly  demanding 
ket.  We'll  move  from  today's  16- 
;abit  DRAM  chips  to  64  megabits, 
then,  around  1999,  to  256.  And  the 
next-century  memory  chips  will 
i  an  incredible  one  billion  bits  of 
— eight  such  chips  could  hold  the 
iclopedia  Britannica.  Applying  this 
making  technology  to  microproces- 
will  yield  chips  as  powerful  as  an 
y-level  Cray  3  supercomputer  from 
/  Research  Inc.  But  the  chip  will 
a  few  hundred  dollars,  not  a  few 
on.  So  whatever  tasks  get  dreamed 
or  tomorrow's  computers,  silicon  has 
horsepower. 

By  Otis  Port  in  New  York 


Optoelectronics 


ill  it  the  invisible  backbone  of  the 
rmation  Age.  Every  melody  from  a 
player,  every  voice  over  long-dis- 
e  phone  lines,  each  page  from  a  la- 
printer  comes  to  you  courtesy  of  a 
itous  marriage  of  light  and  electric- 
tnown  as  optoelectronics.  Without 
underlying  technology,  "there 
ldn't  be  an  information  infrastruc- 
,"  says  Edmond  J.  Thomas,  execu- 
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LIGHTING  THE  WAY 


U.S.  SALES  OF 
OPTOELECTRONIC 
COMPONENTS 
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tive  vice-president  for 
science  and  technolo- 
gy at  Nynex  Corp. 

Right  now,  fiber  op- 
tics is  making  the 
biggest  difference  in 
telecommunications. 
Sophisticated  lasers 
transform  electrical 
representations  of  con- 
versations, faxes,  or 
data  into  pulses  of 
light,  which  speed 
through  the  fiber  to 
their  destinations,  where  they  are  con- 
verted back  into  electricity.  Today's  most 
capable  fiber  telephone  lines  can  carry  a 
gigabit  or  two  of  information — roughly 
an  Encyclopedia  Britannica — in  a  second. 
That's  a  10,000-fold  improvement  on 
copper. 

The  total  market  for  optoelectronic 
components  is  relatively  small,  now  con- 
sisting mostly  of  flat-panel  displays  in 
laptop  computers.  But  without 
components  such  as  a  $2  laser 
in  a  CD  player,  entire  catego- 
ries of  products  would  be 
impossible  to  build.  That's 
why  the  U.  S.  Optoelectron- 
ics Industry  Development  Assn. 
(OIDA)  says  the  technology  is  re- 
sponsible  for  markets  worth  $50 
billion  today — and  more  than 
$200  billion  within  a  decade. 

Researchers  continue  to  push  the 
optoelectronic  envelope.  By  record- 
ing information  as  holograms  or  using 
so-called  blue  lasers  with  shorter  wave- 
lengths to  read  more  tiny  "spots"  on  a 
disk,  scientists  may  create  devices  with 
unheard-of  storage  capacity.  Scientists 
now  predict  they'll  be  able  to  pack  per- 
haps 18  trillion  bits  of  data  on  a  single 
12-inch  platter  (page  63).  With  new  la- 
sers and  optical  switches,  they're  pump- 
ing data  over  fiber  at  10  gigabits  per  sec- 
ond and  figure  on  hitting  100. 

What  this  could  mean  is  an 
explosion  of  low-cost,  high- 
speed communications  capacity  and  the 
ability  to  store  floods  of  digitized  video 
and  sound — two  key  components  of  the 
Information  Superhighway.  But  there's 
a  catch:  cost.  "Much  of  the  current  ef- 
fort is  aimed  at  driving  the  cost  down — 
in  some  cases,  down  two  orders  of  mag- 
nitude [by  a  factor  of  100],"  says  Davis 
Hartman,  head  of  an  optical  intercon- 
nection research  group  at  Motorola  Inc. 

Breakthroughs  in  manufacturing 
would  help.  One  possibility,  being  de- 
veloped by  startup  Photonics  Research 
Inc.  in  Longmont,  Colo.,  is  fashioning 
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entire  arrays  of  hun- 
dreds of  lasers  on  a 
single  wafer,  instead  of 
individual  devices. 
Such  arrays  not  only 
cut  costs  greatly  but 
also  offer  better  perfor- 
mance in  everything 
from  printers  to  high- 
capacity  networks.  At 
the  Naval  Research 
Laboratory,  research- 
ers have  etched  pat- 
terns directly  onto  op- 
tical fibers  as  the  glass  is  being  made. 
The  result  is  an  inexpensive  optical  sen- 
sor that  can  be  threaded  through  plane 
wings  or  skyscraper  walls  to  warn  of 
stresses  and  strains.  With  such  advances 
on  the  horizon,  the  role  of  fiber  optics 
will  become  anything  but  invisible. 

By  Jo/in  Carey  in  Washington 


Parallel  Processing 


You  and  10  friends  could  paint  your 
house  a  lot  faster  than  you  could  paint  it 
by  yourself,  right?  If  you  understand  the 
logic  of  teaming  up  to  compress  the 
time  it  takes  to  get  a  job  done,  you've 
already  got  the  basic  idea  behind  par- 
allel processing,  the  key  technology 
pushing  the  power  curve  on  upcoming 
generations  of  large-scale  computers. 

The  appetite  for  computer  power  re- 
mains boundless.  Today,  the  digitaliza- 
tion  that  is  converting  TV,  movies,  mag- 
azines, and  phone  calls  into  the  Is  and 
0s  of  computers  is  putting  undreamed-of 
demands  on  computing  hardware.  Even 
the  most  powerful  supercomputer  pro- 
cessor alone  is  no  match  for  the  job. 
Which  is  why  parallel  processing  will  be 
a  critical  technology  in  making  multi- 
media and  the  Information  Superhigh- 
way move  from  hype  to  reality. 

In  parallel  processing,  computer  archi- 
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:cts  achieve  Superhighway 
>eeds  by  lashing  together 
lywhere  from  a  couple  to 
iany  hundred  processors  and  pro- 
•amming  them  to  work  in  concert.  Soft- 
are  divvies  up  tasks  among  all  the  pre- 
ssors— much  as  you  might  ask  Ed  to 
aint  the  porch  while  Sue  starts  on  the 
indow  frames.  The  trouble  is,  coordi- 
ating  those  processors — making  sure 
lat  the  right  processor  gets  the  right 
lece  of  information  at  the  right  time — 
tough. 

But  progress  is  being  made.  Just  a  few 
;ars  ago,  parallel  processing  was  the 
rovince  of  scientists  and  engineers, 
ow  it  is  moving  into  the  mainstream, 
'imarily  for  applications  that  require 
jge  databases.  Wall  Street  firms  are 
>ing  parallel  computers  to  tear  through 
al-time  data  to  evaluate  financial  in- 
ruments.  Wal-Mart  Stores,  Hallmark 
ards,  and  American  Express  are  track- 
g  the  daily  spending  patterns  of  thou- 
mds  of  consumers.  And  companies 
ich  as  Bell  Atlantic  Corp.  are  using 
lassively  parallel  computers  to  act  as 
,'ideo  servers"  as  the  companies  begin 
i  test  video-on-demand. 
In  the  not-too-distant  future,  parallel 
lachines  may  be  the  only  form  of 
ipercomputers,  mainframes,  or  high- 
id  network  servers  that  survive.  IBM 
cently  brought  out  its  first  parallel-ar- 
litecture  mainframe  and  sells  massive- 
parallel  machines  for  engineering, 
'ther  major  computer  makers — includ- 
ig  Unisys,  Hewlett-Packard,  Silicon 
raphics,  and  Sun  Microsystems — are 
vitching  to  parallel  computers,  too.  "At 
ast  in  advanced  computing,"  says  in- 
ustry  analyst  Gary  Smaby  of  the  Sma- 
y  Group,  "there  won't  be  anything  that 
n't  parallel  processing  in  the  next  three 
»  five  years." 

Eventually,  parallel  computing  will 
love  to  the  desktop.  Already,  some  or- 
mizations  are  using  networks  of  work- 
ations  to  simulate  one  giant  parallel 
tachine,  running  big  database  programs 
"  crunching  scientific  equations  when 
ley  are  idled  at  night.  And  single  PCs 
lay  need  parallel  power  to  keep  up 
ith  demanding  applications,  such  as 
)eech  recognition.  Engineers  at  Intel 
orp.  say  there  are  no  hardware  barriers 
>  linking  multiple  microprocessors  on 
single  chip.  That  holds  out  the  prom- 
e  of  an  intriguing  technological  oxy- 
loron — a  single/multiprocessor.  Sounds 
eird,  but  it  could  give  computers  the 
ower  to  keep  the  Information  Revolu- 
on  churning. 

By  Russell  Mitchell  in  San  Francisco 


Can  conventional  disk  drives — the  de- 
vices that  have  been  keeping  data  on 
magnetic  platters  for  the  past  20  years — 
keep  up  with  the  demands  of  the  In- 
formation Superhighway?  After  all,  a  sin- 
gle digitized  movie  takes  about  2  billion 
bytes  to  store,  and  the  typical  personal- 
computer  hard  disk  stores  only  210 
megabytes. 

The  answer:  yes.  If  routine  technical 
improvements  stay  on  track,  by  1996  it 
will  be  common  to  have  inexpensive 
hard-disk  drives  with  a  billion  bytes  of 
capacity  in  desktop 
PCs.  After  that,  there 
will  be  an  extra  boost 
in  bytes  from  ultra- 
sensitive recording 
heads  that  use  an 
electrical  phenomenon 
called  magnetoresis- 
tance  (MR)  to  pack 
data  more  densely  on 
the  disk.  MR — so  far 
made  only  by  IBM — 
has  doubled  the  pace 
of  storage  capacity 
improvements  since 
1992.  Now,  most  drive- 
makers  are  experimenting  with  "giant 
MR,"  which  could  boost  storage  density 
thirtyfold  by  the  year  2000. 

Mechanics  and  materials  are  improv- 
ing, too.  More  precise  positioning  mech- 
anisms will  allow  heads  to  fly  closer  to 
the  disk  surface  to  read  denser  data. 
Drivemakers  such  as  Seagate  Technolo- 
gy Inc.  are  trying  out  ceramic  and  glass 
disks,  which  are  harder  and  flatter — so 
more  can  fit  in  one  drive  disk  stack. 


A  GIGABYTE  ON  EVERY  DESK 


▲  BILLIONS  Of  BYTES 


Storing  multimedia  images,  as  well  as 
spreadsheets  and  e-mail,  presents  spe- 
cial challenges.  As  drives  warm  up,  they 
interrupt  data  flows  briefly  to  adjust  re- 
cording-head position.  Nobody  notices 
such  delays  with  conventional  data.  But 
interrupting  continuous  streams  of  video 
means  blurry  pictures.  So  Quantum 
Corp.  and  Hewlett-Packard  Co.  have 
designed  drives  that  calibrate  heads  with 
no  delays. 

Diskmakers  have  other  tricks,  too. 
Faster  controller  chips  and  a  new  digital 
formatting  scheme  will  team  up  to  move 
data  faster  from  disk  to  screen.  The  data 
may  come  from  multiple  drives  in  one 
big  box,  called  disk  arrays.  These  de- 
vices are  popular  in  data-processing 
shops  and  can  economically  store 
the  data  needed  for  instant  video-on- 
demand. 

Back  on  your  desktop  computer,  big 
improvements  in  CD-ROM  drives  are  in 
the  works.  First,  Japanese  component 
makers  are  working  on  lighter  laser 
heads  that  can  be  moved  more  quickly 
across  a  disk.  An  even  bigger  boost  will 
come  from  spinning  disks  faster — to  en- 
able a  CD-ROM  to  handle  up  to  six 
times  the  150  kilobytes  a  second  the  ba- 
sic CD  churns  out  now.  Also  on  tap:  la- 
sers using  narrow  blue  beams  to  read 
denser  data  than  red  lasers  can  handle 
(page  61). 

In  short,  diskmakers  are  determined 
to  prove  that  their  technology  has  a  lot 
of  life  left.  Says  IBM  Vice-President 
Christopher  Bajorek: 
"We're  probably 
decades  away  from 
any  fundamental  ob- 
stacles that  would  in- 
hibit the  progress  of 
these  technologies." 

Indeed, even  in  the 
age  of  video-on-de- 
mand, disks  will  re- 
main the  workhorses 
of  the  Information 
Revolution.  And  oth- 
er forms  of  storage 
won't  go  away,  either: 
When  a  customer  or- 
ders up  a  movie,  it  will  be  copied  from 
disk  arrays  onto  high-speed  semiconduc- 
tors. When  the  movie  isn't  likely  to  be 
viewed  often,  it  will  be  erased  from  the 
disk  and  transferred  to  tape.  Predicts 
Dataquest  Inc.  analyst  J.  Philip  Devin: 
"The  whole  storage  industry  is  going  to 
thrive."  More  important,  so  should  its 
customers. 

By  Robert  D.  Hofin  San  Francisco,  with 
Neil  Cross  in  Tokyo 
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SOFTWARE 


Object  Programming 


When  "object  technology"  emerged 
in  the  1980s,  experts  hailed  it  as  a  way 
to  make  programmers  more  productive, 
speeding  new  applications  to  market 
and  finally  getting  corporate  computer 
departments  caught  up  on  their  back- 
logs. That's  a  pretty  daunting  order  for  a 
fledgling  technology.  Now,  experts  are 
hoping  for  something  more:  They're  fig- 
uring that  object  software  can  play  a  piv- 
otal role  in  making  incredibly  complex 
information  networks  manageable  and 
usable. 


THE  OBJECTIVES  OF  OBJECT  PROGRAMS 


►  Make  program-writing  faster  and  software  more 
reliable  by  using  pre-fab  building  blocks. 

►  Let  different  applications  share  common  functions 

►  Mix  and  match  objects  to  customize. 

►  Break  down  barriers  between  different  applica- 
tions and  types  of  computers. 


ming  and  data,  rather  than  separating 
them  as  in  conventional  programming. 
So  an  object  called  "customer  X"  would 
include  not  only  all  data  about  the  cus- 
tomer but  also  some  computer  code  for 
communicating  with  other  objects.  That 
way  it  can  respond  when  an  object 
called  "marketing  survey,"  asks  for  data 
on  customers.  And  these  objects  can  also 
work  across  networks.  So  a  manufactur- 
er in  England  looking  for  a  better  flame- 
retardant  plastic  might  be  able  to  send 
an  object  around  a  network  to  talk  to 
other  objects  at  research  labs  in  Califor- 
nia   to    find    a    suitable  material. 

As  information  networks  spread  and 
as  more  special-purpose  objects  are 
created,  all  the  computers  on  the  net- 
work gain  new  powers — powers  that  will 
make  it  far  simpler  for  people  to  find 
information  and  do  business  electron- 
ically. A  searcher  object,  asked  to  find 
the  gross  national  product  of 
Peru,  would  relentlessly 
scour  the  network  until 
it  came  to  an  object  that  ' 
"knew"  the  answer.  The 
same  technique  might 
make  it  easy  for  a  chief 
executive  to  glean  impor- 
tant facts  about  a  client  or 
competitor.  "Object  pro- 
gramming is  an  enabling 
technology  for  creating  smart 
software  that 
can  sift 
through  the 
tremendous 
amount  of  informa- 
tion out  there,"  says 
Rick  Jackson,  direc- 
tor of  product  mar- 
keting at  NeXT 
Computer  Inc.  Be- 
fore object  software 
can  do  all  that,  how- 
ever, software  makers 
have  to  work  out  a 


Potel,  vice-president  for  technical  de- 
velopment at  Taligent. 

Why?  Not  only  can  the  new  technolo- 
gy speed  you  to  conventional  comput- 
er information — documents,  reports, 
databases,  and  so  on — but  it  is  far  more 
practical  for  managing  the  pictures,  vid- 
eo, and  sound  of  multimedia,  all  of 
which  can  become  objects.  Another 
huge  benefit:  Objects  promise  to  elimi- 
nate the  need  to  shift  from  one  program 
to  another  when  you  want  to  switch 
tasks.  Each  function — writing  or  calculat- 
ing, say — would  be  an  object,  like  a 
hammer  or  a  screwdriver,  that  you  would 
pick  up  as  needed.  That  will  erase  the 
lines  between  applications — and  the  bar- 
riers to  sharing  information  among  them. 
That  in  itself  would  be  a  revolution: 
computers  that  work  the  way  we  do,  in- 
stead of  requiring  us  to  learn  their  ar- 
cane ways. 

By  Fred  Guterl  in  New  York 


The  idea  behind  object  technology  is 
to  break  computer  programs  up  into 
neat  packages,  called  objects,  which 
then  serve  as  building  blocks  for  larger 
programs.  With  programs  made  of  ob- 
jects, programmers  are  free  to  borrow 
objects  from  other  programs  or  purchase 
them,  rather  than  reinventing  the  wheel 
every  time.  To  add  functions,  they  can 
simply  add  new  objects. 

A  huge  potential  payoff  from  object 
technology  stems  from  binding  program- 


standard  way  of  managing  all  of  the  ob- 
jects on  a  network. 

Software  makers  are  beginning  their 
move  to  object  programming.  Both  Mi- 
crosoft and  Taligent,  a  joint  venture  of 
IBM,  Apple  Computer,  and  Hewlett- 
Packard,  are  developing  object-based 
operating  systems,  expected  sometime 
next  year.  Rather  than  slowly  adopting 
object-programming  techniques,  the  in- 
dustry "should  make  a  complete  change 
to  object-oriented  software,"  says  Mike 


Agents  &  Artificial  life 


What  is  life?  Scientists  and  philoso- 
phers through  the  ages  have  tried  to  an- 
swer that  question  by  listing  what  seems 
to  be  unique  to  living  organisms.  Liv- 
ing things  ingest  food,  for  example, 
grow,  reproduce,  and  finally  die. 

Now  consider  a  computer.  Can  you 
create  a  program  that  embodies  all  of 
the  definitions  of  "alive"?  Researchers 
in  the  field  of  artificial  life  are  doing  just 
that.  Their  efforts  could  lay  the  ground- 
work for  a  new  era  of  amazingly  useful 
information  systems.  Across  the  world, 
programmers  are  creating  artificial  or- 
ganisms from  the  primordial  soup  of  dig- 
ital bits  that  pulse  through  silicon  chips. 
They  float  invisibly  across  the  seas  of 
computer  networks,  feeding  on  data, 
mating  (passing  on  the  characteristics  of 
both  parents  to  their  offspring),  grow- 
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"Interactive  video  games. 
So  we  can  cream  my  cousin  Ralph 
in  San  Diego  at  Sonic  the  Hedgehoc 


There's  been  a  lot  of  hype  about  the  information  superhighway 

But  for  many  companies,  it's  not  just  hype.  They're  on  the  verge  of 
delivering  broadband  services.  And  we're  the  ones  who  are  helping  them  do  it. 

Only  AT&T  Network  Systems  has  the  total  solutions  you  need  to  get  over  the 
formidable  hurdles  associated  with  building  a  new  broadband  network.  From  highly 
trained  salespeople  who  understand  your  business,  to  the  engineering  expertise 
of  Bell  Labs.  From  planning  and  manufacturing  to  installation  and  service.  Plus  the 
systems  integration  to  tie  in  any  mix  of  analog  and  digital,  wired  and  wireless 
networks  and  the  operations  systems  to  manage  them. 

And  we  back  it  all  with  the  reliability  we're  famous  for. 

Thousands  of  people  ready  to  spend  millions 
on  new  services. 
(Our  total  solutions  let  you  deliver,  fast.) 

The  biggest  difference  is  that  when  you  choose  AT&T's  Service  Net-2000 
total  solutions,  you  know  your  investment  is  protected.  We  work  to  bring  you 
products  that  grow  with  your  network.  Like  the  world's  only  evolvable  ATM 
technology- the  AT&T  Globe  View™- 2000  Broadband  System.  It  accommodates 
a  virtually  endless  stream  of  new  services. 

So  you  can  add  capabilities  and  capacity  year  after  year. 

Our  total  solutions  approach  is  why  phone,  cable  and  media  companies  in 
the  U.S.  and  throughout  the  world  have  selected  AT&T  Network  Systems  to  be  their 
strategic  partner.  So  don't  put  your  broadband  network  together  with  just  anybody 
After  all,  people  out  there  are  demanding  new  broadband  services.  With  our 
end-to-end  solutions  in  place,  you  can  start  giving  them  what  they  want  right  away 

Before  somebody  else  does. 


AT&T  SERVICE  NET-2000 


MORE  THAN  JUST  EQUIPMENT 
WHAT  YOU  NEED  TO  COMPETE 


AT&T 

Network  Systems 


THE      ENABLING  TECHNOLOGY 


ing,  learning,  evolving,  and  even  dying 
when  their  utility  has  passed. 

Already,  the  techniques  being  learned 
by  A-lifers  are  changing  the  way  pro- 
grammers build  software.  Rather  than 
writing  programs,  A-life  researchers  un- 
leash "genetic  algorithms,"  strings  of 
computer  code  that  automatically  gen- 
erate new  code  and  can  combine  like 


THE  FRUITS  OF  "ARTIFICIAL  LIFE 


SOFTWARE  "AGENTS"  may  be  able  to  act 
autonomously,  learning  how  to  solve  problems 

SOFTWARE  CODE  that  automatically  evolves 
using  a  "genetic  algorithm" 

COMPLEX  COMPUTER  SIMULATIONS 

will  predict  environmental,  social,  or  biological  trends 

ROBOTS  programmed  to  mimic  the  simple 
reasoning  of  insects  may  "learn"  to  find  their  way 


genes  in  an  organism.  They  may  evolve 
through  random  "mutations"  induced 
by  their  creator  or  by  "mating"  with  oth- 
er successful  programs.  Unsuccessful  off- 
spring are  killed  off. 

Researchers  believe  such  programs  arc 
the  most  efficient  way  to  solve  problems 
with  a  huge  number  of  variables.  "If  you 
can  turn  evolution  loose  on  these  prob- 
lems, you  might  find  solutions  you 
wouldn't  have  thought  of  otherwise," 
says  Christopher  (i.  Langton,  direc-  A 
tor  of  the  artificial  life  program  at  Mm 
the  Santa  Fe  Institute,  a  private  re-  Ip 
search  group.  At  the  Tokyo  Insti-  Ip 
tute  of  Technology,  researchers  are 
building  genetic  algorithms  that  may 
learn  to  schedule  hundreds  of  process-  " 
es  in  a  factory.  Supercomputer  maker 
Thinking  Machines  Corp.  is  testing  a 
genetic  algorithm  program  called  Star- 
Gene  to  sift  thousands  of  pieces  of  data 
on  millions  of  credit-card  users  to  pre- 
dict how  the  cards  will  be  used.  Several 
researchers  are  nurturing  A-life  programs 
to  predict  sw  ings  in  the  stock  market. 

A-life  research  also  promises  advanced 
software  "agents,"  handy  little  programs 
that  someday  will  sit  in  your  computer 
and  assist  with  tasks  such  as  scheduling 
meetings  or  screening  e-mail.  Pattie 
Maes,  a  researcher  at  Massachusetts  In- 
stitute of  Technology's  Media  Lab,  is 
working  on  agents  called  "softbots"  or 
"nobots."  An  e-mail  softbot  might  spot 
patterns  in  the  way  you  screen  your  e- 
mail  and  encode  the  routine  in  soft- 
ware, say  putting  memos  from  the  boss 
on  top. 


Conventional  robots  are  getting  new 
programs  from  artificial  life,  too.  Rod- 
ney Brooks,  a  professor  at  MIT,  is  pro- 
gramming robots  with  the  instincts  of 
an  ant,  so  they  wander  freely,  feeling 
their  way  around  obstacles  or,  if  blocked, 
retracing  their  steps.  Researchers  in  Ja- 
pan are  working  on  programs  that  can 
travel  the  Internet,  following  the  sunset 
around  the  globe  to 
perform  their  tasks 
on  idle  computers 
after  business 
hours. 

Some  researchers 
are  also  exploring 
whole  populations 
of  programs.  Lang- 
ton  has  a  Swarm 
Simulation  System, 
in  which  agents 
learn  to  interact. 
Just  as  an  ant  colo- 
ny seems  to  show 
more  intelligent  be- 
havior than  an  individual  ant,  Langton 
hopes  software  swarms  will  take  on 
more  complex  behaviors. 

Can  such  programs  be  considered 
"alive"?  The  debate  rages.  One  defini- 
tion of  alive,  offered  at  an  A-life  confer- 
ence: "that  which  dies  when  you  stomp 
on  it."  Alive  or  not,  A-life  could  soon 
become  a  tool  in  our  lives. 

By  Richard  Brandt  in  San  Francisco 


Speech  Recognition 


Wouldn't  it  be  great  to  deal  with  a 
computer  on  your  own  terms — say,  by 
talking  to  it?  That  has  been  the  dream 
of  computer  scientists  for  decades. 

Continuous,  speaker-independent 
speech  recognition — where  you  could 
walk  up  to  any  computer  and  have  it  do 
your  bidding,  just  like  on  Star  Trek — still 


remains  elusive.  Today,  software  that 
helps  computers  recognize  any  person's 
voice — speaker  independence — is  lim- 
ited in  vocabulary.  Computers  can 
understand  your  "yes"  or  "no"  when 
you're  asked  if  you  wish  to  accept  charg- 
es for  a  collect  call.  They  can  help  you 
program  your  VCR.  But  programs  with 
big  vocabularies,  such  as  Dragon  Sys- 
tems Inc.'s  60,000-word  dictation  pack- 
age, must  be  "trained"  for  each  user  and 
require  the  speaker  to  pause  after  each 
word. 

With  every  improvement  in  micro- 
processing power,  however,  scientists 
come  closer  to  full  speech  recognition. 
Since  increased  memory  and  faster  pro- 
cessing let  computers  handle  more  var- 
iables, new  systems  don't  need  to  be 
trained  for  every  speaker.  And  imagina- 
tive software  tricks,  such  as  using  con- 
text to  predict  the  next  word  in  a  given 
sequence,  are  improving  accuracy.  "Con- 
text alone  has  made  an  immature  tech- 
nology mature  for  some  applications," 
says  speech  researcher  Kai-Fu  Lee,  Ap- 
ple Computer  Inc.'s  director  of  interac- 
tive media. 

At  IBM  and  elsewhere,  scientists  are 
exploring  programs  that  enable  comput- 
ers to  expand  their  vocabularies  through 
experience — figuring  out,  for  example, 
when  "bad"  comes  to  mean  something 
good.  Another  promising  approach  is  to 
enable  computers  to  discern  inflection, 
as  when  a  speaker's  voice  rises  to  signal 
a  question. 

A  shortcut  is  to  restrict  the  vocab- 
ulary according  to  topic,  such  as 
travel,  weather,  or  sports.  Fidelity 
Investment  Co.,  for  example,  is 
evaluating  speech  systems  that 
will  let  customers  call  in  and  ask 
the  computer  for  quotes  on  mu- 
tual-fund prices,  rather  than  tap- 
ping in  codes  on  a  Touch-Tone 
phone. 

When  will  speech  recognition 
be  reliable  and  economical?  At  the 
current  rate  of  progress,  research- 
ers say  it  will  be  another  decade 
before  speech  recognition  replaces  the 
keyboard  for  most  uses.  Until  then,  it's 
unlikely  that  the  Information  Revolu- 
tion will  reach  all  citizens.  "The  only 
way  that's  going  to  happen  is  for  com- 
puters to  learn  to  understand  what  peo- 
ple say,"  says  George  R.  Doddington, 
the  Advanced  Research  Projects  Agency 
official  who  distributes  government 
money  for  speech  research.  Who  knows? 
A  few  kind  words,  and  computers  might 
really  become  personal. 

By  Ga/y  McWilliams  in  Boston 
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The  SAS  System  for  Information  Deliver)' 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  "islands  of  information "— including 
host  system  files,  flat  files, 
and  corporate  DBMS's  such 
as  DB2 :  ORACLE  : 
and  dBASE 
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An  exclusive  MultiVendor  Architectu 
is  behind  the  SAS  System's  strategy  for 
hardware  independence  Applicatic 
run  the  same  way  across  PCs,  workstatk 
and  host  systems  —  making  true  client/s 
computing  a  reality  while  exploiting  the 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  every  k 
with  the  SAS  System's  strategy  for  interf  | 
versatility.  An  EIS  interface  puts  decisii 
makers  in  command  of  the  facts— when 
need  them.  There's  also  a  task-oriented 
menu-driven  interface  for  business 
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Wireless 


COMMUNICATIONS 


It  will  take  several  years  for  any  of  the 
new  networks  to  challenge  cellular.  The 
most  ambitious,  the  Teledesic  Corp.  sat- 
ellite venture  being  funded  by  McCaw 
and  Microsoft  Corp.  Chairman  William 
H.  Gates  III,  won't  be  ready  until  2001. 

In  the  meantime,  cellular  operators 
are  moving  slowly  to  digital  to  expand 
capacity  and  improve  quality.  One  route 
is  Time  Division  Multiple  Access 
(TDMA),  a  technique  that  splits  a  chan- 
nel into  three  time  slots  to  handle  three 
calls  at  once,  compared  with  one  call  per 
channel  on  analog.  McCaw  has  TDMA 
equipment  in  place  in  New  York  and 
other  cities. 

But  most  cellular  companies  are  look- 
ing for  a  bigger  punch  by  using  Code 
Division  Multiple  Access  (CDMA).  It 
promises  a  10-  to  15-fold  capacity  im- 
provement using  a  technology  called 
"spread  spectrum"  that  distributes  a  di- 
gitized message  across  a  wide  range  of 
frequencies.  On  the  receiving  end,  the 
phone  reassembles  the  signal.  Irwin  M. 
Jacobs,  president  of  CDMA  developer 
Qualcomm  Inc.,  says  the  technology  will 
be  widely  available  in  1995. 

More  immediately,  cellular  companies 
are  beefing  up  the  ability  of  their  net- 
works to  handle  data  so  that  customers 
with  wireless  modems  in  notebook  PCs 
can  receive  e-mail  and  other  messages.  ^ 
McCaw  has  begun  rolling  out  a  sys- 
tem developed  by  IBM  called  cellular  • 
digital  packet  data  (CDPD),  which  trans- 
mits "packets"  of  data  through  sparse- 
ly used  radio  channels  or  during  gaps  in 
conversation.  But  CDPD  works  best  for 
short  files  that  can  be  sent  quickly. 

By  the  time  cellular  operators  have 
CDMA  systems  in  place,  they  are  likely 
to  face  new  competition  from  ESMR  set- 
ups. These  networks,  using  frequencies 
allocated  for  radio  dispatch,  already  han- 
dle digital  voice,  data, 
and  paging — in  a  sin- 
gle receiver.  Spear- 
headed by  startups 
such  as  Nextel  Com- 
munications, CenCall, 
and  Dial  Page,  ESMR 
networks  are  now  op- 
erating in  only  a  few 
cities,  however  they 
are  expected  to  go  na- 
tionwide by  1996. 

But  the  biggest 
threat  to  the  cellular 
order  is  likely  to  be 


The  promises  of  the  wireless  com- 
munications revolution  are  vast  but  can 
be  summed  up  easily:  high-quality  voice 
and  data  service  anytime,  anywhere. 
Sounds  good.  But  if  you've  tried  calling 
at  peak  hours  in  Los  Angeles  or  New 
York,  you  know  today's  cellular  systems 
can't  even  guarantee  consistent  connec- 
tions. So  how  is  the  brave  new  wireless 
world  ever  going  to  come  about? 

Technology,  of  course.  Advances  over 
the  next  decade  promise  to  make  wire- 
less communications  networks  as  capa- 
cious and  reliable  as  fiber-optic  lines. 
Within  three  or  four  years,  wireless  data 
could  be  transmitted  at  current  wireline 
rates — double  today's  wireless  data 
speeds — through  the  use  of  improved 
software  and  chip  technology,  particu- 
larly digital  technology  that  will  allow 
better  compression. 

Helping  to  prod  the  $10.9  billion  cel- 
lular business  into  the  digital  age  is  an 
ambitious  throng  of  newcomers  that 
hope  to  wrest  big  chunks  of  the  wire- 
less market  from  such  well-established 
giants  as  McCaw  Cellular  Communica- 
tions, Sprint,  and  the  Baby  Bells.  These 
upstart  networks — 
personal  communica- 
tions services  (PCS), 
enhanced  specialized 
mobile  radios  (ES- 
MRs),  and  satellite- 
based  setups — arc- 
pushing  wireless  tech- 
nology to  new  limits. 
Says  Sprint's  Cellular 
Vice-President  Keith 
Paglusch:  "  The  basic 
question  is  how  much 
of  the  wireless  market 
each  will  garner." 


PCS.  A  variation  on  cellular  technology, 
PCS  divides  an  area  into  many  "mini- 
cells."  That  means  that  handsets  to  send 
and  receive  data  and  voice  can  be  small- 
er and  cheaper.  PCS  operators  say  their 
systems  will  work  indoors  and  out  so  a 
single  PCS  handset  will  be  your  home 
and  mobile  phone. 

The  ultimate  wireless  advance  will  be 
truly  unlimited  communications.  Moto- 
rola Inc.'s  multibillion-dollar  Iridium  pro- 
ject, using  66  satellites,  will  guarantee 
customers  willing  to  pay  a  stiff  price  the 
ability  to  call  from  any  point  on  the 
planet.  But  by  the  time  it's  operating  in 
1998,  it  may  amount  to  nothing  more 
than  "pie  in  the  sky,"  says  Ira  Brodsky, 
president  of  DataComm  Research  in 
Wilmette,  111.  With  all  the  advances  in 
land-based  wireless,  the  only  place  the 
"anytime,  anywhere"  promise  won't  eas- 
ily be  fulfilled  may  be  the  Gobi  Desert. 

By  Kevin  Kelly  in  Ch  icago 
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ATM  Switches 


We're  all  being  conditioned  to  expect 
immediate  gratification  in  the  digital 
age — w  ith  a  click  of  a  button  we'll  sum- 
mon Hollywood  movies,  stock  quotes, 
electronic  shopping  services,  or  simply 
dial  a  phone  call.  But  we  may  all  be  in 
for  a  wait — at  least  until  a  new  switching 
technology,  known  as  Asynchronous 
Transfer  Mode  (ATM),  comes  into  wide- 
spread use.  When  it  does,  ATMs  ability 
to  funnel  billions  of  bits  to  where  they're 
needed  "will  make  the  network  to  end 
all  networks,"  says  analyst  Paul  D.  Cal- 
lahan of  Forrester  Research  Inc. 

AlAI's  trick?  It  divides  the  informa- 
tion into  tidy  packages,  or  cells,  of  53 
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jytes  each.  The  cells  are  coded,  or 
itamped  with  an  address,  and  then 
dipped  over  the  network  at  high  speed. 
\  switch  at  the  other  end  reads  the  cod- 
ng  and  reassembles  the  phone  call  or 
:-mail  message  at  the  other  end.  The 
;peed  is  amazing:  AT&T  says  its  AI  M 
witch  can  pump  20  gigabits  of  data — 
)r  1,600  copies  of  Moby  Dick — every 
iecond. 

Impressive.  But  relatively  few  cor- 
porations or  telephone  companies  have 
VTM.  The  holdups:  The  lack  of  fully 
itandardized  equipment  and  software — 
;o  that  all  ATM  brands  can  work  togeth- 
;r — and  steep  prices.  Which  means 
:ompanies  such  as  U  S  West  Inc.,  a 
3aby  Bell,  are  holding  back.  ATM  would 
probably  help  U  S  West's  planned  inter- 
ictive-TV  trial.  But  Russ  Skinner,  direc- 
:or  of  video  engineering  for  U  S  West 
Communications,  doesn't  believe  that's 
he  case:  "Today,  ATM  is  not  mature 
mough  or  cost-effective  enough  to  put 
n  the  network." 

That  could  soon  change.  A  530-mem- 
)er  industry  consortium,  called  the  ATM 
7orum,  is  hammering  out  standards, 
rhe  two-year-old  group  is  now  tackling 
wo  critical  issues:  The  first  is  a  stan- 
dard for  emulating  local-area  networks 
hat  will  let  computer  users  link  up  with 
VTM  networks;  the  second  is  congestion 
:ontrol — how  to  control  data  flow  when 
mormous  numbers  of  people  attempt 
:o  call  up  the  same  material  at  the  same 
:ime. 

ATM  Forum  President  Fred  Sammar- 
ino  predicts  that  a  standard  for  the  local- 
trea-network  emulation  is  just  around 
he  corner,  while  one  for  congestion  con- 
rol  should  be  completed  by  early  next 
('ear. 

At  the  same  time,  ATM  switch  prices 
ire  falling.  Today,  switches  for  high- 
>peed  corporate  systems  and  large  phone 
networks  can  cost  up  to  $3  million, 
•vhile  switches  for  small  networks  cost 
|>1,500  per  port,  or  user.  Prices  are  still 
iteep,  but  they've  been  cut  in  half  each 
/ear  since  1991  and  are  expected  to 
veep  falling  as  ATM  becomes  more 
aroadly  adopted. 

In  a  few  years,  prices  will  likely  fall 
:o  a  "few  hundred  dollars"  per  user,  says 
lames  Chiddix,  senior  vice-president  of 
Time  Warner  Cable,  which  is  launching 
in  interactive-lV  pilot  in  Orlando  using 
ATM  switching  technology.  Chiddix 
idds:  "Today,  ATM  is  limited.  But  that's 
about  to  change  in  an  explosive  way." 
When  it  does,  the  digital  deluge  can 
commence. 

By  Kathy  Rebel  I o  in  San  Francisco 


Compression 


Despite  advances  in  semiconductors, 
disk  storage,  and  optoelectronics,  there 
may  always  be  a  struggle  to  accommo- 
date all  the  electronic  traffic  and  find  a 
place  to  park  digital  information  when 
it's  not  in  use.  And  that  will  keep  the 
pressure  on  compression — the  science 
of  squeezing  reams  of  digital  data  into 
less  space. 

Advances  in  the  mathematics  of  com- 
pression have  already  yielded  impres- 
sive results.  The  Joint  Photographic  Fx- 
perts  Group's  standard  compresses  still 
images  into  one-fourth  the  space. The 
Motion  Picture  Experts  Group  (MPEG) 
has  agreed  on  two  stan- 
dards,  MPEG1  and 
MPEG2,  to  compress 
video.  They  work  by 
stripping  out  redundant 
information — say,  the 
mountain  in  the  back- 
ground— between  one 
frame  and  the  next,  so 
the    computer  only 
needs  to  deal  with  the 
information  that 
changes.  MPEG  reduces 
the  full  video  signal 
from  250  million  bits 
per  second  to  1.5  mil- 
lion for  VCR  quality. 
Now,  using  MPEG  and 
ultrasensitive  electronic  circuits,  re- 
searchers are  able  to  transmit  four  chan- 
nels of  TV  over  ordinary  copper  phone 
wires — an  impossibility  a  few  years  back. 

But  experts  say  that  progress  in  com- 
pression may  be  slowing.  "We've  already 
thrown  away  99%  of  the  video  signal," 
says  John  Forrest,  chief  executive  of  Na- 
tional Transcommunications  Ltd.,  a  sat- 
ellite-equipment manufacturer  in  Win- 
chester,  England.   "Now,  we  have 


reached  a  technological  plateau."  And 
moving  beyond  MPEG  could  be  essential 
for  making  interactive  TV  and  other  ad- 
vanced video  services  possible.  The 
♦  problem?  Although  decoding 
m*  T  an  MPEG  signal  is  quick  and 

A    *  cheap,  encoding  one  is  time- 

p0 ^  ^^^O*     consuming  and  expensive. 
'  ♦  There  are  some  promising  de- 

velopments that  could  pay  off — 
someday.  Engineers  have  achieved 
»   impressive  compression  ratios  using 
algorithms  based  on  fractals,  a  branch 
of  chaos  theory.  Fractals  work  well  on 
images  of  landscapes  and  seascapes 
made  up  of  recurring  patterns,  but  for 
most  video  images,  quality  tends  to  suf- 
fer. And  like  MPEG,  fractal  images  are 
costly  to  encode.  "On  balance,  fractals 
don't  appear  to  work  any  better  than 
MPEG,"  says  Jules  A.  Bellisio,  executive 
director  for  video  signal  processing  re- 
search at  Bell  Communications  Research 
in  Red  Bank,  N.J. 

Wavelet  theory  is  a  more  enticing  al- 
ternative. Wavelet  algorithms  are  very 
efficient  at  dividing  the  video  image 
systematically  into  blocks  and  then  de- 
scribing each  block  with  relatively  con- 
cise mathematical  equations.  As  a  result, 
wavelet  algorithms  are  as  quick  encod- 
ing an  image  as  decoding  it.  And  since 
they  do  not  rely  on  predicting  motion 
between  frames  as  MPEG  does,  wavelet 
images  tend  to  retain  higher  quality. 

Still,  wavelet  images 
can  have  lines  on  the 
screen  that  reveal  the 
image's  blocklike  struc- 
ture, even  in  video 
that's  termed  "broad- 
cast quality."  The  lines 
disappear  only  at  com- 
pression ratios  almost 
as  low  as  MPEG's. 

Another  solution  may 
lie  in  combining  com- 
pression with  more  so- 
phisticated display 
technologies.  The  hu- 
man eye  transmits  vast 
visual  information  to 
the  brain  even  though 
the  retina  is  a  poor  data  pathway.  Re- 
searchers suspect  a  video  display  with  a 
web  of  thousands  of  tiny  microcomput- 
ers— one  for  each  picture  element,  or 
dot,  of  the  video  screen — might  be  able 
to  generate  good  video  images  with  far 
less  data  than  conventional  videos  now 
require.  Such  a  display  might  emerge  in 
5  or  10  years.  If  not,  we  could  stall  in 
traffic  on  the  Information  Superhighway. 

By  Fred  Guterl  in  New  York 


THE  BIG  SQUEEZE 

VIDEO  STILL 
COMPRESSION  IMAGES 

UNCOMPRESSED 

1:1  1:1 

CURRENT  METHODS* 

12:5  4:1 

WAVELETS 

63:1  20:1 

•  MPEG,  JPEG       DATA;  AWARE  INC.,  BUSINESS  WEEK 
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Dmpany 


Depends  on  the  desk. 


The  new  HP  Enterprise  Desktop 
changes  everything. 

Now,  from  one  uniquely  empowered  desktop, 
you  can  reach  clear  across  the  enterprise  and 
pull  in  live,  as-it-happens,  business-critical 
information.  View  and  react  to  it  in  real-time. 
In  dynamic,  multimedia  form. 

You  can  perform  multiple  functions  at  the  same 
time,  while  collaborating  with  local  or  remote 
users  throughout  your  computing  enterprise. 

That's  the  way  business  has  to  run  today. 
Instantly  sensing  and  responding  to  fresh  data 
no  matter  where  it  is. 

And  today  the  HP  Enterprise  Desktop  makes 
this  possible.  Because  now  HP  offers  affordable 
workstation  power,  with  UNTX®-based  platforms 
designed  around  our  proven,  scalable  RISC 
architecture.  Software  geared  to  specific  busi- 
ness needs.  An  intuitive,  familiar  graphical 
environment.  And  management  tools  that  give 
your  IT  staff  firm  control  of  the  system  from 
their  desktops. 

What's  more,  the  HP  Enterprise  Desktop 
provides  simple  access  to  the  rich  array  of 
Windows  and  Macintosh  applications. 

But  the  HP  Enterprise  Desktop,  powered  by 
HP  9000  Series  700  workstations,  goes  way 
beyond  that.  It  also  offers  unique  tools  like 
MPower  2.0.  This  lets  people  collaborate  on 
projects  using  a  broad  range  of  media — audio, 
image,  graphics  and  video.  And  allows  equal 
access  to  the  information  in  real-time,  via  shared 
whiteboard,  fax,  mail  or  print. 

Making  the  move  to  the  HP  Enterprise  Desktop 
is  just  as  easy.  Our  consultants  will  work  with 
you  to  plan,  integrate,  install  and  manage  your 
systems.  Evaluate  your  IS  strategy.  Develop  a 
comprehensive  IT  plan.  Even  provide  project 
management  services. 

For  more  information,  including  our  Enterprise 
Desktop  video,  call  1-800-637-7740,  Ext.  8109. 
And  get  behind  the  desktop  that  will  make  your 
whole  company  run  better. 


m 


HEWLETT 
PACKARD 


L'NIX  is  a  registered  trademark  fit"  UNIX  System  Laboratories  Inc  in  the 
U.S.  and  other  countries  Windows  is  a  U.S  trademark  of  Microsoft  Inc 
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INTERVIEW 


THE  WORLD  ACCORDING 

TO  ANDY  (ROVE 


How  the 
new  rules 
will  change  the  way 
we  do  business  in  the 
Information  Age 

No  technology  has  done  more  to  spur  the 
Information  Revolution  than  the  micropro- 
cessor. And  no  company  has  done  more  to 
make  the  microprocessor  the  dominant  tech- 
nology of  the  age  than  Intel  Corp.  Rut  An- 


drew S.  Grove,  Intel's  chief  executive  officer, 
plays  down  the  notion  of  a  technology  revo- 
lution— perhaps  because  he  has  seen  a  polit- 
ical revolution.  A  fter  fleeing  the  Hungarian 
Revolution  in  1956,  Grove  came  to  the  U.  S. 
and  in  the  1960s  became  a  pioneer  in  what 
was  becoming  known  as  the  Silicon  Valley. 
BUSINESS  WEEK  Senior  Editor  Geoff  Lewis 
and  San  Francisco  correspondent  Robert  D. 
Hof  recently  caught  up  with  Grove  at  Intel's 
Santa  Clara  ( Calif.)  headquarters. 

In  the  1980s,  low-cost,  increasingly  pow- 
erful microprocessors  led  to  essentially 
"free" computing  power,  a  phenomenon  that 
reordered  the  computer  industry  and  spread 


information  technology  everywhere.  Now 
you're  talking  about  "free  bandwidth" — an 
explosion  of  low-cost,  high-speed  telecommu- 
nications capacity — as  the  big  technology 
thrust  of  the  1990s.  What's  it  all  about? 

The  switching  equipment's  capabili- 
ties are  being  increased  at  the  same  rate 
as  computing  capabilities  were  increased 
in  the  '80s.  But  more  important,  with 
most  of  the  information  content  be- 
coming digital,  the  task  of  sending  large 
amounts  of  data  over  the  existing  in- 
frastructure, even  larger  amounts  of  data, 
becomes  economically  possible.  Digital 
data,  and  bandwidth  for  digital  data,  is 
going  to  be  cheaper  and  more  plentiful. 
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vitally  distributed  information  is  go- 
to be  available  at  lower  and  lower 


'ounds  like  the  Information  Superhigh- 
f.  Hut  that's  a  term  you  object  to.  Why? 
Jrowing  bandwidth  and  lower-cost 
ldwidth  is  a  trend  that  creeps  up  on 
and  will  creep  up  on  us  throughout 
decade  and  into  the  next  decade.  It 
isn't  arrive.  What  frustrates  me  about 
s  is  these  are  lazy  people  jumping 
ti  slogan  to  slogan  without  realizing, 
h  a  little  bit  of  due  diligence,  that 
i  stuff  is  around  and  has  been  gradu- 
i  growing,  and  gradually  we  are  go- 
digital. 

ill  of  a  sudden,  the  Internet  has  be- 
ne the  cat's  meow.  For  20  years,  the 
ernet  grew  and  grew  and  grew  But 
\  it's  the  metaphor  for 
5  stupid  highway  stuff, 
no  way  or  shape  or 
m  do  I  think  that  this 
he  model  for  the  high- 
/,  because  it's  not  high- 
ldwidth  at  all. 


were  it,  the  cable  network  is,  in  fact, 
pretty  competent  to  do  that  now.  If,  in 
fact,  the  application  is  transactions  be- 
tween individuals,  it's  a  whole  different 
set  of  characteristics.  Both  require  band- 
width, both  are  connections,  but  they 
are  very  different. 

What  will  the  bandwidth  be  used  for? 

I  think  movies  are  not  it.  I  never 
thought  so,  and  I  still  don't  think  so,  be- 
cause people  don't  interact  with  movies. 
On  the  other  hand,  a  shopping  catalog 
is  it.  A  salesperson  that  I  can  interact 
with  to  place  the  order  or  ask  a  ques- 
tion is  it.  I  suddenly  get  new  features 
from  my  computing  infrastructure.  The 
only  feature  I  get  [with  movies]  is  I  get 
it  when  I  want  it:  "I  want  Casablanca 
and  I  want  it  now."  Big  deal.  As  com- 


Vhether  its  called  the  In- 
tuition Superhighway  or 
lething  else,  doesn't  the 
S.  need  an  advanced  in- 
flation infrastructure  to 
5  competitive  in  the  21st 
tury? 

think  it  is  vital.  And  I 
nk  it  is  happening.  My 
>blem  with  painting 
s  undefined  thing 
neplace  in  the  future  is 
i  end  up  waiting  for 
>  nirvana  instead  of  fol- 
ding the  evolutionary 
icess  that  is  happening 
lay. 


}oes  the  collapse  of  some  of  the  big  Infor- 
tion  Superhighway  deals  and  delays  of 
'ractive-TV trials  signal  problems  in  that 
lution? 

rhe  notion  that  the  cable  infrastruc- 
e  was  going  to  do  the  equivalent  of 
itched  telecommunications  was  very 
d  for  me  to  understand.  The  ques- 
n  I  would  ask  is:  Is  that  notion  going 
ay  because  the  deals  collapse,  or  is  it 
;  other  way  around?  Maybe  those 
lis  are  collapsing  because  of  the  grow- 
\  realization  that  so  many  miles  of 
er  optics  to  the  curb  does  not  a 
ecommunications  system  make. 
Unlike  the  phone  system,]  cable  is 
t  symmetrical,  not  point-to-point.  It 
3ne  point  to  many.  If  movie  delivery 


Companies 
that  use 
e-mail  are 
much 
faster, 
much 


I  absolutely  buy  that  digital-format  en- 
tertainment delivered  to  the  home  is  go- 
ing to  have  a  role.  It  might  even  be  big 
over  time.  But  it  will  not  drive  and 
shape  the  development  of  the  infras- 
tructure and  the  use  pattern.  The  type- 
writer wasn't  used  first  to  write  person- 
al letters. 

So  your  bet  is  that  the  high-bandwidth  net- 
works will  be  used  primarily  for  doing 
business? 

I  think  the  most  important  use  is  go- 
ing to  be  to  transact  something  over  dis- 
tances— basically  communications  ap- 
plications. That's  the  most  important 
application  that  information  technology 
has  had.  One  of  the  most  dramatic  ap- 
plications of  computers  is  airline  reser- 
vation systems.  The  reason  it's  so  dra- 
matic is  that  you  bridge 
time  and  place  to  reserve 
a  seat  on  a  flight  that  is  at 
a  different  time  and  a  dif- 
ferent place,  while  sitting 
at  the  counter.  It's  a  com- 
munications application. 


less 
hierarchical 


pared  to  me  being  able  to  buy  ski 
equipment,  talking  to  an  expert  real- 
time, browsing  in  the  catalog,  asking 
questions,  making  buying  decisions.  You 
don't  like  that  example?  Fine,  maybe  it 
is  coming  in  commercial  sales. 

What  if  you're  wrong? 

People  are  taking  different  approach- 
es, and  they  will  course-correct.  Who- 
ever wins  is  going  to  have  the  advan- 
tage of  being  down  the  road  longer  and 
further  than  the  others.  But  the  rest  of 
them  are  going  to  chase  after  them  and 
compete.  That's  how  all  these  things 
seem  to  work.  Business  is  a  big  experi- 
mentation— one  big  ongoing  experi- 
mentation— when  you  really  come  down 
to  it. 


As  such  applications 
spread,  how  will  it  change 
the  way  we  do  business? 

You  can  see  that  busi- 
nesses that  have  perva- 
sive use  of  electronic  mail 
operate  differently.  It 
squeezes  all  the  slack  out 
of  the  system.  It  also 
gives  you  the  opportunity 
to  course-correct  much 
more  rapidly.  T  herefore, 
decisions  or  moves  don't 
necessarily  need  to  be  ag- 
onized over.  You  can  kind 
of  try  out  thoughts  and 
conduct  debates  much 
more  rapidly. 

Companies  that  use  e-mail  are  much 
faster,  much  less  hierarchical.  You  can 
only  use  e-mail  effectively,  though,  if 
you  do  it  yourself.  From  the  moment 
you  do  it  yourself,  you're  available  to 
anybody  and  everybody.  The  elimina- 
tion of  the  screening  process  in  my  e- 
mail,  being  a  trivial  example,  tends  to 
lead  to  a  kind  of  a  more  democratic  way 
of  operating — whether  it's  inside  a  cor- 
poration, inside  a  country,  or  across 
countries. 

How  will  this  change  companies? 

There  are  two  companies — one  that 
operates  this  way  and  one  that  doesn't, 
competing  with  each  other.  How  long 
will  the  one  that  doesn't  compete  stick 
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around?  Somebody  is  going  to  do  it,  and 
therefore  you're  either  going  to  do  it  or 
you  disappear. 

That  suggests  that  technology  is  determin- 
istic— sort  of  like  a  force  of  nature  that  can't 
be  bottled  up. 

I  agree  with  that.  You  can  retard  it, 
but  the  cost  of  retarding  it  is  generally 
high.  You  can  make  the  same  case  about 
competitiveness  in  general,  not  just  in 
technology.  This  is  why  you  ought  to  be 
for  free  trade.  Because 
when  you  protect  a  coun- 
try from  what  surrounds 
it,  you  render  it  less  and 
less  vigorously  competi- 
tive and  sooner  or  later 
you  pay  the  penalty. 

We  live  and  always 
have  lived  with  this.  You 
have  something  or  other 
and  you  look  at  it  and  say 
it's  going  to  cannibalize 
our  product.  We  say, 
"Hey — we're  going  to 
cannibalize  our  product 
ourselves,  because  if  it 
can  be  done,  somebody 
will  do  it  for  us." 

Is  intensive  use  of  infor- 
mation technology  mating 
the  U.  S.  more  competitive? 

You  know,  I  have  nev- 
er seen  a  computer  in  a 
Japanese  senior  manager's 
office.  Like  many  things,  this  is  maybe 
larger  than  life  in  the  description,  but 
maybe  there  is  an  element  of  truth  to 
[the  idea]  that  when  the  information  can 
get  massaged  through  layers,  the  essen- 
tial information  gets  altered,  the  essential 
information  sometimes  gets  wiped  out. 

What  is  unarguable  is  the  speed.  It's 
much  slower,  and  it  makes  the  Japanese 
less  competitive  at  this  point.  But  I 
wouldn't  count  on  their  staying  there. 
The  Japanese  can  embrace  new  devel- 
opments, and  once  they  decide  on  it, 
they  do  it  aggressively  and  effectively. 

What,  if  anything  should  the  U.S.  gov- 
ernment do  to  bring  forth  an  advanced  in- 
formation infrastructure? 

If  we  deregulate  telecommunications 
and  encourage  the  conversion  to  digital 
stuff,  it  will  speed  up  the  process  that 
has  been  going  on. 

What  about  providing  equal  access — to 
make  sure  we  don't  create  information  haves 
and  have-nots? 

In  a  society  like  ours,  where  nearly 


10%  of  the  population  doesn't  have 
health-care  insurance,  you're  talking 
about  availability  of  high-capacity  net- 
works? Come  on.  You  know  we  have 
people  sleeping  on  the  streets,  and  you 
talk  about  high-capacity  networks?  I 
mean,  if  we  are  going  to  start  talking 
about  equal  access,  how  about  talking 
about  food  and  residence  and  health 
care  first?  There  isn't  enough  public 
money  to  fund  equal  availability  of  an 
expensive  infrastructure. 


You  can 
retard 
technology, 
but  the  cost 
of  retarding 
it  is 
generally 
high 


Point  two.  If  we  modify  the  goal  and 
don't  talk  about  equal  access,  but  talk 
about  broad  access,  as  broad  as  possible, 
my  belief  is  that  the  best  way  to  get 
broad  access  is  to  have  vital,  competi- 
tive, aggressive  industries — which,  in 
the  process  of  competing  with  each  oth- 
er, drive  down  the  costs  and  therefore 
bring  the  goods  or  accessibility  to  a  larg- 
er and  larger  number  of  people.  That  is 
what  brought  TV  sets  to  people.  That 
is  what  brought  PCs  to  people. 

These  were  unregulated  industries 
that  in  the  process  of  competing  with 
each  other,  competing  for  new  cus- 
tomers, brought  the  cost  down  and 
reached  people  at  a  phenomenal  rate.  I 
think  that  is  a  very  good  model.  And  the 
role  of  government  ought  to  be  to  stim- 
ulate that  rapid  access  and  move  from 
legacies  of  regulated  monopolies  to  the 
model  of  the  industries  that  brought  that 
kind  of  access. 

Do  you  see  the  massive  tide  of  informa- 
tion technology  transforming  the  society — say, 
the  way  the  arrival  of  steam  power  did? 


It's  not  on  the  scale  of  the  steam  en- 
gine. Before  the  steam  engine,  people 
were  doing  work  with  muscle  and  ani- 
mal power.  After  the  steam  engine,  the 
age  of  the  craftsman  came  in,  and  soci- 
ety got  reordered.  This  technology  is 
not  of  that  magnitude.  A  lot  of  compa- 
nies have  changed  petmanently  and 
substantially  in  the  way  they  operate  as 
a  result  of  it.  But  society  at  large  has  not 
qualitatively  changed. 
The  best  metaphor  for  it  is  as  kind  of 
a  universal  tool  and  tools 
over  time  do  transform 
society.  The  electric  mo- 
tor is  a  better  example 
than  the  steam  engine. 
The  electric  motor  came 
and  came  and  came  and 
ended  up  in  your  shaver 
and  your  toothbrush,  but 
it  sure  as  hell  didn't  start 
there.  It  crept  in. 

Immigration  is  a  trans- 
forming experience. 
When  you  leave  your  old 
country  and  arrive  in  a 
new  one,  you've  left  and 
you  arrive.  Whereas  in 
this  new  world  that  we 
are  talking  about,  you  can 
make  a  transformation  a 
minute  a  day  per  month. 
Every  month  I  live  one 
more  minute  per  day  in 
this  new  world.  You  wind 
up  leaving  the  old  world 
with  a  gradual  transition. 

//  still  adds  up  to  a  big  change — and  not 
always  a  welcome  one.  You  had  expected  to 
cut  back  your  schedule  by  now,  but  you  're 
busier  than  ever. 

What  we  are  talking  about  absolutely 
has  a  tole  in  the  pace.  I  tell  you  how  I 
feel  about  it,  but  not  everybody  will  feel 
that  way.  I  am  exhilarated  by  what  I  do, 
so  I  like  not  having  to  be  separated  from 
it  by  time  and  space.  If  I  didn't  like 
what  I  am  doing,  I  would  probably  hate 
this  stuff. 

There  are  two  types  of  Hungarian  im- 
migrants of  my  age:  the  people  who 
were  constantly  bitching  about  Ameri- 
ca because  they  couldn't  find  the  things 
they  left  behind  in  Hungary,  and  peo- 
ple who  accepted  what  was  available 
here  as  kind  of  a  moral  equivalent  of 
what  was  left  behind.  Once  you  got  into 
that  mode,  you  kind  of  went  with  the 
flow  and  did  quite  well.  The  others 
were  still  bitching.  "They  don't  have 
sidewalk  cafes  in  New  York."  This  is  a 
little  like  that.  □ 
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Software  AU-Star. 


CA90s 


CA's Computing 
Architecture 
For  The  90s 


CIO  Tom  Trainer 
uses  ca  software  to  help 
keep  Reebok  in  1st  place 
in  the  race  towards 


DISTRIBUTED  COMPUTING. 


Look,  up  in  the  air!  It's  a  bird  -  it's 
a  plane  -  it's  a  pair  of  Reebok 
sneakers! 

lust  like  the  world's  finest 
athletes  who  swear  by  their  shoes, 
Reebok  is  flying  high.  This  year, 
Reebok  will  sell  almost 
100,000,000  pairs 
of  some  of  the  most 
advanced  athletic 
footwear  in  the  world. 

There's  incredible  technology 
behind  the  shoes  as  well.  "Our 
information  systems  are  a  critical 
part  of  our  game  plan,"  says  Tom 
Trainer,  Reebok's  CIO.  "We're  at 
the  leading  edge  of  distributed 
computing  and  multimedia." 

Helping  Reebok  trounce  the 
competition  is  Computer 
Associates  and  the  most  advanced 
systems  software  in  the  world. 
"CA-UNICENTER  is  a  winner. 

It's  helping  us 
downsize  and 
re-engineer  our 
entire  IS  environ- 
ment around  the 
world." 


And  the  team 
behind  CA-UNICENTER? 

"CA's  got  some  of  the  best  tal- 
ent in  the  industry.  And  they'll  do 
anything  to  help  us  win.  That 
counts  a  lot.  Because  here  on 
Planet  Reebok,  winning  is  what  it's 
all  about." 

QOMPUTER 
DISSOCIATES 

Software  superior  by  design. 


Computer  Associates  International.  Inc..  Islandia. 
NY  11788-7000.  1-800-225  5224.  All  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies 


Old  dogs,  new 


D, 


o  you  hav  e  sonic  information  that's  just  lying  around  playing  dead? 
At  K.R.  Donnelley,  we've  learned  some  new  tricks  that  will  have  it  up  and 
performing  again  in  no  time. 

By  digitizing  and  manipulating  your  existing  information,  we  can 
output  it  in  all  sorts  of  new  forms.  CD-ROM.  Interactive  multimedia.  A  pop-up. 
Floppy  disk.  On-line.  Media  that  can  help  you  appeal  to  new  users.  Open  new 
markets.  Dramatically  increase  your  information's  revenue  flow. 

In  fact,  we're  turnin  ;  one  company's  information  into  unique,  new,  interactive 


ing  new  revenue  streams. 


experiences.  A  golf  guide  with  video  previews  of  the  most  difficult  holes. 
The  history  of  rock  in  music,  text  and  motion.  Even  an  interactive  dictionary. 
For  another  firm,  we  print  their  annual  catalog,  produce 
on-demand  updates  targeted  to  different  users'  interests  and  convert 
20,000  data  sheets  into  a  monthly  CD-ROM. 

There  are  lots  of  things  we  can  do  to  help  you  develop  new 
revenue  sources.  Just  call  for  this  detailed  brochure 
in  print  or  CD-ROM  form.  1-800-438-0223. 


RR  Donnelley  &  Sons  Company 

THE  POWKR  TO  TRANSFORM  INFORMATION  INTO  OF-FORTl'NITIFS 


Planning  to  stretch  your 
in  Europe? 
In  that  case  it  really  makes  sense 
to  entrust  your  telecommunications 
to  Europe's  No.  1 


Deutsche  Telekom  offers  several 
decisive  advantages  for  companies  or 
organizations  seeking  the  most  efficient  way  to  do  business  in  Europe.  We  are  one  of  thd 
top  three  global  telecommunications  companies  and  we  are  ideally  located  right  in  the 
heart  of  Europe.  Which  means  that,  through  our  resources  and  geographical  location, 
we  have  particularly  good  contacts  with  your  new  markets  in  the  East  and  provide  the 
link  between  your  European  locations  and  your  headquarters  in  the  USA. 
We  tailor  our  services  exactly  to  your  specific  requirements.  We  can  act  as  a  coordinator! 
for  all  parties  involved  in  a  given  project.  And  we  can  offer  you  effective,  customer- 
oriented,  universal  solutions  such  as  one-stop  shopping,  single-end  billing,  individu- 
alized ordering  and  tracking,  circuit  reservations,  clearing-house  services 
and  much  more.  We  help  our  customers  through  the  labyrinth  of  all  the 
different  local,  legal,  language  and 
administrative  requirements  throughout 
Europe. 

So  in  summary,  there  are  many  good 
reasons  why  more  and  more  international 
companies  with  a  keen  eye  for  that  vital 
competitive  edge  are  talking  to  us. 

Telecommunications  made  in  Germany.  We  tie  markets  together. 


New  York,  NY 

Tel.:  +1  212  424  29  00 
Fax   +1  212  424-29  89 

Chicago,  IL 

Tel.:  +1  312  214-32  14 
Fax    f1  312  214  32  15 

San  Francisco,  CA 

Tel.:  +1  415  955-05  12 
Fax   +1  415  955-05  13 

Atlanta,  GA 

Tel..  +1  404  870-91  49 
Fax:  +1  404  870-91  50 


Koblenz 

International  Key 
Account  Management 
Tel    +49  261  1  23  11 
Fax:  +49  261  3  82  82 


Telekom 
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t  DIGITAL  WORLD 

More  than  just  a  number  cruncher,  the 
computer  is  a  powerful  visual  tool 
that  can  transform  reams  of  raw 
data  into  striking  images.  On  these  pages, 
BUSINESS  WEEK  presents  a     \  Myg. 
portfolio  of  computer        5hb)yL  ^j^^ 
imagery  from  the  worlds  i^^P^Bj^^^^^ 
of  technology,  science  ,     #^  %     fl^^lr " 
business ,  entertainment,    fi'^y^^i'^^'  / 
and  the  arts .  /  i  J  'k  wtt 
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IMAGES     FROM  THE 


THE  AIR  UP  THERE: 

Computer  simulation  has  proved  a 
godsend  to  designers  of  commercial 
and  military  aircraft.  At  NASA  s 
Ames  Research  Center  in  Mojfett 
Field,  Calif,  scientists  can  use 
supercomputer-generated  images  to 
study  the  turbulence  and  exhaust 
patterns  as  a  vertical-takeoff 
Harrier  jump-jet  lifts  off  the 
tarmac.  The  colored  streamlines 
represent  the  paths  of  air  panicles 
in  the  exhaust,  which  is  initially 
deflected  downward,  and  the 
disturbance  created  as  the  fighter 
plane  moves  slowly  forward.  ► 


A  SPEED  RACER:  Similarly, 
the  computer  has  aided  car 
designers  in  making  auto  bodies 
ever  more  aerodynamic.  Software 
designed  fry  Analytical  Methods  Inc. 
creates  a  kind  of  electronic  wind 
tunnel:  This  model  shows  the  air 
flowing  over  a  Porsche  956,  with 
streamline  colors  representing 
different  wind  patterns.  As  changes 
in  shape  are  contemplated,  wind 
patterns  shift  over  the  body. 


Technology 
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I  M  AGES      F  R  O  M      T  H  E 


TREATMENT:  After 
January's  quake,  scientists  over/aid 
a  U.S.  Geological  Survey  digital 
topographical  map  of  the  L.  A. 
basin  (below)  with  seismic  data 
from  the  California  Institute  of 
Technology  to  study  aftershocks. 
Dot  colors  represent  intensity,  with 


pink-purple  the  biggest  jolts.  The 
model  at  tight  is  also  of  interest  to 
Angelenos:  Its  for  smog.  Generated  by 
Carnegie  Mellon  researchers,  it  shows 
levels  of  carbon  monoxide  and  other 
pollutants — and  how  they 
interact  with  topography,  winds,  and 
other  meteorological  effects.  T  ► 


LOOK  INTO  YOUR  HEART: 
A  3-D  model  shows  the  pumping 
action  of  the  muscle  wall  and  the 
blood  flow  in  a  human  heart. 
Oxygen-rich  blood  (red)  enters  the 
left  ventricle  (actually  on  the  right, 
as  one  views  the  chest);  low-oxygen 
blood  fills  the  right.  Recreating  a 
single  heartbeat  takes  a  weeks 
calculations  on  a  Cray  C90. 
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A  SILICON  VALLEYS:  The 

Lilliputian  world  of  individual 
atoms  is  revealed  in  this  striking 
view  of  the  surface  of  a  silicon 
crystal.  Created  with  a  "scanning 
tunneling  microscope, "  the  image 
distinguishes  clusters  of  antimony 
atoms  (the  reddish  peaks)  from  the 
ridges  of  silicon  atoms. 


A  A  ACCU-WEATHER: 
Computers  have  been  invaluable  for 
analyzing  and  displaying  atmospher- 
ic data.  Developed  by  IBM  scientists, 
the  image  on  the  left,  viewed  from 
over  the  South  Pole,  shows  the  density 
of  the  high -altitude  ozone  layer  that 
protects  the  Earth.  The  bright  red 
indicates  the  highest  ozone  level.  The 
image  above  highlights  the  structure 


and  dynamics  of  the  Earth's 
atmosphere,  displaying  wind  speeds 
and  patterns  in  the  spring  over  the 
Northern  Hemisphere. 


Science 
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Imagine  what  it 


in 


ifcl 


The  Pentium™  processor  will 
have  an  amazing  effect  on  your 
favorite  applications. 

For  starters,  you'll  be  able 
to  access  them  much  faster.  And 
pentium     even  your  most  demanding  soft- 
ware will  respond  quickly  to  your 
points  and  clicks.  Pentium  processor  performance 
also  means  no  waiting  for  graphics,  charts  and 
pictures  to  appear  on  screen.  They'll  just  be  there. 


All  the  leading  manufacturers  have  introduced 
designs  based  on  the  Pentium  processor,  and  these 
are  not  your  average  PCs.  In  addition  to  enhance- 


The  Intel  iCOMP'"  Index  of  Relative  Processor  Performance' 

Processor  0     MX)    2(H)    300    400    500    MX)  7fxi 


Pentium'"  I  IIXIMH/I 
Pentium  (90  MHz) 
Pentium  (Mi  MH/l 
Pentium  160  MH/I 
lnielDX4'"(ll»IMH/ 
lnlclDX4(75MH/> 
lnlelDX2™(66MHz) 
lntelDX2(50MHz) 
InttlSXr-lSOMH/l 


hue  best  suflmin  /kt/.tihi/hi  r  choose  a 
pnitewur  mill  a  higher  i(  DM1""  index 


l  i'M  Intel  Corporation  'Source:  iCOMP  A  Simplified  Measure  ol  Relative  Intel  Mkroproc 


Intel  Corp.  w: 


)  for  your  software. 


nts  such  as  more  RAM  and  larger  hard  drives, 
ny  feature  important  design  improvements  like 
PCI  local  bus.  That  means  they  can  handle  the 
st  innovative  technologies,  including  applica- 
is  like  Intel's  new  ProShare™ document  and  video 
iferencing  software. 

And  the  best  news  is  that  these  systems  are 
ilable  today,  at  surprisingly  affordable  prices. 

Finally,  because  it's  an  Intel  Inside"9 processor, 
1  can  be  assured  the  Pentium  processor  is  com- 


patible with  all  the  software  written  for  the  PC. 
Whether  it's  everyday  word  processing  software, 
or  CD-ROM  multimedia  applications. 

So  don't  leave  it  to  your  imagination.  See  for 
yourself  how  your  software  responds  to  the  power 
of  the  Pentium  processor.  For  more  information, 
call  1-800-395-7009,  Ext.  114. 


intel 


IMAGES      FROM  THE 


BRAINS  AND  BRAT  N: 

Its  useless  on  a  beard,  but  watch 
what  it  does  to  ad  copy.  This  razor; 
completely  computer-animated  by 
Blue  Sky  Productions,  convincingly 
mimicked  the  physical  properties  of 
metal,  plastic,  and  whiskers  in  a 
prizewinning  Braun  ad.  ▼ 


FOR  SWINGERS  ONLY:  For  its 

new  titanium-head  club,  MacGregor 
Golf  Co.  turned  to  a  Cray  Research 
3-D  supercomputer  model  that  hits 
the  ball,  measures  data,  and  makes 
adjustments.  It  told  MacGregor  that 
adding  airfoils  would  yield  the 
average  duffer  a  1 -to- 10-yard  gain.  ► 


Business 


A  FLORA  AND  FAUNA: 

Combining  inapposite  images  via 
computer  is  a  real  attention-getter — 
no  wonder  advertisers  love  it.  This 
unlikely  aquarium  — the  slogan 
with  it  is  "IMAGINE" — was 
digitally  composited  by  Char/y 
Franklin  Productions  for  a  British 
Columbia  Telephone/Cellular  ad. 


90  BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1  994 


A  HIGHWAY  PATROL:  Its  a 

traffic  report  for  the  '90s:  a  birds-eye 
view  of  the  flow  on  the  Information 
Superhighway  from  the  National 
Science  Foundations  network.  All 
clear  on  the  purple  lines;  heavy 
backups  on  the  white,  where  100 
billion  bytes  of  data  are  moving. 


▲  LOCATION,  LOCATION: 

Lets  see,  where  should  we  put  that 
next  Kmart?  This  computer  map 
from  ESRI  in  Redlands,  Calif, 
shows  the  "supply  accessibility 
surface' for  Charlotte,  N.C. — how 
easy  it  is  for  customers  to  get  to  the 
current  discount  stores  (the  white 
dots).  A  separate  computer  map 
depicts  demand;  combine  them  and 
you  have  a  virtual  marketing  guide. 
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I'  OF  YAM  A:  Working 
only  from  a  sketch  of  a  new  toy, 
computer  animators  at  Gingko 
Design  in  San  Francisco  relied  on 
proprietary  software  to  come  up 
with  this  proposed  package  design 
for  ''Galaxy  Voyagers" spaceships 
from  Lewis  Galoob  Toys.  P 


A  ROBO-PUP:  Computer 
imaging  lets  artists'  imaginations 
run  wild  as  in  David  Poole  s 
Macintosh-generated  Walking  the 
Dog.  He  prefers  3-D,  he  says, 
because  "you're  able  to  create  your 
own  worlds  and  characters. " 

MIRACLE  ON  34TH  STREET: 
A  photo  is  mapped  onto  3-D 
software,  the  top  of  the  image  is 
twisted,  a  portion  of  sky  is  stretched, 
and  presto — Leaning  Tower.  From 
a  1990  J.  Walter  Thompson  ad.  ► 
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<  'S  WONDERFUL:  Lets  hear  if 
for  that  great  dance  team,  Paula 
Abdul  and. . .  Gene  Kelly?  Groucho, 
Cagney,  and  Bogie  are  among  the 
other  stars  in  Diet  Cokes  campaign 
blending  new  and  archival  footage. 


BONE  VOYAGE:  Toys  may 
have  been  a  megaflops  but  there  was 
nothing  but  praise  for  Pacific  Data 
Images'  FIX,  which  utilized  data 
on  human  movement  to  make  this 
skeleton  crew  rattlingly  real.  ▼ 


A  UNTAMED  HEART:  In  New 

Line  Cinemas  upcoming  The 
Mask,  shy-guy  Jim  Carrey  dons  a 
magic  mask  that  turns  his  impulses 
into  reality.  When  he  sees  a  gorgeous 
woman,  his  heart  literally  jumps 
out  of  his  skin.  Its  a  3-D  graphic,  a 
1  'photorealistic ' '  computer-generated 
effect  developed  at  FIX  pioneer 
Industrial  Light  &  Magic,  which 
has  redefined  the  art  since  Star 
Wars.  Such  film-flam  is  changing 
more  than  the  look  of  movies;  as 
I  LAI  spokesman  Aides  Perkins  says, 
"it  gives  scriptwriters  and  directors 
the  opportunity  to  do  gags  they 
could  never  do  before. " 


Entertainment 
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I  M  A  GES      FROM     THE      DIGITAL  WORLD 


A  MORPHIN'  ADDICT:  The 

joys  of  "morphing, "  or  combining 
two  digital  images  in  various 
permutations,  as  above,  were  once 
the  exclusive  domain  of  big-budget 
special-effects  companies.  Now 
they're  available  to  anyone  with  a 
well-appointed  desktop. 


A  HERE,  KITTY:  Artist/author 
H  ill  Niffenegger  mixed  photos  with 
painted  and  computer-generated 
effects  to  produce  this  critter  for  an 
exhibit  in  Tokyo.  The  image,  he  says, 
"represents  a  (  all  for  all  of  us  to  be 
sensitive  to  the  issue  of  supporting 
diversity  oj  species  on  our  planet. " 


The  Arts 


4 


A  LIGHTNING  STRIKES 

TWICE:  Computer-altered 
composite  photos  also  can  have  the 
unsettling  effect  of  blending  separate 
events  into  seeming  concurrence.  At 
Breakers  Waterpark  in  Tucson, 


Peter  Menzel  took  three  shots  from 
the  same  point  at  different  times  of 
day.  They  were  combined  by  digital 
illustrator  ("pixelographer")  Dan 
Mills,  who  says:  "The  trick  is  just  to 
make  it  look  real "  No  small  trick. 
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warriors 


The  HP  100LX  palmtop  PC  keeps 
you  in  touch  wherever  you  go. 

It  packs  cutting-edge  computing  and 
communications  features.  All  wrapped 
up  in  a  sleek  1 1-ounce  package.  Includ- 
ing one-key  access  to: 

1551  cc:  Mail®  Mobile,  the  market- 
ISSJ  leading  e-mail  software. 
Today's  new  card  modems  fit  neatly 
into  our  PCMCIA  2.0  slot,  connecting 
you  to  your  corporate  or  office  systems. 

§3*21  Take  your  office  with  vi  hi. 
■—  Built-in  MS  DOS8  5.0  means 
you  can  run  optional  PC  software. 
With  the  new  2-MB  memory,  you  can 
add  even  larger  applications,  such  as 
Quicken  and  ACT!. 


Use  the  built-in  applications  to  create 
custom  databases.  And  sort  through  a 
list  of  customer  billing  profiles  or  your 
favorite  restaurants. 

I  Keep  running  numbers  on 
I  the  run.  One  touch  brings  up 
Lotus®  1-2-3,®  Rel.  2.4.  You're  in  spread- 
sheet heaven! 

The  features  keep  coming.  Like  our 
appointment  book  to  keep  you  on  top 
of  your  schedule,  with  week-  and  month- 
at-a-glance.  Notetaker  to  capture  ideas. 
Powerful  analysis  on  the  HP  financial 
calculator.  Flexible  phone  book. 

All  this  and  much,  much  more.  Now  for 
much  less.  The  1-MB  HP  100LX  is  just 
$549.*  The  new  2-MB  version  only  $749.* 


For  more  information  and  the  name  of 
your  nearest  HP  100LX  dealer,  call  us  at 
1-800-443-1254,  Dept.  989:  Then  hit  the 
road  armed  with  all  the  right  answers. 


mL'HM  PACKARD 


•US  list  price  tin  Canada,  1-800-387-3867  cc  Mail  Mobile  is  b  trademark  of  cc 
Mail,  a  whollv  owned  subsidiary  of  Lotus  Development  Corporation  Microsoft  and 
MS-DOS  are  U  S  registered  trademarks  of  Microsoft  Corporation  Lotus  and  1-2-3 
areU  S  registered  trademarks  of  Lotus  Development  Corporation 
£>1994  Hewlett-Packard  Company  PG  12307A 


Since  Lante  Corporation  created  a  sales 

toolbox  using  Microsoft  Office  and 
Visual  Basic ,  sales  have  increased  128"-. 


Wonderware  Corp.  created  a  Microsoft 
Windows'-based  control  system  at  one-fourth 
the  cost  of  a  typical  configuration. 


Gateway  Group,  Inc  helped  integrate 
Microsoft  SQL  Server  into  an  image-based  billing 
system,  dramatically  improving  productivity. 


CHART  HOUSE 


Mien  j si  iti  ( )ffice  and  WinResources 
Computing,  Inc.  made  changing  menus  faster  and 
easier  for  this  popular  restaurant  chain. 


MTX  International,  Inc.  and  Stanford  Business 
Systems  ]oined  this  supermarket's  accounting 
and  point  of  sale  system  with  Microsoft  Access . 


MDL  Information  Svstems,  Inc.  and 
Microsoft  Office  provided  productivity  tools  allowing 
research  scientists  to  better  analyze  data. 


Platinum  Software  and  Paradigm  Technologies 
implemented  a  Windows  NT'-based 
client/server  architecture,  cutting  costs  65\ 


This  securities  firm  looked  to  Micro  Modeling 
Associates  and  Microsoft  Office  to  expedite  the 
delivery  of  investment  research  to  clients. 


This  law  firm  now  spends  less  time  on  paperwork 
thanks  to  Quickstart Technologies'  use  of 
Microsoft  Office  and  the  Windows  NT  family. 


OUR  EXPERTS  MAKE  IT  THEIR 
BUSINESS  TO  KNOW  YOURS. 


These  days,  businesses  are  in  a 
state  of  constant  technological 
 transition.  You  re  upsizing, 


downsizing,  or  just  trying 

MICROSOFT  .  . 

Windows  to  get  your  eclectic  col- 
lection of  hardware  and  software 
to  work  together. 

Enter  Microsoft  Solution 
Providers.  Independent  companies 
who,  working  with  Microsoft 
products  and  support,  are  dedicat- 
ed to  solving  business  problems. 

How?  Simply,  every  Microsoft 
Solution  Provider  (and  there  are 
thousands)  have  people  with  real- 
world  experience  in  integration, 
consulting,  development,  technical 
training,  and  support.  Talented 
teams  who  understand  that  a  health 
care  provider  has  different  busi- 
ness issues  than  a  bank. 

Many  have  Microsoft  Certified 
Professionals  on  staff.  People  who 
have  proven  their  technical  exper- 
tise by  passing  MlCrOSOft 
rigorous  certifi-  ItiillliH'IMU'liTHI'liMI 
cation  exams  on  Microsoft  products. 

Microsoft  Solution  Providers 
also  know  that  companies  are  work- 
ing in  mixed  computing  environ- 
ments. So  they're  well  versed  in 
solving  multiplatform  problems. 
For  a  brochure  on  the  solutions 
represented  here,  or  for  a  referral 
to  a  Microsoft  Solution  Provider, 
call  (800)  SOL-PROV,  Dept.  J6S. 

Microsoft 


SOLUTION  PROVIDER 


O  1994  Microsoft  Corporation.  All  rights  reserved.  In  the  50  United  States,  call  (K(IO)  7hS-776S.  Dept.  J6S;  in  Canada,  tall  (800)  563-9048;  outside  the  U.S.  and  Canada,  eal]  your  local  Microsoft  subsldlar)  "i  (206) 
9.56  K661.  Microsoft  and  Microsoft  Access  are  registered  ttademarks  and  Visual  Basic,  Windows  and  Windows  NT  ate  trademarks  of  Microsoft  Corporation 
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ICE  OF  BUSINESS 


100  INTRODUCTION 
THE  GREAT 
EQUALIZER 

Ever-cheaper  information  is  a 
boon  to  big  business,  of  course.  But 
the  little  guys  also  will  reap  many 
of  the  benefits — and  it  may  cost  all 
businesses  less  than  they  expect 

108  SMALL  BUSINESS 
GIANT  KILLERS 
ON  THE  LOOSE 

Af  overhead  costs  sink  drastically, 
a  phalanx  of  small  fry — armed 
with  high-tech  communications  tools 
and  computers — is  seizing  the 
advantage  from  bigger  companies 

I  1 2  WORKPLACE 
BREAKING  CHAINS 
OF  COMMAND 

Technology  is  giving  low-level 
workers  power  to  make  decisions 
that  have  long  been  their  managers' 
province — and  giving  white-collar 
techies  a  leg  up  on  the  career  ladder 

1 16  GOVERNMENT 
WASHINGTON  BOGS 
DOWN  IN  BOOTING  UP 

One  way  to  reinvent  government 
is  to  computerize  the  mammoth 
federal  agencies.  But  despite 
successes,  Washington  is  still  a  long 
way  off  from  a  digital  revolution 
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OVERVIEW 
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THE  GREAT 
EQUALIZER 


Information 
power  is 

jl 

getting  cheaper — 
and  not  only  big 
business  will  benefit 

BY    IRA  SAGER 


When  a  truck  rolls  into  the  mainte- 
nance bay  at  Ryder  System  Inc.'s  New 
Brunswick  (N.J.)  facility,  all  Karen  Rein- 
ecke  has  to  do  is  push  a  button  to  learn 
instantly  what's  ailing  the  vehicle. 
Reinecke,  a  technician  for  the  $4.2  bil- 
lion transportation  giant,  simply  touches 
the  probe  on  the  end  of  her  handheld 
computer  to  a  tiny  coin-shaped  disk  on 
the  truck's  cab  that  has  been  gathering 
information  on  engine  performance  and 
fuel  consumption  from  electronic  sen- 


sors under  the  hood.  Gone  is  the  guess- 
work— wrong  50%  of  the  time — in  find- 
ing engine  problems.  And  with  the 
sources  of  trouble  more  quickly  identi- 
fied, a  truck's  downtime  can  often  be 
cut  in  half. 

Information  Age  meets  Road  Warrior. 
Launched  in  mid-March,  Ryder's  Fast 
Track  Maintenance  Service  will  capture 
every  bit — and  byte — of  information  on 
its  trucks  electronically.  And  thanks  to 
all  the  new  data,  scheduling  the  com- 
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iy's  8,500  technicians  and  162,000 
;ks  will  be  simpler,  inventory  tracking 
1  parts  ordering  more  efficient,  and 
orts  to  fleet  customers  far  more  de- 
ed. Better  yet,  Ryder  will  be  able  to 
:  information  it  collects  on  engine- 
t  wear  to  negotiate  longer  warranties 
ti  suppliers. 

]hief  Information  Officer  Dennis  M. 
iger  figures  the  $33  mil- 
l  investment  in  new 
nputer  systems  will  pay 

itself  in  two  years, 
nee  we  have  that  data- 
e  of  not  only  how  to  fix 

truck,  but  of  failures, 
can  predict  which  com- 
lents  act  best  in  what 
ilications — whether  it's 

the  road  or  running 
und  town  supplying 
'ger  King,"  he  says. 
Ryder's  transformation  is 
:  one  small  part  of  a  qui- 
revolution  in  the  way 
iness  is  viewing  and  us- 

information.  After  years 
)ig  investments  in  tech- 
ogy  to  automate  such 
ts  as  order  entry  or  bill- 
,  companies  around  the 
rid  are  suddenly  scruti- 
ing  the  information 
se  systems  capture  to 
i  easier  and  more  effi- 
nt  ways  for  their  em- 
yees,  customers,  and 
spliers  to  do  business, 
e  reason:  Competitive 
ssure  is  pushing  compa- 
s  to  downsize  even  as 
y  improve  both  the 
>ds  they  make  and  the 
vice  they  provide, 
orced  to  do  more  with 
>,  corporate  giants  such 
IBM  and  at&t  are  scur- 
ng  to  reengineer  their 
>inesses  by  rethinking 
rk  flows  and  encourag- 
;  information  sharing 
ong  once-autonomous 
xloms  such  as  purchas- 
;,  manufacturing,  and 
rketing.  But  it's  not  just 
:  big  boys.  Smaller  companies  and 

self-employed  are  discovering  that 
ent  price  drops  and  performance  ad- 
ices  in  PCs,  wireless  communications, 
1  business  software  have  given  them 
:ap,  potent  weapons  to  compete 
nely  against  big,  deep-pocketed  ri- 
s  (page  108). 

employees,  too,  are  being  buffeted 


by  the  Information  Revolution.  As  busi- 
nesses depend  more  on  collecting,  ana- 
lyzing, and  sharing  information  across 
their  operations,  they're  demanding  new 
worker  skills  for  the  Digital  Age  (page 
112).  A  recent  survey  by  compensation 
consultants  N.  E.  Fried  &  Associates 
found  that  at  least  half  the  secretaries 
at  most  of  478  U.  S.  companies  used  ba- 


How  the  Information  Age  Is 
(hanging  Business 

The  advance  of  digital  technology  is  having  a  dramatic 
impact  on  businesses,  their  workers,  and  the  suppliers 
and  customers  who  trade  with  them.  Here's  how: 

ORGANIZATION  New  electronic  systems  arc  breaking  down 
old  corporate  barriers,  allowing  critical 
information  to  be  shared  instantly  across 
functional  departments  or  product  groups — 
and  even  with  workers  on  the  factory  floor. 

OPERATIONS 

Manufacturers  are  using  information 
technology  to  shrink  cycle  times,  reduce 
defects,  and  cut  waste.  Likewise,  service 
firms  are  using  electronic  data  interchange 
to  streamline  ordering  and  communication 
with  suppliers  and  customers. 

STAFFING 

New  systems  and  processes  have  eliminated 
management  layers  and  cut  employment 
levels.  Meanwhile,  companies  are  using  less 
costly  computers  and  communication 
devices  to  create  "virtual  offices"  from 
workers  in  far-flung  locations. 

NEW 

PRODUCTS 

The  information  "feedback  loop"  is 
collapsing  development  cycles.  Companies 
are  electronically  feeding  customer  and  mar- 
keting comments  to  product-development 
teams  so  that  they  can  rejuvenate  product 
lines  and  target  specific  consumers. 

CUSTOMER 
RELATIONS 

No  longer  simply  an  "order  entry"  job, 
customer-service  representatives  are  tapping 
into  companywide  databases  to  solve  callers' 
demands  instantly,  from  simple  changes  of 
address  to  billing  adjustments. 

sic  spreadsheet  software.  And  factory 
workers  at  world-class  manufacturers 
such  as  Motorola  Inc.  must  have  the 
math  and  basic  computer  skills  to  run 
computer-programmed  machinery  or  use 
statistical  process  controls  to  monitor 
quality  on  the  production  line.  "The 
companies  that  do  not  provide  informa- 
tion on  an  accessible  basis  to  those  that 


need  it  will  be  disadvantaged,"  says 
Robert  M.  Howe,  a  former  Booz  Allen 
&  Hamilton  Inc.  consultant  who  since 
1991  has  run  IBM's  fledgling  consulting 
business. 

Luckily,  a  new  generation  of  cheap 
computers  and  advances  in  software  and 
networks  allow  U.  S.  business  to  ferret 
out  information  it  couldn't  afford  to  find 
in  the  past.  Andersen 
Corp.,  for  example,  can 
manufacture  windows  to 
order  because  it  installed 
PCs  in  stores  to  let  custom- 
ers configure,  price,  and  or- 
der their  own  windows. 
And  emerging  technologies 
such  as  digital  image  pro- 
cessing and  object-orient- 
ed software,  which  allow 
programs  to  be  written  in 
easy-to-reuse  blocks,  will 
let  companies  capture  in- 
formation without  the 
cumbersome  and  costly 
process  of  translating  it  into 
arcane  computer  language. 
"All  of  a  sudden,"  says 
at&t  cio  Ron  J.  Ponder, 
"it  doesn't  cost  as  much  to 
have  this  technology." 

That's  why  many  com- 
panies are  finding  it's  nev- 
er too  late  to  automate. 
With  almost  daily  advances 
in  computers,  software,  and 
networks,  the  cost  of  com- 
puting power  is  dropping 
roughly  30%  every  12 
months.  Some  companies 
that  are  only  starting  to  go 
digital  with  networks  of 
PCs  or  fast  workstations 
find  their  processing  costs 
actually  lower  than  those 
of  competitors  who  took 
the  plunge  in  the  early 
1980s,  when  costly  main- 
frames ruled  the  earth.  In 
fact,  USAir  says  it  will  get 
a  leg  up  on  competitors — 
and  may  spend  half  the 
amount  rivals  American 
Airlines  and  United  Air- 
lines pumped  into  their 
mainframe  computer  systems.  The  rea- 
son: It's  using  hundreds  of  workstations 
to  tear  through  critical  ticketing  infor- 
mation overnight — which  some  compet- 
itors take  a  couple  of  days  to  crunch. 

Getting  information  faster  and  more 
accurately  can  dramatically  alter  the 
rules.  Look  at  how  the  relationship  be- 
tween suppliers  and  customers  has 
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BUSINESS 


changed  for  retailers.  In  the  1970s,  U.  S. 
merchants  started  to  replace  clunky  cash 
registers  w  ith  electronic  point-of-sale  ter- 
minals that  made  tabulating  receipts 
easier.  But  it  wasn't  until  the  1980s, 
when  scanners  and  bar  codes  became 
de  rigueur,  that  retailers  fully  appreciat- 
ed the  wealth  of  information  they  have 
on  their  customers — everything  from 

TOKEN  EFFORT: 

E LE CTRONI C  TO L L BOOTHS 

IN  GEORGIA 


you're  at  the  [wrong}  end  of  the  chain." 

Retailing  is  by  no  means  the  only  in- 
dustry in  the  midst  of  this  info-tech  rev- 
olution. Whether  it's  IBM  giving  sales- 
people once  closely  guarded  data  on 
product  costs  so  that  they  can  quickly 
respond  to  customer  bids  or  Ryder's  dig- 
itized garage,  companies  in  almost 
every  industry  are  keen  to  gain  compet- 
itive advantage  by  employing  digital 
technologies  to  manipulate  information. 
"The  more  you  know  about  your  consu- 
mers, the  more  you're  able  to  predict 


how  often  they  use  credit  cards  to  what 
color  socks  sell  best  on  Friday  night. 

Now,  instead  of  taking  product  deliv- 
eries when  vendors  dictate,  merchants 
such  as  Wal-Mart  Stores  Inc.  increasing- 
ly are  telling  manufacturers  what  they 
want  and  exactly  when  and  where  they 
need  it.  Meanwhile,  savvy  suppliers  are 
tapping  this  information  to  fine-tune 
their  own  production  schedules  accord- 
ing to  what  consumers 
are  buying.  "Point- 
of-sale  [technology] 
changed  the  balance  of 
power  between  retailers 
and  consumer  goods 
manufacturers,"  says 
Gerald  Loev,  former 
CIO  of  Prudential 
Insurance  Co.  and  now 
head  of  a  consulting  ser- 
vice for  Computer  Sci- 
ences Corp.'s  Index 
unit.  Adds  Deloitte  & 
louche  Managing  Di- 
rector William  Atkins: 
"If  vou're  the  vendor. 


Something  as 
simple  as  sharing 
an  idea  can  pit 
technology  against 
heman  nature 


what  they  want,  and  the  more  you're 
able  to  deliver  products  that  the  cus- 
tomers want  to  buy,"  says  John  W. 
Harper,  chief  financial  officer  for  USAir 
Inc.  "In  some  cases,  you  can  even  cre- 
ate demand  if  you  have  the  right  infor- 
mation." That  way,  USAir  can  "micro- 
analyze"  data  on  the  160,000  people  it 
carries  each  day  to  find  the  best  fare 
and  schedule  to  fill  its  Friday  afternoon 
flight  from  Pittsburgh  to 
Harrisburg. 

Above  all,  the  compa- 
nies most  adept  at  ex- 
ploiting technology  to 
mine  data  are  seeking 
something  basic:  to 
please  customers.  In 
fact,  a  recent  Computer 
Sciences  survey  of  infor- 
mation system  manag- 
ers at  U.  S.  and  Europe- 
an corporations  found 
that  customer  service  is 
the  No.  1  focus  of  their 
companies'  investments 
in  technology.  Ryder's 


Klinger  says  the  new  technology  his 
company  is  using  is  the  only  way  it  can 
boost  its  customer  satisfaction  rating  to 
95%,  from  the  current  88%,  by  the  end 
of  1995. 

Edward  L.  Schrenk,  senior  vice-pres- 
ident at  United  Services  Automobile 
Assn.  (USAA)  in  San  Antonio,  goes  fur- 
ther. He  credits  much  of  the  insurance 
and  financial  services  company's  success 
to  its  commitment  to  technology.  In  just 
15  years,  USAA  has  mushroomed  to  the 
nation's  fifth-largest  private  auto  insur- 
er and  fourth-biggest 
provider  of  homeown- 
ers' coverage,  with 
$18.5  billion  in  assets. 

Since  1969,  USAA 
has  spent  $130  million 
on  computer  and  im- 
aging technologies  to 
boost  customer  service 
and  lower  costs.  To- 
day, it  boasts  an  infor- 
mation system  so  ad- 
vanced that  it  can 
track  minute  details, 
such  as  which  auto 
parts  are  getting  fixed 
most  often.  Why  both- 
er? USAA  passes  that 
data  to  parts  suppliers 
who  then  make  those 
parts  if  there  is  a 
chance  for  improve- 
ment or  if  they  can 
make  them  more 
cheaply.  The  Big  Three  also  get  data 
from  USAA  to  improve  their  parts. 

Likewise,  USAA  had  been  trying  for  a 
long  time  to  get  glass  shops  to  repair 
windows  that  had  punctures  outside  the 
driver's  field  of  vision,  but  no  cracks. 
But  shops  would  rather  pocket  the  $275 
to  replace  an  entire  windshield  than 
charge  $35  to  repair  it.  So  even  though 
USAA  offered  to  waive  the  deductible  if 
customers  would  fix  the  glass,  body  shop 
owners  were  convincing  drivers  to  re- 
place the  whole  thing.  Only  when  USAA 
started  capturing  data  and  publishing 
the  repair  record  of  various  shops  in  its 
newsletter  did  this  start  to  abate.  The 
shops  realized  where  they  stood  relative 
to  the  competition  and  didn't  want  to 
lose  I  SAA's  referrals.  The  percentage  of 
repairs  zoomed  to  28%  from  5%  in  just 
four  years. 

To  be  sure,  not  all  companies  have 
been  as  successful  in  making  huge  in- 
vestments in  technology  pay  off.  The 
problem,  consultants  say,  has  been  the 
traditional  view  of  technology  as  a  tool 
simply  to  cut  costs  and  support  already- 
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I  finally  found  a  company  who 
backs  up  their  dedicated  lines 
with  dedicated  people." 


"I  knew  I  could  choose  my  long 
distance  carrier.  I  didn't  know 
I  could  choose  my  local  carrier,  too." 

"It's  nice  to  have  an  option  in  local  private  line  service.  Especially  when 
that  option  is  Teleport  Communications  Group  (TCG).  They're  the 
ones  who  deliver." 

"Fast  installation,  99.99%  availability, 
customer  service  in  minutes  instead 
of  hours  or  days,  and  people  who 
treat  me  like  I'm  special.  What  more 
could  I  ask?" 

"Every  way  you  measure  private  line  performance,  TCG  measures  up. 
And  after  years  of  settling  for  what  1  could  get,  Fm  finally  getting  what 
I  want.  Why  didn't  1  think  of  this  sooner?" 


You'll  be  important  to  us.  Make  us  prove  it. 


Call  1-800-969-5686  ext.  110  for  a  free  network  evaluation  without  any  obligation. 
Or  fax  us  this  coupon  at  1-800-899-9155  for  literature  and  more  information. 
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Zip . 


Type  of  business  

Do  you  play  a  role  in  your  company's  telecommunications  decisions' . 
Tel  (  )  


#  of  employees  at  this  location . 


Fax  ( 
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existing  operations.  In  the  early  1980s, 
companies  such  as  General  Motors  Corp. 
were  convinced  that  huge  investment 
in  robotics  to  automate  manufacturing 
plants  would  boost  productivity.  It  didn't. 
"In  the  past,  the  technology  was  seen 
as  a  peripheral  vehicle  for  implement- 
ing the  strategy,"  says  Joe  Carter,  manag- 
ing director  of  Andersen  Consulting's 
new  technology  center  in  Palo  Alto,  Cal- 
if. "Today,  technology  is  the  strategy." 

In  fact,  much  of  the  ac- 
tion in  corporate  informa- 
tion systems  now  in- 
volves capturing  data  on 
customers.  "We  have  to 
have  an  end-to-end  [di- 
rect] relationship  with  our 
customers,"  says  AT&T-'s 
Ponder,  who  was  recruit- 
ed by  the  telecom  giant 
less  than  a  year  ago  to 
help  link  corporate  goals 
with  AT&T's  massive 
technology  investments. 

For  a  $67  billion  behe- 
moth like  AT&T,  under- 
standing customer  needs 
is  critical.  Ponder  argues 
that  large  companies  will 
find  that  future  opportu- 
nities for  growth  will  be 
in  smaller  markets  or 
niches,  with  customers 
they  already  have.  "You 
can't  win  anymore  by 
selling  10  million  of  a 
product,"  he  says. 

The  real  breakthroughs 
will  come  from  the  abil- 
ity to  "mine"  informa- 
tion— the  process  of 
quickly  gathering  and  an- 
alyzing the  millions  of 
bits  of  data  that  a  busi- 
ness generates  each 
day — and  steer  various 
pieces  to  the  right  people- 
within  the  organization. 
"Power  used  to  be  that 
you  controlled  the  infor- 
mation," says  IBM's 
Howe.  "Now,  power 
comes  from  providing 
greater  access  to  the  information." 

But  first,  companies  have  to  know 
their  customers  in  even  more  detail. 
Dell  Computer  Corp.  CIO  Thomas  L. 
Thomas  says  new  computer  systems  he 
is  installing  will  make  Dell  the  "Niel- 
sen" of  the  computer  business.  By  us- 
ing new  systems  to  track  customers'  de- 
tailed buying  habits,  Dell  hopes  one  day 
to  be  able  to  anticipate  their  needs  and 


call  them  with  just  the  product  they're 
most  likely  to  buy — say,  more  memory 
or  new  software. 

Dell  is  also  investing  heavily  in  a  glo- 
bal information  system  that  will,  among 
other  things,  enable  a  registered  repair- 
person in  any  country  to  pull  up  data  on 
any  Dell  PC — in  his  or  her  native 
tongue.  That  does  away  with  the  need 
to  print  manuals  in  many  different  lan- 
guages. Over  time,  Dell  even  plans  to 


INFORMATION  PRIORITIES  HAVE 
CHANGED  RAPIDLY 


NORTH  AMERICAN  RANK 
1989  1994 

TOP  ISSUES 

EUROPEAN  RANK 
1989  1994 

1  1 

1 

Reengineering  processes  through 

o               or  o 

information  technology 

17 

1 

2 

2 

Aligning  information  services 

o  o 

and  corporate  goals 

3 

3 

6 

3 

Organizing  and 
utilizing  data 

7 

5 

7 

4 

Instituting  cross-functional 
systems 

5 

4 

5 

5 

Setting  up  information-system 
infrastructure 

8 

7 

13 

6 

Improving  the  systems- 
development  process 

10 

6 

NR 

7 

Updating  obsolete 
systems 

NR 

12 

12 

8 

Integrating 
systems 

14 

13 

8 

9 

Improving  information- 
services  personnel 

4 

8 

NR 

10 

Changing  technology 
systems 

NR 

14 

4 

1  1 

Developing  an 
information-services  strategy 

2 

17 

14 

12 

Cutting  information-services 
costs 

16 

2 

SOURCE:  COMPUTER  SCIENCES  CORP.,  CAMBRIDGE.  MASS  ,  BASED  ON  782  SURVEY  RESPONSES  FROM  SENIOR  INFORMATION  SYSTEMS  EXECUTIVES 

NR:  Not  ranked 

give  its  more  sophisticated  customers 
access  to  this  information  system — al- 
lowing Dell  to  reserve  more  expensive 
human  hand-holding  for  less  savvy  cus- 
tomers. Starting  this  year,  some  custom- 
ers will  be  able  to  order  additional  PCs 
and  receive  shipment  without  ever  talk- 
ing to  a  salesperson.  Later,  they  will  be 
able  to  pull  up  technical  information  to 
diagnose  and  fix  problems  on  their  own, 


rather  than  tapping  Dell's  service  desk. 

Indeed,  customer  service  is  one  of 
technology  investment's  hottest  areas. 
Good  customer-service  systems  can  cut 
field-service  costs,  improve  relationships 
with  existing  customers,  and  eventual- 
ly generate  new  sales.  GTE  Corp.  cus- 
tomers used  to  get  bounced  around  un- 
til they  found  the  right  department  or 
person  to  send  out  a  repairperson  or  pro- 
cess an  order.  That's  because  operators 
could  do  little  more  than 
take  down  basic  informa- 
tion and  pass  the  caller 
along.  "It  proved  to  be 
not  very  good  customer 
service,  but  also  very  ex- 
pensive to  us,"  says  Lan- 
ny  Russell,  a  vice-presi- 
dent of  GTE's  telephone 
operations. 

GTE  decided  that  the 
best  way  to  service  its 
customers  was  to  offer 
"one-touch"  service — 
from  the  same  operators 
who  used  to  pass  the  call. 
That  led  the  company  to 
start  developing  a  new 
system  in  1992  to  give 
operators  access  to  sever- 
al corporate  databases 
quickly,  allowing  it  in- 
stantly to  send  out  a  re- 
pair truck  or  even  test  the 
line  electronically.  In  pi- 
lot tests,  operators  now 
solve  problems  with  one 
call  35%  of  the  time — 
compared  with  one  in 
200  just  over  a  year  ago. 
"We'll  be  able  to  provide 
better  service  in  three 
years  than  we  can  to- 
day— and  we'll  be  able  to 
do  it  with  much  lower 
employee  counts,"  pre- 
dicts Russell. 

Increasingly,  companies 
are  leveraging  their  exist- 
ing information  expertise 
into  new  businesses  and 
markets.  Dallas-based 
Amtech  Corp.  is  a  $60 
million  company  doing  a  thriving  busi- 
ness supplying  railroad  companies  with 
computerized  systems  that  track  exactly 
where  railcars — and  goods — are,  any- 
where in  the  nation.  The  company  is 
using  the  same  radio-frequency  technol- 
ogy to  branch  into  automated  toll-col- 
lection systems  to  help  state  and  local 
government  reduce  delays  at  toll  plazas. 
With  Amtech  s  svstem,  commuters  use  a 
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r 
L 


VThen  your  mailhox  gets  a  fax,  our  satellite 
messaging  system  notifies  you  —  in  thousands  of 
cities  and  towns  throughout  the  United  States. 


And  you  can  prote  ci  the 
confidentiality  of  your  documents 
by  deciding  the  right  time  and 
place  to  retrieve  them  ...at  a 
hotel,  a  customers  office  or 
an  airport  cluh. 


With  SkyFax,  your  faxes  are  sent 
to  your  personal  fax  madhox. 


Introducing  SkyFax. 


Tke  fax  tkat  finds 


tke  road. 


And 


you  on  me  roa< 


,dv. 


arrives  wnen  you  re  reai  j 

^Jow  it's  easier  to  manage  your  faxes  when  you  travel,      modem.  Or,  if  you  prefer,  choose  one  location  in  advance 


iks  to  a  new  service  rrom  SkyTel®  called  Sk  vFax!" 

With  just  one  numher, 


and  faxes  will  arrive  there  automatically. 

I  „  TTU      Jm,               With  just  one  numher,  You  decide  when  it's  appropriate  to  receive  information, 

^A^^^^n^f    chents  and  colleagues  can  ensuring  confidentiality  wherever  you  travel.  Sensitive 

h  you  directly,  even  if  they  don't  know  where  you  are.  documents  won't  arrive  at  the  hotel  or  the  client's  office 

lend  a  fax,  they  simply  call  your  personal  fax  mailhox.  hours  hefore  you  do.  Or  1  lours  after  you  leave, 

n  your  SkyWord®  pager  alerts  you  that  a  fax  is  waiting.  SkyFax.  Ready  when  you  are.  And  available  only  from 

You  can  have  documents  sent  to  any  fax  machine  you  Skylel,  the  leader  in  glohal  wireless  messaging, 
gnate.  Even  direct  them  to  your  laptop  through  a  fax 


To  learn  more  about  SkyFax,  call  1-800-395-8930. 


THE       NEW       F  A   C   E       O   F  BUSINESS 


credit-card-sized  tag  on  their  car  that 
emits  a  signal  at  the  tollgate  identifying 
the  owner  without  stopping.  Monthly 
tabs  ean  be  settled  via  credit  card. 

For  some  companies,  the  only  way  to 
avoid  falling  behind  competitors  is  to 
build  organizations  and  systems  that  can 
adapt  quickly  to  marketplace  changes. 
At  Texas  Instruments  Inc.,  the  motto  is 
"Change  faster  than  change,"  says  CIO 
J.  R.  "Bob"  McLendon.  TI,  which 


spends  more  than  4%  of  revenues  on 
information  technology,  has  long  been 
a  leader  in  the  use  of  technology — -it  has 
had  a  sophisticated  e-mail  system  for  15 
years,  for  example. 

Now,  McLendon  is  using  that  exper- 
tise to  build  what  he  calls  "the  virtual 
factory,"  a  system  to  let  TI  build  any 
product  any  time  at  any  of  its  factories 
worldwide — with  all  the  engineering 
specs  and  invoices  moving  electronical- 


ly. Already,  Tl's  product  designers  can 
transmit  designs  and  equipment  setup 
instructions  to  automated  manufactur- 
ing sites  globally.  For  example,  TI  keeps 
its  big  million-dollar  chip  testers  in  the 
Philippines,  but  they're  controlled  by 
test  engineers  in  Houston.  While  TI  still 
has  a  way  to  go,  McLendon  boasts  that 
the  semiconductor  group  reduced  cycle 
time  from  order  to  delivery  an  astound- 
ing 39%  last  year — largely  by  linking  its 


HOW  TECHN010GY 
TRANSFORMS  WORK 

Innovation  and 
technological  change 
create  winners  and 
losers.  Wal-Mart 
rises  and  Sears  falls. 
Microsoft  triumphs 
and  IBM  slumps. 
The  same  is  true  for 
labor:  Some  workers 
suffer  job  losses, 
while  others  get  paid 
to  ride  the  high-tech 
revolution.  Right 
now,  the  squeeze  on 
jobs  is  most  obvious 
and  worrisome.  But 
over  the  past  200 
years  or  so,  there 
has  been  no 
long-term  trend 
toward  higher 
unemployment 
because  of 
investment  in  new 
machines  and 
technology. 


SK1U  AND 
EDUCATION 


UEKIIEENK 
THE  WORKPLACE 


FUTURE 
RETURNS 


Over  the  past 
two  decades,  the 
Information 
Revolution  has 
been  leaving  the 
less  skilled  and 
less  educated 
worker  behind. 
But  it  has  been  a 
boon  for  those 
with  at  least  some 
college  education. 


"  PERCENT  OF  WORKERS  ' 
USING  COMPUTERS  ON 
THE  JOB,  BY  EDUCATION 


LESS  THAN  HIGH 
HIGH  SCHOOL  SCHOOL 
DATA:  ALAN  B  KRUEGER  OF  PRINCETON  UNIVERSITY 


Service  sector  productivity  is  picking  up  smartly.  One 
reason:  High  tech  has  taken  root  in  service  industries. 

WORKERS  USING  COMPUTERS  ON  THE  JOB,  BY  INDUSTRY 


Finance,  insurance,  and  real  estate 

71% 

Public  administration 

62% 

Transportation,  communication, 
and  other  public  utilities 

40% 

Services 

39% 

Manufacturing 

36% 

Mining 

31% 

Wholesale  and  retail  trade 

28% 

Construction 

1  3% 

DATA  CENSUS  BUREAU,  1989 


With  technological  leadership  in  U.S.  hands,  high-tech 
producers  pay  workers  well. 

AVERAGE  WEEKLY  WAGE  FOR  PRODUCTION  WORKERS  IN  1993 


High-technology  manufacturing  industries* 

$565.75 

All  other  manufacturing  industries 


•DRAWN  FROM  12  INDUSTRIAL  GROUPS,  INCLUDING  INDUSTRIAL 
INORGANIC  CHEMICALS.  DRUGS,  ENGINES  AND  TURBINES,  COMPUTERS 
AND  OFFICE  EQUIPMENT,  COMMUNICATIONS  EQUIPMENT,  ETC. 

DATA:  BUREAU  OF  LABOR  STATISTICS 
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nputers  into  one  global  network, 
nitored  from  a  space-age  control  cen- 
near  Dallas,  Tl  can  reengineer  pro- 
ses on  the  fly — though  the  chips  may 
ordered  in  Japan,  developed  in  Tex- 
and  made  in  the  Philippines, 
f  concepts  such  as  the  virtual  facto- 
>r  the  virtual  office  are  going  to  take 
however,  companies  will  have  to 
nge  their  corporate  cultures  in  addi- 
1  to  adding  new  digital  technology. 


As  companies  break  down  the  barriers 
between  departments  and  their  custom- 
ers, "sharing  information  becomes  real- 
ly critical  to  any  organization's  success," 
says  Thomas  H.  Davenport  Jr.,  a  con- 
sultant with  Ernst  &  Young. 

The  problem,  Davenport  argues,  is 
that  many  companies  spend  big  on  tech- 
nology to  allow  employees  to  share  infor- 
mation, but  forget  that  sharing  ideas  is 
an  "unnatural  act"  in  corporate  cultures 


that  reward  individual  achievement.  "If 
we  really  cared  about  information  shar- 
ing, we  would  start  to  evaluate  people 
by  how  well  they  share,"  says  Daven- 
port. With  the  amount  of  information 
that  flies  around  organizations  growing 
daily,  focusing  on  information  sharing — 
instead  of  just  information  technology — 
may  be  the  next  revolution. 

With  Peter  Burrows  in  Dallas  and  bureau 
reports 


inologica!  change  and  office  automation  will 
ik  these  jobs... 

NT  EMPLOYMENT  CHANGE,  1992-2005 


mputer  operators 

-39% 

ling,  posting,  and  calculating  -29% 
chine  operators 

ephone  operators 

-28% 

pists  and  word  processors 

-16% 

nk  tellers 

-4% 

DATA:  BUREAU  OF  LABOR  STATISTICS 


ess  investment  is  skyrocketing  as  the  cost  of  labor 
lore  than  tripled  compared  with  the  cost  of  capital. 


RATIO  OF  TOTAL  LABOR  COMPENSATION  COSTS 
PER  UNIT  OF  OUTPUT  TO  THE  BLENDED  COST 
OF  DEBT  AND  EQUITY  FINANCING 


...but  technology  also  generates  new  openings  in  the 
info-tech  world. 

FIVE  FASTEST-GROWING  OCCUPATIONS  REQUIRING  A  COLLEGE  DEGREE,  1992-2005 


Companies  are  doing  more  with  less.  Classic  white-collar 
workers  are  being  replaced  by  high-tech  machines. 

17   


3MINISTRATIYE  EMPLOYEE 

TOTAL  CIVILIAN  EMPLOYMENT 


I'"  mum  iiiiiiiiiiiiiiiiiiniiiiiii 

•81    '82    '83    '84    '85    '86    '87    '88   '89   '90   '91    '92  '93 
IEX:  1982=100  DATA:  REGIONAL  FINANCIAL  ASSOCIATES 

>ur  own  boss.  Computers  linked  to  the  Superhigh- 
:ould  open  up  new  opportunities  for  entrepreneurs. 


_L 


PERCENT  OF  CIVILIAN  WORKFORCE 


i   '   i   i   '   '   '   '  ' 


'90  '93 
DATA:  BUREAU  OF  LABOR  STATISTIC 


'82  '83 


'85     '86  '87 


'89     '90     '91     '92  '93 
DATA:  BUREAU  OF  LABOR  STATISTICS 


But  the  impact  of  the  Superhighway  on  jobs  depends 
on  government  policy.  Look  at  the  effect  of  permit- 
ting the  Baby  Bells  into  new  business. 

PERCENT  GROWTH  IN  EMPLOYMENT 
WITHOUT  AND  WITH  POLICY  CHANGE 
IN  LINE  OF  BUSINESS  RESTRICTIONS 

10 


NO  CHANGE  IN  POLICY 
LESS  RESTRICTIVE  POLICY 


993-1998 


1998-2003 

DATA:  WEFA  GROUP 
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SMALL  BUSINESS 


GIANT  KILLERS 

ON  THE  LOOSE 


Armed  with 
high-tech 


information  tools, 
small  fry  are  seizing 
the  edge  from  bigger 
companies 

BY    PETER  BURROWS 

W  hen  basketball  player-cum-rapper- 
cum-movie  star  Shaquille  O'Neal  wants 
to  ride  a  bicycle,  endorsement-hungry 
bikemakers  want  to  make  him  happy. 
But  satisfying  the  Shaq's  7-foot-l-inch, 
301  -pound  frame  requires  lots  of  cus- 
tom work,  including  reinforced  tubes, 
wheels  usually  used  for  tandem  bikes, 
and  an  extended  back  end  so  his  heels 
don't  hit  the  rear-wheel  hubs. 

Fortunately,  that's  only  a  day  or  so  of 
extra  work  for  Cannondale  Corp.,  based 
in  Georgetown,  Conn.  Unlike  larger  ri- 
vals, the  fast-growing  $100  million 
bikemaker  in  1991  installed  a  sophisti- 
cated manufacturing  system  that  lets  it 
alter  tube  dimensions  with  a  few  strokes 
on  a  keyboard  and  cut  the  correct  an- 
gles with  a  computer-controlled  laser.  So 
while  larger  rivals  struggle  for  months 
to  build  proton,  pes  using  clunky  frames 
and  fixtures,  Cannondale  turns  out  mod- 
el variations  in  a  matter  of  hours.  This 
lets  it  refresh  its  product  line  annually, 
vs.  the  industry  norm  of  three  years,  and 
attack  new  niches  at  low  cost.  "We  can 
take  chances  in  a  way  we  couldn't  be- 
fore," says  Richard  J.  Resch,  vice-presi- 
dent for  technology  development. 

Cannondale  is  one  of  scores  of  rising 
stars  embracing  information  technology 
to  get  ahead.  Using  low-cost  computers 


and  new  software  applications  for  every- 
thing from  computer-aided  design  to  fi- 
nancial management,  these  small  and 
midsize  companies  are  wiping  away  ad- 
vantages once  held  by  giant  rivals.  Mo- 
dem-equipped notebook  computers  let 
them  set  up  international  sales  opera- 
tions without  expensive  office  space. 
Communications  gear  for  issuing  invoic- 
es and  for  sharing  technical  data  enable 
pint-size  suppliers  to  buddy  up  to  key 
customers.  And  the  Information  Super- 
highway, although  nascent,  is  present- 
ing small  fry  with  reams  of  market  data 
and  new  business  opportunities.  "Big 
companies  used  to  be  able  to  do  things 
small  companies  couldn't,"  says  consul- 
tant Robert  K.  Hall,  author  of  The  Street- 
i  orner  Strategy  for  1 1  inn  nig  Lota/ .  Markets. 
"But  that  gulf  has  narrowed." 

For  some,  technology  means  survival. 
Cyrix  Corp.,  a  semiconductor  manufac- 
turer in  Richardson,  Tex.,  owes  its  ex- 
istence to  sophisticated  design  tools  that 
let  it  clone  industry-standard  micropro- 


REINVENTING  THE  WHEEL: 
CANNONDALE  RESEARCH 
DIRECTOR  DICK  RESCH 

cessors  made  by  Intel  Corp.  These  tools 
let  Cyrix'  engineers  simulate  how  a  new 
design  will  work  before  they've  drawn 
even  a  fraction  of  the  millions  of  circuits 
that  will  ultimately  be  required.  In  this 
way,  Cyrix  says  it  developed  its  latest 
processor  in  two  years  for  $15  million, 
compared  with  the  four-year,  $250  mil- 
lion effort  to  make  Intel's  486  chip. 

But  like  other  high-tech  upstarts,  Cy- 
rix takes  its  devotion  to  technology  be- 
yond the  lab.  All  20  U.  S.  salespeople 
work  from  their  homes,  fully  equipped 
with  cellular  phones,  notebook  PCs,  and 
pagers.  And  a  real-time  order-process- 
ing system  lets  them  check  for  product 
availability  at  a  moment's  notice.  Many 
rival  salespeople  must  fill  out  sales  re- 
ports, get  approvals,  and  arrange  follow- 
on  meetings  to  close  deals.  "By  elimi- 
nating all  this  goofing  around,  we  can 
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You'll  be 
done  before 
you  know  it. 

The  newer, 

faster,  better 

HP  LaserJet  4  Plus. 

Twelve  pages  per  minute.  A  faster 
RISC  processor.  And  an  advancement 
that  returns  the  use  of  your  PC  more 
quickly  All  with  HP's  superior  600-dpi 
print  quality  What  are  you  waiting  for? 

The  new  HP  LaserJet  4  Plus  printer 
delivers  even  greater  performance 
than  its  groundbreaking  predecessor, 
the  LaserJet  4.  And  it  does  so  for  the 
same  price.  Only  $1,839  U.S.  list. 

See  your  Yellow  Pages  for  a  dealer 
near  you.  Move  up  to  the  new  HP 
LaserJet  4  Plus,  or  to  the  LaserJet  4M 
Plus  for  mixed  environments  and  net- 
works. And  move  on  to  your  next  project 


You  do  your  job.  We'll  do  ours. 

HP  LaserJet  Printers 

B HEWLETT® 
PACKARD 


T  H  E       N   E  W 


NESS 


compete  with  companies  with  200  sales- 
people." says  Steve  Domenik,  Cyrix' 
marketing  vice-president. 

To  be  sure,  Cyrix  is  an  exception 
when  it  comes  to  information  technol- 
ogy. "A  pretty  low  percentage  of  small 
companies  use  computers  for  anything 
other  than  bookkeeping,"  admits  Phil- 
ip N.  Nanzetta,  director  of  the  Com- 
merce Dept's  Manufacturing  Extension 
Partnership,  a  nationwide  program  to 
bring  high  tech  to  small  manufacturers. 
In  fact,  large  firms  are  twice  as  likely  to 
use  computer-controlled  machine  tools 
and  16  times  more  likely  to  use  robot- 
ics. And  while  82%  of  500  entrepren- 
eurs surveyed  by  IBM  say  they  use  desk- 
top computers,  only  26%  employ 
facsimile  machines  and  only  6%  plan  to 
implement  manufacturing  automation 
systems. 

But  this  technophobia  is  certain  to 


as  Commerce's  seven  re- 
gional Manufacturing 
Extension  centers  and 
28  "teaching  factories" 
run  by  the  National 
Center  for  Manufactur- 
ing Sciences  in  Ann  Ar- 
bor, Mich. 

Technology  suppliers 
are  poised  to  exploit  this 
increased  interest  from 
small  companies.  "We 
think  small  and  medium 
companies  represent  half 
the  market,  and  that  segment  is  grow- 
ing at  roughly  double  the  rate  of  large 
companies,"  says  IBM  General  Manager 
Wirt  M.  Cook,  who  runs  the  U.  S.  unit 
that  sells  to  small  and  midsize  compa- 
nies. Once  an  afterthought  for  Big  Blue, 
Cook's  unit  is  now  as  profitable  as  its 
large-accounts  business — thanks  to  a 


The  Info  Highway 

may  well  cut 
overhead  costs  to 
little  more  than 
PC  and  modem 


WITH  TECHN010GY,  SMALL  COMPANIES  HAVE  AN  EDGE. 


►  Unfettered  by  bureaucracy  and  expensive  existing  information  systems, 
small  companies  can  implement  new  technologies  more  rapidly  and 
effectively  than  larger  counterparts. 

►  As  companies  become  electronically  linked,  outsourcing  of  functions  from 
accounting  to  product  development  by  large  companies  creates  many 
opportunities  for  highly  skilled  small  shops. 

►  Electronic  bulletin  boards  and  on-line  data  services  give  small  companies 
access  to  more  market  data  and  business  opportunities  than  ever  before, 
allowing  them  to  quickly  attack  new  opportunities. 


...AND  (AN  STILL  KEEP  UP  WITH  THE  BIG  BOYS 


►  Cheap  computer-aided  design  and  manufacturing  software  and  flexible 
factories  let  small  companies  crank  out  multiple  prototypes  quickly  and 
cheaply  without  large  product  development  labs. 

►  Groups  of  small  companies  can  easily  use  information  links  to  form 
"virtual  corporations,"  gaining  market  heft  while  enabling  each  to 
concentrate  on  what  it  does  best. 

►  Mobile  computing  lets  small  companies  compete  around  the  world 
without  setting  up  expensive  branch  offices. 


weaken.  For  starters,  major  manufactur- 
ers such  as  Ford  Motor  Co.  and  Boeing 
Co.  continue  to  require  suppliers  to  in- 
stall such  technologies  as  electronic  data 
interchange,  which  replaces  paper  order 
documents  with  standard  electronic 
forms,  dragging  dawdlers  into  the  Infor- 
mation Age.  And  more  small  fry  are  tak- 
ing advantage  of  various  consulting  and 
technology-demonstration  projects,  such 


$750  million  telephone-sales  operation 
developed  to  reach  this  far-flung  mar- 
ket efficiently. 

Emerging  communications  and  net- 
working technologies  are  creating  even 
more  opportunities  for  small  business- 
es to  dance  with  the  giants.  New  elec- 
tronic bulletin  boards  let  small  defense 
contractors  bid  for  chunks  of  large  proj- 
ects. And  groups  of  suppliers  are  joining 


forces  in  electronically 
linked  networks,  tem- 
porarily creating  "virtu- 
al corporations"  capable 
of  competing  with  the 
big  boys  for  specific 
contracts.  Already,  some 
40%  of  U.  S.  manufac- 
turers are  electronically 
linked  to  suppliers,  cus- 
tomers, and  partners, 
claims  the  National 
Center  for  Manufactur- 
ing Sciences. 
But  this  only  scratches  the  surface  of 
what's  ahead.  Whatever  its  ultimate 
form,  the  elusive  Superhighway  is  cer- 
tain to  let  entrepreneurs  set  up  shop 
with  little  more  in  the  way  of  overhead 
than  a  PC  and  a  modem.  One  hint  of 
things  to  come  is  CommerceNet,  rolled 
out  in  California  by  a  consortium  of 
high-tech  companies  on  Apr.  12.  A  layer 
of  software  and  services  running  on  top 
of  the  Internet,  it's  designed  to  let  com- 
panies issue  invoices,  pay  bills,  and  share 
data  for  everything  from  design  specs  to 
marketing  videos  via  computer. 

Of  course,  the  large  companies  that 
stand  to  lose  out  to  these  upstarts  are 
not  sitting  still.  Big  players,  from  com- 
puter makers  to  supermarkets,  are  im- 
plementing information  systems  to  help 
them  better  understand  and  serve  each 
customer's  personal  tastes.  Some  giant 
insurers  and  big  telemarketing  opera- 
tions have  installed  sophisticated  call- 
processing  systems  that  let  their  tele- 
phone reps  know  the  caller's  buying 
habits  and  the  date  of  his  or  her  last 
order  before  picking  up  the  phone, 
while  some  big  retailers  are  even  start- 
ing to  offer  personalized  promotions  for 
individual  customers.  "Large  companies 
are  getting  very  astute  at  how  to  appear 
small,"  says  Joe  Carter,  managing  part- 
ner at  Andersen  Consulting's  Center  for 
Strategic  Technology  in  Palo  Alto,  Cal- 
if. "It's  something  small  business  needs 
to  watch  out  for." 

Still,  smallness  has  its  benefits  when  it 
comes  to  technology.  While  large  corpo- 
rations are  trudging  through  reengineer- 
ing  programs  and  benchmarking  stud- 
ies, smaller  rivals  can  simply  forge  ahead. 
Cannondale,  for  example,  created  its 
flexible  manufacturing  system  from 
scratch  in  just  one  year.  "Even  after  we 
decided  technology  was  the  answer,  we 
didn't  create  any  blueprint  to  follow," 
says  Resch.  "We  just  had  a  problem  to 
solve,  and  we  solved  it."  Such  trust  in 
technology  could  mean  more  trouble  for 
the  big  bovs.  □ 
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IS  YOUR  AUDIENCE  HAVING 
i  HARD  TINE  SEEING  YOUR  POINT? 


D  projection  for  more  effective  presentations.  Ever  felt  like 
ssing  out  binoculars  before  a  presentation  or  training 
ision?  You're  not  alone.  A  tiny  computer  screen  just  can't 
mmunicate  to  a  crowd. 

That's  why  you  need  LCD  projection  from  In  Focus 
stems.  It  lets  you  instandy  project  what's  on  your  com- 
ter  screen  to  an  entire  room  full  of  people.  Giving  you  all 
;  brilliant  color  and  impact  of  today's  software. 
If  you  have  a  projection  need,  we  have  a  solution. 
:ed  portability?  Our  PanelBooks™  are  the  most  portable 
nels  available.  You  just  set 
em  on  an  overhead 
ojector.  Need  high  resolu- 
)n?  We've  got  it.  And  if 
'u're  looking  for  the  best 


InFocus 

SYSTEMS 

Great  ideas.  Brought  to  light. 


price/performance 
available,  we've  got 
that,  too. 

Plus,  for  video  and 
computer  graphics 
projection,  we  offer  the 
all-in-one  LitePro8 
series  with  full 
stereo  sound.  And  most  of  our  projection  systems  are 
available  with  LiteShow,'"  our  unique  built-in  electronic 
slide  system  that  lets  you  present 
without  a  computer. 

Because  as  the  leader  in  LCD 
projection,  we  can  help  you  make 
your  point.  In  a  very  big  way. 


Education  Series  PanelBook™  Series  LitePro' Series  Power-View  Series 

Call  1*800  '294*6400  for  a  free  guide  to  giving  effective  electronic  presentations. 


BUSINESS 


WORKPLACE 


BREAKING  THE  CHAINS 

OF  COMMAND 


With  high 
technology, 
workers  are  given 
unprecedented  power 
to  make  decisions 
that  once  were  their 
managers '  province 

BY   JAMES    B.  TREECE 

Puzzled,  Charles  Chaser  scanned  the 
inventory  reports  from  his  company's 
distribution  centers  one  Wednesday 
morning  in  mid-March.  According  to  the 
computer  printouts,  stocks  of  Rose 
Awakening  Cutex  nail  polish  were  down 
to  three  days'  supply,  well  below  the 
3M-week  stock  Chesebrough-Pond's  Inc. 
tries  to  keep  on  hand.  But  Chaser  knew 
his  Jefferson  City  (Mo.)  plant  had 
shipped  346  dozen  bottles  of  the  polish 
just  two  days  before.  Rose  Awakening 
must  lie  flying  off  store  shelves,  he 
thought.  So  Chaser  turned  to  his  termi- 
nal next  to  the  production  line  and 
typed  in  instructions  to  produce  400  doz- 
en more  bottles  on  Thursday  morning. 

All  in  a  day's  work  for  a  scheduling 
manager,  right?  Except  for  one  detail: 
Chaser  isn't  management.  He's  a  line 
worker — officially,  a  "line  coordinator" — 
one  of  hundreds  who  routinely  tap  the 
plant's  computer  network  to  track  ship- 
ments, schedule  their  own  workloads, 
and  generally  perform  functions  that 
used  to  be  the  province  of  management. 

As  information  technology  spreads 
throughout  Corporate  America,  it  is  eras- 
ing one  of  the  great  demarcations  of  the 
Industrial  Age.  Since  the  dawn  of  mech- 


anization, there  has  been  a  sharp  dis- 
tinction between  making  policy  and  car- 
rying it  out.  At  the  lowest  rung  of  the 
organization,  employees  were  expected 
to  do  as  they  were  told — and  leave 
thinking  and  decision-making  to  the 
higher-ups. 

The  democratizing  spread  of  informa- 
tion technology,  however,  is  changing 
all  that.  The  growing  use  of  computers 
in  factories  demands  a  new  type  of  more 
involved,  higher-skilled  blue-collar  work- 
er. Likewise,  the  jobs  of  other  low-level 
employees,  from  bank 
clerks  to  typists,  are 
changing  as  they  are  ex- 
pected to  do — and 
think — more  than  ever. 
As  these  employees  take 
over  tasks  that  manage- 
ment used  to  handle,  the 
roles  and  expectations  of 
both  workers  and  man- 
agers are  being  rede- 
fined. "Information  tech- 
nology is  changing  the 
way  the  whole  work- 
place operates,"  says 
Joseph  M.  Roy,  plant 
manager  for  Chese- 
brough-Pond's in  Jeffer- 
son City. 

Although  information 
technology  is  altering 
work  patterns  for  all  em- 
ployees, the  changes  are 
greatest  at  the  lowest 
levels  of  organizations. 
Sure,  CEOs  have  more 
data  at  hand  today  to  in- 
form their  decisions,  but 
they've  always  had  ac- 
cess to  whatever  infor- 
mation was  available.  In 
contrast,  workers  are  now 
being  asked  to  analyze 
and  act  on  data  that  pre- 


viously were  parceled  out  to  them  by 
jealous  marketing  departments  or  their 
own  supervisors. 

Take  BC  Composites  Inc.  The  Medi- 
na (Ohio)  company  makes  industrial  lad- 
der rails,  primarily  for  its  parent,  Bauer 
Corp.  BC's  computer  checks  Bauer's 
mainframe  for  purchase  orders  at  select- 
ed times  daily.  If  it  finds  one,  the  com- 
puter automatically  slots  the  new  order 
into  the  plant's  current  work  schedule 
in  the  most  efficient  way.  For  example, 
BC  avoids  making  orange  rails  before 
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When  Information  Technology  Alters  the  Workplace^ 


MANAGERS  MUST.. 

instill  commitment  in  subordinates,  rather  than  rule 
by  command  and  control 

become  coaches,  training  workers  in  necessary  job 
skills,  making  sure  they  have  resources  to 
accomplish  goals,  and  explaining  links  between  a 
job  and  what  happens  elsewhere  in  the  company 

give  greater  authority  to  workers  over  scheduling, 
priority-setting,  even  compensation 

use  new  information  technologies  to  measure 
workers'  performance,  possibly  based  on  customer 
satisfaction  or  the  accomplishment  of  specific  goals 


WORKERS  MUST.. 

►  become  initiators,  able  to  act  without  management 
direction 

►  become  financially  literate,  so  they  can  understand 
the  business  implications  of  what  they  do  and 
changes  they  suggest 

►  learn  group  interaction  skills,  including  how  to 
resolve  disputes  within  their  work  group  and  how  to 
work  with  other  functions  across  the  company 

►  develop  new  math,  technical,  and  analytical  skills  to 
use  newly  available  information  on  their  jobs 


ow  ones,  because  the  yellow  rails 
it  emerge  with  orange  streaks.  If  the 
it  is  30  minutes  away  from  switch- 
from  yellow  to  orange  when  a  new 
:r  for  yellow  rails  arrives,  the  system 
immediately  add  the  new  order  to 
current  batch  and  push  back  the 
igeover  time. 

ictory  workers  coming  in  for  the 
it  shift  check  the  computer  for 
:dules  that  have  been  updated  long 


after  a  sales  department  would  have 
gone  home  and  can  call  up  technical  di- 
agrams if  they  need  assistance  prepar- 
ing for  a  new  order.  "My  customers  are 
sending  their  orders  to  my  line  opera- 
tors," says  BC  Composites  President  Vic- 
tor E.  Leonino,  one  of  only  two  "man- 
agers" in  the  30-person  company. 

In  the  white-collar  ranks,  secretarial 
work  has  undergone  a  similar  transfor- 
mation. In  the  past,  a  secretary  might 
spend  half  his  or  her 
time  answering  the 
phone,  a  quarter  open- 
ing mail,  and  the  re- 
maining quarter  typing 
letters.  Today,  many  sec- 
retaries are  expected  to 
be  able  to  update 
spreadsheets  and  judge 
how  best  to  graphically 
present  data  in  charts.  As 
time-pressed  executives 
realize  their  support  staff 
is  computer-literate,  they 
hand  over  more  deci- 
sions and  judgment  calls. 
"Today,  many  compa- 
nies want  secretaries  to 
have  computer  skills, 
and  they're  willing  to 
pay  more  for  them," 
says  N.  Elizabeth  Fried, 
a  Dublin  (Ohio)  com- 
pensation consultant. 

To  keep  up.  Manpow- 
er Inc.  spends  roughly 
1%  of  its  payroll  for  U.  S. 
office  temps  on  training 
programs  in  the  latest  in- 

NICK  OF  TIME: 
HP  ASSEMBLERS 
GET  TRAINING 
AS  THEY  WORK 


formation  technologies.  But  just  teaching 
temps  the  latest  version  of  Lotus  1-2-3 
isn't  enough  anymore.  In  the  past,  a 
temp  with  a  problem  could  ask  manage- 
ment what  to  do.  But  with  middle-man- 
agement ranks  thinned  and  some  data- 
entry  workers  toiling  hundreds  of  miles 
away  from  supervisors,  that's  no  longer 
possible.  So  now  Manpower  is  field-test- 
ing programs  to  train  temps  in  problem- 
solving  techniques.  Says  Manpower  CEO 
Mitchell  S.  Fromstein:  "You  have  to  em- 
power people  in  a  limited  way.  You  can't 
say,  'If  you  don't  understand  something, 
bring  it  to  me.'  There  aren't  enough 
'mes'  to  go  around." 

To  be  sure,  managers  don't  always 
hand  over  tasks  to  workers.  Sometimes 
information  technologies  allow  the  re- 
verse to  happen.  With  legal  documents 
stored  electronically,  for  example,  law- 
yers can  call  up  an  important  case  file 
themselves  instead  of  waiting  around  for 
a  records  clerk  to  track  it  down  on  a 
partner's  desk. 

Likewise,  banks  are  using  information 
technology  to  put  managers  back  into 
line  positions.  In  the  collections  depart- 
ments at  many  banks,  for  instance, 
supervisors  no  longer  parcel  out  unpaid 
bills  to  collectors  based  on,  say,  the 
amount  due.  Today,  sophisticated  com- 
puter software  evaluates  the  risk  and 
possible  loss.  The  programs  determine 
which  accounts  are  most  likely  to  re- 
spond to  a  call  from  a  bank's  collection 
officers — and  which  are  a  waste  of  time 
to  pursue.  Software  also  sets  guidelines 
for  write-offs  and  credit  extensions. 
"Sometimes  we've  replaced  dozens  or 
hundreds  of  supervisors  and  let  them 
do  what  they  do  best,  which  is  collect," 
says  Peter  E  DiGiammarino,  a  consul- 
tant with  American  Management  Sys- 
tems in  Fairfax,  Va.  "They're  no  long- 
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Mark  Bentley  has  an  MBA  in  fi- 
nance and  spent  nearly  a 
decade  in  management  consulting.  But 
he  leaped  at  a  chance  to  run  the  30- 
person  computer  department  at  a 
Boston  records-management  company. 
"I  get  involved  in  all  areas  of  the  com- 
pany— marketing,  product  design,  and 
customer  bids,"  says  Bentley,  41.  His 
duties  are  so  broad,  he  expects  one 
day  to  run  a  division  of  his  employer, 
Iron  Mountain  Records  Management 
Inc. 

A  techie  at  the  top?  Don't  laugh.  As 
technology  permeates  work  life,  as- 


REESE  AND  BENTLEY:  COMPUTER 
MANAGERS  NOW  RISE  TO  THE  TOP 

sumptions  about  career  tracks  are 
turning  upside  down.  White-collar 
managers  like  Bentley  flock  to  comput- 
er departments.  Top-rated  business 
schools — Han/ard,  Purdue,  Stanford — 
weave  information  technology  into 
curricula.  Big  service  companies  like 
Banc  One  Corp.  and  Federal  Express 
Corp.  include  computer  management 
in  executive  training.  "Technolo- 
gy... will  cause  management  in  the  fu- 
ture to  be  quite  different  from  the 
past,"  says  James  I.  Cash,  MBA  program 
chairman  at  Harvard  business  school. 

But  even  as  opportunities  open  for 
Bentiey  and  others,  technology  may 
close  doors  for  many  more.  Technolo- 


gy lets  factories  reduce  supervisory 
jobs  as  it  allows  offices  to  run  with 
fewer  managers.  "Some  of  the  middle 
rungs  on  the  ladder  are  missing,"  says 
Harley  Shaiken,  professor  of  work  and 
technology  at  the  University  of  Califor- 
nia at  Berkeley. 

For  computer  jocks,  the  shift  has 
been  staggering.  "I  tell  our  technolo- 
gists, if  you're  not  doing  something  to 
contribute  to  the  strategy,  you're  in 
the  way,"  says  Iron  Mountain  President 
C.  Richard  Reese.  One  result  Newly 
hired  computer  executives  are  twice 
as  likely  to  come  from  general  busi- 
ness as  technology,  according 
to  a  recent  survey  by  the  trade 
publication  Computerworld.  And 
nontechnical  managers  now 
hold  nearly  half  the  top  jobs  in 
computer  departments. 

With  computer  departments' 
expanded  role  comes  more 
visibility  and  responsibility  for 
their  managers.  At  Xerox 
Corp.  and  Weyerhaueser  Co., 
nontechnical  managers'  careers 
skyrocketed  after  they  turned 
around  computer  operations. 
Banc  One  President  Donald  L 
McWhorter  had  managed  the 
$83  billion  bank's  data-process- 
ing department  And  W.  H. 
Brady  Co.  Chief  Executive  Katherine 
M.  Hudson's  career  soared  after  slash- 
ing costs  at  Eastman  Kodak  Co.'s  com- 
puter department  in  the  late  1 980s. 
"There's  no  better  catbird  seat  than 
the  information  view  of  an  organiza- 
tion," says  Bernard  Mathaisel,  director 
of  Ernst  &  Young's  Center  for  Busi- 
ness Innovation. 

True,  executive  suites  won't  soon  be 
overrun  by  the  pocket-protector  set 
But  says  Robert  L  Heidrick,  president 
of  executive  recruiters  Heidrick  Part- 
ners Inc.,  "the  successful  [executive] 
candidate  needs  to  know  how  infor- 
mation technology  can  be  a  tool  in  his 
success."  If  he's  right  more  managers 
such  as  Bentley  will  use  technology  to 
chart  their  way  to  the  top. 


er  passive  middle  management.  Now* 
they're  valued  line  employees." 

As  managers  delegate  more  decisions  v 
to  workers  or  become  workers  them-| 
selves  again,  the  roles  for  both  change! 
(table,  page  113).  Workers  have  to  think| 
like  managers,  understand  the  businessjj 
implications  of  what  they  do,  and  masters 
new  technologies.  Says  American  Man-B 
agement  Systems  CEO  Charles  O.  Ros-;! 
sotti:  "The  trade-off  is,  they  get  morel 
empowerment  and  freedom  in  how  theyl 
work,  but  they  have  to  accept  more  re-l 
sponsibility  for  real  customers." 

In  turn,  managers  have  to  give  upl 
their  old  command-and-control  meth-l 
ods.  "Managers  used  to  provoke  you  to  j 
do  something.  Now  it's  evoke,"  explains 
Ellen  Hart,  a  vice-president  at  Geminil 
Consulting.  That  means  managers  musti 
spend  more  time  instilling  commitment^ 
to  the  task  and  finding  ways  to  meas-I 
ure  results,  not  just  track  time  spent  onl 
the  job.  Increasingly,  it  also  means  taking,; 
on  the  role  of  the  so-called  servant-lead- if 
er.  To  Hart  that  means,  "I'm  there  tol 
get  rid  of  any  barriers  in  your  way  and! 
to  help  you  succeed." 

One  role  left  to  management  is  find-l 
ing  information  systems  that  can  bestS 
serve  the  organization  and  the  worker! 
and  finding  workers  compatible  withl 
those  systems.  Consider  Hewlett-Pack- 1 
ard  Co.'s  personal-computer  business.! 
Because  virtually  every  PC  is  customized  I 
to  the  buyer's  specifications,  the  com-| 
puters  are  only  partially  assembled  when  I 
they  arrive  at  HP's  Roseville  (Calif.)  dis- 
tribution center.  Workers  on  the  centers 
final-assembly  line,  however,  cannot  be 
trained  in  how  to  assemble  each  of  the 
nearly  infinite  number  of  possible  con- 
figurations of  modems,  central  proces- 
sors, and  other  components.  So  as  each 
computer  comes  down  the  line,  the  pro- 
duction worker  scans  an  accompanying 
bar  code.  Detailed  directions  and  sche- 
matics for  assembling  that  particular  unit 
then  appear  on  a  video  screen  in  front 
of  the  worker.  In  essence,  it's  just-in- 
time  training. 

When  interviewing  job  candidates, 
says  James  M.  Barbour,  HP's  configura- 
tion center  manager,  "you  look  for  peo- 
ple who  enjoy  real-time  change."  His 
job  also  has  to  embrace  change:  "I  see 
myself  more  not  as  a  manager,  but  as  a 
facilitator." 

As  information  technologies  continue 
to  blur  the  lines  between  white-  and 
blue-collar  jobs,  more  people  will  find 
themselves  in  a  position  similar  to  Bar- 
bour's: a  manager  who  works  to  support 
workers  who  manage  themselves.  □ 
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tome  of  the  world's  greatest 
lealmakers,  empire  builders, 
end  image  shapers  are  about 
o  convene.  In  your  office. 


ELLIGENCE 


2000 


itelligence  2000  is  a  unique  video-based 
elligence  briefing  on  the  revolution  in 
brmation  technology.  It  will  take  you 
side  the  minds  of  influential  business  and 
idemic  leaders,  and  is  available  now. 
he  payoff?  Exclusive  interviews  with 
lustry  leaders  that  deliver  analysis, 
sight  and  forecasts.  Plus,  statistical 
ckground  information  which  puts  the 
$  picture  in  focus.  Expertise  packaged 
the  editors  of  Business  Week  and  The 
nancial  Times. 

usinesses  using  the  new  technologies 
i  save  millions  of  dollars  by  anticipating 
3  changes  just  around  the  corner, 
lually  huge  sums  could  be  squandered 
investing  too  early.  Be  prepared  by 
derstanding  the  future.  A  preview  video 
available  upon  request, 
ret  ahead.  Take  a  walk  on  the  inside. 
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WASHINGTON  BOGS  DOWN 
IN  BOOTING  UP 


Government 
may  be  out 
to  reinvent  itself,  but 
its  still  far  from  a 
digital  revolution 

BY    MARK  LEWYN 

A  decade  ago,  the  U.  S.  air  traffic  con- 
trol system  seemed  on  the  verge  of 
breakdown.  Not  only  had  it  been  hob- 
bled by  the  dismissal  of  striking  control- 
lers, but  the  computer  system  used  to 
guide  planes  through  the  air  safely  was 
also  prone  to  power  failures  and  other 


glitches.  Occasionally;  planes  would  inex- 
plicably disappear  from  the  radar  screen. 
So  when  the  Federal  Aviation  Admin- 
istration in  1982  proposed  a  $32  billion 
overhaul  of  the  entire  network — promis- 
ing faster,  safer,  and  cheaper  trips — the 
airline  industry  cheered. 

But  the  project  is  in  disarray.  In  early 
March,  FAA  Administrator  David  R.  Hin- 
son  announced  that  the  heart  of  the  pro- 
ject, known  as  the  Advanced  Automa- 
tion System,  is  $2.6  billion  over  budget 
and  years  behind  schedule.  Now  the 
new  system  won't  be  complete  until  af- 
ter 2000 — the  third  delay  in  as  many 
years — assuming  an  angry  Congress 
doesn't  scrap  it  first.  "We  keep  hearing 
fresh  bad  news  about  this  every  year," 
gripes  a  congressional  aide  who  helps 
oversee  the  FAA. 


The  FAA  project  is  a  stark  illustration 
of  the  problems  Uncle  Sam  has  when  it 
comes  to  implementing  and  managing 
big  high-tech  ventures.  Since  all  such 
projects  must  be  competitively  bid,  pro- 
tests from  disappointed  losers  can  bust 
deadlines  and  budgets.  Meanwhile,  rel- 
atively low  government  wage  scales 
keep  the  feds  from  luring  the  best  com- 
puter experts  to  manage  its  contracts. 
And  to  keep  Congress  at  bay,  bureau- 
crats often  are  compelled  to  hide  prob- 
lems until  they  become  unmanageable. 
As  a  result,  when  government  tackles 
info-tech  programs,  "it's  like  getting 
stuck  in  a  swamp  sometimes,"  says  Rob- 
ert E.  Dornan,  a  vice-president  at  con- 
sultant Federal  Sources  Inc. 

Still,  government  can't  afford  to  daw- 
dle in  its  efforts  to  automate.  In  his  re- 


( 16  BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1994 


It's  . 

payback  time 


There's  nothing  like  the 
distinct  sound  of  mone\ 
pouring  out  of  your 
phone  system. 
And  right  into 
your  company 
pockets.  Have 
you  heard  it  lately? 
Probably  not.  After  all, 
most  phone  systems  are 
viewed  as  merely  an  expense. 

But  a  ROLM  phone  system  can  actually 
help  your  company  make  more 
money.  It  can  also  make  you 
a  lot  more  productive  and  give 
you  a  nice,  healthy  return  on 
your  investment. 

Just  look  at  what  we  did  foi 


ROLM  is  part  of  the 
Siemens  family,  the 
world's  largest  private 
communication  systems 
manufacturer,  Siemens 
has  helped  businesses 
run  more  efficiently 
for  over  1 40  years. 


i  So  they  installed 
W  a  ROLM  telephone 
system.  Since  then, 
they've  been  able  to 
reduce  their  lost  calls 
|om  30%  to  1%.  And  they 
bnverted  all  those  hang-ups 
to  orders.  Sales.  Cash.  Dough. 
Five  Cherries.  Almost  $100,000 
per  month  to  be  exact. 
That  s  a  heck  of  a  lot  of  silver  dollars. 
If  you  d  like  to  find  out  how  to  improve 
your  company  s  bottom  line  and  serve  your 
customers  better,  give  u>  a  call.  We'll  send  you 
a  free  booklet  called  "101  \\  ays  To  Make  Or 
Save  Money  With  Your  Phone  System. 

You  II  find  that  the  sound  of  money  can 
have  quite  a  nice  ring  to  it. 


CM.  Kngland  .So  Son-,  a  national  trucking 
firm.  They  were  losing  almost  30%  of  their 
incoming  calls  before  they  could  answer  them. 

©1994  ROLM 


A  Siemens  Company 

1-800-R0LM-123  ext.  BW5 


XCE      OF  BUSINESS 


cent  report  on  reinventing  government, 
Vice-President  Al  Gore  singled  out  im- 
proving computer  systems  as  a  central 
way  of  cutting  expenses  and  improving 
service. 

The  government  has  been  moving 
slowly  in  that  direction  for  some  time. 
In  1987,  the  U.S.  Postal  Service 
launched  a  $3.3  billion  computerization 
program  centered  on  automated  mail 
sorting.  Machines  now  read  bar  codes 
printed  on  envelopes  by  big  mailers. 
And  new  equipment  arranges  sorted 
mail  in  the  order  of  a  letter  carriers  de- 
livery route.  More  than  50%  of  the  533 
million  pieces  of  mail  processed  daily 
now  are  handled  at  least  partly  by  auto- 
mation. The  savings  are  dramatic:  Sort- 
ing mail  by  hand  costs  $40  per  1,000  let- 
ters; automated  processing  costs  $4. 
"Although  it  has  been  more  difficult  for 
us  to  automate  than  it  might  be  in  the 
private  sector,  we  have  been  quite  suc- 
cessful," says  William  J.  Dowling,  vice- 
president  for  engineering  at  the  Postal 
Service. 

Maybe.  Savings  from  the  new  tech- 
nology have  yet  to  flow  to  the  bottom 


UNCLE  SAM  GOES  DIGITAL 
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A  BILLIONS  OF  DOLLARS  EST. 


DATA:  FEDERAL  SOURCES  INC 


line,  however.  This  year,  the  Postal  Ser- 
vice's deficit  is  expected  to  top  $2  bil- 
lion. The  rub?  While  new  technology 
has  made  the  processing  of  mail  far 
more  efficient,  the  Postal  Service  has 
been  slow  to  cut  its  workforce  to  reflect 
those  savings.  Labor,  which  accounts  for 
80%  of  expenses,  actually  grew  4%  in 
the  past  year  to  779,000,  despite  mount- 
ing productivity  gains  from  automation. 


Likewise,  the  Social  Security  Admin- 
istration has  had  mixed  success  with  its 
computerization  efforts.  The  agency  has 
been  able  to  cut  its  workforce  24%  since 
1982  by  computerizing  many  operations. 
And  it  now  issues  Social  Security  cards 
in  five  days  or  less,  down  from  six  weeks 
in  1982.  It  even  assigns  numbers  to  ba- 
bies on  the  day  they  are  born. 

Yet  the  agency  is  still  behind  the  tech- 
nology curve.  In  his  recent  National  Per- 
formance Review,  Gore  singled  out  two 
Social  Security  Administration  disabil- 
ity programs — Disability  Insurance  and 
Supplemental  Security  Income — as  in 
desperate  need  of  automation.  Of  more 
than  10  million  beneficiaries  of  the  two 
programs,  about  30,000  receive  pay- 
ments for  which  they're  ineligible.  That 
costs  the  government  more  than  $1  bil- 
lion a  year  while  delaying  checks  to  peo- 
ple who  are  eligible.  Additionally,  half 
of  all  Social  Security  payments  are  sent 
by  mail  rather  than  direct  deposit  to 
banks,  making  the  agency  the  world's 
largest  issuer  of  costly  paper  checks. 

To  address  such  issues.  Social  Security 
by  1998  will  spend  billions  more  to  buy 


For  more  information  about  HIV/AIDS,  call  the 
National  AIDS  Hotline,  Centers  for  Disease  Control,  1-800-342-AIDS; 

or  write  to  the  American  Association  for  World  Health,  '■■  UNITED  STATES 


1129  20th  Street  NW,  Suite  400,  Washington,  DC  20038-3403.  IBkm  POSTAL  SERVICE 


His  name  is  Allan. 

He's  the  prospect  of  the  '90s. 

He  doesn't  play  golf 
with  vendors. 
He  plays  hardball. 

He's  looking  for  answers. 
So  if  you've  got  questions, 
they'd  better  be  good  ones. 

He  was  brought  in  to  get 
results.  He  expects  the  same 
from  you. 


Do  your  salespeople  know  how  to  sell  to  him? 


ntroducing  the  all-new  Professional  Selling  Skills 
:em — training  to  build  successful  business 
itionships  with  customers  like  Allan. 

'our  customers  have  changed.  The  Allans  of 
ay  are  more  knowledgeable,  more  sophisticated, 
re  demanding.  They  don't  want  to  be  "sold";  they 
it  to  make  informed  buying  decisions. 

Hhe  old  approaches  to  selling  don't  cut  it  any- 
re.  To  be  effective,  your  salespeople  must  become 
ir  customers'  trusted  business  consultants  and 
isors.  And  at  the  same  time,  they  still  need  to 
ke  their  numbers. 

fhe  Professional  Selling  Skills  (PSS)  system  helps 
ir  salespeople  build  mutually  beneficial  business 
itionships — relationships  that  produce  results  for 
i  and  your  customers. 

rhe  all-new  system  enables  your  salespeople  to 
ntify  and  understand  customer  needs — and  the 
iness  objectives  behind  them.  It  teaches  them 
v  to  offer  relevant  solutions  that  position  your 


capabilities  in  distinctive  and  compelling  ways.  And 
it  shows  them  how  to  respond  to  customer  indiffer- 
ence and  concerns  that  can  stall  or  block  a  sale. 

In  short,  the  PSS  system  builds  your  customers' 
long-term  success  as  well  as  your  own. 

Comprised  of  integrated  components  for  sales- 
people, sales  managers,  and  trainers,  the  PSS  system 
ensures  that  concepts  and  skills  are  transferred  to 
the  job — and  continuously  refined. 

Built  on  the  skills  and  strategies  that  have  benefit- 
ed more  than  two  million  sales  professionals  world- 
wide, this  is  the  training  you  need  to  turn  tough 
prospects  like  Allan  into  loyal  customers. 

To  learn  how  the  Professional  Selling  Skills  system 
can  benefit  you  and  your  customers, 
call  or  write  to: 


Learning  International 
225  High  Ridge  Road 
Stamford,  CT  06905 
1-800-456-9390,  ext.  67 


Learning 

INTERNATIONAL 


T  H  E  NEW 


BUSINESS 


80,000  workstations  and  2,800  local-area 
networks  to  allow  field  offices  to  tap 
centralized  records  at  headquarters  and 
immediately  determine  whether  some- 
one is  eligible  for  benefits.  And  the  new 
system  will  allow  direct  bank  deposit  of 
all  Social  Security  payments. 

While  the  biggest  returns  from  auto- 
mation may  accrue  to  paperwork-laden 
behemoths  like  Social  Security,  smaller 
agencies  could  also  use  some  help  en- 


tering the  Information  Age.  The  Fed- 
eral Communications  Commission, 
which  will  regulate  the  Information 
Superhighway,  until  last  year  was  sad- 
dled with  buggy-whip  office  technolo- 
gy like  rotary-dial  telephones  and  had 
only  a  handful  of  personal  computers. 
"It's  astonishing  that  we  haven't  had 
state-of-the-art  communications  until  re- 
cently," says  new  FCC  Chairman  Reed 
E.  Hundt,  who  proudly  boasts  that  he 


WITHOUT  JOB  CUTS,  POST 
OFFICE  AUTOMATION  CAN'T 
BENEFIT  THE  BOTTOM  LINE 

is  the  first  FCC  chairman  to  have  a  com- 
puter on  his  desk.  "It's  time  for  us  to 
get  with  it." 

The  White  House  thinks  it's  already 
there.  The  Clinton  team  quickly  spent 
several  million  dollars  on  new  phones 
and  computers  to  handle  the  flood  of 
calls  and  mail  elicited  by  the  Arkansan's 
more  open  governing  style.  Press  re- 
leases arc  now  issued  both  on  paper  and 
electronically  via  the  Internet  and  com- 
mercial services  such  as  CompuServe 
and  America  Online.  The  federal  budget 
was  published  on  CD-ROM  for  the  first 
time  this  year.  And  in  January,  Gore  held 
an  electronic  "town  meeting"  on  Com- 
puServe, allowing  cyberpunks  to  query 
the  Veep  about  everything  from  health 
care  to  telecom  policy. 

Such  tools  are  sure  to  make  govern- 
ment more  responsive.  But  Uncle  Sam 
still  has  a  long  way  to  go  before  his 
agencies  are  as  information-sawy  as  the 
private  sector.  □ 


The  New  Benchmark  Study  on  the 
Digital  Re  volution  to  the  Home  .  .  . 


The  American  Information 

User  Survey 

■  This  comprehensive  study  defines  emerging  digital  information  market  opportunities  and  risks.  The  study  was 
designed  with  input  from  over  two  dozen  major  players  in  telecommunications,  cable  TV,  publishing,  online 
information,  computers,  banking,  investment,  and  other  information-intensive  industries. 

■  This  is  the  first  in  a  series  of  studies  now  under  development  by  FIND/SVP,  in  conjunction  with  Thomas  E. 
Miller  Associates,  addressing  such  questions  as: 

•  What  do  people  want  to  do  with  new  digital  media?  How  much  demand  will  there  be? 

•  How  can  new  electronic  markets  be  best  segmented  and  targeted?  What  are  the  growth  barriers? 

•  How  does  new  interactive  content  complement  or  replace  traditional  media  content? 

■  Study  deliverables  include  a  Management  Action  Report,  a  separate  Focus  Group  Report,  statistical  data,  plus 
inquiry  privileges.  Customized  research  options  are  also  available. 

■  To  join  the  eminent  list  of  sponsors  of  The  American  Information  User  Survey,  or  to  learn  more  about 
this  landmark  study,  please  call  1-800-965-4636.  Ask  for  Dana  Simmons. 

Rnd/svp  i 


A  Worldwide  Consulting 

625  Avenue  of  the  Americas  •  New  York,  New  York  1001 1  and  Research  Firm 


Involved  in 
Technology  and 
Multimedia? 

Thinking  About 
Getting  Involved  in 
Technologq  and 
Multimedia? 


Reed  Exhibition  Companies' 
Information  Technology  Group 
is  committed  to  educating  you 
and  your  customers  about  the 
latest  technology  advances. 


All  events  produced  and  managed  by 


Reed 

Exhibition 
Companies 


999  Summer  Street 
P.O.  Box  3833 
Stamford,  CT  06905-0833 

{eed  Exhibition  Companies  (REC)  is  the  world's 
argest  organizer  of  trade  and  public  shows,  with  a 
urrent  portfolio  of  over  280  events  serving  over 
rO  industries,  many  of  which  are  considered 
narket  leaders  by  members  of  the  industry.  These 
vents  are  held  in  25  countries  throughout  North 
America,  Europe  and  Asia/Pacific  and  are 
irganized  by  25  REC  offices  in  19  countries. 


1334-1335  Calendar  of  Events 

September  26-28, 1334  •San  Francisco,  tfl 

Macromedia  International  User  Conference  '94:  Inventing 
the  Future 

See  the  latest  in  multimedia  authoring  technology  and  learn  from  industry  experts 
as  they  explore  the  technical,  marketing  and  distribution  aspects  of  the  industry. 

October  11-13, 1394  •Washington,  DC 

GovCom  '94:  The  Government  Computer  and  Networking  Forum 

The  only  event  providing  advanced  networking  computing  and  communications 
solutions  specific  to  federal,  state  and  local  government. 

October  11-13. 1334  •Washington,  DC 

INTERCHANGE  '94:  The  Summit  of  the  Intergovernmental 
Enterprise 

This  event  will  bring  together  information  policy  leaders  from  federal,  state  and 
local  governments  as  well  as  industry  leaders  to  showcase  prototype  systems  that 
demonstrate  technologies  that  will  help  deliver  better  products  and  services  to  all 
Americans. 

October    1994  •  New  Vorh.  NV 

Media  Summit  '94 

Join  leaders  from  the  computing,  consumer  electronics,  entertainment,  publishing, 
telecommunications,  television  and  cable  industries  to  learn  alxmt  business 
opportunities  and  alliances  that  will  occur  as  these  industries  converge  ami  new 
marketplaces  emerge. 

November  1-2, 1334  •Washington,  DC 

Federal  Imaging  '94:  The  Document  Management  Conference 
and  Exposition  for  the  Federal  Government 

Imaging  -  the  input  of  video,  still  pictures,  graphics  and  characters  into  storage 
devices  whic  h  then  can  be  manipulated  and  output  -  is  an  integral  part  o\  the 
technology  solution  strategy.  This  unique  event  focuses  on  imaging  solutions  for 
the  federal  government. 

February  7-3, 1335  •San  Francisco,  CO 

intermedia  '95:  The  International  Conference  &  Exposition  on 
Multimedia  and  CD-ROM 

At  this  premier  event,  developers,  manufacturer,  buyers  and  resellers  of 
multimedia  and  CD-ROM  hardware,  software,  and  tides  convene  to  share  ideas, 
announce  technological  innovations,  and  form  new  business  alliances. 

March  20-23, 1335  •  Washington,  DC 

FOSE  '95:  Americas  Information  Technology  Forum 

The  event  features  the  latest  technology  in  networking,  connectivity,  imaging, 
operating  systems,  security,  computer  hardware,  software,  multimedia  and 
CD-ROM  equipment  and  solutions  for  the  federal  government,  corporate 
America,  and  systems  integrators/V ARs 


For  more  information  on  annj  of  these  events,  coll  Reed  Customer  Service  of  [203]  964  -0287. 
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124  OVERVIEW 

READY,  SET— GO  ON-LINE 

Information  technologies  are  fast  changing  the  way  we  work,  play,  and  think.  But  is  all 
the  change  for  the  good?  And  will  some  people  be  left  by  the  side  of  the  Superhighway? 

134  PRIVACY 

ATTACK  OF  THE  CYBER  SNOOPERS 

Experts  are  plenty  concerned  about  how  easy  it  will  be  for  intruders  to  get  their  hands 
on  private  data.  And  the  governments  reassurances  are  doing  nothing  to  mollify  them 
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TH  E  1 

N  F  O  R  M  A 

T  ION  S 

Information 
technologies 
are  fast  changing 
how  we  work,  play, 
and  think.  But  what 
of  those  bypassed  by 
the  Superhighway? 

BY    EDWARD    C.  BAIG 

As  the  unofficial  Vice-President  of  ( !y- 
berspace,  Al  Gore  loves  to  extol  the  vir- 
tues of  the  Information  Superhighway. 
But  he  gets  a  little  cagey  when  you  ask 
him  how  he  uses  electronic  on-line  com- 
puter services.  Does  he,  for  example, 
occasionally  visit  the  virtual  corridors  of 
the  Internet  as  just  plain  Al? 

Gore  crafts  an  evasive  politicians  an- 
swer, but  it  soon  becomes  clear  that  pan 
of  the  appeal  of  the  electronic  revolu- 
tion for  him  and  others  is  the  freedom 
to  communicate  without  the  shackles  of 
celebrity  and  physicality:  In  cyberspace, 
you  are  what  you  type.  ( iore  had  com- 
municated with  the  system  operator  on 
CompuServes  White  House  forum  for 
some  time,  having  on-line  exchanges 
about  a  variety  of  topics  before  discover- 
ing she  was  both  deaf  and  blind.  "  The 
network  is  transparent  to  her  intellect," 
Gore  says.  "Her  participation  in  a  phys- 
ical community  is  difficult." 

(  a  berspace  offers  but  one  glimpse  of 
the  profound  and  pervasive  impact  dig- 
ital and  electronic  technologies  can  have 
on  how  we  work  and  play,  think,  and 
even  feel.  Indeed,  those  willing  to  latch 
onto  the  tentacles  of  the  Information 
Age — multimedia,  virtual  reality,  the  In- 


fobahn,  interactive  anything — already  are 
experiencing  technology's  influences  on 
nearly  every  commercial,  educational, 
and  cultural  corner  of  society. 

Examples  abound:  Computers  and 
faxes  make  it  possible  for  telecommuters 
to  avoid  the  daily  horrors  of  gridlock  and 
mass  transit  while  better  meshing  their 
work  schedules  and  family  time.  Voice- 
recognition  technology  is  helping  peo- 
ple with  disabilities  perform  the  day-to- 
da\  tasks  that  most  us  rake  for  granted. 
And  try  to  remember  the  last  time  you 
visited  a  human  bank  teller. 

At  digital  theme  parks  such  as  Virtual 
World  in  Walnut  Cieek,  Calif,  teenagers 
queue  up  to  play  BattleTech,  an  interac- 
tive simulation  pitting  them  against  nas- 
ty outer-space  robots.  Virtual-reality  ex- 
hibits have  come  to  such  museums  as 
the  Guggenheim  Soho  in  New  York, 
where  helmeted  gallery-goers  were  ab- 
sorbed into  a  virtual  Mozart  string  quar- 
tet and  wandered  around  a  simulated 
4,000-year-old  Egyptian  temple. 

Cyberspace  is  crammed  with  tales  of 
strangers  with  disabilities  comforting  one 
another  in  support  groups.  During 
Southern  California's  earthquake,  the 
Net  served  as  a  pipeline  for  people  to 
spread  word  of  their  plights.  On-line  job- 
seekets  may  come  across  employment; 
lonelyhearts  discover  companionship. 
"Technology  today  is  the  campfire 
around  which  we  tell  our  stories,"  perfor- 
mance artist  Laurie  Anderson  told  Wired, 
one  of  the  hip  new  magazines  monitor- 
ing the  technoculture. 

The  marriage  between  the  computer 
and  the  telephone  is  helping  bring  about 
the  early  stages  of  a  communications 
revolution  that  may  eventually  surpass 
the  scope  and  scale  of  the  printing  press. 
"The  growth  and  innovation  has  come 
from  machines  talking  to  machines  on 
people's  behalf,"  says  Paul  L.  Saffo,  a 
director  of  the  Institute  for  the  Future 


J 


in  Menlo  Park,  Cal- 
if. One  example: 
Coke  machines  that 
carry  phone  num- 
bers to  dial  distribu- 
tion centers  for  re- 
fills when  supplies 
are  dwindling. 

What's  more,  tele- 
phones have  tradi- 
tionally served  as  a 
conduit  between 
folks  situated  in  dif- 
ferent locations.  But 
communication  is 
moving  toward  a 
conceptual  destina- 
tion in  its  own  right, 
a  cyberspace  where 
multitudes  hold 
business  meetings  or 
schmooze  in  on-line 
watering  holes. 

"Intetactivity"  is 
another  catalyst  to 
the  revolution.  Mu- 
sicians such  as  Peter 
Gabriel  and  Todd 
Rundgren  are  put- 
ting out  multimedia 
CDs  that  enable  the 
audience  to  impose 
their  own  creativity 
on  the  music.  Says 
Rundgren,  whose 
No  World  Order  re- 
lease on  the  com- 
pact-disk-interactive format  lets  listen- 
ers alter  the  mood:  "Music  and  othei 
presentational  art  forms  have  always  hac 
this  strict  agenda  about  how  you  expert 
ence  them.  New  technology  has  made  ii 
possible  for  you  and  me  to  have  two  dif- 
ferent viewpoints  on  the  same  piece  oi 
music."  Interactive-TV  ventures  give 
viewers  the  power  to  select  which  cam- 
era angle  to  watch  a  ball  game  from  01 
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oose  when  to  order  instant  replays, 
let  to  applaud  technology's  wonders 
thely  is  somehow  to  dismiss  our  own 
iponsibility  in  helping  mold  the  fu- 
re.  The  motto  of  the  1933  Chicago 
jrld's  Fair — "Science  Finds,  Industry 
>plies,  Man  Conforms" — is  remark- 
ly  out  of  date.  An  apt  replacement  for 
e  21st  century,  reckons  Donald  A. 
3rman,  an  Apple  Fellow  and  the  au- 


thor of  Things  'That  Make 
Us  Smart,  would  be 
"People  Propose,  Sci- 
ence Studies,  Technol- 
ogy Conforms."  Adds 
Don  Tapscott,  co-author  of  Paradigm 
Shift:  The  New  Promise  of  Information  Tech- 
nology: "Technology  will  not  necessari- 
ly make  things  better  or  worse.  It  pro- 
vides an  opportunity  to  do  either 


At  Virtual  World 
in  Walnut  (reek, 
Calif.,  teenagers 

line  up  for 
simulated  battles 
with  nasty  robots 
from  outer  space 


profoundly,  dramatically,  and 
really  fast." 

Nor  can  we  ignore  technol- 
ogy's potentially  unwelcome 
consequences.  The  fact  that 
individuals  will  soon  be  as- 
signed personalized  phone 
numbers  they  can  take  from 
place  to  place  must  be  viewed 
with  some  trepidation.  Do  we 
always  want  to  be  in  touch? 
The  most  important  feature  on 
tomorrow's  cellular  phones, 
personal  digital  assistants,  or 
other  wireless  contraptions  may 
well  become  the  on-off  switch. 
Interactivity  implies  respon- 
sibility. People  might  prefer 
the  passive  experience  of 
watching  a  movie  or  listening 
to  music. 

At  the  same  time,  how  much 
trust  do  we  want  to  place  in 
machines,  no  matter  how  "in- 
telligent" they  become?  Com- 
puterized software  agents, 
which  can  sort  through  a  gag- 
gle of  information  sources  to 
retrieve  a  customized  collec- 
tion of  news  stories  we're  sup- 
posed to  want  to  read,  carry 
another  mixed  blessing.  "That 
would  be  a  gigantic  loss," 
warns  David  Gelcrnter,  a  pro- 
fessor of  computer  science  at 
Yale  University.  "  The  whole 
point  of  a  newspaper  is  to 
browse  and  find  things 
that  you  didn't  know 
you  were  interested  in." 

And  yet  there  are 
great  possibilities  for 
electronic  newspapers. 
Gelernter,  the  Massa- 
chusetts Institute  of 
Technology's  Media 
Lab,  and  Knight-Ridder 
I nc.'s  Information  De- 
sign Laboratory  in  Boul- 
der, Colo.,  are  among 
those  experimenting 
with  futuristic  versions. 
Knight-Ridder  is  work- 
ing on  software  that  can 
be  downloaded  onto 
flat-screen  portable  com- 
puters. The  multimedia 
prototype  has  headlines, 
columns,  photographs, 
and  advertisements.  With  a  mouse,  read- 
ers can  enlarge  type,  jump  to  related  sto- 
ries, transform  still  pictures  into  videos, 
and  order  merchandise  directly  from  ads. 
But  those  devising  the  newspaper  of  the 
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future  would  do  well  to  keep  in  mind 
the  original's  advantages:  It  can  be  read 
on  a  commuter  train  or  in  the  bathroom. 

Its  equally  imperative  for  individuals 
and  organizations  constructing  the 
Superhighway  to  make  it  portable  and 
friendly  enough  so  that  anybody  can, 
and  would  be  willing  to,  join  in.  Despite 
some  efforts  to  make  it  easi- 
er to  navigate,  the  Internet, 
for  example,  is  still  an  arcane 
and  complex  muddle,  not  at 
all  inviting  to  many  who  are 
already  comfortable  with  their 
PCs,  much  less  the  throngs  of 
technophobes  who  can't  pro- 
gram their  VCRs.  While  the 
Clinton  Administration  insists 
the  data  highway  will  provide 
universal  access,  many  observ- 
ers caution  that  only  the  rich- 
est, smartest,  or  technological- 
ly inclined  need  bother  going 
out  for  a  spin,  creating  a  soci- 
etal rift  between  information 
haves  and  have-nots. 

But  if  form  holds  true  again, 
there's  every  reason  to  surmise 
that  the  box  on  your  lV,  com- 
puter, and  other  vehicles  used 
to  enter  the  highway  will  be 
affordable  enough  for  virtual- 
ly every  member  of  society. 

Virtual  communities  won't 
become  completely  civilized 
either  until  there  is  parity  be- 
tween the  sexes.  Roughly 
85%  of  the  regulars  in  cyber- 
space are  men,  though  new 
female-oriented  services  such 
as  Women's  Wire  in  the  Bay- 
Area  are  helping  change  the 
demographics.  Women  also 
comprise  about  half  the  members  of 
SeniorNet,  a  service  (available  through 
America  Online)  aimed  at  those  above 
the  age  of  55. 

Progress  may  come  down  to  techno- 
logical literacy:  Will  people  be  able  to 
drive  onto  the  data  highway  as  effort- 
lessly as  we  drive  our  automobiles? 
Many  folks  abhor  computers  and  gad- 
getry  of  any  kind  and  lack  the  state  of 
mind  to  figure  out  anything  more  com- 
plicated than  their  blenders.  "Start  the 
Information  Revolution  without  me," 
they  proclaim — and  given  countless  ex- 
amples of  poorly  designed  gizmos  and 
indecipherable  instructions  manuals, 
who  can  blame  them?  That  puts  a  spe- 
cial onus  on  those  constructing  the  high- 
way to  make  the  thing  easy  to  use. 

But  there  must  also  be  something 
good  to  use  it  for.  Information  overload 


is  already  giving  many  people  sensory 
migraines;  gobs  of  data  are  useless  un- 
less we  can  quickly  and  easily  retrieve 
what  we  want  or  need.  Software  agents 
or  gadgets  that  help  impose  order  on  the 
glut  of  information  vying  for  our  atten- 
tion— lighter  and  vastly  improved  ver- 
sions of  the  electronic  books  that  already 


let  folks  search  through 
the  dictionary  or  Bible, 
perhaps — may  provide 
remedies.  But  some,  in 
fact,  believe  technology  it- 
self creates  the  glut. 

Yet  rather  than  couch- 
ing the  merits  of  "500 
channels,"  say,  in  terms  of 
the  490  we  don't  want  to 
watch,  it  helps  to  think 
about  multiple  channels 
as  a  vehicle  for  tapping 
into  things  we  care  about, 
even  if  we're  only  part  of 
a  small  fraternity  that  would  look  for- 
ward to  a  fly-fishing  channel.  Narrow- 
casting  is  already  working  nicely  on  the 
Internet,  where  users  subscribe  to  news- 
groups on  almost  any  topic  imaginable. 

Technology  also  holds  a  great  prom- 


ise for  education.  Multimedia  and  an  in- 
formation infrastructure  that  links 
schools  and  libraries  and  lets  students 
swap  ideas  over  a  network  portend  mar- 
velous possibilities.  Yet  we  are  in  the 
early  stages  of  a  furious  debate  over  how 
best  to  put  hardware  in  our  schools. 
Some  museums  seem  headed  down 
the  right  educational  path. 
London's  National  Gallery 
has  set  up  a  multimedia  Mi- 
cro Gallery  with  interactive 
touch  screens  and  animations 
that  help  patrons  explore  the 
permanent  collection;  Wash- 
ington's National  Gallery  of 
Art  will  unveil  a  similar  sys- 
tem next  year.  Visitors  point 
to  a  menu  on  the  monitor  to 
locate  masterpieces  by  artist, 
subject,  time  line,  or  geogra- 
phy. On  the  prototype,  some- 
one could  zoom  in  on  any 
portion  of  a  color  image  of  Jan 
van  Eyck's  Annunciation  and 
read  articles  on  related  topics. 

But  not  everyone  can  go  to 
a  museum  in  person.  Products 
such  as  the  Microsoft  Art  Gal- 
lery CD-ROM,  based  on  the 
London  collection,  present  an 
alternative.  The  disk  contains 
accurate  renderings  of  more 
than  2,000  works,  biographies 
of  artists,  animated  illustra- 
tions, and  thematic  guided 
tours. 

The  museum  of  the  future 
may  not  even  have  walls. 
Institutions  such  as  the 
University  of  California  at 
Berkeley  Museum  of  Pa- 
leontology and  the  Smith- 
sonian are  already  exhibit- 
ing some  works  on  the 
Internet. 

Innovation  is  also  help- 
ing artists  express  them- 
selves in  fresh  ways.  "I 
don't  like  to  think  about 
technology  only  in  terms 
of  how  it  represents  work, 
but  how  it  can  become  a 
medium  for  new  work," 
says  John  G.  Hanhardt, 
curator  of  film  and  video 
at  the  Whitney  Museum 
of  American  Art  in  New 
York.  For  example,  Liz  Phillips,  a  multi- 
media sound  sculptor  who  has  displayed 
work  at  the  Whitney,  reports  that  20 
years  ago  it  might  have  cost  $40,000  to 
$100,000  and  taken  three  weeks  to  in- 
stall a  piece  that  now  takes  two  to  three 


126  BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1994 


We  don't  know  where 
movative  technology  will  end. 
But  we  do  know 
where  the  center  is. 


ow  that  the  Cold  War  is  over,  what 
re  do  with  our  Star  Wars  technology? 
s  any  of  it  have  commercial 
[ication?  Can  we  use  it  to  create 
century  products  that  companies 
yours  can  sell? 

he  answers  are  now  being  explored 
eorge  Mason  University  under 
luspices  of  the  Virginia  Center  for 
wative  Technology.  Both  of  which 


are  located  in  Fairfax  Count}7. 

The  CIT  has  a  remarkable  record  of 
using  university  research  to  develop 
new  products  and  services.  More  than 
550  Virginia  businesses  have  benefited 
so  far.  Yours  could  be  next 

For  more  information,  simply  call  or 
clip  the  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  County. 
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Love  at  First  Byte 


clays  and  costs  less  than  $20,000.  As  vis- 
itors stroll  past  Phillips'  works,  comput- 
ers monitor  their  movements  and  alter 
the  soundscape.  "What  an  artist  can  do 
today  is  create  an  experience  that  is 
completed  by  the  audience,"  says  My- 
ron Krueger,  a  virtual-reality  artist  and 
scientist. 

The  communications  vehicle  most 
people  are  already  familiar  with  is  elec- 
tronic mail,  fast  becoming  a  staple  in  of- 
fices across  the  country.  Heavy  e-mail 
users  appear  better  informed  than  their 
colleagues  who  don't  check  computer 
messages  as  often.  Robert  Kraut,  a  pro- 
fessor of  social  psychology  and  human- 
computer  interaction  at  Carnegie  Mel- 
lon University,  found  that  the  employees 
at  a  multinational  New  York-based  bank 
who  most  used  e-mail  were  in  the  loop 
on  everything  from  the  name  of  the  lat- 
est corporate  v-p  to  anticipated  layoff 
numbers,  even  though  management 
didn't  make  formal  announcements  over 
the  e-mail  network. 

Studies  also  indicate  that  employees 
who  join  e-mail  conferences  are  general- 
ly more  likely  to  participate  in  the  dis- 
cussions than  they  would  be  in  face-to- 
face  encounters;  for  one  thing,  bosses 
are  less  intimidating  to  them.  And  since 
several  persons  can  type  at  once,  more 
opinions  can  be  heard. 

Outside  the  workplace,  e-mail  brings 
people  together  who  wouldn't  have  met 
under  other  circumstances.  "It's  incred- 
ible how  e-mail  has  changed  my  social 
life,"  says  Penn  Jillette,  one  half  of  the 
comical  magic  team  of  Penn  and  Teller 
and  an  on-line  regular.  "The  idea  of  be- 
ing stuck  with  friends  you're  geograph- 
ically close  to  is  insane." 

The  medium  may  also  be  less  inva- 
sive than  a  conventional  phone  call.  "I 
would  spend  five  phone  calls  back  and 
forth  getting  people  in  the  wrong 
mood,"  says  Jillette.  "With  e-mail  you 
know  exactly  the  mood  I'm  going  to  be 
in,  because  if  I'm  not  in  the  mood  to 
read  your  message,  I'll  save  it  for  a  cou- 
ple of  hours." 

The  on-line  world  can  be  an  addic- 
tive place,  however,  and  it  provides  psy- 
chological camouflage  for  people  to 
mask  their  true  identities — and  genders. 
Still,  misfits  comprise  only  a  tiny,  albeit 
well-publicized,  portion  of  the  folks  pop- 
ulating cyberspace,  even  in  so-called 
multiuser  dungeons  or  dimensions 
(MUDs).  These  are  the  artificial  fantasy 
worlds  in  which  "players" — there  is  no 
competition  per  se — interact  with  ob- 
jects, and  one  another,  in  real  time.  As 
text  scrolls  on  the  computer  screen,  play- 


I  t  didn't  start  out  like  a  match  made 
I  in  modem  heaven.  In  1991,  a  few 
days  after  joining  ETC,  a  private  e-mail 
discussion  group  on  the  GEnie  on-line 
service,  Laura  Schneider,  a  court  re- 
porter living  in  Austin,  responded  to  a 
comment  about  James  Joyce.  Having 
suffered  through  Ulysses  in  college, 
Schneider  declared  the  book  awful,  in- 
comprehensible, and  pointlessly  ob- 
scure. ETC  member  Jack  Kolb  rushed 
to  Joyce's  defense:  Kolb  was  a  profes- 


eyes  as  they  were  reading  each  other's 
ASCII  prose.  Today,  they  are  husband 
and  wife. 

Actually,  Cupid  has  been  shooting 
his  arrows  a  lot  in  cyberspace:  Myriad 
partners  have  discovered  romantic 
bliss  on-line,  or  have  transformed  elec- 
tronic bulletin  boards  into  high-tech 
pickup  joints.  Neither  Jack,  now  47, 
nor  Laura,  40,  admits  to  having  been 
on  the  prowl  at  the  time.  Still,  he  says, 
"there's  no  question  a  certain  element 


THE  KOLBS  MET  IN  AN  ON- 
LINE SQUABBLE  OVER  JOYCE 

sor  of  literature  at  the  University  of 
California  at  Los  Angeles.  Schneider 
didn't  budge,  and  soon  the  pair  took 
their  sparks  private — at  first  via  e-mail, 
and  eventually  by  telephone. 

Several  weeks  later,  Schneider 
hopped  on  a  jet  to  Los  Angeles  to 
meet  Kolb  face  to  face.  "There's  about 
1 0  seconds  to  two  minutes  where 
you're  kind  of  looking  at  each  other 
and  trying  to  make  the  voice  and  face 
match  the  on-line  style,"  she  says. 
Whatever  their  initial  awkwardness, 
the  couple  quickly  realized  they  were 
as  comfortable  gazing  into  each  other's 


of  innocent  flirtation  does  make  it  up 
on  the  boards." 

Paradoxically,  computer  courtship 
may  be  viewed  as  a  throwback  to  i  9th 
century  romantic  rituals.  Says  Laura: 
"You  used  to  write  letters  to  people 
with  similar  tastes,  and  if  romance 
blossomed,  that  was  nice." 

Since  the  wedding,  Laura  and  her 
two  children  from  a  previous  marriage 
have  joined  Jack  in  Los  Angeles  But 
each  spouse  still  spends  a  fair  amount 
of  time  on-line.  And  although  Laura 
has  taken  on  Jack's  last  name,  she  has 
not  given  in  on  other  matters.  Says 
she:  "We'll  be  arguing  about  Ulysses 
forever." 

8/  Edward  C  Baig  in  Washington 
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Let's  assume  your  ATM  network  handles  1,400,00 


ons  in 


mm  _ 

)NIE  V/VEEMl  ^0Wi  onty  thing  limiting  the  numbeii^^wi^^ 
is  you  can  handle  is  the  peak  capacity  of  your  computer  system.  If  slow  transaction 
es  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  to 


50,000  TRANSACTIONS 


each  week. 


speed  up  the  average  transaction  time  and  improve  customer  satisfaction, 


on  EMC's  disk  storage  solutions.  Tliey  allow  mainf-ame  and  midrange  computer 


erns  to  dramatically  increase  peiformance  without  costly  CPU  upgrades.  Lets 
you  realize  a  25%  peiformance  gain.  And  those  350,000  transactions  don't 


to  the  competition.  At  $.75  per  transaction,  ycmd  realize  a  revenue  increase  of 


i2,500  each  week.  Tliat's  over 


$13.6  MILLION 


a  year. 


hoiv  we  can  help  you  handle  more  peak  performance 
nsactions  by  calling  1-800-424-EMC2,  extension  GM319B. 


£  l993  kMCCjurporatwn.  KM(.  is  a  trmU-mnrk  of  KMC  Corp, 
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ers  read  descriptions  of  the  virtual  space 
they're  in  and  type  commands  to  make 
things  happen. 

For  example,  in  the  "living  room"  of 
the  Lambda  MOO — "based  on  a  Win- 
chester mystery  house  gone  mad,"  says 
Pavel  Curtis,  the  Xerox  Corp.  research- 
er who  operates  the  MUD — you  could 
pick  up  a  frisbee  by  typing,  "take  fris- 
bee."  Next,  you  might  say,  "throw  fris- 
bee to  John."  John  has  the  option  to 
"catch  frisbee"  or  ignore  it.  If  he  does 
so,  a  message  will  be  printed  out  say- 
ing, "Frisbee  lands  on  the  ground." 
(The  frisbee  and  other  objects  carry  be- 
haviors programmed  by  their  creators.) 
"For  people  whose  lives  are  controlled 
by  parents  or  professors  or  bosses,  there 
is  a  certain  attraction  to  a  world  in  which 
mastery  and  the  admiration  of  peers  is 
available  to  anyone  with  imagination  and 
intellectual  curiosity,"  writes  Howard 
Rheingold,  author  of  The  Virtual  Commu- 
nity. Of  course,  Curtis  readily  admits  that 
MUDs  are  not  substitutes  for  pressing 
the  flesh,  and  eventually  many  MUDers 
do  meet  in  person. 

Outsiders  heard  to  crv  "Get  a  life" 


The  Doctor  Is  in  (the  PC) 


I  n  what  areas  of  your  life  are 
I  you  feeling  stress?...  Are 
people  pressuring  you  to  give  up 
smoking?...  Are  you  getting 
enough  sexual  satisfaction?" 

Probing?  Unquestionably.  But 
the  questions  aren't  coming 
from  a  psychiatrist  Instead,  they 
appear  on  the  screen  of  a  PC, 
nestled  in  a  corner  office  at  the 
Interactive  Health  Center  in  San- 
ta Monica,  Calif. 

The  process  is  called  the 
Therapeutic  Learning  Program, 
an  interactive  software  Q&A  de- 
signed to  help  psychotherapists 
narrow  down  the  reasons  pa- 
tients are  feeling  stressed,  so 
they  can  more  effectively  help 
them  deal  with  their  problems. 


"It's  an  incredibly  effective  treat- 
ment for  a  person  who's  going 
through  a  problem  in  living  and 
needs  immediate  help,"  says 
Roger  L.  Gould,  the  clinical  psy- 
chiatrist who  developed  the  pro- 
gram after  years  of  heading  a 
neuro-psychiatric  outpatient  clin- 
ic at  the  University  of  California 
at  Los  Angeles. 

Gould,  who  runs  three  clinics 
in  the  L.  A.  area,  claims  he  can 
cut  to  seven  or  eight  sessions 
the  usual  ten  meetings  it  can 
take  to  deal  with  many  common 
problems.  At  about  $85  an  hour, 
the  savings  can  add  up  quickly. 
Pacific  Bell,  Walt  Disney,  and  In- 
tel are  among  the  companies 
that  send  patients  to  Gould. 


The  Piano. 


POWERED  BY 
MOTOROLA 


Peavey's  new  Millennium'"  DK-20  Digital  Piano  brings  a  note  of  distinction 
to  any  home.  Its  advanced  technology  delivers  true  piano  sound  and  feel. 
And  its  finely  crafted  hardwood  construction  puts  it  center  stage. 


Motorola  and  the  *>are  registered  trademarks  of  Motorola.  lt\c  Peaveuand  Millenniums  trademarks  of  feavev.  lite  tSl994  Motorola,  /'it  All  richly  reserved 


One  Disney  worker  went  to 
one  of  Gould's  centers  recently 
because  she  was  having  trouble 
sleeping  and  feared  she  would 
lose  her  job.  She  started  by  plug- 
ging in  her  stresses — a  pressure- 
filled  job,  a  failed  marriage, 
mounting  debts.  Based  on  her 
answers,  the  computer  then 
asked  a  different  series  of  ques- 
tions, with  each  set  designed  to 
narrow  the  focus  of  her  prob- 
lems. After  a  half-hour  session, 
she  was  referred  to  one  of  the 
1 5  therapists  who  devote  part  of 
their  practice  to  patients  re- 
ferred by  Gould.  The  patient's 
solution?  Take  stock  of  her  own 
accomplishments,  which  were 
many,  and  judge  herself  against 
the  criteria  she  and  the  therapist 
established. 

GOULD:  A  PRELIMINARY 
Q&A  ON  THE  COMPUTER 
HELPS  THERAPISTS  FOCUS 


"It's  a  very  effective  managed 
program  for  what  I  call  'problems 
of  living' "  says  H.  G.  Whitting- 
ton,  medical  director  for  the 
Managed  Health  Network  Inc., 
which  represents  more  than  300 
corporations  that  send  more  than 
1 ,000  patients  a  year  to  a  Gould 
center.  The  program  has  its  limi- 
tations: It  doesn't  work  well  on 
patients  with  alcohol  or  drug  de- 
pendencies, or  for  more  deep- 
seated  psychological  problems. 

That's  not  stopping  Roger 
Gould  from  thinking  big.  He's 
hoping  to  sell  CD-ROM  versions 
of  the  software  and  is  seeking  a 
venture-capital  partner  to  in- 
crease the  number  of  centers 
across  the  country.  If  he's  suc- 
cessful, for  many  patients,  the 
first  stop  on  the  way  to  psycho- 
therapy may  no  longer  be  the 
couch,  but  a  keyboard. 

By  Ronald  Grover  in  Santa 
Monica,  Calif. 
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The  Key 

The  reason  the  Digital  Piano  sounds  as  good  as  it  looks  is  its  Motorola  DSP56001  24-bit 
digital  signal  processor,  which  produces  CD-quality  sound.  From  pianos  to  computers, 
products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 
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liHfe  erhaps  more  than  most  people, 

David  Gentry,  32,  appreciates 
how  computers  can  revolutionize 
one's  life.  It's  not  because  he  works  as 
a  software  engineer  at  Loral  Vought 
Systems,  a  defense  contractor,  either. 
Gentry  uses  technology  to  help  him 
perform  tasks  most  of  us  take  for 
granted.  A  quadriplegic  since  breaking 
his  neck  in  a  motorcycle  accident  1 3 
years  ago,  Gentry  harnesses  comput- 
ing power  to  turn  on  lights,  read  an 
on-line  newspaper,  and  switch  chan- 
nels on  the  TV  set  in  his  Arlington 
(Tex.)  home. 

Before  the  accident.  Gentry  had 
given  no  thought  to  a  career  in  com- 
puters. But  the  disaster  dashed  his 
dreams  of  becoming  an  industrial  engi- 
neer. Without  computer  technology, 


"I  don't  know  if  I'd  be  employable," 
says  Gentry,  who  rapidly  takes  notes 
on  his  palmtop  computer  with  a 
pointing  device  called  a  mouth-stick  he 
grips  between  his  teeth. 

Despite  graduating  with  the  highest 
grade  point  average  among  his  com- 
puter engineering  colleagues  at  the 
University  of  Texas  at  Arlington, 
Gentry  was  one  of  the  last  in  his  class 
to  land  a  job.  With  some  help  from  a 
classmate,  Gentry  was  finally  hired  af- 
ter a  six-month  search  by  LTV  Corp. 
Aside  from  a  raised  desk  and  speaker- 
phone,  Gentry  doesn't  use  special 
gear  in  the  office. 

At  home,  his  wheelchair  is 
equipped  with  a  radio  transmitter  un- 
der the  armrest  and  computer  con- 
trols under  the  seat  With  a  control 


Remote. 


In  both  form  and  function,  I  ogitech's  MouseMari  Cordless  is  tar  removed  from 
m°ot  oRr  o  LA  I   ordinary  mouse.  It's  not  just  cordless,  it's  the  first  radio-controlled  mouse  ever.  It 
—J   you  comfortable  access  to  your  computer  without  any  entanglements. 
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SOFTWARE  ENGINEER 
GENTRY  WORKS  AT  HOME 
WITH  A  "MOUTH-STICK" 

box  he  maneuvers  through  a  so- 
called  sip-and-puff  device— he  sucks 
on  a  strawlike  tube  to  create  pres- 
sure— Gentry  can  open  the  front 
door.  With  a  voice-recognition  sys- 
tem on  the  PC  in  his  bedroom,  he 
can  bark  commands  to  surf  through 
TV  channels,  answer  the  phone,  and 
even  raise  and  lower  his  bed. 

Still,  computers  pose  some  special 
challenges.  Because  he  can't  hold 
down  more  than  one  key  at  a  time, 
Gentry  has  equipped  his  machine 
with  a  special  software  program  pro- 
vided by  the  Center  for  Computer 
Assistance  to  the  Disabled  in  Dallas. 
It  handles  PC  functions  activated 
when  two  keys  are  pressed  simulta- 
neously. And  he  needs  help  to  insert 
and  remove  diskettes.  But  that's  a 
minor  annoyance  in  what  is  other- 
wise a  remarkably  independent  life. 

By  Wendy  Zellner  in  Dallas 


when  talking  about  people  who  spend 
gobs  of  time  on-line  often  miss  the 
point:  The  modemed,  in  fact,  may  have 
quite  the  life.  Says  Gore:  "The  people 
who  express  this  concern  have  been 
strangely  silent  for  three  or  four  decades 
about  the  millions  of  Americans  who 
come  home  after  work,  turn  on  the  tele- 
vision, and  just  zonk  out  for  the  rest  of 
the  evening.  That's  the  real  technologi- 
cal threat  to  community." 

Technology  that  goes  through  the 
proper  hoops  of  human  testing  can 
make  good  on  one  of  its  grand  promises: 
to  free  up  time  for  the  ideas  and  peo- 
ple that  concern  us  most.  But  if  any- 
thing, tomorrow's  changes  will  move  at 
an  even  more  dizzying  pace  than  those 
of  the  past,  making  it  that  much  more 
critical  for  society  to  guard  against  a  wid- 
ening gulf  between  the  technologically 
savvy  and  those  who  throw  up  their 
hands  and  surrender.  No  one  can  cali- 
brate with  certainty  how  the  high-band- 
width future  will  touch  on  our  day-to- 
day lives.  Yet  by  taking  an  active  role  as 
individuals,  we  can  improve  the  odds 
that  the  impacts  will  be  positive.  □ 


Control. 

Two  Motorola  68HC05  microcontrollers  give  you  complete  control  over  the  MouseMan  Cordless. 
One  transmits  mouse  movements,  the  other  receives  and  displays  the  movements  on-screen.  From 
mice  to  4x4s,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 
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PRIVACY 


ATTACK  OF  THE 

CYBER  SNOOPERS 


Experts 
are  plenty 
concerned  about 
how  secure  data  will 
be — and  they're  not 
buying  reassurances 
from  the  government 

BY   LINDA  HIMELSTEIN 

M.  Carting  is  a  very  private  man. 
To  help  keep  it  that  way,  he  won't 
inform  strangers,  much  less  a  re- 
porter, what  the  "M"  stands  for. 
He  carries  no  insurance,  nor  does 
he  possess  an  American  bank  ac- 
count. When  he  is  ill,  he  insists 
that  doctors  treat  him  anony- 
mously. Even  Carting's  Califor- 
nia driver's  license  lists  no 
home  address.  "The  less  in- 
formation about  me  available 
to  government  and  big  busi- 
ness, the  better  off  I  am," 
says  Carling,  a  computer-se- 
curity consultant  and  former 
researcher  with  the  Hoover 
Institution. 

M.  Carting's  behavior  may 
appear  excessive,  even  para- 
noid. But  his  reason  for  it  is 
rather  mainstream,  given  the 
current  environment.  Put 
simply,  it's  fear.  Carling  and 
a  growing  number  of  Ameri- 
cans are  afraid  that  society's 
Mcreasing  dependence  on 
electronic  data  storage  and  com- 
munication will  make  it  virtually  impos- 
s      for  them  to  safeguard  their  privacy. 


Technological  advances  and  wide- 
spread use  of  computers  have  made  it 
simple  to  transfer  all  kinds  of  informa- 
tion about  consumers — proprietary  or 
not — among  banks,  hospitals,  govern- 
ment agencies,  or  law  enforcers.  And 
with  the  prospect  of  an  Information 
Superhighway,  telecommunications,  ca- 
ble operators,  and  other  businesses  will 
have  the  ability  to  assemble  these  dis- 
parate types  of  information  about  an  in- 
dividual into  an  all-but-comprehensive 
personal  dossier.  "Interactive  technolo- 
gies pose  great  opportunities,"  says  Jan- 
lori  Goldman,  director  of  the  American 
Civil  Liberties  Union's  Privacy  and 
Technology  Project.  "But  we  need  to 
realize  that  if  we  don't  protect 
personal  information 


!  34  BUS    ESS  WEEK/THE  INFORMATION  REVOLUTION 


way  up  front,  people  won't  use  it.' 

President  Clinton's  plan  for  health 
care  is  making  such  concerns  more  vis 
ible.  Under  the  Clinton  model,  every- 
one seeking  medical  treatment  would 
be  required  to  carry  a  health  security 
card,  which  would  include  insurance  in 
formation  as  well  as  personal  medical 
histories.  Already,  Congress  is  debating 
legislation  that  would  protect  the  con- 
fidentiality of  medical  records — a  mea- 
sure that's  designed  to  unify  what  many 
experts  consider  to  be  inadequate  and 
ineffective  state  laws.  "Medical  records 
are  not  private  and  there's  nothing  we 
can  do  to  make  them  private,"  Robert 
Gellman,  chief  counsel  to  the  House 
subcommittee  working  on  the  legisla- 
tion, said  at  a  conference  devoted  to 
computers  and  privacy  in  March.  "What 
we  can  do  is  to  make  sure  they  are 
treated  fairly." 

Other  related  legislative  propo 
sals  include  one  that  would  es 
tablish  a  federal  agency  to  create 
privacy  policies  and  serve  as  a 
government  watchdog.  Another 
bill  seeks  to  strengthen  existing 
laws  that  protect  access  to  and 
use  of  people's  credit  data. 

But  the  proposal  that  has 
gotten  the  most  notice  is  one 
backed  by  the  National  Se- 
curity Agency,  which  seeks  to 
protect  the  privacy  of  tele- 
phone and  computer  com- 
munications while  at  the 
same  time  allowing  law  en- 
forcers easier  access  to  those 
conversations  when  neces- 
sary. The  NSA  plan  is  based 
on  installing  a  tamperproo 
encoding  device,  known  as 
the  Clipper  chip,  in  tele- 
phones. Unscrambling 
communications  would 
then  only  be  possible 
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through  the  simultaneous  use  of  two 
keys  held  by  different  government 
agencies.  'I  he  NSA  claims  that  it  would 
he  virtually  impossible  to  abuse  the  sys- 
tem because  law  enforcers  could  only 
obtain  the  keys  with  a  court  order.  "Un- 
readable encryption  is  the  key  to  our 
future  liberty,"  says  Stewart  A.  Baker, 
general  counsel  at  the  NSA.  "We  believe 
we  have  found  a  way  to  ensure  terrific- 
privacy  without  putting  law  enforce- 
ment out  of  business." 

( )pponents  of  the  plan  say  the  Clip- 
per model  actually  erodes  privacy.  "  This 
is  like  letting  the  government  have  the 
master  key  to  every  house  in  the  coun- 
try," says  the  A<  1LI  I's  Goldman.  The  so- 
lution offered  by  business  executives 
excludes  government  from  the  process 
altogether.  They  want  to  allow  the  mar- 
ketplace to  balance  the  economic  bene- 
fits consumers  derive  from  improved 
technology  with  the  risks  those  devel- 
opments pose  to  privacy.  For  example, 
purchases  by  credit  cards  can  now  be 
made  almost  instantaneously  over  the 
phone  or  by  computer,  says  Duncan  A. 
MacDonald,  general  counsel  of  Citicorp 


►  Proposed  legislation  would  create  a  five-member  Privacy  Protection  Commis- 
sion, a  watchdog  agency  that  would  be, responsible  for  setting  privacy  policies 
and  ensuring  that  access  to  and  use  of  electronic  data  is  not  abused. 

►  The  proposed  Fair  Health  Information  Services  Act  is  aimed  at  protecting 
the  confidentiality  of  computerized  medical  information.  The  measure 
establishes  uniform  privacy  standards  and  includes  civil  and  criminal 
penalties  for  those  who  improperly  use  patient  data. 

►  The  Consumer  Reporting  Reform  Act  addresses  access  to,  as  well  as 
accuracy  and  privacy  of,  consumer  credit  information.  Among  other  things, 
the  bill  provides  consumers  with  a  free  credit  report  annually  and  allows 
them  to  opt  out  of  having  their  personal  data  used  for  marketing  purposes. 


Credit  Services  Inc.  That  makes  privacy 
vulnerable,  but  MacDonald  argues  that 
the  convenience  makes  the  trade-off 
worth  it. 

Companies  such  as  Citicorp,  Ameri- 
can Express,  and  TRW  Information  Sys- 
tems c<  Services  say  they  are  working 
hard  to  ensure  that  their  databases  arc- 
impregnable  and  that  their  information 
is  accurate.  TRW,  for  instance,  which 


maintains  credit  records  on  some  180 
million  Americans,  has  spent  $30  mil- 
lion in  the  last  three  years  updating  its 
computer  network  and  launching  pro- 
grams to  soothe  customer  concerns. 

The  Cleveland-based  company  now 
provides  its  customers  with  a  free  cred- 
it report  annually,  and  says  its  efforts 
have  led  to  an  80%  reduction  in  mix- 
ups  on  financial  data  from  people  with 
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The  future  of  computing  is  wide  open, 
and  if  you're  working  in  an  open- 
computing  environment-or  are 
making  the  change  soon-your  choices 
are  more  complicated  than  ever.  You 
need  the  right  mix  of  technical  and 
business  information  to  make  the 
right  decisions.  You  should  be  reading 
UnixWorld's  Open  Computing. 

Written  for  professionals  who  integrate, 
manage,  and  program  interoperable 
systems,  Open  Computing  gives  you  the 
up-to-the-minute  information  that  you 
need  to  reduce  information  costs,  create 
strategic  computing  solutions,  select  the 
right  hardware  and  software,  and 
improve  productivity. 

The  open  computing  era  will  reward 
both  the  individuals  and  the 
organizations  that  can  put  their 
knowledge  to  use  and  harness  the 
potential  of  interoperable  systems.  Build 
your  knowledge  through  the  in-depth 
features,  industry  news,  comprehensive 
product  reviews,  and  technical  insights  in 
every  issue  of  Open  Computing. 

To  start  receiving  Open  Computing, 
just  call  the  toll-free  number  below. 
Receive  twelve  issues  for  just  $18.00  per 
year-  half  the  newsstand  price.  Your 
satisfaction  is  guaranteed.  Subscribe  now. 
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similar  names.  "Consumers  have  inter- 
ests in  economic  choice  and  privacy," 
says  Martin  E.  Abrams,  director  of  TRW's 
priv  acy  and  consumer  policy.  "Our  job 
is  to  find  an  equilibrium  between  the 
two." 

Corporate  safeguards,  however,  can't 
always  prevent  mishaps  in 
a  business  environment 
that  hungers  for  any  tidbit 
of  information  about  po- 
tential customers.  In 
March,  for  example.  Na- 
tional City  Bank  in  Cleve- 
land mistakenly  gave  a 
telemarketing  company 
detailed  data  on  approxi- 
mately 180  of  its  custom- 
ers, including  their  account 
numbers  and  Social  Secur- 
ity numbers.  The  bank 
said  it  has  taken  steps  to 
make  sure  the  slipup 
won't  happen  again,  and  it 
promptly  offered  those  af- 
fected customers  new  ac- 
counts and  credit  cards. 
But  privacy  activists  point 


With  the 
Clipper  chip, 
government 
theoretically 
would  have 
access  to 
everything 


to  the  incident  as  an  illustration  of  how 
easy  it  is  for  electronic  data  to  wind  up 
in  the  wrong  hands. 

Apart  from  human  error,  hackers  have 
been  able  to  find  cracks  in  supposedly 
airtight  systems.  This  small  group  of  so- 
called  cyberdeviants  can  use  valuable 
information  they  improp- 
erly obtain,  such  as  the 
spending  habits  of  certain 
individuals  or  the  identity 
of  people  they  telephone, 
for  destructive  purposes. 
That  is  why  privacy  advo- 
cates, who  are  overwhelm- 
ingly opposed  to  the  gov- 
ernment's Clipper  chip 
plan,  are  encouraging  the 
private  sector  to  develop 
better  encryption  pro- 
grams. Such  demands  are 
increasing  as  electronic  ser- 
vices become  more  popu- 
lar. "People  have  to  under- 
stand that  responsibility  for 
making  sure  information 
about  them  doesn't  get 
into  the  wrong  hands  is 


theirs,"  says  Carling,  who  is  working  on 
some  cryptographic  software  of  his  own. 
"We  now  have  the  technology  to  put 
our  electronic  messages  inside  en- 
velopes." 

A  more  radical  approach  to  privacy — 
and  one  that  is  unlikely  to  be  imple- 
mented— is  to  create  a  market  for  per- 
sonal information  whereby  individuals 
charge  companies  a  fee  to  use  their  in- 
dividual data.  "The  cost  of  invading 
your  privacy  is  cheaper  and  cheaper  as 
the  development  in  technology  grows,' 
said  Kenneth  Laudon  of  the  School  of 
Information  Systems  at  New  York  Uni- 
versity at  the  conference  on  computers 
and  privacy  in  March.  "The  goal  here 
[by  creating  a  market  for  your  person- 
al data]  is  to  strengthen  individual  con- 
trol of  information." 

Whatever  wins  out  in  the  end,  it's 
clear  that  privacy  interests  are  on  a  colli- 
sion course  with  the  dramatic  advances 
made — and  about  to  be  made —  in  elec- 
tronic communications.  And  many  ex- 
perts predict  that  if  we  don't  resolve 
these  issues,  we  mav  end  up  living 
George  Orwell's  1984  in  2004.  □ 
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ar'chi-tec-ture  n.  1.  the  art  of  designing  and 
building;  2.  formation  and  construction  as 
the  result  of  a  conscious  act;  3.  the  framework 
for  designing,  introducing  and  implementing 
change. 

Our  clients'  organizations  are  a  complex 
and  changing  architecture  of  work  processes, 
technology,  information,  products,  services 
and  people.  For  that  reason,  DMR  -  a  leading 
North  American  provider  of  business  solutions 
using  information  technology  -  goes  beyond 
typical  reengineering  projects  which  often 
lack  the  capability  to  assess  the  impact  these 
changes  may  have  on  the  organization.  Our 
architectural  services  incorporate  proprietary 
methods  and  tools  to  model  the  dynamics 
and  structure  of  your  business  and  simulate 
performance  before  changes  are  implemented. 

DMR:  architects  of  the  future  -  today. 


When  know-how  counts 

U.S.A.«CANADA«AUSTRALIA»U.K.»BELGIUM»NETHERLANDS«GERMANY«SWITZERLANO»FRANCE»NEW  ZEALAND 


Given  the  administration 's  recent  efforts  toward  encouraging  the  construction  of  a  high-speed  Information  Highway  of 
tomorrow,  we  at  Sprint  would  like  to  announce  some  news  of  our  own  —  we  \>e  already  broken  ground. 

As  you  hear  praise  for  the  massive  capacity  of  fiber  optic  cable,  remember  that  we  completed  our  100%  digital,  fiber 
optic  network  in  1987.  It  was  the  nation  s  first,  and  so  far  it 's  the  only  one. 

With  all  the  applause  for  futuristic  technologies  such  as  ATM  —  which  enables  simultaneous  transfer  of  voice,  video  and 
data  —  know  that  last  August  we  were  the  first  long  distance  carrier  to  offer  commercial  A  TM  sennce.  Many  months  later, 
AT&T  and  MCI  still  haven  '/  made  it  available. 

And,  concerning  SONET,  w  ith  speeds  up  to  twenty  times  faster  than  am  network  on  earth,  keep  in  mind  that  we  announced 
our  commitment  to  SONET  technology  more  than  a  year  ago.  In  fact,  our  groundwork  has  advanced  to  the  point  where  we  re 
now  developing  applications  that  will  support  the  National  Information  Infrastructure  concept. 
fn  short.  Sprint  technology  is  creating  a  global  network  that  is  making  America  more 
competitive.  Not  somewhere  down  the  road.  Now.  1-800-669-4700.  Be  there  now. 
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PERSONAL  TECHNOLOGY: 

A  USER'S 

GUIDE 

Becoming  a  cybernaut  is 
easier  than  you  think.  We'll 
help  you  define  your  needs, 
describe  what's  on  the  market — and 
ask  users  how  they've  fared  with  it 
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PERSONAL  TECHNOLOGY:  A  USER'S  GUIDE 


At  these  prices  and  with  these 
i  features,  home  PCs  can't  get  much 


friendlier.  A  few  decisions — mail 
order  or  retail,  Mac  or  DOS, 
multimedia  or  not — and  your  family  can  enjoy 
its  latest  home  improvement  page  160 
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ON  THE  ROAD 


Is  that  a  PC  in  your  pocket?  The 
smaller  portables  get,  the  more  they 
offer:  jazzier  graphics,  richer  color. 


I  But  subnotebooks,  notebooks,  and 
palmtops  come  with  catches — Lilliputian  keys, 
brief  battery  life,  short  memories...   page  170 
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TACKUHG  TECHHOPHOBIA 


You've  stayed 
PC-illiterate  this 
long.  But  reasons 
to  log  on  are 
starting  to  pile 
up.  Here's  why 
— and  how — 
the  formerly 
techno-timid 
are  taking 
the  PC  plunge 

BY  CATHERINE  ARNST 


Everyone  you  know 
seems  lost  in  cyber- 
space. Friends  have 
started  talking  bytes  and 
Windows  and  SoundBlaster. 
They  send  one  another 
notes  filled  with  such  glyphs 
as  :)  and  :(  and  address  them 
to  1231452@mcimail.com. 
You  can  only  stare  blankly 
when  someone  asks  for  your 
e-mail  address.  And  you're 
beginning  to  wonder  if  you 


can  stay  solvent  without  us- 
ing Quicken  to  manage  your 
finances. 

Don't  panic.  Even  though 
folks  are  piling  onto  the 
early  stages  of  the  Informa- 
tion Superhighway  quickly 
enough  to  cause  traffic  jams, 
you  shouldn't  feel  ashamed 
about  not  having  invited  a 
computer  into  your  home 
yet.  In  fact,  almost  70%  of 
U.  S.  homes  remain  comput- 


erless.  so  the  PC  has  a  ways] 
to  go  before  it  becomes  asj 
ubiquitous  as  the  compact! 
disk  player.  (You  do  havd 
one  of  those,  don't  you?) 

But  inexorably,  computers 
are  entering  the  lives  of  everJ 
the  most  technophobic.  You 
may  be  PC-less  at  home,  bun 
if  you  work  in  an  officej 
chances  are  there's  one  orJ 
your  desk  or  the  next  one] 
over.  With  an  estimated  123 
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lion  PCs  installed  around 
:  world,  you  must  be 
lging  around  one  of  these 
nputers  somewhere, 
"hat  also  means  you  prob- 
y  know  a  lot  more  about 
v  to  operate  one  than  you 
Tht  think.  Granted,  there 
few  things  scarier  to  the 
nputer  illiterate  than  that 
ptic  "C:\>"  that  just  sits 
re  on  the  screen  of  an 
1-compatible  computer 
en  you  turn  it  on.  But 
nces  are  you  have  learned 
v  to  boot  up,  log  on,  and 
up  the  program  you  use 
st — be  it  word  processing, 
preadsheet,  or  a  custom 
)lication. 

Iven  if  you  don't  know 
v  to  use  a  PC,  you  have 
:n  quietly  acquiring  tech- 


nological skills.  You  (or  may- 
be your  kids)  have  learned 
to  program  a  VCR,  master 
the  tricks  of  Sega-Genesis  or 
Gameboy,  or  use  that  elec- 
tronic organizer  your  techie 
friend  got  you  for  Christmas. 
You  can  negotiate  your  way 
through  all  the  complicated 
number-pushing  of  a  voice- 
mail  system  or  your  local 
cash  machine.  In  other 
words,  there  is  virtually  no 
one  in  the  U.  S.  who  does 
not  use  some  form  of  com- 
puter technology  on  a  daily 
basis — and  sooner  or  later 
achieves  some  level  of  com- 
fort with  it. 

But  maybe  it's  time  to  take 
the  big  plunge  and  buy  a 
home  computer  (page  160). 
While  relatively  few  U.  S. 


families  currently 
own  computers, 
the  number  jumps 
to  70%  for  house- 
holds with  in- 
comes of  more 
than  $100,000. 
And  those  who  al- 
ready have  com- 
puters can't  help 
but  notice  that  to- 
day's desktop  won- 
ders bear  scant  re- 
semblance to  the 
clunky  machines 
of  only  a  few  years  ago. 

Many  of  these  upper-mid- 
dle-class families  are  buying 
computers  for  the  same  rea- 
son they  do  so  many  other 
things:  They're  convinced 
it's  good  for  the  kids.  The 
sprouts   probably  already 


Does  seeing 
"(:>"  start 
you  sweating! 
Don't  despair 


If  you  thought  you  had  to  be 
young  and  video-game  literate 
to  master  the  intricacies  of  a 
M    personal  computer,  consider 
^KTffiK-.PKfrr  i  Samuel  and  Frieda  Block  resi- 
ts of  trie  Leisure  World  retirement  commu- 
in  Laguna  Hills,  Calif.  They  are  83  and  80, 
tectively,  and  are  typing  away  at  a  Macin- 
)  Performa  450  they  bought  three  months 
to  replace  an  aging  IBM  PC  Before  taking 
plunge  in  1 988,  neither  Frieda,  a  former 
nentary  math  teacher,  nor  Samuel,  a  retired 
iral  government  statistician,  had  worked  with 
iputers. 

hey  had  better  reason  to  buy  a  PC  than 
st  senior  citizens.  Samuel  has  been  deaf 
e  age  seven,  a  result  of  spinal  meningitis.  He 
lends  on  letters  to  stay  in  touch  with  his 
ny  friends  and  four  sons.  "But  he  was  so  pro- 
ed  by  the  typewriter  because  he  couldn't 
ir  the  bell  that  signaled  the  end  of  a  line," 
s  Frieda.  Their  sons,  all  computer-literate,  sug- 
ted  a  PC 

amuel  can  now  do  a  lot  more  than  write  let- 
;.  He  helps  other  people  with  their  taxes, 
/s  games — Scrabble  and  golf  programs  are 
favorites — and  best  of  all,  can  communicate 
i  deaf  friends  via  Prodigy  Services  Co.,  an  on- 
service.  Without  a  PC,  Samuel  can  only  talk 
listant  friends  and  relatives  over  a  TDD,  or 
communications  device  for  the  deaf,  that  re- 
res  either  special  equipment  or  an  operator 
ict  as  translator. 


"He  spends  at  least  a  couple  of  hours  a  day 
on  the  computer,"  says  Frieda.  "He  has  some 
deaf  friends  in  L  A.  and  in  the  New  Jersey-New 
York  area,  and  it's  a  great  way  for  them  to 
talk."  Son  Joel,  an  attorney  with  the  Writer's 
Guild  in  Los  Angeles,  says  he  is  under  heavy 
pressure  from  his  parents  to  sign  on  to  Prodigy 
and  buy  a  Mac,  so  he  can  easily  share  files  with 
his  father.  "We'll  talk  him  into  it,"  his  mother 
promises.  In  fact,  says  Joel,  he  has  already  been 
persuaded:  "This  summer,  I  promise." 

Frieda  has  yet  to  master  the  Macintosh,  she 
admits.  She  has  been  busy  having  the  apart- 
ment redecorated  and  besides,  she  says,  "we 
just  don't  have  the  patience  to  read  the  manu- 
al." She  did  enjoy  the  IBM,  however,  going  so  far 
as  to  take  a  course  in  programming  so  she 
could  create  and  solve  her  own  math  prob- 
lems— "just  for  fun,  you  know."  She  also  used  it 
to  keep  track  of  her  sister's  medical  records, 
bills,  and  hospital  stays  before  she  died. 

The  Blocks  aren't  the  only  members  of  their 
set  to  have  a  PC  but  Frieda  says  there  aren't 
many:  "We  have  one  friend,  a  very  brilliant 
woman,  who  bought  one.  But  she  finally  had  to 
sell  it  She  just  couldn't  learn  how  to  write  letters 
or  anything  on  it"  There's  a  lesson  to  computer 
companies  here:  There  may  be  a  huge  un- 
tapped market  of  senior  citizens  who,  despite 
their  lack  of  past  experience  with  computers, 
would  be  more  than  happy  to  jump  into  the 
electronic  age. 

By  Catherine  Arnst  in  New  York 


work  on  PCs  at 
school.  And  if,  like 
most  kids  these 
days,  they've  been 
playing  video 
games  since  they 
were  toddlers, 
they  are  ready  to 
move  on  to  some- 
thing more  chal- 
lenging. Besides,  if 
you've  even 
glanced  at  some  of 
the  classy  new  ed- 
ucational software 
out  there,  you've  no  doubt 
decided  you'd  rather  have 
your  kids  designing  and 
managing  cities  with  Maxis' 
SiinCity  than  blasting  blood 
all  over  in  Mortal  Kombat  on 
their  entertainment  system. 

The  "edutainment"  pro- 
grams that  are  the  rage  today 
have  inspired  a  burst  of 
home-computer  buying,  es- 
pecially multimedia  ma- 
chines. These  arc  the  P(  Is 
that  can  put  on  a  dazzling 
show  of  stereo  sound,  graph- 
ics, and  full-motion  video, 
thanks  to  the  addition  of  a 
CD-ROM  player  (a  modified 
CD  player),  speakers,  and 
special  software.  Market  re- 
searcher Link  Resources  Inc. 
sa\  s  ci  msumers  b<  night  a  t<  »- 
tal  of  718,000  multimedia- 
equipped  computers  for  the 
home  last  vear,  compared 
with  279,000  in  1992. 

In  short,  industry  execu- 
tives figure  they  have  found 
something  that  sells  almost 
as  well  as  sex.  "Parental  guilt 
is  a  key  driver  in  this  mar- 
ket," says  Robert  W.  Bauer, 
director  of  desktop  market- 
ing for  Compaq  Computer 
Corp.  And  if  you're  going  to 
get  your  kids  on  the  fast 
learning  track,  you  might  as 
well  spend  the  extra  $500  to 
$800  to  make  that  PC  multi- 
media. Because  as  software 
czar  William  H.  Gates  III 
points  out — and  when  Bill 
talks  computers,  you'd  best 
listen — "By  1995,  people  will 
say,  'Of  course  my  PC  has  a 
CD.  Yours  doesn't?' " 

And  kids  take  to  comput- 
ers like  they  do  to  candy. 
Ask  Gino  del  Guercio,  pres- 
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ident  of  Boston  Science 
Communications  Inc.,  a  vid- 
eo and  multimedia  produc- 
tion company  run  out  of  his 
Easton  (Mass.)  home.  Ben, 
his  six-year-old,  started  play- 
ing with  Gino's  Apple  Mac- 
intosh computer  when  he 
was  three.  Michelle,  now 
four,  picked  it  up  about  a 
year  ago.  Ben  and  Michelle 
have  their  own  se- 
cret passwords, 
sign  on  whenever 
they  feel  like  it, 
and  use  about  a 
half-dozen  pro- 
grams, including  a 
couple  of  graphic- 
design  programs 
meant  for  adults. 
"I  think — because 
children's  minds 
are  so  plastic  and 
their  memories  are 
so  good  when  it 
comes  to  lan- 
guage— that  they 
have  a  real  affinity 
for  understanding 
the  language  of  the  comput- 
er," says  del  Guercio.  Their 
favorite  program,  he  notes,  is 
Kid  Fix,  a  children's  art  pro- 
gram from  Broderbund  Soft- 
ware Inc.  But  they  also  like 
to  play  with  math  and  read- 
ing programs,  which,  del 
Guercio  says,  keeps  them 
away  from  television. 

Good  parenting  isn't  the 
only  justification  for  buying 
a  PC.  You  might  want  to 
bring  work  home  from  the 
office,  get  a  better  handle  on 
your  finances,  produce  spiffi- 
er  correspondence,  or  take  a 
spin  on  the  Information 
Superhighway.  A  PC  can  act 
as  an  answering  machine  and 
a  fax  as  well. 

Or  perhaps,  in  this  era  of 


corporate  downsizing,  you've 
decided  to  junk  the  whole 
idea  of  a  career  in  the  office- 
tower  world.  Instead,  you're 
going  to  set  up  your  own 
business.  You  have  an  idea, 
maybe  a  client  or  two,  even 
business  cards.  Now  comes 
the  scary  part:  getting  a  com- 
puter. You  can't  call  in  the 
folks  from  information  sys- 
tems and  ask 
them  to  set  you 
up.  You're  actually 
going  to  have 
to  ...  do  it  vour- 
self!. 

Welcome  to  a 
world  that  the 
computer  industry 
is  hot  to  serve — 
SOHO.  No,  not  the 
hip  Lower  Man- 
hattan neighbor- 
hood. It's  the  small 
office/home  office 
market  that  has 
become  the  indus- 
try's fastest-grow- 
ing segment. 
SOHO  buyers  have  a  wealth 
of  bewildering  choices.  They 
can  go  to  their  local  comput- 
er store,  their  local  Staples, 
their  local  Sears,  or  their 
maybe  not-so-local  electron- 
ics superstore.  They  can  get 
a  bunch  of  catalogs  or  call 
SOO  numbers.  Ml  the  v\  hile, 
they  figure  if  they  just  look 
one  more  place,  or  wait  one 
more  month,  they  might  be 
able  to  get  a  better  price,  or 
configuration,  or  processor, 
or  software  package — or 
maybe  even  a  job  back  in  a 
corporation  w  here  someone 
else  w  ill  take  care  of  all  this 
for  them. 

Once  you  decide  to  do  the 
deed,  you  will  probably  start 
by  talking  to  knowledgeable 


LLOYD 


CALL  IT  A  FAMILY 
AFFAIR.  THE  SON 
GAVE  THE 

COMPUTER  BUG  TO 
DAD.  THEN  MOM 
CAUGHT  IT.  NOW 
THEY'RE  ALL 
CLICKING  AWAY 
ON  PCs  AND  PDAs 


friends.  But  be  prepared: 
Every  cottage  expert  will  of- 
fer a  different  opinion  on 
what  you  should  buy.  The 
first  debate  you'll  be  thrown 
into  is  Apple  vs.  IBM.  Apple 
Computer  Inc.'s  Macintoshes 
have  some  of  the  world's 
most  loyal  customers,  who 
revel  in  its  ease  of  use,  snaz- 
zy styling,  mouse-driven 
commands,  and  fun  graphics 


(page  162).  Their  popularity 
in  schools  also  makes  them 
the  kids'  favorire.  But  re- 
member, 90%  of  the  PCs  out 
there  are  based  on  IBM  stan- 
dards, which  means  they  use 
Intel  Corp.  microprocessors 
and  Microsoft  Corp.  operat- 
ing systems.  If  you  stick  with 
the  IBM  standard,  you  may 
get  off  a  bit  cheaper — 
though  Apple  price  cuts 


STILL  COMPUTER-SHY? 
CONSIDER  THIS: 


They  aren't  likely  to  get  much  lower 
soon.  $  1 ,000  to  $  1 ,500  buys  a  complete 
computer  setup  these  days  including 
lots  of  pre-packaged  software;  $500  to 
$800  more  adds  a  CD-ROM  player  and 
otl|er  multimedia  capabilities. 


Set  them  in  front  of  a  PC  and  chaj 
are  they'll  forget  about  video  gam 
maybe  even  TV,  preferring  to  exp 
the  digital  world  of  Carmen  Sandi 
or  create  their  own  with  SimCityj , 
will  have  fun  and  learn  something* 
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Like  son,  like  father.  Five  years 
ago,  Uoyd  Cohn  helped  install 
state-of-the-art  information  tech- 
nology at  Quality  Letter  Service, 
ensuring  the  New  York  direct- 
mail  shop  would  maintain  its  high-tech  reputa- 
tion. Then  he  turned  his  father,  Myron,  a  first 
vice-president  at  Gruntal  &  Co.,  into  a  computer 
maven.  Now,  both  are  inseparable  from  their 
personal  digital  assistants,  which  they  use  to 
store  appointments,  sketches,  wine  lists — even  a 
"fuzzy  logic"  guide  to  their  favorite  restaurants. 

At  work  as  Quality's  director  of  operations, 
Uoyd,  29,  uses  computer-driven  printers  to  print 
calligraphic  addresses  on  Chanel  catalogs  and 
personalized  fund-raising  letters.  "The  most  ex- 
pensive piece  of  mail  is  the  one  that  doesn't  get 
read,"  he  says. 

To  track  both  business  and  personal  affairs, 
Uoyd  uses  Sharp  Corp.'s  version  of  a  Newton 
MessagePad.  "It  basically  stores  my  life,"  he 
says.  Running  between  folding  machines,  com- 
puters, and  phones  in  the  shop,  Uoyd  carries  the 
Newton  to  jot  down  job  sketches,  schedules, 
phone  numbers,  and  employee  memos.  At  cus- 
tomer conferences,  Uoyd  can  use  the  built-in  in- 
frared communicator  to  beam  prices  to  a  co- 
worker's Newton. 

Uoyd  also  keeps  his  father  up  and  running.  In 
Myron's  Water  Street  office,  Winslow  Homer's 
prints  of  Hampton  beaches  overlook  a  sea  of 
high-tech  equipment  His  desk  is  crowded  with  a 


"no-name"  486  PC,  an  ADP  quote  terminal,  and 
a  1 2-inch  TV  with  closed  captions.  Dow  Jones, 
CompuServe,  Disclosure,  and  Prodigy  are  just  a 
few  services  that  funnel  him  information.  A  CD- 
ROM  encyclopedia  is  handy,  too.  Away  from  the 
office  he  jots  notes  and  numbers  on  his  Sharp 
Wizard  9600  for  later  transfer  to  his  PC 

The  most  useful  program:  Quotron's  Broker's 
Notebook,  a  specialized  database  manager.  The 
program  can  pluck  the  names  of  customers 
who  own  a  specific  stock  out  of  a  list,  then 
merge  them  into  letters  containing  company 
news.  It  tracks  sales  and  dividend  payments. 
And  at  tax  time,  it  automatically  generates  state- 
ments of  gains  and  losses  for  customers. 

It  was  only  a  matter  of  time  before  Uoyd's 
mom,  Nancy,  came  on-line,  too.  At  the  New 
York  Association  for  New  Americans  Inc,  Nancy 
helps  recent  immigrants  find  jobs.  With  the 
group  short  on  both  computers  and  clerical  help, 
Uoyd  picked  out  a  new  notebook  machine  to 
help  his  mother  track  clients,  write  letters,  and 
graph  the  success  of  job-training  programs. 

The  best  part  about  the  computers:  making  it 
possible  for  the  senior  Cohns  to  escape  to  their 
Long  Island  beach  house.  "We  can  bring  the  of- 
fice with  us  now  that  my  husband  and  I  are  on- 
line," says  Nancy.  That  means  Myron  can  spend 
less  time  sighing  at  Homer's  paintings  and  more 
time  on  the  beach  at  Amagansett  with  a  note- 
book on  his  lap. 

By  Ruth  Coxeter  in  New  York 


ve  drastically  narrowed  the 
3.  You'll  also  have  an  easi- 
time  exchanging  files  with 
;  PCs  in  most  offices, 
f  you  want  to  avoid  heat- 
debates  with  your  friends, 
:e  your  pick  from  the  doz- 
s  of  computer  magazines 
d  how-to  books  (page 
3).  That  was  how  Joan  Sil- 
rman  of  New  York  got 
rted.  The  41 -year-old  law- 


yer decided  in  January  that 
she'd  had  enough  of  medi- 
ating divorces.  So  she  left 
her  job  to  start  the  sort  of 
niche  business  that  New 
York  is  known  for:  Multi- 
Ethnic  Talent  &  Promotion 
Inc.,  a  talent  management 
company  for  ethnic  actors. 
She  had  already  signed  up 
15  foreign  and  domestic  cli- 
ents and  needed  a  way  to 


keep  track  of  their  contracts, 
working-papers  status,  and 
the  like. 

Silverman  decided  from 
the  outset  to  go  with  an  IBM- 
compatible  because  that's 
what  she  had  used  in  her  law 
office.  She  read  a  magazine 
article  on  how  to  set  up  an 
office  and  haunted  the  com- 
puter sections  of  bookstores. 
Then  she  called  Gateway 


2000,  one  of  the  largest  mail- 
order computer  distributors, 
and  spent  an  hour  or  so  on 
the  phone  talking  hardware 
and  prices.  Next,  on  the  ad- 
vice of  a  friend,  she  went  to 
several  computer  stores.  In  a 
few  weeks,  she  says,  she 
could  figure  out  the  differ- 
ence between  DX  and  SX 
(different  versions  of  Intel 
microprocessors),  knew  what 


SOFTWARE 

PORTABILITY 

INFORMATION 

ome  really  useful  stuff  out 
uit's  Quicken,  for  example,  a 
finance  program,  makes 

easy;  Compton's  Interactive 
2dia  provides  an  entire 

library  at  your  fingertips. 

Today's  affordable  notebook  computers 
mean  going  to  work  doesn't  always 
have  to  mean  going  to  the  office. 
Subnotebooks  weighing  less  than  five 
pounds  can  even  be  thrown  in  your 
knapsack. 

Start  surfing  the  Internet  and  you  can 
talk  to  people  from  around  the  world 
about  whatever  strikes  your  fancy, 
whenever  you  like.  Other  on-line 
services  give  you  the  latest  news,  stock 
prices,  and  weather  updates. 
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SOME  CEOs  ARE 
TECHNOPHOBES, 
BUT  AETNA'S  CHIEF 
WOULD  BE  LOST 
WITHOUT  HIS 
LAPTOP.  IT'S  HIS 
DATEBOOK, 
PHOTO  ALBUM, 
AND  MOVIE  CRITIC 


He  prints  his  own  checks  by 
computer.  He  orders  chinos 
from  Land's  End  Inc  and  classi- 
cal CDs  via  an  on-line  service. 
He  prefers  hotel  rooms  with  an 
extra  phone  line  for  his  laptop.  He  regales  visi- 
tors about  a  60,000-byte  Lotus  1-2-3  macro 
program  he  wrote  in  one  weekend.  He  con- 
fesses to  checking  his  e-mail  every  two  minutes. 

In  a  world  where  many  CEOs  still  regard 
computers  as  tools  their  subordinates  use, 
Ronald  £  Compton,  chairman  of  Aetna  Life 
&  Casualty  Co.,  is  a  hands-on  guy.  He's  on  his 
sixth  laptop,  a  Compaq  Lite  4/25c,  having 
worn  out  five  in  1 0  years.  He  never  travels 
without  three  spare  batteries,  a  portable  fax, 
and  his  "road  warrior"  kit  of  couplers  and  con- 
nectors. "People  think  I'm  crazy,"  he  says. 

Maybe  not  Compton,  61,  has  learned  the 
pluses  of  a  PC  at  work  and  play.  "It's  my  ver- 
sion of  a  pencil,  paper,  calculator,  calendar, 
and  typewriter  rolled  into  one,"  he  scys,  tap- 
ping keys  as  he  looks  for  a  collection  of  his 
photographs  on  disk.  He  caught  the  computer 
bug  in  the  early  1 980s  when  he  bought  PCs  for 
the  Aetna  subsidiary  he  ran. 


These  days  at  Aetna,  you  communicate  by 
computer — especially  to  talk  to  the  CEO.  He 
calls  the  computer  "the  best  communication 
instrument  since  papyrus.  For  a  lot  of  commu- 
nication, it's  even  better  than  face-to-face,  be- 
cause of  the  clarity  and  precision  you  get  in 
writing."  And  he  answers  all  of  the  hundreds 
of  Microsoft  Mail  messages  he  gets  from  sub- 
ordinates each  week. 

He  also  uses  the  computer  for  personal  pur- 
poses. A  movie  buff,  Compton  can't  see  many 
flicks  because  of  his  hectic  schedule.  So  he 
downloads  reviews  and  asks  his  wife,  Nancy,  to 
check  out  the  films  at  the  video  store.  He  com- 
municates by  e-mail  with  the  Hartford  perform- 
ing arts  center,  where  he  chairs  a  capital  fund 
drive.  He  has  used  Intuit  Inc's  Quicken  soft- 
ware to  keep  track  of  his  personal  finances 
since  1985. 

Not  everything  in  Compton's  life  is  electron- 
ic He  still  carries  around  two  calendars — one 
for  business  appointments  and  another  for  his 
weekend  leisure  schedule.  As  Compton  is 
quick  to  point  out,  however,  the  calendars  are 
printouts  from  his  computer. 

By  Chris  Roush  in  Hartford 


a  CD-ROM  was,  learned  to; 
analyze  the  quality  of  moni-; 
tors,  and  had  a  fairly  good 
sense  of  what  she  needed. 

Her  next  step,  though,  de- 
parted from  common  prac- 
tice. "I  really  didn't  know 
anything  about  how  to  set 
one  up,"  says  Silverman.  "I 
went  to  Staples,  I  talked  to 
a  real  nerd  there,  and  I  de- 
cided that  what  I  needed 
most  is  someone  nearby  who 
I  could  call  on  whenever  I 
needed."  Her  nervousness 
won  out  over  the  mail-order  I 
price  wars  and  the  discounts, 
bundles,  and  deals  offered) 
by  every  manufacturer  andj 
computer  store  in  town.  In- 
stead, Joan  turned  to  a  small, 
independent  local  dealer — 
you  can  still  find  them  in  al- 
most any  town.  Joan  ordered 
a  custom-assembled  unit 
based  on  an  Intel  486DX 
processor  and  featuring  a 
SuperVGA  monitor,  dual 
speakers,  a  CD-ROM  player, 
Windows  3.1,  and  all  kinds 
of  software.  The  hardware 
cost  her  $2,475,  several  hun- 
dred dollars  more  than  a 
comparable  mail-order  ma- 
chine. The  extra  money 
bought  the  security  of  hav- 
ing the  dealer  come  over,  set 
the  machine  up,  spend  hours 
showing  her  how  to  use  it, 
and  more  hours  on  the 
phone  with  her.  Silverman 
enjoys  the  personalized  ser- 
vice but  also  realizes  now 
that  she  knew  more  than  she 
realized.  "It's  not  as  scary  as 
I  thought  it  would  be,"  she 
says.  "In  fact,  I'm  really  get- 
ting into  it.  I  love  all  the 
games." 

A  desktop  l'( :  alii  >\\  s  you 
to  bring  your  office  home.  A 
laptop  lets  you  take  your 
work  anywhere  (page  170). 
Portable  computers  have  got- 
ten smaller,  more  powerful, 
and  cheaper — though  for  the 
same  amount  of  computing 
power,  a  notebook  comput- 
er will  still  set  you  back  a 
good  bit  more  than  a  desk- 
top. But  if  you're  willing  to 
pay  up  to  $5,000,  you  can  get 
a  six-pound  unit  that  features 
a  brilliant  color  display,  key- 
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ird,  disk  drives,  and  high- 
tvered  processor  all  in  one 
-1 1-inch  package. 
$ut  if  you're  on  the  go, 
;n  six  pounds — plus  spare  I 
teries,  a  charger,  and  oth-  I 
accessories — can  be  a  dis-  I 
>sing  amount  of  extra  bag-  I 
;e.  If  you  don't  need  the  I 
I  power  of  a  desktop-class  I 
chine,  an  amazing  new  I 
:ed  of  subnotebook  com-  I 
ters  may  fill  the  bill.  I 
iese  little  guys  weigh  less  | 
n  five  pounds  but  are  still  | 
1-fledged  PCs,  with  fast  g 
:roprocessors,  almost-full-  I 
e     keyboards,  bright 
eens,  and  the  ability  to 
1  most  of  the  latest  soft- 
re.  Some  even  operate  on 
ndard  AA  batteries,  so  you 
n't  have  to  worry  about 
ding  an  electrical  outlet  in 
;  desert — or  on  an  air- 
ne.  And  there's  no  extra 
tery  charger  to  lug  around. 
)nce  you  have  your  com- 
ter,  you  may  want  to  use 
to  reach  out  and  touch 
ir  new  neighbors  in  cyber- 
ice.  The  easiest  way  to  do 
it  is  with  one  of  the  on- 
;  services — Prodigy,  Corn- 
Serve,  or  America  On- 
e — where  you  can  send 
:ctronic  messages,  shop, 
i  check  on  the  latest  news 
i  stock  quotes.  Fair  warn- 
;,  though:  A  computer  bul- 
in  board  can  be  an  even 
^ger  distraction  than  the 
torious  computer  games. 
[Tien  there's  the  Internet, 
wo-lane  version  of  the  In- 
mation  Superhighway.  If 
li  have  a  computer  and  a 
)dem,  as  little  as  $10  a 
mth  will  allow  you  to 
mge  into  this  vast  elec- 
nic  community  with  some 
million  other  residents, 
u  can  discuss  everything 
m  high-energy  particle 
ysics  to  the  latest  twist  in 
ur  favorite  soap  opera,  and 
erenee  a  wealth  of  mate- 
Is,  from  computer  security 
song  lyrics. 

Mthough  it  was  estab- 
led  as  a  government-spon- 
ed  communications  chan- 
1  for  researchers,  the 
ternet  has  expanded  far 


AMY  C  ARNOT 


BOY,  THAT'S  SOME 
DAILY  COMMUTE — 
LOS  ALAMOS  TO 
CHICAGO.  EXCEPT 
THIS  ANALYST  IS 
MAKING  THE  TRIP 
VIA  A  DELL  386.  THE 
BEST  OF  BOTH 
WORLDS?  WELL,  SHE 
HAS  TO  FORFEIT 
THE  WATER-COOLER 
GOSSIP 


When  Amy  C.  Arnott's  fiance 
was  offered  a  job  with  Los  Ala- 
mos National  Laboratory  in 
New  Mexico  last  fall,  the  ana- 
lyst with  Chicago-based  Morn- 
ingstar  Inc.  feared  she'd  have  to  choose  be- 
tween husband  and  career.  Instead,  she  found 
a  high-tech  solution:  Since  last  October,  she 
has  been  telecommuting  from  a  home  office 
in  her  Los  Alamos  condominium.  Arnott  is  the 
second  Morningstar  analyst  to  telecommute, 
although  the  other  is  in  New  York,  which 
makes  sense  for  someone  writing  about  invest- 
ments. "Los  Alamos  isn't  exactly  a  world  finan- 
cial center,"  Arnott  says. 

Arnott,  25,  is  at  her  Dell  386  computer  by 
7  a.m.  Mountain  Time,  about  when  her  Chica- 
go colleagues  begin  their  workday.  She  calls 
into  Morningstar's  Chicago  network  to  pick  up 
messages  using  Lotus  Development  Corp.'s 
cc:Mail  before  beginning  work  on  the  funds 
she  covers.  A  CD-ROM,  updated  monthly,  gives 
her  instant  access  to  Morningstar's  mutual- 
fund  database,  including  performance  num- 
bers, portfolio  listings,  and  biographies  of  fund 
managers.  A  new  Morningstar  scanning  sys- 


tem will  give  Arnott  on-line  access  to  annual 
reports  and  other  documents. 

Arnott  interviews  portfolio  managers  by 
phone  and  writes  reports  on  her  computer, 
sending  them  by  e-mail  to  an  editor  in  Chicago. 
Edited  versions  are  sent  back  to  her  by  fax. 

Were  it  not  for  her  505  area  code,  outsiders 
would  never  suspect  she's  not  in  Chicago. 
Arnott's  Chicago  colleagues  are  aware  of  her 
location,  however,  and  a  few  hint  about  taking 
New  Mexico  vacations.  Arnott  herself  has  tak- 
en advantage  of  her  new  location  by  enrolling 
in  a  dance  class  in  nearby  Santa  Fe  and  learn- 
ing to  ski  at  Taos,  an  hour  away. 

Working  at  home  has  its  drawbacks.  Arnott 
misses  sharing  ideas  with  co-workers,  although 
she  insists  the  isolation  keeps  her  independent 
Then  there's  the  question  of  whether  working 
remotely  will  hurt  her  career  in  the  long  run. 

Her  boss,  Morningstar  editor  John  A  Reken- 
thaler,  is  pleased  with  the  arrangement  In  fact 
he's  considering  a  request  from  a  third  employ- 
ee who  wants  to  telecommute.  But  after  that 
he'll  declare  a  moratorium.  Somebody  has  to 
mind  the  store. 

By  Sandra  Atchison  in  Denver 
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beyond  iis  original  academ- 
ic audience.  So  far,  in  face, 
that  Internet  junkies  are  full 
of  stories  about  all  the  virtu- 
al sex  going  on  at  all  hours 
on  adult  bulletin  boards.  But 
safe  sex  isn't  the  only  lure  of 
the  Internet.  In  February, 
the  very  proper  New  York 
Times  wedding  announce- 


ments page,  usually  filled 
with  information  about  the 
beloveds'  lineage,  had  this  to 
say  about  newlyweds  Pame- 
la Sue  Chasek  and  Langston 
James  Goree  VI:  "[  The 
bride]  and  the  bridegroom 
met  through  electronic  mail 
(mi  the  Internet,  the  interna- 
tional data  network."  The 


couple  has  since  gone  on,  by 
the  way,  to  create  their  own 
newsletter  to  distribute  on 
the  Internet,  Earth. Negotia- 
tions Bulletin.  So  just  think  of 
the  changes  that  could  be 
wrought  in  your  life  if  you 
had  a  computer. 

Once  you've  gone  this  far, 
there's  no  going  back.  If 


you're  going  to  have  a  com- 
puter as  a  traveling  compan- 
ion, you  might  want  to  add 
a  cellular  phone,  a  portable 
fax — maybe  even  one  of 
those  new  personal  digital  as- 
sistants (page  176).  Before 
you  know  it,  you'll  have  be- 
come a  card-carrying  Infor- 
mation   Revolutionarv.  □ 


BUT  FIRST.  READ  THE  BOOK 


Anyone  who  still  thinks  computers  will 
eliminate  paper  hasn't  visited  a  bookstore 
lately.  If  the  current  explosion  of  high-tech 
titles  continues,  there  soon  may  be  no 
room  on  the  shelves  even  for  cat  books 
or  diet  guides. 

The  quality  of  computer  books  has  improved  along  with 
the  quantity.  There  are  volumes  on  every  topic — and  for 
every  user,  from  the  neophyte  who  finds  the  manuals  sup- 
plied with  software  and  hardware  hopelessly  confusing  to 
the  power  user  who  finds  the  official  information  in  the 
manuals  hopelessly  inadequate. 

Publishers  sort  computer  books  into  series,  each  aimed 
at  a  different  audience.  For  tyros,  it's  tough  to  beat  the 
"for  Dummies"  series  from  IDG  Books.  Starting  with  Dan 
Gookin's  DOS  for  Dummies  and  Andy  Rathbone's  Windows 
for  Dummies  (each  $  1 6.95),  IDG  now  offers  dozens  of  yel- 
low-jacketed titles  covering  virtually  every  computing  topic. 
Although  they  sometimes  suffer  from  excessive  cuteness — 
a  problem  endemic  to  computer  writing — the  "Dummies" 
books  offer  a  wealth  of  information  in  palatable  form,  with 
clear  examples  and  helpful  illustrations. 

Other  publishers  aim  at  a  somewhat  more  advanced  au- 
dience. Que's  "Using"  series,  such  as  Using  Microsoft  Word 
($29.95),  is  a  good  example.  A  few  years  ago,  books  of  this 
sort  were  essential  to  understand  most  programs,  since 
the  manuals  supplied  with  the  software  were  often  all  but 
incomprehensible.  The  quality  of  documentation  has  im- 
proved greatly,  but  there's  still  a  role  for  books  that  cover 
essentially  the  same  material  as  the  manuals,  since  they  of- 
ten do  it  in  a  more  understandable  and  better-organized 
fashion.  In  addition,  perusing  one  of  these  volumes  can  give 


Mocker's  Quide 
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you  a  good  idea  of  the  capabilities  and  quirks  of  a  program 
that  you  are  considering  buying  at  a  fraction  of  the  cost  of 
bringing  home  the  software. 

Then  there  are  the  hefty  tomes  aimed  at  people  who 
want  to  know  everything  about  their  programs.  These 
books,  usually  authorized  by  the  software  publishers,  go 
into  more  depth  than  software  manuals  and  often  are 
accompanied  by  disks  or  even  CD-ROMs.  Good  examples 
include  Microsoft  Press's  volumes  on  various  Microsoft 
applications  (most  $24.95)  and  Osbome/McGraw-Hill's 
"Complete  Reference"  series,  such  as  the  WordPerfect  6.0 
Complete  Reference  ($29.95). 

One  step  beyond  are  those  books  that  give  you  informa- 
tion that  the  software  publishers  don't  particularly  want 
you  to  know  about.  Woody  Leonhard  and  Vincent  Chen's 
Complete  Hackers  Guide  to  Word  for  Windows  (Addison- 
Wesley,  $39.95)  is  a  compilation  of  every  known  trick,  bug, 
and  quirk  in  the  Version  2  of  the  leading  word-processing 
software.  (An  edition  that  covers  Version  6  is  forthcom- 
ing.) Despite  the  intimidating  title,  the  Hacker's  Guide  is  in- 
tended not  for  programmers  but  for  the  experienced 
Word  user  who  wants  to  get  the  most  out  of  the  Mi- 
crosoft application.  And  Leonhard  and  Barry  Simon  teamed 
up  for  a  similar  dissection  of  Windows  in  The  Mother  of  All 
Windows  Books  (Addison-Wesley,  $39.95  with  disks,  $49.95 
with  CD-ROM). 

Finally,  the  recent  popularity  of  the  Internet  has  gener- 
ated its  own  flock  of  books.  One  of  the  earliest  and  still 
one  of  the  best  nontechnical  explanations  of  the  mysteries 
of  the  Internet  is  Ed  Krol's  The  Whole  Internet  (O'Reilly  & 
Associates,  $24.95). 

By  Stephen  H.  Wildstrom 


The  Whole 
INTERNET 
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ck  in  die  optional  Desk  Station  W  {or 
instant  connection  to 
your  monitor,  fuU-si:e 
keyboard,  printer, 
and  network. 


e  integrated  sound  system- 
tophone  and  speaker- 
sports  for  extertwl  .(, 
ropfione, headphones,  * 
ipeakers,  let  you  record  and 
sent  bud  and  dear. 


The  T-Plan  service 
program  provides 
bumper-to-bumper 
protection  for  years 
to  come. 


Open  'er  up. 


Fire-up  the  new 
*">•«  i^hnoiooy    software  standard 
vr  video  playback  in  your  multimedia 
presentations. 

Dual  PCMCIA  expansion  slots- 
Type  II  and  an  oversized  Type  III-  can  run 
simultaneously  to 
give  you  almost 
limitless  flexibility . 


Now  you  can  keep  pill  multimedia  files 
on  your  portable . 


INTRODUCING  THE  T4800CT.  Start  portable  multimedia  computing  in  high  gear.  With  a  75MHz  IntelDX4 
:essor  racing  through  all  your  number-crunching  and  graphics- intensive  applications.  See  your  work  in  256  simultaneous 
lors  on  the  vivid  TFT-LCD  active  matrix  display.  And  create  the  most  exciting  presentations  possible,  using  full  audio 
capabilities,  VL  Local-Bus  video,  and  the  added  thrust  of  an  integrated  graphics  accelerator.  See  how  it  feels. 
Call  1-800-457-7777  for  the  dealer  nearest  you. 


800CT  FEATURES: 

'5MHz  IntelDX4™, 
i.3  volt  processor,  16K  cache 
1.5"  dia.  color  SVGA  TFT-LCD 
ictive  matrix  display 
iOOMB  HDD 

iMB  RAM  expandable  to  24MB 


1  Two  PCMCIA  slots  ( 16mm  and  5mm)     •  NiMH  battery  for  extended  life 


•  VL  Local-Bus  video 

•  Integrated  graphics  accelerator 

•  .WAV  Audio 

•  Audio  jacks:  Headphone/Speaker 
and  Microphone 

•  6.9  lbs. 


3.5"  1.44MB  floppy  disk  drive 
•  Ballpoint™  Mouse  with  QuickPort™ 
'  Pre-installed  software:  DOS,  Windows 
tor  Workgroups®,  Windows  Sound 
System™,  Run  Time  and  Video  tor 
Windows,  and  Indeo™  video 
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In  Touch  with  Tomorrow 
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MORE  BANC.  LESS  BUCK 


Office  systems 
are  getting  so 
powerful,  so  fast 


that  it's  hard  to 


go  far  wrong.  But 
you  have  to  take 


the  search  one 


component  at  a 


time — and  ask 


tough  questions 
at  every  step 


BY   PAUL  M.  ENG 


F 


ifteen  years  after  the 
explosion,  the  shock 
wave  is  still  rolling 
through  the  workplace.  The 
development  of  the  Intel 
!S()<S,X  microprocessor,  the 
heart  of  the  original  IBM  Per- 
sonal Computer,  has  rede- 
fined work.  The  100-page 
business  plan  that  had  to  be 
retyped  with  each  revision 
and  the  loan  that  was 
painstakingly  calculated  from 
amortization  tables  are  noth- 
ing but  dim,  bad  memories. 

The  revolution  isn't  over. 
It's  not  even  slowing  down. 
Three  years  ago,  your  com- 
pany paid  $3,000  to  put  a 
speedy  new  PC  based  on  an 
Intel  80386  chip  on  your 
desk.  Now  it's  a  silicon  relie. 
Today,  mainframe  processing 
speed  is  commonplace  in 
desktops.  Larger,  more  ener- 
gy-efficient color  monitors 
and  cheaper,  faster  laser  print- 
ers offer  a  wealth  of  new 

DEll  DIMENSION  X PS  P-90 

\t  $3,299.  the  sNsti-m 
with  the  lowesl  entrj 
fee  to  the  fastest 
Pentium  chip 


COMPAQ  DESK  PRO  X  L 

Speedy  circuitry  for  even 
faster  video,  at  a  pricey 
$4,400  (monitor  extra) 

power.  The  major  problem 
facing  today's  buyer  may  be 
an  embarrassment  of  riches. 

Perhaps  the  most  critical 
choice  you  will  make  is  also 
the  most  technical:  which  mi- 
croprocessor to  use.  In  the 
more  than  90%  of  office  ma- 
chines that  run  either  the  old- 
er Microsoft  Windows  3.1  or 
the  new,  high-powered  Win- 
dows NT,  you  basically  have 
two  choices:  the  Intel  486  (in- 
cluding clones  from  Cyrix 
and  forthcoming  versions 
from  Advanced  Micro  De- 
vices and  Texas  Instruments) 
or  its  successor,  the  Pentium. 

The  4S6  powers  the  vast 
majority  of  P(  \  sold  today.  In- 
tel has  extended  the  life  of 
the  three-year-old  processor 
by  finding  ways  to  speed  up 
its  internal  clock,  which  gov- 
erns how  quickly  the  chip 
can  execute  instructions.  The 
original  486DX  offered  a 
maximum  clock  speed  of  50 
megahertz  (millions  of  cycles 


per  second).  The  latest 
4S6DX4,  just  now  hitting  the 
market,  hums  at  100  Mhz. 

Clock  speed  alone,  howev- 
er, can  be  a  misleading  guide 
to  performance.  Designers  of 
the  Pentium  used  a  variety 
of  tricks  to  increase  its  power. 
Result:  Tests  by  National 
Software  Testing  Laborato- 
ries/McGraw-Hill  Inc.  (a  sis- 
ter company  of  BUSINESS 


7/| 


lllv 


WEEK) 

found  that  a  machine  based 
on  a  60-Mhz  Pentium  can 
perform  at  up  to  three  times 
the  speed  of  a  66-Mhz 
486DX2 — and  probably  twice 
as  fast  as  a  100-Mhz  DX4, 
which  was  not  available  in 
time  for  the  comparison. 

But  Pentium  machines 
from  Dell  Computer,  Com- 
paq. IBM,  and  other  vendors 
can  easily  cost  a  third  more 
than  a  comparably  equipped 
fast  4S6.  Most  of  the  Pen- 
tiums sold  to  date  are  des 
tined  for  use  as  file  servers — 
the  high-speed  systems  that 
run  office  networks — or  for 
the  desktops  of  designers,  en- 
gineers, and  others  who  need 
a  lot  of  computing  power. 
Now  prices  arc  beginning  to 
drop,  especially  as  Intel  faces 
competition  from  the  new 
PowerPC  chip  developed  as 
a  joint  venture  of  Apple,  IBM 
and  Motorola.  'That  means 
more  and  more  Pentiums  will 
be  turning  up  on  executive 
desktops. 

'The  performance  of  a  sys- 
tem depends  on  more  than 
the  speed  of  its  processor. 
Other  factors  are  the  data-re- 
trieval speed  of  the  hard-disk 
drive,  the  amount  of  random- 
access  memory  (RAM),  the 
electronics  driving  the  video 
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display,  and  tlie 
circuitry  that  all 
\  these  components 
w  rely  on  to  communi- 
cate with  one  another. 
Df  these,  RAM — the  mem- 
/  in  which  the  computer 
:ually  computes — may  be 
'  most  important.  Many 
indows  machines  are  sold 
th  4  megabytes  of  RAM, 
;  minimum  recommended 
Microsoft  Corp.  But  for  all 
t  the  simplest  tasks,  8 
:gabytes  are  needed  to 
aid  sluggish  performance, 
en  with  a  fast  processor.  In 
:t,  experts  say,  many  users 
.satisfied  with  the  perfor- 
ince  of  Windows  software 
illy  need  more  memory, 
t  a  faster  machine. 
In  Windows  machines,  the 
cuitry  responsible  for  the 
ieo  display  is  often  the  real 
eed  bottleneck;  the  chore 
moving  a  circle  from  one 
rner  of  the  screen  to  an- 
ber,  for  instance,  can  in- 
Ive  millions  of  calculations, 
le  of  the  units  that  per- 


NEC  MULTISYNC  6FG 

The  high-quality  21-inch 
monitor  was  rated  tops  in 
its  class.  List:  $2,535 

formed  best  in  NSTL's  review 
was  the  Compaq  DeskPro 
5/60M.  It  scored  impressive 
marks  in  video  capabilities, 
thanks  to  its  proprietary  sys- 
tem, QYision.  And  its  three- 
year  warranty  on  parts  and  la- 
bor is  one  of  the  industry's 
most  generous. 

Newer  machines  offer  even 
faster  video.  Compaq  recent- 
ly announced  a  new  version 
of  its  DeskPro  called  the  XL, 
which  uses  Intel's  speedy  PCI 
circuitry  for  even  faster  video. 


It  also  sports  a  fast  CD-ROM 
drive  as  well  as  Rusiness  Au- 
dio, a  multimedia  feature  that 
allows  users  to  attach  voice- 
annotated  messages  to  files. 
This  strong  perfor- 
mance carries  a 
steep  price:  The 
DeskPro  XLs  fetch 
about  $4,400,  mon- 
itor extra.  IBM's 
ValuePoint  P60/D 
costs  $4,199  with- 
out CD-ROM  or 
monitor. 

Gateway  2000 
Inc.,  a  big  direct- 
mail  seller,  offers  a 
cheaper  route  to  a 
multimedia  Pen- 
tium. Its  P5-90  is 
built  around  Intel's 
fastest  chip — a  90- 
Mhz  Pentium — 
and  includes  a  CD-ROM  drive 
and  a  big  17-inch  color  mon- 
itor for  a  mere  $3,995.  Dell 
Computer  Corp.'s  Dimension 
XPS  P-90  also  uses  the  90- 
Mhz  version  of  the  Pentium 
and  features  an  enhanced 


The  high-speed 
Pentium  chip 
may  be  more 
than  you  need 


hard-drive  controller  to  han- 
dle up  to  four  hard  drives. 
Priced  at  $3,299,  it's  the 
cheapest  Pentium  system 
available. 

The  latest,  great- 
est Pentium  may 
make  a  nifty  exec- 
utive status  sym- 
bol, but  do  you  re- 
ally need  all  that 
power?  If  you  are 
doing  high-resolu- 
tion graphics  or 
running  a  compli- 
cated mathematical 
model,  you  need 
all  the  speed  you 
can  get.  But  if  you 
spend  most  of  your 
computer  time 
writing  letters  or 
reports  with  a  word 
processor  or  read- 
ing and  writing  e-mail,  your 
fingers  can  only  fumble  over 
the  keyboard  so  fast.  And  the 
time  a  database  search  takes 
will  probably  Ik-  set  more  by 
the  speed  of  your  network 
and  the  rate  at  which  vour 


THE  TRADE-OFFS  OF  TWO  SPEEDY  (HIPS 


PENTIUM  PCs 


486  PCs 


Intel's  Pentium  chip  promises  computing  power  up  to  twice 
that  of  its  predecessor,  the  486DX2-66Mhz  microprocessor. 
Its  speed  makes  it  particularly  appropriate  for  such  uses  as 
computer-aided  design  and  drafting,  voice  recognition,  and 
3D  modeling.  Occupations  where  the  Pentium  may  be  worth 
the  extra  money  include  engineering  and  scientific  research. 
Here  are  some  appealing  candidates: 


Factors  other  than  the  central  processor  affect  the  speed  of 
a  machine,  so  certain  applications  may  not  run  appreciably 
faster  on  a  Pentium  machine.  And  if  a  particular  program  isn't 
geared  for  Pentium,  the  user  might  not  notice  a  difference. 
So  far,  for  example,  word-processing  programs  run  just  as 
fast  on  a  486-based  PC,  particularly  if  the  chip  has  been 
enhanced  to  run  faster.  A  sampling  of  souped-up  models: 


Make/ 

Street 

Make/ 

Street 

Model 

price 

Features 

Model 

price 

Features 

COMPAQ 

$4,400* 

Built-in  networking  capabilities,  a 

AST 

$3,847 

Has  a  486DX2  microprocessor, 

DeskPro  XI  566 

double-spin  CD-ROM  drive,  and 

Premmia  4/66D 

full  multimedia  capabilities,  and 

can  play  and  record  voice-annotat- 

Model 34311 

loads  of  software 

ed  memos.  Monitor  optional 

IBM 

$2,964 

Sound  card  and  double-speed 

DELL 

$3,299 

Lowest-priced  Pentium  system, 

MVP 

CD-ROM  and  15"  monitor 

Dimension  XPS  P-90 

with  enhanced  hard-drive 

complement  a  486DX2 

electronics  to  speed  data  on  their 

microprocessor 

way  to  the  Pentium 

GATEWAY  2000 

$2,495 

Uses  the  top-of-the-line 

GATEWAY  2000 

$3,995 

Comes  with  a  double-speed 

P4D-I00 

486DX4  chip  and  comes  with 

P5-90 

CD-ROM  drive  and  large  1 7" 

a  double-speed  CD-ROM  drive. 

monitor 

and  15"  monitor 

IBM 

$4,199 

Very  large  hard  drive  and 

DELL  DIMENSIONS 

$2,699 

486DX4  chip  with  8  MB  RAM, 

ValuePoint  P60/D 

16  megabytes  of  memory.  Monitor 

XPS 

450  MB  hard  drive,  double 

optional 

speed  CD-ROM,  15"  monitor 

tompaq's  estimated  price 
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hard  drive  can 
pump  out  data 
than  by  the  raw 
firepower  of  your 
microprocessor. 

That  is  why- 
many  users  who 
don't  need  to  be 
on  the  cutting 
edge  of  desktop 
technology  may 
enjoy  significant 
savings — perhaps 
$1,000  on  a  sys- 
tem— by  settling 
for  a  computer 
powered  by  one  of 
the  updated  486 
processors.  For  ex- 
ample, IBM  offers  the  Yaluc- 
I'mnt  4N(,I)\2/n6  with  a  15- 
inch  monitor  for  $2,640. 
Adding  a  multimedia  kit  with 
sound  card  and  a  double- 
speed  CD-ROM  for  only  $315 
more  will  give  you  what  IBM 
calls  an  MVP  PC.  But  even 
souped-up  486  P(  is  can  be- 
come a  bit  pricey.  AST's  I'rc- 
mmia  4/66D  Model  343M  is 
powered  bv  a  66-Mhz 
486DX2  and  offers  full 
sound-and-graphics  capability 
for  $3,347.  Add  around  $500 
for  a  high-quality  15-inch  col- 
or monitor,  and  you  have  a 
system  that  can  create  multi- 
media presentations. 

The  choice  of  a  processor 
and  system  unit  is  only  the 
beginning  of  your  shopping. 
In  many  ways,  the  monitor  is 
your  most  critical  choice. 
While  its  hard  to  tell  by  look- 
ing w  hat  sort  of  processor  a 
computer  uses,  a  bad  moni- 
tor can  become — literally — a 
daily  headache. 

Buyers  have  to  consider 
two  major  factors  when 
choosing  a  monitor,  cither  as 
part  of  a  system  or  as  a  later 
upgrade:  screen  size  and  im- 
age quality.  Many  systems 
come  bundled  with  a  14-inch 
display.  (Monitors,  like  T\ 
sets,  are  measured  diagonal- 
ly. The  actual  size  of  the 
screen  is  almost  always  an 
inch  or  so  smaller  than  the 
stated  size.)  Windows  users, 
however,  are  finding  that  15 
inches  is  more  practical,  and 
many  are  beginning  to  opt  for 


Make  sure  your 
printer  speaks 
the  right 
language" 


17-inch  units.  For 
heavy-duty  desk- 
top publishing  or 
graphics  work,  a 
20-inch  monitor  is 
highly  desirable. 

The  size  of  a 
monitor  is  closely 
related  to  the  con- 
fusing issue  of 
screen  resolution — 
the  number  of 
dots,  or  pixels,  that 
a  display  can  show. 
The  higher  the 
resolution,  the 
more  information 
you  can  cram  onto 
'  a  screen.  For  ex- 
ample, on  a  screen  800  pix- 
els wide  by  600  pixels  high 
(the  so-called  SuperVGA  res- 
olution), Microsoft's  Fxcel 


can  display  27  rows  and  12 
columns  of  a  spreadsheet.  At 
1,280-by- 1,024  resolution,  Ex- 
cel can  show  49  rows  and  19 
columns.  But  when  using 
Windows  on  anything  much 
smaller  than  a  20-inch  moni- 
tor, the  highest  resolution 
may  produce  characters  too 
small  for  most  users  to  read 
without  strain. 

Before  you  decide  you 
need  the  biggest  monitor 
available,  consider  some  po- 
tential problems.  A  21-inch 
unit  will  set  you  back  more 
than  $2,000.  You'll  need  to  sit 
a  good  distance  from  the  big 

HEWLETT-PACKARD  4si 

The  brawny  LaserJet  MX 
will  spit  out  1 1  pages  a 
minute.  List:  $5,499 


in 


THE  OFFICE  (HOKE:  LASER  PRINTERS 


A  laser  printer  for  the  office  should  be  a  workhorse — and 
these  fill  the  bill.  If  you  want  the  finest  control  over  text  and 
graphics,  go  for  a  unit  that  uses  Adobe's  PostScript  language. 
Most  office  machines  can  also  be  connected  directly  to  a 
network  for  easy  sharing. 


Manufacturer/ 

List  price 

Features 

Model 

HEWLETT-PACKARD 

$1,829 

Latest  version  of  an  old 

LaserJet  4 

reliable 

LEXMARK 

$1,999 

High-end  performance  at 

IBM  4039  I2R 

a  midrange  price 

TEXAS  INSTRUMENTS 

$1,599 

Easily  set  up  to  work  with 

Micro  Laser  Pro  600 

Macintoshes 

DATA  NATIONAL  SOFTWARE  TESTING  LABORATORlES/McGRAW  HILL  INC.  BUSINESS  WEEK 


screen  to  use  it  comfortably. 
And  you  won't  want  to  plunk 
down  its  70-pound  heft  just 
anywhere. 

Monitors  vary  considerably 
in  image  appearance.  A  good 
display  should  have  a  nearly 
flat  screen  and  minimal  dis- 
tortion. Circles  should  look 
round  and  squares  square, 
and  make  sure  the  image  is 
sharp  across  the  entire  display 
area.  An  etched-glass  face  on 
the  picture  tube  will  cut 
down  on  glare,  but  at  the  cost 
of  a  slight  loss  of  sharpness 
and  brilliance.  Above  all,  be- 
ware of  flicker,  a  sometimes 
all-but-imperceptible  jumpi- 
ness  of  the  display  that  can 
cause  eyestrain  and 
headaches.  "Noninterlaced" 
monitors  are  less  prone  to 
flicker  than  less-expensive 
"interlaced"  units. 

XSTI.  did  exhaustive  lab 
testing  of  more  than  70  mon- 
itors ranging  from  15  to  21 
inches.  While  quality  varied, 
all  were  judged  acceptable. 
The  units  judged  highest  in 
quality  in  each  class  were  the 
21-inch  NEC  6fg  ($2,535),  17- 
inch  Nanao  F560i-W 
($1,499),  and  the  15-inch 
Zenith  ZCM  1540-ut  ($549). 

Lab  tests  can  get  you  only 
s(  i  far,  Ik  i\\  e\  er.  \  Inch  in  the 
choice  of  a  monitor  is  subjec- 
tive. And  shopping  is  made 
difficult  by  the  fact  that  many 
units  are  twins  under  the 
skin — five  manufacturers 
make  most  of  the  picture 
tubes  used  in  monitors.  For 
example,  Nanao's  F560i-W 
uses  a  Toshiba  tube,  while 
the  otherwise  nearly  identi- 
cal (and  almost  as  highly  rat- 
ed) F56()i  is  equipped  with  a 
Sony  Trinitron.  In  the  end, 
the  soundest  advice  for  buy- 
ing monitors  may  be  to  buy 
the  best  and  biggest  you  can 
handle,  take  your  time,  and 
trust  your  eyes. 

Your  other  critical  decision 
about  an  accessory  is  the 
choice  of  a  printer.  Nearly  ev- 
erything that  is  produced  on 
a  computer  will  end  up  on 
paper  sooner  or  later,  and  one 
of  the  main  virtues  of  com- 
puters is  their  ability  to  pro- 
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COMPANY.     SUPPLIER     TO  THE 


1  Sybase 
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THE  WORLD  CUP. 
30  BILLION  VIEWERS. 
3.5  MILLION  SPECTATORS. 
7,000  JOURNALISTS. 
52  GAMES. 
24  TEAMS. 
9  CITIES. 
AND  SYBASE  SOFTWARE 
TO  MANAGE  IT  ALL. 

Managing  the  world's  largest 
single-sport  event  requires 
world-class  credentials. 
Which  is  why  woridCupuskM 
World  Cup      %V#  " 
USA  1994 

chose  Svbase  Supplier 
client/server  database, 
connectivity,  systems 
management,  and  develop- 
ment tools  to  drive  their 
global  information  network. 

Sybase  products  are 
running  World  Cup  opera- 
tions, from  logistics  to 
hedging,  security,  and 
results  reporting.  SYBASE" 
is  handling  the  critical  job 
of  distributing  data  in  near- 
real  time,  via  more  than  900 
multimedia  workstations  in 
the  U.S.  and  Europe. 

And  even  though  the 
entire  project  has  been 
implemented  in  less  than  a 
year,  it's  a  schedule  we 
consider  business  as  usual. 

Let  us  mobilize  the  same 
kind  of  world-class  effort  in 
support  of  your  critical  data 
delivery  needs.  Just  call 
1-800-SYBASE-l  today. 

(We'll  also  send  you  a 
free  24"  x  36" copy  of  this 
World  Cup  poster.) 

Outside  the  U  S ,  call  (41 0)  224-8044 

©1994  Sybase,  Inc  World  Cup  L030  ©1991  WC/ISl 
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duce  great-looking  reports, 
letters,  and  other  documents. 
While  even  a  few  years  ago, 
computer  printouts  were  syn- 
onymous with  the  ugly  out- 
put of  dot-matrix  units,  today 
the  clean,  quiet  laser  printer 
has  become  the  office  stan- 
dard. And  while  the  biggest, 
fastest  machines  are  most 
suitable  for  shared  use  on 


networks,  low-cost  units  bring 
laser  printing  to  the  desktop 
with  no  sacrifice  in  quality. 

Printer  prices  have  fallen 
dramatically  in  the  past  cou- 
ple of  years.  A  laser  printer, 
which  uses  the  same  xero- 
graphic process  as  a  copier  to 
fuse  dry  ink  on  plain  paper, 
can  go  for  as  little  as  $500. 

There  are  several  important 


factors  to  consider  in  choos- 
ing a  printer  for  the  office. 
Your  choice  should  support  at 
least  one  of  the  two  leading 
methods  that  computers  use 
to  feed  text  and  graphics  to 
laser  printers — Hewlett- 
Packard  Co.  s  PCL5  page-de- 
scription language  or  Adobe 
Systems  Inc.'s  PostScript. 
Windows  can  use  either,  as 


can  most  major  word  pro- 
cessing, graphics,  and  desk- 
top-publishing programs. 
PostScript  printers  provide 
more  precise  printing,  espe- 
cially in  images  using  shades 
of  gray.  But  they  are  more  ex- 
pensive and  generally  require 
more  memory  to  perform  at 
their  best.  The  best  printers 
will  switch  automatically  be-| 


MAP  OF  THE  STARS' SCREENS 
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Back  in  the  early  days  of  personal  computing, 
I  when  monitors  still  glowed  green,  pioneering 
I  users  discovered  a  problem:  If  the  same  image 
I  stayed  on  the  monitor  for  too  long,  it  "burned" 
1  into  the  screen's  phosphor  coating  and  became  a 
permanently  visible,  ghostlike  image.  The  solution  was  simple:  a 
little  program  that  would  fill  the  screen  with  a  varying  pattern 
after  the  computer  had  been  idle  for  a  while. 

Little  did  the  programmers  of  these  "screen  savers"  realize 
they  were  creating  a  software  industry.  Even  though  burn-in  has 
ceased  to  be  a  problem  on  today's  color  monitors,  screen 
savers — witty,  amusing,  or  calming — have  become  a  craze 
among  computer  users.  According  to  market  researcher  Inter- 
national Data  Corp.  in  Framingham,  Mass.,  the  screen-saver 
market  will  top  $180  million  by  1997,  up  $80  million  last  year. 

Berkeley  Systems  he's  After  Dark  ($29.95  for  DOS,  Win- 
dows, or  Macintosh)  has  long  dominated  the  market  with  its 
"Flying  Toasters"  and  simulated  aquarium.  But  Ann  Stephens,  a 
retail  analyst  with  Reston  (Va.)-based  PC  Data  Inc.,  says  at  least 
five  other  companies  offer  commercial  screen-saver  software.  "I 
think  you're  going  to  see  a  lot  more  people  enter,"  she  adds. 
The  reason?  It's  a  lucrative  business  for  software  makers  such 
as  Berkeley  Systems  which,  according  to  Stephens,  is  the  indus- 
try's I8th-largest  company  in  dollar  volume.  "Thirty  percent  of 
new  game  sales  occur  in  the  first  30  days  they  are  out  on  the 
market,  [but]  screen  savers  [sell]  well  throughout  the  year." 


Perhaps  one  reason  for  screen  savers'  popularity  is  thatjtt 
represent  a  way  for  users  to  express  their  personalities  o»r 
chines  that  many  consider  somewhat  dehumanizing.  Certai 
the  choice  of  images  can  say  a  lot  about  a  user.  Considerip 
of  the  screen  savers  of  the  rich  and  famous: 

The  Computerized  French  Chef.  It  may  or  may  nc 
come  as  a  bit  of  a  surprise,  but  Julia  Child  is  as  comfortab 
working  with  a  PC  as  she  is  with  a  wire  whisk.  "Most  of 
is  spent  writing,  so  computers  have  been  marvelous,"  say 
self-proclaimed  20-year  PC  veteran.  In  fact,  when  she  last 
to  write  a  freelance  article  using  a  typewriter,  she  found 
cumbersome.  "I  thought  I  was  going  nuts,"  recalls  the  82- 
old  master  chef. 

However,  Steve  Tougas,  a  computer  consultant  who  hi 
her  with  her  home  system,  says  she  doesn't  think  about  \ 
machine  much.  Her  choice  in  screen  savers  is  simple:  "I'll 
back"  scrolls  across  her  screen  in  bright  fuschia  letters.  T 
screen  saver,  much  like  the  "Flying  Windows"  screen  sav 
comes  as  part  of  Microsoft  Windows,  reflects  her  attitud 
technology  shouldn't  draw  attention  to  itself.  For  exampk 
Child  may  turn  to  a  blowtorch  to  caramelize  creme  bruk 
for  show  but  because  it  does  the  job  simply  and  efficient! 

The  Electronic  Opus.  Berkeley  Breathed,  creator  of 
nationally  syndicated  comic  strips  Bloom  County  and  Outlar 
won't  settle  for  mere  functionality.  Although  he  has  been 
Apple  Macintosh  computers — long  known  for  their  "cool 
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sen  the  two  languages. 
Vith  mote  than  10  years' 
)erience  turning  out  laser 
nters,  it's  no  surprise  that 
continues  to  dominate  the 
rket  with  its  LaserJet  4  se- 
5,  which  took  top  prize  in 
ist  of  NSTL's  printer  tests, 
o  versions  designed  for  in- 
idual  use,  the  $1,839 
ierjet4and  the  $1,229  4P, 


turn  out  crisp  pages  at  600 
dots  per  inch.  That  fine  reso- 
lution makes  them  suitable 
for  printing  halftone  images, 
such  as  scanned  photographs. 
The  difference:  The  4P 
prints  at  four  pages  per 
minute,  half  the  speed  of  its 
big  brother.  If  you're  looking 
for  a  heavy-duty  printer  to 
serve  a  group  of  users  on  a 


network,  the  LaserJet  4si  MX 
is  the  champ.  It  will  spit  out 
page  after  page — at  the  rate 
of  1 1  per  minute. 

Today,  for  about  $5,000— 
and  a  good  bit  less 
if  you're  willing  to 
make  a  few  com- 
promises— you  can 
buy  an  office  com- 
puter that  would 


m 


IUIIA  CHILD 

In  screen  savers, 
as  in  cuisine, 
simple  is  best 


i  985,  the  37-year-old  cartoonist  laments:  "There 
fun  out  there." 

Toronto-based  Delrina  Corp.  asked  Breathed  to  help 
ew  screen  saver,  he  leapt  at  the  chance.  The  result- 
Bill  Screen  Saver  ($39.95)  is  more  entertainment 
;oftware.  Featuring  Opus  the  penguin,  Bill  the  Cat 
Jutland  characters,  Opus  'n'  Bill  pokes  fun  at  the  com- 
:ry  and  pop-culture  icons  using  cartoon  animations. 
>n  had  Opus  shooting  down  winged  toasters — a  di- 
;nt  on  screen-saver  silliness.  A  lawsuit  by  Berkeley 
ming  that  the  use  of  flying  toasters  infringed  on  its 
orced  Delrina  to  tone  down  the  parodies.  But,  says 
rhat's  what  animation  is.  It's  got  to  be  funny." 
ic.  Some  creative  types  expect  humorous  screen 
ow  tiresome  quickly.  "You're  not  going  to  be 
long,"  says  Todd  Rundgren.  So  instead  of  bouncing 
windows,  or  a  penguin  shooting  down  flying  toasters, 
■old  musician  developed  a  program  called  Flow  Fazer, 
lis  own  use. 

describes  the  program  as  "music  for  the  eye."  Its 
erns  of  varying  color  intensities  represent  "the  flow 
Df  naturally  occurring  electromagnetic  interactions.  In 
s,  the  colorful  patterns  graphically  show  how  magnet- 
;s  between  the  opposing  "north"  and  "south"  poles 
■  Rundgren  says  he  and  programming  partner  David 
nally  created  Flow  Fazer  "as  a  philosophical  and  artis- 


make  the  systems  manager 
of  a  decade  ago  drool  with 
envy.  While  the  choices  are 
many  and  confusing,  the 
good  news  is  that  the  average 
quality  of  comput- 
ers, monitors,  and 
printers  has  gotten 
so  good  that  it's 
difficult  to  go  seri- 
ously wrong.  □ 


tic  statement."  But  the 
musician,  who  has  six 
Macs  and  a  Silicon 
Graphics  Inc.  worksta- 
tion in  his  San  Francisco  studios,  says  the  patterns  are  therapeu- 
tic. "You  can  put  this  on  and  chill  out,"  says  Rundgren. 

Flow  Fazer  could  soon  be  available  as  commercial  software.  Its 
recent  unauthorized  use  in  an  MTV  Beaws  &  Butt-head  music 
video  may  help  it  find  a  market  beyond  the  musical  underground. 
And  while  the  artist  laments  that  it  may  have  taken  something  as 
juvenile  and  commercial  as  Beaws  &  Butt-head  to  make  Flow  Faz- 
er successful,  Rundgren  jokingly  suspects  that  the  only  folks  who 
will  buy  it  are  "the  same  people  that  enjoy  psychedelic  drugs." 

The  High-Tech  Veep.  Al  Gore's  finesse  with  personal  com- 
puters and  associated  issues  is  already  a  legend  in  Washington 
and  throughout  cyberspace.  The  Vice-President  has  made  up- 
grading information  technology  a  centerpiece  of  his  "reinventing 
government"  recommendations,  and  Gore  has  taken  on  the  con- 
struction of  a  "National  Information  Infrastructure"  as  a  personal 
project  In  fact  Gore  is  enough  of  a  propeller-head  to  have  the 
honor  of  being  the  first  Vice-President  to  hold  a  live  "electronic 
town  meeting"  on  CompuServe  back  in  February.  And  what 
shows  up  on  Gore's  screen  when  the  Vice-President  isn't  busy 
reading  his  e-mail?  It's  just  "a  little  aquarium  with  fish." 

By  Paul  M.  Eng  in  New  York,  with  Edward  C.  Baig  in  Washington 
and  Ruth  Coxeter  in  New  York 
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SUITE  SIMPLICITY 


Buying  just  a 
word  processor  is 
old  hat.  Bundles 
of  software  now 
offer  better  file 
integration — and 
irresistible  prices 


When  it  conies  to 
choosing  software, 
there's  good  news 
and  bad  news.  The  bad  news 
is  that  unless  yon  are  self-em- 
ployed, the  need  to  match 
your  personal  programs  to 
your  softw  are  at  work  means 
that  von  often  have  no  real 
choice.  The  good  news:  To- 
day's leading  software  is  so 
capable  it's  hard  to  err. 

Most  users  spend  the  bulk 
of  their  computer  time  using 
a  word  processor.  In  the 
world  of  Microsoft  Windows, 
the  word  processing  market 
is  dominated  by  three  best- 
sellers: Microsoft  Word  6.0, 


Ami  Pro  3.01,  and  WordPer- 
fect 6.0.  All  can  handle  every- 
thing from  a  letter  to  a  multi- 
chapter  book  and  can  turn 
out  designs  that  once  re- 
quired powerful  page-layout 
programs.  All  of  them  include 
tools  to  automate  the  design 
of  documents. 

It's  becoming  rare,  though, 
for  anyone  to  just  go  out  and 
buy  a  word  processor.  That's 
because  publishers  are  bun- 
dling word  processors  with 
other  programs  in  irresistibly 
priced  "suites."  For  example, 
the  top-selling  package,  Mi- 
crosoft Office,  includes  Word, 
the  Excel  spreadsheet  for 
number-crunching,  and  Pow- 
erPoint, for  turning  your  text 
and  data  into  presentation 
slides  and  charts.  Discount- 
ed, these  programs  would 
cost  over  $000  bought  indi- 
vidually. But  the  suite  can  be 
had  for  $460— or  just  $229  if 
you  upgrade  from  an  existing 
version  of  any  of  the  compo- 
nent programs.  An  extra  $100 
buys  you  the  professional  v  er- 
sion, which  includes  a  copy 
of  Microsoft's  Access  database 
manager.  Obviously,  if  you 
can  use  even  two  of  the 
products  in  a  suite,  buying 
the  package  makes  sense. 

Price  is  only  one  reason  for 


I  


buying  a  suite.  Any  pair  of 
properly  designed  Windows 
applications  should  be  able 
to  work  together.  You  can 
paste  data  or  a  graph  from  a 
Borland  Quattro  Pro  spread- 
sheet into  a  Microsoft  Word 
document.  But  this  integra- 
tion is  often  easiest  with 
products  that  were 
designed  to  work 
together.  For  ex- 
ample, Microsoft 
Word  features  a 
"button"  that 
starts  up  Excel 
without  going  to 
the  Windows 
"desktop"  first.  It 
could  be  modified 
to  start  Quattro  Pro 
instead,  but  this 
requires  a  bit  of 
programming  skill. 
Suitemates  also  of- 
fer the  user  a  con- 
sistent screen  de- 
sign and  set  of 
tools  and  menus  that  make  it 
easier  to  move  among  pro- 
grams. 

Microsoft  Office  is  the  best 
integrated  of  the  three  major 
packages,  since  the  compo- 
nents were  designed  from 
the  ground  up  to  look  and 
work  alike.  But  Lotus  Smart- 
Suite  is  also  a  tightly  integrat- 


Choose  a  suite 
based  on  the 
program  you 
use  most 


liilWIlliMi 


Microsoft  Office 


Lotus  SmartSuite 


Borland  Office 


WORD  PROCESSOR 

WORD  6.0 

AMI  PRO  3.0I 

WORDPERFECT  6.0 

SPREADSHEET 

EXCEL  5.0 

I -2-3  RELEASE  4.0 1 

QUATTRO  PRO  5.0 

GRAPHICS 

POWERPOINT  4.0 

FREELANCE  2.0I 

NA 

. ATABASE 

ACCESS  I.I 

APPROACH  2. 1 

PARADOX  4.5 

INFORMATION  MANAGER 

NA 

ORGANIZER  I.I 

NA 

t  MAIL 

MICROSOFT  .1AIL 

NA 

NA 

STREET  PRICE 

$569 

$459 

$389 

ed,  heavyweight  contender.! 
It  includes  Ami  Pro,  the  Ap-j 
proach  database,  the  1-2-2 
spreadsheet,  Freelance  Gra 
phics  for  slides  and  charts 
and  Organizer  personal 
scheduling  software. 

Borland  Office,  combiningl 
Quattro  Pro  and  Borland's] 
Paradox  database] 
with  WordPerfect] 
began  life  as  a] 
group  of  products] 
thrown  together  to] 
give  Borland  Inter-] 
national  Inc.  and] 
WordPerfect  CorpJ 
a  suite  entry.  With] 
Version  2,  the  part-] 
ners  began  intej 
grating  the  prod-] 
ucts.  But  now! 
major  changes  ard] 
in  the  works  as  a] 
result  of  the  an-l 
nounced  acquisi-r 
tion  of  both  WordJ 
Perfect  and 
Quattro  Pro  by  Novell  IncJ 
For  one  thing,  the  suite  will 
get  a  fresh,  yet-to-be-deter| 
mined  name.  "We'll  clearly! 
identify  it  as  a  WordPerfect 
product,"  says  Glen  Mellal 
WordPerfect  marketing  vice! 
president.  "A  single  vendol 
suite  will  convince  a  lot  mordj 
users." 

Your  choice  of  a  suitu 
should  be  based  on  the  pro] 
gram  you  use  most — and  de] 
signed  to  minimize  file  con] 
versions  when  going  froir] 
office  to  home.  While  all  th 
major  programs  can  read  eacr 
other's  files — for  example 
you  can  handle  a  Word  doc 
ument  in  WordPerfect  or 
1-2-3  spreadsheet  in  Excel 
the  conversions  are  slow,  anc 
some  of  the  fine  points  of  for 
matting  may  get  lost  alom 
the  way. 

By  Stephen  H.  Wildstron 
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"SAPIENS  TECHNOLOGY  GIVES  US  A  MEANS  TO  REMAIN 
COMPETITIVE  TODAY.  TOMORROW  IT  REPRESENTS  A  PLATFORM  WE  CAN 
USE  TO  LEAPFROG  OUR  COMPETITION  ." 

-    John  Murphy,  DIRECTOR  OF  CORPORATE  MIS,  SIEMENS  ENERGY  &  AUTOMATION 


How  Siemens 
And  ARKLA 
Used  Front-line 
Technology  For 
Bottom-Line  Results 


To  compete,  you've  rightsized,  reengineered  and 
reinvented  your  company.  Yet,  your  information 
systems  are  holding  you  back. 

Siemens,  ARKLA  Gas  and  many  leading  companies 
worldwide  have  focused  their  information  systems  on 
meeting  customer  needs. 

Their  solution  is  the  IBM*  ES/QOOO'"  and  SAPIENS* 
rapid  application  development  software — true  front-line 
technology  that  drastically  reduces  the  time  required  to 

produce  business  applications, 
improving  sendee  levels  and 
responsiveness. 

Using  SAPIENS,  Siemens 
Energy  &  Automation  created  a  business  application 
that  each  year  saves  its  sales  force  30,000  hours  of 
manual  processing  time,  enabling  them  to  spend 
more  time  responding  to  customer  needs. 

ARKLA  Gas  built  a  gas  acquisition  manage- 
ment system  in  response  to  deregulation  in  just 
six  months,  a  fraction  of  the  time  required  by 
other  development  tools. 

Discover  the  power  of  IBM  and  SAPIENS 
solutions.  Call  1-800-392-7028  today  for  a 
FREE  VIDEO  and  get  the  full  story  on  how 
Siemens  and  ARKLA  Gas  used  SAPIENS 
to  improve  their  bottom  line. 


SAPIENS** 


Exclusively  available  in  the  U.S. 

and  Canada  from  IBM 


mm 


"With  SAPIENS,  we  were  able  to  bring  our  new  system 

ONLINE  IN  A  FRACTION  OF  THE  TIME  REQUIRED  BY  OTHER  TOOLS." 

-   JAMES  HfJBBS,  director  or  MIS,  Arkansas  Louisiana  Gas  Company 


THE  HIGH-TECH  HOME 


HOME  IMPROVEMENT 


You  can't  live 
without  one  at 
work,  and  your 
kids  are  hooked 
on  them  at 
school.  Now 
computers  are 
housebroken — 
capable,  a  cinch 
to  use,  and 
exceedingly 
affordable 
BY   PAUL  M.  ENG 


PACKARD  BELL  LEGEND  Ml 

Its  multimedia  setup 
has  CD-ROM,  sound 
card,  and  speakers 


E 


ver  since  Apple  Com- 
puter Inc.  introduced 
the  Apple  II  in  1977, 
computer  makers  have  been 
dreaming  of  a  mass  home 
market.  But  even  as  personal 
computers  sprouted  on 
almost  every  office 
desk,  Mom  and  Dad 
just  didn't  see  the  ad- 
vantage of  buying 
something  as  frustrat- 
ing as  IBM's  PCjr  or  as 
pricey  as  Apple's  first  $1,495 
Macintosh. 

A  combination  of  familiar- 
ity gained  at  work  and  school, 
improvements  in  ease  of  use, 


and,  above  all,  plunging  pric- 
es is  winning  the  personal 
computer  a  prominent  place 
in  the  home.  Computer  mak- 
ers are  responding  to  the  new 
market  by  offering  "multime- 
dia" packages  that  in- 
clude factory-installed 
sound  systems  and 
CD-ROM  drives,  so 
you'll  be  ready  to  use 
the  latest  entertain- 
ment and  educational 
software  as  soon  as  your  ma- 
chine comes  out  of  the  box. 

But  while  the  manufactur- 
ers are  trying  to  make  life 
easier  for  experienced  cus- 


They  may  be  computers  to  you,  but  the  music  and  image 
capabilities  make  them  game  machines  for  your  kids. 
Whatever  you  call  them,  multimedia  computers  are  versatile 
performers.  Witness  this  sampling: 


Make/ 
Model 

Street 
price 

Features 

AST 

Advantage!  Adventure 
486DX2-66mt 

$2,699 

Integrated  electronics  allow  the 
PC  to  act  as  a  phone  voice-mail 
system  and  family  memo  center 

COMPAQ 

Presario  800 

$1,649 

Powered  by  an  Intel  486DX2, 
it  includes  a  CD-ROM,  sound 
card,  and  choice  of  business  or 
home  software 

DELL 

Dimension  450  SV 

$1,999 

Complete  multimedia  machine 
with  double-speed  CD-ROM, 
SoundBlaster  audio,  and  speakers 

GATEWAY  2000 

4DX2-66Family  PC 

$1,995 

With  an  Intel  486DX2-66  Mhz 
brain,  a  double-speed  CD-ROM 
drive,  and  choice  of  software,  it's 
a  great  value 

IBM 

PS/I  Model  57C 

$2,549 

Rapid  Resume  software 
automatically  returns  the  PC  to 
where  you  were  when  you 
turned  it  off 

PACKARD  BELL 

Legend  2052 

$2,199 

Navigator  software  makes  the 
Windows  operating  system  a 
breeze  even  for  beginners 

DATA:  BUSINESS  WEEK.  COMPANY  REPORTS 


tomers,  home -computer  buy 
ers  still  face  a  plethora  of  con- 
fusing choices.  The  most  fun- 
damental question  is  whether 
to  go  with  an  IBM-compatible 
machine  that  runs  Microsoft 
Windows  software  or  an  Ap 
pie  Macintosh.  Macs  (page 
162)  still  have  an  edge  in 
ease  of  setup  and  simplicity 
of  use,  but  because  of  the 
need  for  compatibility  with 
computers  used  in  the  office, 
the  availability  of  software,  or 
price,  the  overwhelming  ma 
jority  of  home  buyers  opt  for 
Windows  machines. 

Once  that  basic  choice  is 
made,  you  have  to  select  your 
microprocessor.  As  recently 
as  two  years  ago,  most  ma 
chines  sold  for  the  home 
came  equipped  with  Intel 
Corp.'s  now-discontinued 
80386  microprocessor.  But 
high-quality  sound  and 
graphics  demand  a  lot  from  a 
processor,  and  relatively 
speedy  chips  such  as  Intel's 
486DX2  have  become  the 
norm.  Such  a  machine  offers 
all  the  power  you'll  need  for 
everything  from  a  financial 
model  spreadsheet  to  a  hot 
game  such  as  Virgin  Interac 
tive  Entertainment's  The 
Seventh  Guest. 

You  won't  go  wrong  choos 
ing  a  multimedia  machine 
from  any  major  vendor.  IBM, 
AST,  Dell,  Compaq,  Packard 
Bell,  and  others  all  sell  units 
featuring  state-of-the-art  mi 
croprocessors,  extra-large  hard 
drives,  vast  amounts  of  ran- 
dom-access memory  (RAM), 
and  a  multimedia  setup  tha 
includes  a  CD-ROM  drive, 
sound  card,  and  speakers  (ta- 
ble). The  key  concern  for  the 
buyer  is  less  the  hardware  it- 
self than  the  software  that  is 
bundled  into  the  package 
and — most  important— the 
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r-sale  service  and  techni- 
support  that  the  manufac- 
:r  or  dealer  can  provide  to 
often-befuddled  home- 
lputer  buyer, 
or  example,  let's  look  at 
similarly  equipped  multi- 
Jia  PCs,  the  AST  Advan- 
i!  Adventure  486DX2- 
n  and  the  Gateway  2000 
X2-66  Family  PC.  Both 
lire  a  66-megahertz  Intel 
DX2,  a  fast  CD-ROM 
re,  8  megabytes  of  RAM, 
a  built-in  modem  that  al- 
s  transmission  of  both 
a  and  faxes  over  a  tele- 
ne  line.  The  Gateway  PC, 
eh  is  available  only 
>ugh  direct  order  from  its 
rth  Sioux  City  (S.  D.) 
it,  goes  for  $1,995,  where- 
the  AST  machine  costs 
d99  from  retail  outlets. 
:  AST  offers  a  bigger  hard 
re  and  a  better  monitor, 
most  of  the  difference  in 
e  lies  in  the  software  in- 
led  and  the  quality  of  cus- 
ler  service  and  technical 
port. 

l  addition  to  the  standard 
:rosoft  Windows  operating 
;em,  the  Gateway  Family 
offers  a  choice  of  software 
kages.  For  instance,  buy- 
can  choose  a  "productivity 
k,"  which  includes  the 
mlar  Microsoft  Works — a 
kage  that  combines  word 
cessing,  database,  and 
;adsheet  functions — and 
Election  of  700 
sic  works  on 
-RON 


called  World  Literary  Heri- 
tage. A  "learning  pack"  filled 
with  various  award-winning 
educational  programs  from 
the  Minnesota  Ed- 
ucation Computing 
Corp.  (MECC)  is 
also  available. 

The  AST  com- 
puter comes  with  a 
much  richer  collec- 
tion of  software: 
Microsoft  Works, 
Lotus  Organizer, 
Microsoft's  Encar- 
ta  multimedia  en- 
cyclopedia on  CD- 
ROM,  and  a 
financial  planner. 
What's  more,  AST 
ties  all  the  software 
together  with  AST 
Works,  which  sim- 
plifies Windows  by  assem- 
bling programs  and  files  into 
logical  on-screen  groupings 
such  as  "communications" 
and  "reference." 
With  hardware  becoming 


Modems  are 
must-haves,  but 
they're  going 
out  of  style 


more  and  more  of  a  commod- 
ity, other  computer  makers 
are  also  trying  to  differentiate 
their  products  through  custo- 
mized software. 
Packard  Bell's 
computers,  includ- 
ing the  Legend 
2052  Multimedia 
PC,  and  the  Presa- 
rio  800  PCs  from 
Compaq  Comput- 
er Corp.,  come 
with  programs  sim- 
ilar to  AST  Works. 
IBM  has  taken  a 
different  approach 
in  its  PS/1  line  of 
home  machines. 
Its  Rapid  Resume 
program  remem- 
bers that  you  were 
in  the  middle  of  a 
letter  to  Grandma  when  you 
last  shut  off  the  PC  and  puts 
you  back  there  the  next  time 
you  boot  up. 

The  manufacturer's  service 
policies — and  reputation — are 

AST  ADVANTAGE! 

Pricier  than 
similar  PCs, 
hut  comes 
with  a  rich 
software 
package 


CD-ROM  DRIVES 

The  key  to  multimedia — 
hut  if  you're  on  a  budget, 
you  can  add  one  later 

other  factors  to  consider.  The 
days  when  a  significant  num- 
ber of  machines  were  "dead 
on  arrival"  when  taken  out  of 
the  carton  are  mercifully  long 
gone,  but  things  can  and  do 
go  wrong.  Direct-mail  ven- 
dors can  offer  the  lowest  pric- 
es, but  a  few  hundred  dollars 
in  savings  could  turn  out  to 
be  no  bargain  if  you  have 
trouble  getting  help  when 
your  computer  doesn't  do 
what  you  want  it  to.  Gateway 
2000,  long  criticized  by  cus- 
tomers who  have  spent  what 
feels  like  hours  on  hold  on 
toll-free  customer-service 
lines,  is  adding  more  support 
personnel  and  24-hour  help 
lines.  But  explaining  your 
problem  to  a  technician  over 
the  phone  can  still  be  a  try- 
ing experience. 

IBM  has  come  up  with  a  so- 
lution that  it  calls  Online 
Housecall.  If  a  buyer's  PS/1 
is  equipped  with  a  modem, 
an  IBM  technician  can  call 
the  machine  and  remotely  di- 
agnose whatever  is  ailing  the 
computer.  Replacement  parts 
can  be  at  your  home  within 
48  hours  to  fix  the  problem. 
Or  you  can  bring  the  PC  to 
any  IBM  dealer  for  service. 
Gateway  2000  has  begun  of- 
fering a  similar  feature  called 
<  :o/Session  with  its  modem- 
equipped  PCs.  Most  mail-or- 
der vendors  provide  one-year 
on-site  service  through  na- 
tional third  parties  such  as 
Hewlett-Packard  Co. — al- 
though it  sometimes  can  be 
difficult  to  convince  a  cus- 
tomer-service agent  that  your 
machine  really  is  broken. 

For  nervous  first-time  buy- 
ers, nothing  beats  talking  to 
a  live  body.  So  it  might  be 
worth  the  extra  money  to 
purchase  a  system  from  a  lo- 
cal electronics  retailer  or  a 
specialized  computer  super- 
store outlet  such  as  Comp- 
USA. Not  only  do  you  get  to 
kick  the  tires  (and  fiddle  with 
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the  keyboard)  before  you 
plunk  clown  your  $2,500,  but 
you  also  get  to  discuss  your 
purchase  with  a  real  live  sales 
representative.  Many  com- 
puter stores  will  also  handle 
repairs  and  upgrades  on-site, 
sparing  you  from  figuring  out 
your  way  around  the  ma- 
chine's innards. 

You  should  not,  however, 
be  terrified  of  taking  off  the 
cover  and  getting  inside  the 
machine.  Memory  upgrades, 
for  example,  come  on  snap- 
in  circuit  boards,  and  most 
new  computers  will  automat- 
ically reconfigure  themselves 
to  use  the  new  RAM.  If 
you're  on  a  tight  budget,  you 
might  leave  multimedia  fea- 
tures out  of  your 
original  purchase 
and  later  add  an 
audio  board  and  a 
CD-ROM  drive. 
Multimedia  up- 
grade kits,  such  as 
Creative  Labs' 
$429  Discovery 
CI)  Id  and  Media 
Vision  Corp.'s 
$399  Family  De- 
luxe Multimedia 
kit,  include  a  so- 
called  double- 
speed  CD-ROM 
drive,  which  will 
spin  a  disk  twice 
as  fast  as  older 
CD-ROM  drives  to  pump  data 
off  the  CD  more  quickly.  And 
the  next  generation  of  CD- 
ROM  drives,  such  as  NKC 
Corp.'s  MultiSpin  3Xp,  will 
spin  the  CD  platter  at  three 
times  the  old  rate. 

Once  you've  selected  your 
PC,  your  next  major  choice  is 
a  printer.  Other  than  playing 
games,  the  most  important 
use  of  a  home  PC  for  many 
buyers  is  to  produce  written 
output,  from  business  letters 
to  school  assignments.  As  re- 
cently as  a  few  years  ago,  cost 
considerations  made  the  slow, 
noisy  dot-matrix  printer,  with 
its  jagged  characters,  the  only 
teal  choice  for  the  home.  But 
improved  technology,  compe- 
tition, and  the  economies  of 
scale  generated  by  a  mass 
market  have  brought  office- 


Buying  your 
first  P(! 
Nothing  beats  a 
real  live  dealer 


quality  printing  within  the 
reach  of  just  about  any  buyer. 

Laser  printers  are  clean  and 
quiet,  and  they  produce  crisp 
text  and  graphics  on  ordinary 
office  copier  paper.  Hewlett- 
Packard,  the  dominant  force 
in  office  printers,  has  two 
models  that  are  targeted  at 
the  home  user.  The  LaserJet 
4P  can  churn  out  four  pages 
of  text  per  minute  (graphics 
take  longer  on  all  printers), 
and  it  can  print  black-and- 
white  photos  with  near-pro- 
fessional quality.  The  Laser- 
Jet 4P  lists  at  $1,229  but  is 
widely  available  for  less  than 
$1,000.  Its  baby  brother,  the 
LaserJet  4L,  offers  somewhat 
grainier  printing  at  a  stteet 
price  of  around 
$700.  Lexmark  In- 
ternational's similar- 
ly priced  IBM  4037 
5E  prints  at  five 
pages  per  minute — 
speedy  for  this  class. 

Inkjet  printers, 
which  work  by 
spraying  microscop- 
ic dots  of  ink  onto 
paper,  offer  near-la- 
ser quality  at  lowet 
prices.  Early  inkjet 
units  required  spe- 
cial paper  to  keep 
the  ink  from 
"bleeding,"  and  the 
water-soluble  inks 
were  unsuitable  for  some 
purposes,  such  as  addressing 
envelopes.  Both  problems 
have  been  solved.  And  while 
their  output  is  slower  than  la- 
ser printers — three  pages  a 
minute  at  best — inkjets  can 
offer  more  flexibility:  Many 
units  can  ptint  in  color. 

Canon  Inc.,  which  devel 
oped  inkjet  technology,  has 
a  top-rated,  popular 
model  in  the  $399  BJ- 
200c.  Its  output  is  very 
close  to  laser  quality. 
The  $329  Texas  Instruments 
Inc.  microMarc  offers  slightly 
lower  resolution  at  a  bargain- 
basement  price. 

Don't  expect  magazine- 
quality  color  reproduction 
from  a  color  inkjet.  Tones 
tend  to  be  a  bit  murky,  and 
subtle  changes  in  shade  of- 


LIKE  THEM  APPLES? 


Do  you  take  adventure  vacations?  Do  you  be 
ungroomed  ski  trails,  watch  cult  movies,  wijr 
Birkenstocks,  or  prefer  pineapple  on  your  ■ 
za?  In  other  words,  do  you  like  to  stand  oik 
from  the  crowd?  If  so,  you  may  be  ready  tcji 
join  that  devoted  band  of  nonconformists:  Mac  owners. 

Apple  Computer's  Macintosh  computers  account  for  jus* 
1 0%  of  the  PCs  sold  around  the  world,  with  machines  usin| 
Intel-designed  processors  and  Microsoft  Windows  softwari* 
claiming  nearly  all  of  the  rest  But  the  Apple  numbers  holdfe 
year  in  and  year  out,  testimony  to  the  loyalty  of  Mac  custcfe> 
ers.  Mac  prices  are  down  now,  but  over  the  years  users  h|e 
paid  a  20%  to  40%  premium  over  an  IBM-compatible  equiv 
lent  Yet  they  say  it's  worth  it  to  get  Mac's  superior  ease 
use,  multimedia  capabilities,  and  seamless  ability  to  incorp* 
data  from  different  applications.  Says  John  Crow,  owner  c 
Memory  Bank  Computer  store  in  Virginia  Beach,  Va.:  "WI 
you've  got  an  IBM  sitting  next  to  a  Mac,  only  someone  wh 
has  tunnel  vision  would  buy  anything  but  a  Mac." 

That's  the  sentiment  of  a  Mac  aficionado.  But  reality  the 
days  is  a  tad  different.  Windows  software  has  closed  the 
of-use  gap.  And  when  the  new  version  of  Windows,  code 
named  "Chicago,"  comes  out  at  year's  end,  the  distinction 
shrink  further.  But  for  now,  there  are  differences  in  ease  c 
use  and  Mac's  emphasis  on  multimedia — the  mixing  of  vid 
voice,  and  data.  Most  Macs  are  multimedia-ready.  So  forge 
the  headaches  of  installing  a  sound  board  and  CD-ROM  dri 
All  this,  combined  with  new,  aggressive  prices  starting  at 
$  1 ,000,  make  Macs  a  good  bet 
some  buyers. 

The  excitement  in  the  Mac 
world  comes  from  Power  Mac 
On  Mar.  14,  Apple  assured  cu 
tomers  of  future  speed  and  pc 
with  a  new  line  based  on  the 
PowerPC  microprocessor.  Thi 
new  chip,  using  speedy  reduce 
instruction-set  computing  (RIS< 
technology,  is  the  product  of ; 

joint  venture  betw( 
Motorola,  IBM,  ar 
Apple. 
The  Power  Macs,  whic 
start  around  $  1 ,800,  are 

u  AfiUTAf u  mia  to  e'^'1t  times  faster  tnan  current 

MAUMUjH  PUO      Macintoshes  when  running  software  \ 

SYSTfM  ten  f°r  tne  new  cn'P-  Power  Macs  als 

Plug  the  laptop  run  existing  Mac  programs,  though  w 

into  a  docking  'ess  °f  a  speed  advantage.  And  buyer: 

station,  and  older  models  can  easily  upgrade  to  P 

it's  a  desktop  erPC  for         to  $2,000.  Says  Tim  B; 


(62  BUSINESS  WEEK/THE  INFORMATION  REVOLUTION  1994 


:ident  of  Creative  Strategies  Re- 
International:  "Apple  finally  has  a 
advantage." 

hose  who  remain  unconvinced, 
more.  In  the  past  year,  Apple 
en  the  risk  out  of  choosing  be- 
Mac  and  Windows  by  offering 
es  that  run  both.  The  Quadra 
)S  Compatible  handles  Windows 
ic  software  at  a  cost  of  $  1 ,600. 
wer  Macs  also  can  be  switch- 
SoftWindows  by  Insignia  Solu- 
lows  Windows  programs  to 
the  new  Macs.  SoftWindows 
br  $500,  but  it  comes  as 
the  package  on  the 
Mac  6100/60,  at 
&2.500;  the 
i,  at  $3,400; 
:  8I0O80,  at 

,  The  paradoxical  result  of  DOS  compatibility, 
jple  Chief  Executive  Michael  H.  Spindler,  is  for  Macin- 
i  "fit  in  and  stand  out" 

here  does  Mac  stand  out?  Apple  fans  say  its  strong  suit 
n  ease  of  use.  That  makes  Macs  an  obvious  pick  for 
first-time  buyers,  and  the  PC-intimidated.  But  Macs 
;o  appeal  to  those  who  try  to  squeeze  the  most  out  of 
day.  A  study  released  in  February  by  consulting  firm 
D.  Little  Inc.  concludes  that  Mac  users  finish  their  tasks 
less  time  than  Windows  users  and  are  50%  more  like- 
jmplete  their  tasks  correctly.  The  study  measured  the 
tivity  of  1 00  corporate  business  users  doing  24  corn- 
tasks,  such  as  editing  documents,  managing  files,  and 

7 

y 

reason  Mac  users  scored  better:  Mac  software  seems 
latural  to  use  than  Windows  programs,  and  some  tasks 
wer  steps  to  accomplish.  Says  analyst  Robert  Corpuz  of 
:  researcher  Dataquest  Inc.:  "Apple  is  targeted  to  any- 
ly  age.  You  put  the  mouse  in  the  hands  of  an  eight- 
d,  and  they  can  get  going." 

'hich  model  do  you  buy?  Do  you  go  for  the  older  ma- 
which  use  the  Motorola  68040  microprocessor?  Or  is 
;  time  to  grab  a  new  Power  Mac?  If  your  computing  is 
to  writing  and  basic  accounting,  you  don't  need  the 
Mac.  But  if  you're  a  speed  freak,  a  Power  Mac  may  be 
<et 

fact  is,  there  still  isn't  a  lot  of  Power  Mac-specific  soft- 
vailable  to  take  full  advantage  of  its  muscle.  The  Power 
re  chiefly  for  those  with  intensive  number-crunching 
finance  specialists,  scientists,  designers  and  architects, 
p  publishers,  and  video  producers.  When  more  Power 
>ftware  is  available — and  some  major  programs  should 
in  Power  Mac  versions  by  the  turn  of  the  year — the 
iachines'  appeal  could  broaden.  Over  the  next  two 
the  PowerPC  will  be  used  in  all  Macs, 
for  the  average  buyer  doing  typical  productivity  tasks — 


spreadsheets,  word  processing,  and  some  graph- 
ics— the  older  models  may  offer  more  bang  for  the 

buck.  The  Performa  400s,  at  $  1 ,000  to  $  1 ,600, 
!  are  good  tools  for  word  processing  and  budget- 
Ill  ing.  If  educational  software  is  big  in  your  home, 
consider  one  of  the  Performa  500s  with  a  CD- 
ROM  drive  for  the  cool  new  "edutainment"  ti- 
tles. The  cost  $1,700  to  $2,200.  The  Perfor- 
mas  are  supereasy  plug-and-play  models  that 
eliminate  the  fuss  of  connecting  monitors. 
Another  popular  consumer  model  for  those 
who  bring  work  home  from  the  office  is  the 

Quadra  6 1 0,  a  faster  machine  with  8 
megabytes  of  memory,  up  from  5  Mb 
in  the  Performa  575.  The  cost 
$  1 ,400  to  $  1 ,800.  Quadras  also  can 
be  easily  upgraded  to  a  Power  Mac.  A 
CD-ROM  can  be  added  for  multimedia 
titles,  but  most  experts  say  a  Quadra 
is  more  machine  than  you  need  if 
your  main  use  is  educational  pro- 
grams. Says  longtime  Apple  dealer 
Crow:  "That's  like  buying  a  Maserati 
to  take  the  kids  to  school." 

For  the  worker  on  the  go,  Apple 
has  come  up  with  new  reasons  to 
consider  a  PowerBook  laptop.  On 
May  1 6,  the  company  unveiled 
pumped-up  models  that  are  twice  as 
fast  as  the  older  PowerBooks.  The  new  500  series  Power- 
Books,  priced  from  $2,000  to  $5,400,  also  sport  design  chang- 
es: The  trackball  has  been  scrapped  in  favor  of  a  "trackpad" 
that  Apple  says,  gives  users  more  accurate  control  over 
movement  on  the  screen.  In  addition,  sturdier  plastics  are 
used  for  the  casing,  thus  the  screens  are  larger,  and  the  keys 
have  been  expanded  to  the  size  of  standard  desktop  keys. 
There's  a  small  price  to  pay  for  this:  The  new  units  are  a  frac- 
tion of  an  inch  bigger  and  a  few  ounces  heavier. 

Apple  also  has  souped-up  the  Power- 
Book  Duos — which  are  slimmer,  4- 
pound  versions  that  can  plug  into  a 
docking  station  to  become  desktop  ma- 
chines with  full-sized  monitors.  The 
new  Duo  280s,  priced  from  $2,500  to 
$4, 1 00,  are  faster  and  can  be  upgrad- 
ed to  a  PowerPC.  Not  sold  yet'       /f  'f'f{ffff£S/7; 

one  more  argument  "Power-  ^-j^ 
Book  is  not  just  a  portable  computer,  it's  a 
Macintosh,"  he  says.  "And  Macintosh  is 
better." 
Another  Mac  fanatic? 


POWER  MACINTOSH 
6100 

It's  a  speed  demon, 
but  you'll  need 
software  specially 
designed  for  its 
RISC  chip 


Michael  Mace,  Apple's  manager 
of  competitive  analysis,  offers 


it 


Just  so.  But 
when  was  the  last  time  you  heard  such 
ravings  from  a  PC  fanatic? 

By  Kathy  Rebello  in  San  Francisco 


POWERBOOK  $40 

The  new  models 
are  sturdier  and 
twice  as  fast  as 
the  old  ones 
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\t  Toshiba,  we  see  a  new  kind  of  tomorrow. 
3ne  where  restrictive  corporate  borders  are 
sformed  into  paths  of  shared  innovation, 
world-class  companies  work  together  for 
benefit  of  all. 


256Mb  DRAM 


It  will  accelerate  the  innovations  of  our 
next  century  —  many  not  even  imagined 
yet  —  by  years. 

Enable  applications  like  interactive 
television,  multimedia,  mobile  computing 


\  vision  that's  evident  in  our  recent  partnership  with      and  voice  recognition  to  become  commonplace. 


I  and  Siemens. 

3y  forming  an  international  alliance  with  these  two 
istry  leaders,  we're  pushing  technology  to  places 
?r  before  deemed  practical,  or  even  possible. 


Drastically  reduce  the  size  of  computers,  Personal 
Digital  Assistants  and  communications  devices. 

And  establish  an  important,  standardized  techno- 
logical springboard  for  future  generations  of  highly 


together,  we're  developing  an  advanced  generation       dense  chips. 


yTiamic  RAM  —  a  256  megabit  DRAM  chip. 

3y  pioneering  0.25  micron  technology,  electronic 


re,  we  had  to  tear  down  some  old  walls 


iways  1/1600  the  width  of  a  human  hair  are  being 


Remarkable,  yes. 

But  no  less  than  you'd  expect  from  a  company  with 

one  of  the  industry's 
strongest  R&D  and 
patent  records. 
For  more  information  on  how  Toshiba  technology 


1  to  pack  256  million  bits  of  information  —  enough  to      will  play  a  part  in  your  future,  please  call  1-800-879-4963. 


25,000  pages  of  text  —  onto  a  fingernail- sized  chip. 


Because  at  Toshiba,  we're  working  on  a  world 


fhe  result  will  push  the  capacity  of  semiconductors  by      without  borders.  Cooperation  through  coalition.  And 


r  16  times.  But  that's  only  the  beginning. 


innovation  beyond  expectation. 


In  Touch  with  Tomorrow 

TOSHIBA 

TOSHIBA  AMERICA  ELECTRONIC  COMPONENTS,  INC. 


Toshiba  America  Electronic  Components.  Inc. 


GRP-93-110 
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ten  show  up  as  distinct  bands 
on  the  page.  But  color  can 
greatly  enhance  the  readabil- 
ity of  graphs  in  a  school  pa- 
per and  can  add  a  dramatic 
touch  to  anything  vou  print. 
The  HP  DeskJet  500C,  with 
a  $719  list  price,  offers  a  low- 
cost  entry  to  the  world  of  col- 
or printing. 

No  home  computer  is  real- 
ly complete  anymore  without 
a  modem,  the  device  that  al- 
lows your  PC  to  communicate 
over  phone  lines.  The  Infor- 
mation Superhighway  is  still  a 
long  way  from  being  built, 
but  there  are  extensive  on- 
line services  available  that 
give  a  taste  of  things  to  come 
(page  180). 

There's  not  a  tremendous 
amount  of  difference  among 
the  modems  that  are  avail- 
able for  home  use.  Nearly  all 
of  the  devices  are  built 
around  chips  from  either 
Motorola  Inc.  or  Rockwell 
International  Corp.  and  have 
very  similar  specifications. 
They  have  also  been  stan- 
dardized to  the  point  where 
any  modem  should  be  able 
to  talk  to  any  other.  And,  as 
has  generally  been  the  case 
for  electronic  equipment,  mo- 
dems have  grown  cheaper 
even  as  they  have  become 
more  powerful.  Most  can 
now  transfer  data  at  a  zippy 
14,400  bits  per  second  (bps), 
allowing  the  transfer  of  a 
page  of  double-spaced  text  in 
about  one  second.  Many  mo- 
dems can  also  send  and  re- 
ceive faxes. 

In  looking  for  a  modem, 
shoppers  should  consider  sev  - 
eral major  factors.  Vou  can 
buy  either  an  internal  mo- 
dem, which  fits  into  a  slot  in- 
side your  PC,  or  an  external 
unit,  connected  by  a  cable. 
Internal  modems  run  $10  to 
$20  cheaper  and  don't  take 
up  any  room  on  your  desk. 
But  a  series  of  status  lights 
on  an  external  modem  can 
often  make  it  much  easier  to 
diagnose  communications 
problems. 

In  choosing  a  modem,  fast- 
er is  generally  better.  While 
2,400  bps  modems  are  avail- 


able for  as  little  as  $60,  you 
probably  should  go  for  a 
14,400  bps  unit  that  confonns 
to  an  international  standard 
known  as  v.32.  Newer  stan- 
dards, called  v.fast  and  v.32 
Terbo,  are  emerging  and 
promise  even  faster  data- 
transfer  rates.  But  until  a  sin- 
gle, higher-speed  standard 
comes  along,  these  units  are 
probably  not  worth  the  extra 
cost  for  most  users.  Further- 
more, it's  not  clear  that  the 
existing  telephone  network 
can  handle  data  much 
faster  than  14,400  bps 
over  ordinary  dial-up 
lines.  And  even  if  you 
see  no  current  need  for 
fax  capability,  it's  prob- 


ably  a  good  thing  to  get, 
since  it  generally  adds  no 
more  than  $10  or  so  to  the 
cost  of  the  modem.' Taking 
full  advantage  of  the  fax  ca- 
pacity may  cost  a  bit  more. 
Although  most  modem  mak- 
ers throw  in  fax  software,  it 
often  isn't  very  good.  You'll 
probably  want  to  add  a  Win- 
dows fax  program  such  as 
Delrina  Technology  Inc.'s  $89 
WinFax. 

There  are  plenty  of  good 
modem  choices  on  the  mar- 

(ANON  BUBBLE  JET 

The  popular  ink  jet 
printer's  output  is 
close  to  laser  quality 


Canon 


if 


PRINTER  PUZZLE:  INKJET  OR  LASER? 


Inkjet  printers  offer  high-quality  results  at  modest  cost. 
Some  also  offer  color  printing.  But  they  are  slow.  Personal 
laser  printers  provide  even  sharper  output  at  higher  speed, 
but  at  somewhat  higher  cost.  Some  top-rated  models  for 
home  systems: 


INKJETS 

Manufacturer/Model  List 

price 

Features 

CANON  Bj-200e 

$399 

Strong  performer, 
low  price 

HEWLETT-PACKARD  Deskjet  500C 

$719 

Low-cost  color 

TEXAS  INSTRUMENTS  microharc 

$329 

Top  value 

LASERS 

HEWLETT-PACKARD  LaserJet  4L 

$849 

Rugged  bargain 
performer 

HEWLETT-PACKARD  LaserJet  4P 

$1,229 

600-dot-per-inch 
resolution 

LEXMARK  IBM  40375E 

$799 

Low-price 
contender 

DATA:  NATIONAL  SOFTWARE  TESTING  LABORATORIES/McGRAW-HILL  INC..  BUSINESS  WEEK 


ket.  One  of  the  better-rated 
modems  is  the  Practical  Pe- 
ripherals PM14400FXMT, 
which  is  available  for  $179. 
Other  good  choices  include 
the  U.  S.  Robotics  Sportster, 
which  costs  $150,  and 
the  $210  Hayes  Accura 
144+Faxl44. 

It's  a  good  thing  modems 
have  gotten  cheap,  because 
the  device  as  we  know  it  may 
soon  become  obsolete.  Man- 
ufacturers are  beginning  to 
turn  out  versatile  circuit 
boards  utilizing  so-called  dig- 
ital-signal-processing (DSP) 
chips  that  allow  them  to  per- 
form the  functions  of  a  mo- 
dem, an  audio  card,  and  even 
an  answering  machine.  A  DSP 
modem  has  the  capability  to 
be  upgraded  to  whatever  new 
standards  or  functions  come 
along  just  by  supplying  it 
with  new  software. 

Best  Data  Products  Inc. 
will  soon  release  its  Advanced 
Communication  Enhance- 
ment (ACE)  board  using  tech- 
nology developed  by  IBM.  In 
addition  to  functioning  as  a 
multistandard  fax  modem, 
the  $300  ACE  board  will  also 
give  home-computer  owners 
business-class  voice  mail  that 
will  allow  them  to  establish  a 
separate  mailbox  for  each 
member  of  the  family.  Cur- 
rently, only  a  few  PCs — such 
as  the  Compaq  Presario  and 
the  AST  Advantage! — offer 
such  capability,  using  older 
technology.  But  DSP  will 
bring  much  more  than 
telecommunications.  For  ex- 
ample, the  ACE  board  also 
functions  as  a  SoundBlaster 
— compatible  sound  card  for 
multimedia  presentations. 
And  as  other  modem  makers 
follow  suit,  the  competition 
will  drive  down  the  price  of 
DSP  boards. 

The  rapid  technological 
change  that  has  turned  home 
computers  from  expensive 
toys  to  affordable  workhors- 
es in  a  few  short  years  is 
bound  to  continue.  Next 
year,  you'll  be  able  to  buy 
even  more  for  even  less.  But 
just  think  of  all  you're  miss- 
ing in  the  meantime.  □ 
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Ultimate  productivity  is  when 
everyone  works  hand  in  hand. 


When  the  right  hand  doesn't  know  what  the  left  hand  is  doing, 
performance  falls  off;  productivity  suffers.  FORMTEK  provides  electronic 
information  solutions  that  link  data,  people  and  tasks  from  all  disciplines, 
so  that  every  department,  from  Design  &  Engineering  to  Finance  & 
Administration,  has  universal  access  to  information  when  and  where  it's 
needed.  It's  called  Enterprise-wide  Information  Management. 

We  can  make  any  enterprise  more  efficient,  more  competitive,  by 
analyzing  existing  processes  and  implementing  changes.  It's  all  about  re- 
engineering  outdated  business  practices.  FORMTEK  is  a  leader  in  this 
emerging  discipline  because  our  powerful  products  and  systems 
integration  expertise  are  unsurpassed.  If  you're  serious  about  improving 
productivity,  let  FORMTEK  lend  a  hand. 

For  a  free  video  describing  our  solutions,  call  1  -800-FORMTEK. 


Special  Advertising  Section 


SMART  BUSINESS  STRATEGY  #3 

IOWA'S  BRAINPOWERED  PRODUCTIVITY 


or  ld-renowned, 
Iowa-based  manufacturers, 
such  as  Pella  Corporation 
and  Hon  Industries,  hank 
on  America's  best-educated 
work  torce  for  producing 
premium-quality  products. 
They  know  today  more 
than  ever  that  Iowa's 
bright,  productive  workers 
make  it  the  smart  state  for 
business. 

Iowans'  drive  for 
excellence  in  education 
transfers  to  the  workplace 
with  job-ready  employees 
who  take  pride  in  their 


IOWA  BRAINPOWER  PAYS  DIVIDENDS 


$5.31  RETURN  FOR  EVERY  DOLLAR 
INVESTED  IN  WAGES 


work.  For  69  years,  Pella  has 
recognized  Iowa  as  a  place  where 
that  pride  shows  in  the  quality 
craftsmanship  that  goes  into  its 
windows  and  doors. 

This  is  the  Iowa  advantage  that 
gives  Hon  Industries,  a  leading 
manufacturer  of  commercial 
furniture  and  Heatilator"  fireplaces, 
its  competitive  edge.  Hon  credits 
the  intelligence,  positive  attitudes 
and  diligent  work  habits  of  its 
Iowa  employees  for  the  company's 
ability  to  continually  outperform 


its  competition. 

Iowa  brainpi  >\vc  r  pays 
additional  dividends  in 
productivity.  Iowa's  time- 
honored  work  ethic 
produces  job-ready 
employees  who  are 
motivated  to  work.  The 
aptitude  and  attitude  of 
Iowa  workers  push 
productivity  10  percent 
higher  than  the  national 
average,  giving  Iowa 
manufacturers  a  profitable 
$5.31  return  for  every  dollar 
invested  in  wages. 

Iowa  employers  also 
benefit  from  one  of  the 
nation's  lowest  turnover  levels 
and  absenteeism  rates  that  average 
less  than  1  percent.  Pella 
consistently  reports  nearly  half  of 
their  employees  never  miss  a  day 
of  work. 

If  y< >ur  c< impany  is 
considering  an  expansion,  make 
the  smart  move  to  Iowa.  For  your 
copy  of  the  Executive  Planner  For 
Doing  Business  In  Iowa,  call 
Bob  Henningsen  at  the  Iowa 
Department  of  Economic 
Development:  1 -800-245-I0WA. 


The  - 
mart  move: 

IOWA 


'uality  companies,  including 
Sheaffer  Pen,  Rockwell  International 
and  Deere  &  Company,  know  the 
nation's  leader  in  education  is 
the  smart  state  for  business. 
America's  best-educated  work  force 
tops  their  list  of  smart  reasons  for 
doing  business  in  Iowa. 

For  two  decades,  Iowa  students 
have  led  the  nation  in  ACT  and  SAT 
college  entrance  exam  scores.  And  that 
scores  high  with  business  in  better  job 
performance  and  lower  training  costs. 

The  drive  that  pushes  Iowa's 
graduation  rate  23  percent  above 
the  national  average  pays  off  in 
productivity  equal  to  four  extra  weeks 
of  output  per  Iowa  worker  per  year. 

As  CEO  Michael  Johnstone  says 
of  Sheaffer's  Iowa  center  for  world- 
wide operations,  "The  quality  and 
craftsmanship  are  in  Iowa.  Those 
are  priceless  advantages." 

If  your  company  is  considering  an 
expansion,  make  the  smart  move  to 
Iowa.  For  your  copy  of  the  Executive 
Planner  For  Doing  Business  In  Iowa, 
call  Bob  Henningsen  at  the 
Iowa  Department  of  Economic 
Development:  1-800-245 -IOWA. 

IIOWA 

I  I  IE  SMART  STATE 
FOR  BUSINESS 
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SURVIVING  ON  THE  ROAD 


TRAVELIN'  LIGHT 


A  new  generation 
of  notebooks, 
subnotebooks, 
and  palmtops  is 
quicker,  more 
versatile,  and 
easier  on  the 
eyes.  And  they 
weigh  in  at  less 
than  10  pounds — 
sometimes 
way  less 

BY   EDWARD   C.  BAIG 


IBM  THINKPAD  HOC 

Superb  sound,  excellent 
video  capabilities — and 
it  runs  about  $3,700 


P<  irtable 
computers 
have  long 
been  objects  of  de- 
sire for  gadget  lovers. 
Remember  the  mid- 
80s,      when  you 
thought  that  20-pound 
monster  your  high-tech 
colleague  lugged 
around  was  really  cool? 
More  recently,  there  was 
that  moment  at  40,000 
feet  when  you  put  dow  n 
the  in-flight  magazine  and 
fixed  your  envious  gaze  on 
a  sharp-looking  gizmo  the 
person  in  14C  was  pecking 
away  on.  "  That  machine's 
about  half  the  size  of  my  lap- 
top," you  muttered.  "Bet  it 
weighs  much  less,  too.  Prob- 
ably packs  two  to  three  times 
the  computing  wallop.  And 
it's  in  color." 

Mobile  computing  still 
gives  folks  reason  to  drool. 
The  liquid-crystal  displays 
(LCDs)  on  today's  mono- 
chrome notebooks  are  far 
brighter  and  easier  on  the  eye 
than  the  low-contrast  gray 
versions  of  yesteryear.  Their 
color  counterparts — which  are 
nudging  the  monochrome 
species  toward  extinction — 
boast  bright  tones  that  rival 
anything  you  might  see  on  a 
desktop.  Many  people  are 
even  choosing  a  color  note- 
book as  their  primary  home 
computer:  You  don't  have  to 
carve  out  much  space  for  one, 
it  goes  on  the  road,  and  if  you 
want  a  bigger  display  it's  eas- 
ily connected  to  full-size  col- 
or monitors. 

It  seems  that  the  more  lap- 
top computers  shrink,  the 
more  they  offer.  ( lolor  is  even 
turning  up  in  the  hot  new 
subnotebooks.  These  dimin- 
utive machines  are  a  cross  be- 
tween conventional  notebook 


\ 
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s  and  souped-up  electron- 
organizers.  But  despite 
;ir  shrunken  appearance, 
;y  are  full-fledged  comput- 
,  powered  by  Intel  486  mi- 
processors.  Most  subnote- 
oks  weigh  in  at  about  5 
unds,  a  couple  of  pounds 
s — and  a  couple  of  inches 
ialler — than  conventional 
tebooks.  Prices  are  falling 
well:  Earlier  this  year, 
mpaq  Computer  Corp.  un- 
ished  the  Contura  Aero 
!5,  a  sleek  3M-pound  sub- 
tebook  at  a  street  price  of 
,399  and  up  for  mono- 
ome,  $2,199  and  higher  for 
or. 

f  even  the  Aero  is  too 
fry  for  you,  consider  a  tiny 
Imtop  such  as  the  11- 
nce,  $549  Hewlett-Packard 
MOOLX.  You  won't  be  able 

touch-type  on  the  tiny 
yboard  or  handle  complex 
phics  on  the  petite  screen, 
t  it's  a  real  IBM-compatible 
nputer,  though  it  can't  run 
crosoft  Windows. 
\nyone  considering  a  port- 
le  PC  must  wade  through 
iny  trade-offs.  For  instance, 
ubnotebook  may  be  easi- 
to  cart  around  than  a  regu- 

notebook,  but  a  writer 
ght  have  trouble  getting 
ed  to  its  somewhat 
mped  keyboard.  A  market- 
might  want  a  color  ma- 
ine  to  spice  up  presenta- 
ns,  and  color  screens  make 
nuch  more  pleasant  to  use 
ndows.  But  color  portables 

( UlTRALITE  VERSA  H( 

ving  color,  big  keys,  and 
hree-year  warranty 


ACTIVE-MATRIX  DISPLAY  Newer  technology  provides 
brilliant  color  displays  that  rival  desktop  monitors.  But 
the  design  carries  a  high  price,  both  in  dollars  and 
shorter  battery  life. 

PASSIVE-MATRIX  DISPLAY  This  older  technology  has 
improved  considerably,  but  the  screens  can  appear 
washed-out,  especially  when  viewed  from  an  angle. 
Fairly  inexpensive  and  easy  on  batteries. 

NOTEBOOK  COMPUTER  Typically  weighs  6  to  10 
pounds  with  key  accessories,  fitting  a  screen  up  to 
1 2"  diagonal  into  a  package  about  9"  x  1 2"  and  about 
2"  thick. 

SUBNOTEBOOK  Weighs  4  to  6  pounds  with 
accessories  in  a  package  trimmed  down  to  about  7"  x 
10"  x  I V".  But  the  slim  package  means  a  smaller 
display  and  a  cramped  keyboard. 

PALMTOP  Full-fledged  computer  little  bigger  than  a 
calculator.  But  tiny  screen,  miniature  keyboard,  and 
lack  of  storage  limit  usefulness. 


are  a  tad  heavier  and  cost  a 
good  deal  more  than  mono- 
chrome versions — and  they'll 
drain  a  battery  roughly  40% 
faster. 

Even  when  evaluating  lap- 
tops within  a  class,  consumers 
may  have  to  weigh  the  vari- 
ous machines'  features.  You 
might,  for  example,  be  satis- 
fied with  the  crisp  appear- 
ance of  the  characters  on  one 
display  but  find  the  machine 
so  heavy  you'd  almost  swear 
it  was  a  desktop  computer 
with  a  handle  attached. 

When  evaluating  the  heft 
of  any  machine,  don't  forget 
to  factor  in  the  accessories 
you'll  need.  An  AC  adapt- 
er/battery charger  is  a  must. 
And  no  road  warrior  will  set 
forth    without  a 


spare  battery,  which  weighs 
about  a  pound.  Compaq's 
new  LTE  Elite  series  ($3,299 
to  $6,499)  helps  out  by  build- 
ing the  AC  adapter  into  the 
unit.  With  subnotebooks, 
you'll  also  have  to  add  the 
weight  of  an  external  floppy 
drive  if  you  want  to  use  disks 
to  transfer  data. 

A  screen  test  is 
especially  impor- 
tant if  you're  pur- 
chasing a  color  ma- 
chine. Computers 
with  "active-ma- 
trix" LCD  screens 
have  the  best-look- 
ing displays.  Ac- 
tive-matrix tech- 
nology uses  a 
separate  transistor 
to  power  each 
screen  dot,  or 
pixel.  The  re- 
sult is  a  clear 
display  that 
doesn't  have 
the  washed  out  look  of 
many  passive-matrix 
screens.  The  display  looks 
good  even  at  wide  viewing 
angles,  and  high  "refresh" 
rates  avoid  the  common  lap- 
top problem  of  the  cursor  dis- 
appearing temporarily  when 
you  move  the  mouse. 
But  the  technology  is  ex- 


Jazzy  color 

can  really 

eat  up 

battery  life 

pensive,  fetching  $3,500  and 
up,  though  prices  are  starting 
to  drop.  Atsutoshi  Nishida, 
the  president  of  Toshiba 
America  Information  Systems 
Inc.,  says  active-matrix  units 
are  unlikely  ro  reach  the 
$2,000  level,  where  many 
buyers  jump  in,  for  about  a 
year  and  a  half. 

Passive-matrix  screens  can 
be  harder  on  the  eyes.  They 
are  also  prone  to  streaky  dis- 
plays. But  they  cost  about 
$2,000  less  than  their  active- 
matrix  brethren.  Newly  im- 
proved dual-scan  technolo- 
gy— the  top  and  bottom 
halves  of  the  display  are 
scanned  independently  for  a 
cleaner,  brighter  appear- 
ance— may  provide  a  smart 
compromise  for  the  bargain- 
minded.  The  machines  are 
priced  about  $1,200  below  ac- 
tive-matrix models. 

Buyers  face  other  trade- 
offs. You  may  like  a  compact 
unit's  light  weight  but  find  its 
keys  packed  together  so 
tightly  that  even  a  dexterous 
Katharine  Gibbs  School  grad- 
uate would  complain.  Then 
there's  the  feel  of  the  key- 
board— are  the  keys  too  firm 
or  too  mushy?  And 
try  out  any  built-in 
or  snap-on  track- 
balls or  other 
pointing  devices 
that  handle  the 
chores  of  a  mouse. 
IBM's  popular 
ThinkPads  include 
the  crafty  Track- 
Point  II  pointing 
device  that  resem- 
bles a  pencil  eras- 
er. Nudging  it 
around  the  G,  H, 
and  B  keys,  when 
you  press  the 
TrackPoint  harder, 
the  cursor  moves 
he  "click"  buttons 
are  situated  below  the  space 
bar,  convenient  for  both  right- 
handers and  southpaws. 

Laptop  buyers  should 
make  sure  they  get  enough 
random-access  memory  to 
handle  their  workloads,  since 
adding  RAM  is  both  more  ex- 
pensive and  harder  ro  insrall 


taster. 
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than  it  is  in  desktop  ma- 
chines. And  make  sure  a  ca- 
pacious hard  drive  is  on 
board,  because  here,  too,  it's 
difficult  to  upgrade  later.  Ex- 
pansion is  another  consider- 
ation. Most  new  portables 
provide  at  least  one  PCMCIA 
slot,  into  which  yon  can  plug 
credit-card-size  modems, 
memory  cards,  network 
adapters,  or  other  add-ons. 
Some  machines  also  allow 
you  to  connect  to  a  desktop 
"docking  station"  that  allow  s 
you  to  add  more  easily  a  CD- 
ROM  drive,  an  extra  hard 
drive,  and  other  expansion 
devices. 

Security  can  be  a  worry. 
Experts  say  thieves  who  steal 
laptops  are  often  after  the 
data  inside,  not  the  machine. 
Some  units  come  with  re- 
movable hard  disks,  which  let 
you  use  separate  drives  for 
different  people  or  tasks — 
and  keep  any  particularly 
sensitive  data  locked  up. 

Multimedia  is  no  longer  ex- 
clusively the  province  of  the 
desktop.  The  ThinkPads  and 
the  T4800CT  color  note- 
books from  Toshiba  ($0,409), 
for  example,  boast  superb 
sound  and  video  capabilities. 
What's  more,  IBM  has  just  in- 
troduced  its  ThinkPad  360C, 
an  active-matrix  color  ma- 
chine costing  about  $3,700, 
down  roughly  $1,700  from 
the  new  top-of-the-line 
ThinkPad  755C.  (To  help  re- 
duce the  price,  IBM  shaved  2 
inches  off  the  755's  10.4-inch- 
diagonal  screen. ) 

Guidance  on  additional 
models  comes  from  National 
Software  Testing  Labora- 
tories/McGraw- 
Hill  Inc. 
(NSTL),  which 
tested  machines 
running  Intel  or 
Cyrix  4-SO-class 
processors.  The 
subnotebooks  all 
w  eighed  less  than  7 
pounds,  including 
external  floppy 
drive,  battery  packs, 
and   AC  adapters. 
Regular  notebooks 
were     under  10 


COMPAQ 
(MORA  AERO 

Looks  like  a 

subnotel  k. 

performs  like 
a  full-rig<ie< 
PC, and 
starts  at 
$1,399 


how- 
not 
time 


HPI00LX-2MB 

Forget  touch- 
typing — but  the 
IBM-compatible 
weighs  1 1  ounces 
and  costs  $549 


pounds  with  bat- 
tery and  adapter. 
Many  of  the  latest 
hot  models, 
ever,  were 
available  in 
for  NSTL's  tests. 

Although  the 
price  differential 
between  mono- 
chrome and  color 
machines  is  shrink- 
ing, the  best  deals 
still  await  those 
who  can  live  w  ith- 
out a  color  display. 
Monochrome  note- 
books tested  by 
NSTL  average 
about  $400  less  than  similarly 
configured  color  versions. 
The  relativ  ely  unknown  Mit- 
suba  Ninja  II/DX2-66  and 
Micro- International's  HPC 
Performance  Series  6500M, 
which  shared  NSTL's 
top  rating  among 
monochrome  ma- 
chines, boast  strong 
backlit  LCD  dis- 
plays and  can 
handle  hard 
drives  of  up  to 
340  megabytes. 
Digital  Equip- 
ment Corp.'s 
DECpc  425SE  em- 
ploys a  slower  mi- 
croprocessor than 
do  the  Ninja  and 
Micro-Internation- 


al portables,  but  it 
offers  terrific  bat- 
tery life — the  best 
among  the  25- 
Megahertz  ma- 
chines that  were 
tested.  On  a  stan- 
dard nickel-metal 
hydride  battery, 
the  machine  ran 
for  just  over  four 
hours,  some  two 
hours  longer  than 
either  the  Micro- 
International  or 
Ninja. 

Indeed,  poor  bat- 
tery life  has  been 
the  bane  of  the 
laptop  user.  But  here's  some 
juicy  news:  Longer-lasting 
nickel-metal  hydride  batter- 
ies are  replacing  nickel-cad- 
mium units.  A  good  choice  in 
the  long-life  category  might 
be  Toshiba's  T1900C,  a 
$2,400  color  unit  that  claims 
five  hours  of  use  on  a  charge. 
Not  enough?  Toshiba  says 
the  lithium-ion  batteries  used 
in  its  Portege  line  offer  75% 
longer  battery  life  than  a 
NiCad  and  about  50%  more 
than  nickel-metal  hydride. 

The  active-matrix  color 
screens  on  N'KC  Corp.'s 
UltraLite  Versa  33C  and 
Sharp  Corp.'s  PC-8650  scored 
best  among  the  color  note- 
books tested  by  NSTL.  Al- 
though battery  life  was  just 


so-so,  their  displays  delivered 
brilliant,  fully  saturated  col- 
ors and  deep  contrasts.  The 
testers  praised  Versa 's  well- 
spaced  keyboard,  and  users 
can  attach  a  mouse  to  either 
side  of  the  keyboard.  When 
connected  to  an  external 
monitor,  the  Versa  can  display 
up  to  256  colors. 

Subnotebooks  are  the  port- 
able units  most  likely  to  trig- 
ger computer  envy.  But  put- 
ting these  machines  on  a 
crash  diet  came  at  a  cost: 
Most  subnotebooks  lack  an 
internal  floppy  drive,  and 
some  of  them  have  been  sad- 
dled with  poor  battery  life  or 
shrunken  keyboards.  NSTL 
gave  strong  recommendations 
to  the  Zenith  Z-Lite  425SL 
Model  170VV,  the  Altima 
Traveler,  and  the  Packard 
Bell  Diplomat. 

The  subnotebook  most 
people  are  lusting  after  these 
days  is  the  Portege 
T3400CT  It  manages  a  near- 
ly full-size  keyboard,  a  bril- 


TOSHIBA  SATELLITE  T1900C 

Its  nickel-metal  hydride 
batteries  give  five 
hours  on  a  single  charge 


liant  active-matrix  color 
screen,  and  more  than  four 
hours  off  a  single  charge 
Portege's  AccuPoint  pointing 
device  is  similar  to  the 
ThinkPad's  eraser  head;  the 
"click"  and  "drag"  buttons 
resemble  those  on  Apple 
Computer  Inc.'s  PowerBooks. 
Alas,  with  a  price  of  $3,999— 
$2,599  for  a  monochrome  ver- 
sion— Portege's  compact  size 
isn't  matched  by  a  svelte 
price.  Of  course,  if  you  take 
the  machine  on  an  airplane 
chances  are  those  jealous 
eyes  will  be  on  you.  C 
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*50  SAYS 

YOU  DON'T 
SHOW  UPAT 
YOUR  NEXT 
MEETING. 

Introducing  a  5-Sfte,  45-Minute,  50-Dollar  Teleconference 
From  GTE's  Conference  Connections" Service: 

Once  you  see  how  easy  and  economical  GTE's  teleconferencing  is,  we  bet  you'll  want  to  try  it. 
Our  45-minute,  50-dollar  package  will  give  you  a  digitally  clear  connection  with  five  sites  anywhere 
in  the  world.  If  you  need  more  time  or  sites,  just  ask.  Your  rate  will  still  be  50%  to  60%  lower  than  what's 
offered  by  many  other  commercial  services.  And  you  don't  even  have  to  be  a  GTE  customer. 

To  discover  how  simple  it  is  to  arrange  a  teleconference,  just  call  1-  800-  GTE- 9999  (ext.  31 ) 
and  we'll  fax  or  mail  you  all  the  details.  Or  if  you'd  like,  we  could  set  up  one  right  then.  With  GTE's 
Conference  Connections  service,  you'll  start  making  fewer  meetings.  And  more  teleconferences. 

*S49.50  is  die  price  for  a  five-site,  forry-rroc-miniite  unassisted  Conference  (Elections  call.  Conference  participants  are  responsible  for  their  own  short-  and  long-distance  charges. 

1-800-GTE-9999  ext.  31 

Conference  Connections  is  a  registered  service  mark  of  GTE  Service  Corporation. 


SB 

It's  amazing  what  we  can  do  together. 


lechnology  continues  to  change  the  way  we  do  business  and  conduct  our  lives.  That  is  why 
BUSINESS  WEEK  is  introducing  the  Technology  Guide,  a  directory  of  technology  marketers 

that  readers  can  contact  to  help  gain  the  competitive  edge. 

For  fast  response,  call  the  phone  numbers  within  each  advertisement  or 
mail  in  the  reader  response  card  provided  for  your  convenience. 

Advertisers  who  want  more  information  about  this  new  direct  response  opportunity 

should  contact  BUSINESS  WEEK  at  (212)  512-3598. 


Link  Technologies,  Inc. 

Link  Technologies  Smart  Terminals  Using  PCMCIA 

LINK  Technologies  the  world's  largest  dedicated 
manufacturer  of  computer  terminals,  offers  the 
industry's  most  complete  line  of  general  purpose 
alphanumeric  terminals  as  well  as  graphics,  color, 
AlphaWindowing  and  X-Terminals. 

The  MAX/it™  line  (Modular,  Adaptable,  Expandable, 
Intelligent  Terminal)  is  the  first  alphanumeric  video  dis- 
play terminal  to  use  PCMCIA  flash  memory  card  tech- 
nology. This  new  class  of  terminals  was  developed  from 
the  ground  up  by  LINK  and  features  the  unique 
Options/OPEN™  design  innovation  giving  users  the  flexi- 
bility to  customize,  update  and  expand  terminal  func- 
tions. With  the  flexibility  of 
PCMCIA,  MAX/it™  can  be 
customized  to  support 
expanded  memory  LAN  plug- 
in  connectivity  with  TCP/IP 
protocol,  modems,  bar  code 
readers,  and  communica- 
tion protocol  connectors  for 
proprietary  networks. 


AST  Computer 

Learn  more  about  AST 

As  the  computer  business  gets  tougher  and 
tougher,  one  company  has  emerged  as  a  new 
leader  in  the  field.  A  company  that  is  not  at  all 
daunted  by  change,  but  accustomed  to  it.  A  com- 
pany that  prides  itself  on  delivering  value  and  cus- 
tomer satisfaction.  That  company  is  AST. 

Why  is  the  world  "discovering"  AST?  Well,  it  could 
be  because  we  continue  to  be  the  first  to  offer  use- 
ful technology  and  features  you  don't  normally  find 
on  any  other  computer.  Or  it  could  be  due  to  the 
fact  that  no  one  offers  a  wider  range  of  portable 
PCs.  Or  because  we  pay  attention  to  our  customers 
a  little  bit  more  closely  than  anyone  else,  and  pro- 
vide worldwide  support  whenever  and  wherever 
they  need  it. 

If  you  would  like  to  learn 
more  about  AST  products, 
call  us  at  1-800-876-4AST'. 


Thank  you  for  your  interest.  COMPUTER 


Special  Advertising  Section 


Microsoft 
Solution  Providers 

When  you  need  The  Solution  for  your 
computer  system  call  the  experts. 

To  get  expert  consulting,  integration,  develop- 
ment, training,  technical  support  or  other  services 
with  Microsoft©  products,  contact  a  Microsoft 
Solution  Provider.  By  implementing  a  business 
solution  for  your  company,  Microsoft  Solution 
Providers  help  you  take  advantage  of  micro-com- 
puter technology  for  graphical  and  client-server 
applications.  Microsoft  Solution  Providers  are 
independent  organizations  equipped  by  Microsoft 
with  information,  business  development  assis- 
tance and  tools  to  help  create  additional  value  with 
Microsoft-based  technology. 

To  locate  a  Microsoft  Solution  Provider  in  your 
area,  or  for  more  information  on  this  program,  call 
(800)  SOL-PROV,  Dept.  J6S  in  the  U.S.  Call  (800) 
563-9048  in  Canada.  ^ 

©  1994  Microsoft  Corporation  All  Rights  flflVlUvv/l 

reserved.  Microsoft  is  a  registered  trade- 
mark of  the  Microsoft  Corporation 


SOLUTION  PROVIDER 


Intel  ProShare™ 
Personal  Conferencing 

Introducing  Intel  ProShare™  Personal  Conferencing 
—  a  family  of  communications  products  that  lets  you 
work  interactively  with  others.  By  adding  the  power 
of  your  PC  to  one-on-one  communications,  you  can 
share  ideas  effectively  no  matter  where  you  are. 

With  ProShare  products,  two  people  simultaneously 
view,  edit  and  annotate  any  Windows  document,  even 
share  applications.  Add  video  conferencing  capabili- 
ties, and  use  your  full  powers  of  expression  to  get 
your  point  across.  The  ProShare  family  includes  a 
range  of  features  to  meet  your  needs  and  budget. 

For  details  or  a  FREE  fully-featured,  60-day  Time- 
Out  Version  of  ProShare  software,  call  Intel  at 
1-800-538-3373,  ext.  181. 


Microsoft  Mail 


The  world's  leading  selling  LAN-based  electronic 
mail,  Microsoft  Mail  empowers  your  organization  to 
be  more  productive  and  responsive  to  customer 
needs,  giving  you  a  competitive  edge.  With  intuitive 
interfaces  on  Windows,  Macintosh,  MS-DOS,  and 
OS/2,  Microsoft  Mail  allows  you  to  promptly  dis- 
seminate information,  such  as  memos,  sales 
graphs,  or  video  clips,  throughout  your  entire  enter- 
prise, even  when  you're  on  the  road.  Microsoft 
Schedule+  enables  you  to  instantly  find  meeting 
times  for  your  team  and 
request  meetings  elec- 
tronically, saving  time 
and  effort.  And  with  mail- 
based  electronic  forms, 
Microsoft  Mail  allows 
you  to  automate  routine 
business  processes,  cre- 
ating a  new  level  of  orga- 
nizational efficiency. 

Call  1-800-871-3271  dept.  EAK 


Microsoft 


Intel  ProShare 


Where  High-Tech 
Decision-Makers  Come  to 
Make  Their  Decisions 

Every  week  6.5  million  readers  turn  to  Business 
Week  for  technology  information  and  guidance. 
Don't  miss  your  opportunity  to  get  involved.  The 
Business  Week  Technology  Guide  is  a  new  direct 
response  advertising  opportunity  for  technology 
marketers.  Simply  supply  us  with  your  promotional 
literature  and  logo;  we'll  create  the  ad  for  you  at 
a  special  rate. 

The  Technology  Guide  will  be  featured  in  issues 
containing  the  following  special  editorial  reports: 

Computer  Hardware  —  July  4 
Telecommunications — September  26 
Personal  Technology — October  17 
Small  Business  Technology — November  21 
(Ad  close  is  6  weeks  prior  to  issue  date.) 

Call  (212)  512-3598  for  rates 
and  ad  specifications. 


THE  TRAVELING  EXECUTIVE 


GOING 

PUCES 


Sure,  there's  an 
array  of  gizmos 
that  can  keep 
you  tethered  to 
the  office.  But 
wait— the  next 
generation  will  be 
faster,  friendlier, 
and  cheaper 

BY   MARK  LEWYN 


Travel  used  to  mean 
being  out  of  touch. 
You  could  grab  a  pay 
phone  to  reach  the  office  be- 
tween flights  or  appoint- 
ments, but  for  those  long 
hours  in  the  air  or  driving  in 
your  car,  you  might  as  well 
have  been  on  the  moon. 

Being  in  constant  contact 
can  be  a  mixed  blessing,  but 
an  array  of  new  technologies 
has  made  the  impossible 
commonplace.  The  cellular 
phone,  barely  10  years  old, 
has  become  ubiquitous — and 
new  systems  could  soon 
bring  higher  quality  at  lower 
prices  (page  178). 

Cellular-service  companies 
have  adopted  Gillette  Co.'s 
approach  to  markets:  Give 


away  the  razors  and  live  off 
the  blades.  You  can  buy  a  car 
phone  for  as  little  as  $50,  and 
even  Motorola  Inc.'s  popular 
Micro TAC  pocket  phone  is 
available  for  under  $200. 
There's  a  catch,  of  course: 
Cellular  operators  heavily 
subsidize  the  sale  of  the 
phones,  and  to  get  the  bar- 
gain price,  you  have  to  agree 
to  buy  up  to  a  years  service. 

A  baffling  variety  of  service 
options  is  available.  In  most 
areas,  you'll  have  a  choice  be- 
tween two  carriers,  each  of- 
fering different  combinations 
of  monthly  charges,  free  air- 
time,  and  per-minute  usage 
charges.  For  example,  Con- 
tel  Cellular  Co.  in  Bakers- 
field,  Calif.,  offers  a  basic  plan 
for  $19.95  a  month.  The  first 
five  minutes  of  airtime  are 
free,  with  each  additional 
minute  going  for  95<£.  An- 
other option  provides  100 
minutes  for  $62.95  a  month. 
Additional  minutes  cost  33<f 
during  business  hours  and 
19<f  off-peak. 

Traveling  execs  who 
want  to  receive  as  well 
as  make  calls  often  carry 
both  a  pager  and  a  phone. 
Answering  a  phone  that  rings 
in  your  briefcase  or  purse  can 
be  awkward;  it's  much  easier 
to  have  callers  page  you,  then 
phone  them  back.  National 
paging  services  such  as  Sky- 
Tel  Corp.  can  reach  you 
wherever  you  are. 

As  with  cellular  phones, 
paging  prices  vary  according 
to  what  you  want.  For  exam- 
ple, BellSouth  Corp.'s  Mo- 
bileComm  will  rent  you  a 


PERSONAL  DIGITAL  ASSISTANT 

Tiny  new  wireless  modems 
shoidd  make  PDAs  truly 
pocket-size  communicators 


PRINTER 


Travelers  who 
can  t  live 
without  words 
on  paper  can  get 
a  three-pound 
printer  small 
enough  to  slip 
into  a  briefcase 
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■■■■     CfllULAR  PHONE 


The  phones  are 
cheap,  hut  there 
is  a  hewildering 
variety  of  service 
options,  with 
numerous 
comhinations  of 
charges  and  free 
airtime 


BEEPER 


With  a  national  paging 
service,  executives  can 
receive  calls  no  matter 
where  they  are  in  the 
country 


IAPT0P  COMPUTER 

Though  heavier 
than  a  PDA,  a 
laptop  allows 
you  to  take  your 
whole  office  with 
you — and  some 
top-of-the-line 
models  can 
even  handle 
multimedia 


beeper  for  $36  a  month, 
which  includes  200  messag- 
es from  anywhere  in  the 
country. 

The  newest  and  smallest 
computers  can  give  your  data 
the  same  portability  that  cel- 
lular service  has  given  voice 
communications.  Palmtops 
and  the  combination  of  note- 
pad, Rolodex,  and  fax  ma- 
chine known  as  a  personal 
digital  assistant  let  you  fit 
your  desktop  into  your  pock- 
et. But  communicating  with 
the  outside  world  still  re- 
quires a  phone  line.  Special- 
ized radio  modems  are  avail- 
able, but  current  models  from 
Motorola  and  Intel  Corp.  cost 
$600  (plus  about 
$80  a  month  for 
service).  And  at  a 
bulky  pound  or 
more,  they  are 
heavier  than  most 
palmtops. 

Relief  is  on  the 
way.  A  new  gener- 
ation of  wireless 
modems,  small 
enough  to  fit  in  a 
pocket  and  weigh- 
ing little  more  than 
a  couple  of  AA  bat- 
teries, will  come  on 
the  market  later 
this  year  from  Mo- 
torola and  others. 
These  modems  could  help 
the  new  breed  of  PDAs  that 
includes  Apple  Computer 
Inc.'s  Newton  MessagePad — 
computers  small  enough  to 
slip  into  a  (large)  pocket — 
reach  their  mobile-communi- 
cations potential. 

PDAs  are  still  in  their  infan- 
cy, and  the  industry  has  yet 
to  figure  out  what  form  they 
will  finally  take.  The  New- 
ton's leading  feature  is  its 
ability  to  translate  handwrit- 
ing into  computer  text — 
though  most  users  find  the 
slow,  inaccurate  process  frus- 
trating. AT&T's  attempt  to 
build  a  PDA  around  a  cellu- 
lar phone,  called  Eo,  bombed 
in  the  marketplace.  A  simi- 
lar device,  the  Simon,  created 
through  a  BellSouth-IBM 
joint  venture  and  originally 
due  in  April,  has  been  sent 


Increasing 
competition 
will  bring  new 
breakthroughs 


back  to  the  drawing  board. 

The  market  may  get  some 
definition  this  summer,  when 
Motorola  introduces  its 
$1,500  PDA,  which  includes 
built-in  data,  fax,  and  radio 
modems  in  a  Impound  pack- 
age. Motorola  eschewed 
handwriting  recognition  in  fa- 
vor of  an  on-screen  keyboard, 
which  you  use  by  tapping 
"keys"  with  a  penlike  stylus. 
The  Envoy  is  generating  big 
excitement,  thanks  to  Gen- 
eral Alagic  Inc.'s  Magic  Cap 
operating  system  and  the 
Telescript  communications 
program.  These  programs,  to- 
gether with  new  services, 
such  as  AT&T's  PersonaEink, 
will  send  electron- 
ic "agents"  out 
onto  data  networks 
to  collect  custo- 
mized information 
for  you.  For  exam- 
ple, you  could  set 
up  a  program  that 
would  beam  se- 
lected stock  quotes 
to  your  PDA  by  ra- 
dio e-mail  each 
afternoon. 

If  you  still  rely 
on  the  printed 
word,  these  new 
communicators  can 
even  team  with  an 
ultralight  inkjet 
printer  to  become  a  com- 
pletely portable  fax  machine. 
For  example,  Eastman  Ko- 
dak Co.  s  $219  Oiconix  218si 
weighs  just  3k>  pounds  and  is 
small  enough  to  slip  into  a 
briefcase. 

This  new  world  of  commu- 
nications is  no  longer  earth- 
bound.  Airplane  phones, 
though  widely  used  since  the 
mid-1980s,  are  severely  lim- 
ited: They  can't  receive  calls, 
and  quality  is  erratic.  But 
new  digital  systems  are  im- 
proving matters.  Soon  you'll 
be  able  to  exchange  e-mail 
aloft  by  plugging  a  laptop  or 
PDA  into  a  digital  phone  jack 
at  your  seat. 

The  most  obvious  differ- 
ence in  the  new  systems  will 
be  sound  quality,  but  digital 
service  will  open  new  hori- 
zons. Sometime  this  year, 
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GTE  Airfone,  In-Flight 
Phone,  and  McCaw  Cellular's 
Claircom  Communications  all 
plan  to  offer  ground-to-air 
calling.  You  let  the  network 
know  where  you  are  by  run- 
ning a  credit  card  through  a 
swipe  reader  when  you  board 
the  aircraft.  Then  any  incom- 
ing calls  will  be  directed  to 
vour  seat. 


Some  new  services  are  al- 
ready available.  Airfone  be- 
gan  putting  fax  machines  on 
planes  in  March.  In-FIight, 
which  serves  USAir  and 
America  West  Airlines, 
among  others,  offers  a  seat- 
back  display  terminal  that 
you  can  use  to  type  out  a 
message  and  fax  it  to  the 
ground  for  $3.  The  In-Flight 


screens  offer  stock  quotes  for 
75</-  apiece  and  games  for  $3. 

Prices  are  dropping,  too. 
Claircom  plans  price  cuts  of 
25%  to  30%  over  the  next 
year.  Call  either  of  two  fre- 
quently used  numbers  that 
you  register  with  Airfone,  and 
the  toll  drops  from  a  $2.50 
setup  charge  and  $2.50  per 
minute  to  $1  .S8  for  each.  In- 


Flight  offers  a  flat  $2-per 
minute  rate. 

Whether  in  the  air  or  on 
the  ground,  staying  in  touch 
is  easier  than  ever,  thanks  to 
breakthroughs  in  wireless 
communications.  Now,  in- 
creasing competition  wil 
make  these  communications 
not  only  simpler  but  much 
cheaper. 


WELCOME  TO  THE  WIRELESS  WAR 


Bill  Adler  Jr.  likes  to  stay  in  touch.  When  the 
37-year-old  publishing  agent  is  away  from  his 
Washington  (D.C.)  home,  a  cellular  phone  is 
always  hanging  from  his  belt.  Once,  he 
closed  a  book  deal  while  watching  his  baby 
daughter  at  a  playground.  "It  lets  me  have  my  office  any- 
where I  happen  to  be,"  he  says. 

But  as  popular  as  cellular  phones  have  become — with 
everyone  from  parents  driving  carpools  to  high-powered 
executives — limited  capacity,  high  prices,  and  often  poor 
sound  quality  have  restrained  the  growth  of  the  current 
analog  phone  system.  New  competition,  though,  could 
bring  relief. 

The  first  challenge  to  con- 
ventional cellular  may  come 
from  Nextel  Communica- 
tions Inc.  in  Rutherford,  N.J. 
Nextel  gained  a  foothold  in 
the  business  by  buying  up 
specialized  mobile  radio  li- 
censes intended  to  be  used 
to  dispatch  taxicabs,  then 
winning  government  approv- 
al to  use  the  frequencies  for 
mobile-phone  service. 

The  first  Nextel  system 
went  on  the  air  earlier  this 
year  in  Los  Angeles,  helping 
to  relieve  the  city's  chroni- 
cally congested  circuits.  Nex- 
tel's  all-digital  system  should 
provide  improved  quaiir/. 


CELLULAR  SYSTEMS  DEMYSTIFIED 


ANALOG  CELLULAR  The  most  widely  available 
system,  with  coverage  everywhere  but  the  most 
remote  areas.  Phones  are  cheap,  but  service  is 
relatively  expensive,  and  transmission  quality  is  erratic. 

DIGITAL  CELLULAR  The  planned  replacement  for 
analog  technology,  digital  will  greatly  improve  both  the 
capacity  and  quality  of  transmission.  Initially,  phones 
may  cost  more  than  analog  models — and  it  may  take 
some  time  for  service  to  become  widely  available. 

PERSONAL  COMMUNICATION  SYSTEMS  A 

new  variety  of  cellular  service,  operating  on  newly 
assigned  frequencies.  Promises  high  capacity,  good 
quality,  and,  potentially,  low  cost.  But  construction  of 
systems  won't  even  begin  until  the  government 
auctions  off  licenses  this  summer 


ready  prodding  cellular  giants  such  as  McCaw  Cellular 
Communications  Inc. — the  nation's  largest  cellular  opera- 
tor— to  convert  to  digital  service.  Many  McCaw  systems 
have  already  been  outfitted  with  digital  equipment,  but  cus- 
tomers must  buy  new  phones  capable  of  handling  both  an- 
alog and  digital  transmissions.  Such  units,  which  ultimately 
will  be  supplanted  by  purely  digital  sets,  are  just  hitting  the 
market  The  price  of  dual-mode  units  starts  at  the  high  end 
for  conventional  cellular  phones,  $200  to  $300. 

Nextel  is  not  the  only  new  combatant  in  the  wireless 
wars.  Later  this  year,  the  Federal  Communications  Com- 
mission will  auction  off  licenses  for  another  new  type  of 

  wireless  communication 

known  as  personal  commu- 
nications service.  Technical 
advances  will  allow  PCS  to 
cram  a  lot  of  capacity  into 
its  slice  of  the  radio  spec- 
trum. PCS  companies,  such 
as  American  Personal 
Communications  in  Wash- 
ington, D.C,  hope  that  big 
capacity  will  mean  a  large 
customer  base — and  that 
high  volume  will  let  them 
underprice  regular  cellular. 

For  the  time  being,  con- 
ventional analog  cellular  is 
the  only  real  choice  in 
most  markets,  though  that 
will  change  quickly.  Digital 
service  will  require  you  to 


The  cost  of  Nextel's  phones      auctions  on  licenses  tnis  summer.  buy  a  new  phone.  Fortu- 


and  service  is  comparable  to 
conventional  cellular.  A 
monthly  fee  of  $45  buys  25>  > 
minutes  of  airtime  over 
three  months.  Each  addition- 
al minute  is  4lc\ 
Such  competition  is  al- 


SPECIALIZED  MOBILE  RADIO  Another  form  of 
digital  communication,  SMR  can  combine  paging  with 
voice  service.  Currently  available  only  in  limited 
markets,  planned  major  investments  by  such  big 
players  as  MCI  could  make  SMR  a  force. 


nately,  though,  the  instru- 
ments have  gotten  so  inex- 
pensive that  upgrading 
shouldn't  be  much  of  a  fi- 
nancial burden. 

By  Mark  Lewyn  in 
Washington 
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io  Bell  is  looking  for  more  techno-stars  to  join  our 
acclaimed  Information  Technology  Group.  ITG  is 

ily  sophisticated  and  strategic  "business  within  a 
iss"  whose  mission  is  to  enable  Taco  Bell  to 
ge  both  existing  and  emerging  technologies  to 
m  business  performance, 
today's  fast-paced  global  environment,  information 
)logy  and  business  acumen  are  key  ingredients  in 
cipe  for  success.  ITG  is  built  upon  a  specialized 
base,  and  we  require  talented  and  ambitious 
3  who  will  welcome  both  the  challenges  and 


Timely,  accurate  information." 


rewards  of  Taco  Bell's  renowned  entrepreneurial  culture. 

Taco  Bell  is  one  of  the  most  innovative  and  rapidly 
growing  companies  in  American  business,  and  one  of  the 
most  progressive  divisions  of  the  worldwide  PepsiCo 
family.  Our  strategic  vision  is  to  create  and  dominate  the 
convenient  food  industry. 

If  you  speak  our  language — if  you're  interested  in 
state-of-the-art  technology  as  a  powerful  supporter  of 
business  objectives — you'll  find  we  have  a  great  deal 
to  offer. 

Send  us  your  resume  today. 


"Competitive  edge." 


TACO 

TACO  BELL  CORPORATION 
Corporate  Staffing  Deportment 
Maildrop  208  (ITG-MK) 
1 7901  Von  Korman 
Irvine,  CA  92714 
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YOU  NAME  IT.  THEY  GOT  IT 


Stock  quotes, 
weather  reports, 
Dead  Sea  Scrolls — 
on-line  services 
are  bottomless 
pits  of  data.  But 
each  has  quirks 
and  foibles.  Then 
there's  that 
enticing,  baffling 
Internet . . . 

BY   STEPHEN  H. 
WILDSTROM 


At  the  dawn  of  the 
computer  age,  de- 
signers had  visions 
of  the  new  machines  revolu- 
tionizing communications.  By 
the  late  1970s,  this  hope  had 
become  a  reality  for  academ- 
ics after  government  funding 
helped  tie  campus  computer 
centers  into  a  giant  network. 
But  it  has  taken  15  years  of 
the  PC  era  for  computer  com- 
munications to  reach  the 
point  where  it's  both  inex- 
pensive and  easy  for  every- 
one to  get  on-line.  And  the 
growth  of  a  mass  market  has 
set  off  an  explosion  in  the 
services  you  can  tap  with  the 
dial  of  a  modem. 

The  variety  of  information 
and  services  awaiting  your 
call  is  breathtaking.  You  can 
pick  up  a  stock  quote,  order 
an  airline  ticket,  check  the 
weather  in  London,  or  read 
reviews  of  new  cars.  You  can 
peruse  the  catalogs  of  the 
world's    leading  libraries, 


check  out  previously  top- 
secret  documents  from  the 
archives  of  the  former  Soviet 
Union,  look  at  the  Dead  Sea 
Scrolls,  or  download  racy 
pictures. 

But  perhaps  the  greatest 
appeal  of  on-line  services  to 


make  it  easy  to  get  on-line  by 
offering  starter  kits,  available 
at  computer  shops  and  book- 
stores, that  package  commu- 
nications software  with  an 
initial  service  credit.  The 
popular  services  have  much 
in  common,  all  offering  the 


COMPUSERVE  Read  the  road 

map— it's  a  time-saver, 
and  time  is  expensive 

many  users  is  the  ability  to 
converse  with  interesting 
strangers — and  to  get  expert 
advice  on  an  immense  varie- 
ty of  subjects.  While  the  idea 
of  epistolary  friendships  via 
computer  may  seem  odd  at 
first,  the  exchanges  quickly 
become  addictive. 

Once  you  have  a  comput- 
er and  a  modem,  the  easiest 
path  into  cyberspace  is  with 
one  of  the  big  three  on-line 
services:  CompuServe,  Prod- 
igy, or  America  Online.  All 


same  basic  capabilities.  For 
example,  each  provides  elec- 
tronic mail.  Each  lets  you 
book  a  plane  trip.  Each  offers 
news,  weather,  stock  prices, 
and  sports.  There's  an  ency- 
clopedia and  other  reference 
works  on-line.  And  all  pro- 
vide bulletin  boards  where 
users  can  chat  about  a  vast  ar- 
ray of  topics. 

But  each  also  has  its  own 
personality,  strengths  and 
weaknesses,  and  pricing: 

CompuServe  Inc.  is  the 
oldest  and  most  comprehend 
sive  of  the  three.  So  broad) 
are  its  offerings  that  Compu-j 


AMERICA  ONliNE  i,s  per- 

formance  has  improved, 
hut  financial  offering 
remain  sketchy 
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rve  offers  a  poster-size  road 
ip  to  help  users  navigate 
;ir  way  through  the  many 
:ources  available.  It's  also 
:  most  expensive,  so  a 
□d  guide  can  help  you 
}id  running  up  the  meter 
lile  looking  for  that  inter- 
:ing  tidbit  you  know  is 
tund  somewhere, 
^ike  other  major  services, 
impuServe  offers  AMR 
irp.'s  Eaasy  Sabre  reserva- 
n  system  for  checking 
ites  and  prices  and  pur- 
asing  tickets.  But  only 
impuServe  also  provides  (at 
ditional  cost,  of  course)  the 
avyweight  reservation  and 
oking  services  of  the  Offi- 
.1  Airline  Guide,  the  one 
it  travel  agents  use.  Corn- 
Serve  also  offers  by  far  the 
>st  comprehensive  financial 
iources  of  the  popular  ser- 
:es  (page  186). 
3robably  CompuServe's 
)st  impressive  feature  is 
mputer  support.  Dozens  of 
ftware  and  hardware  ven- 
rs,  from  Dell  Computer 
>rp.  and  Microsoft  Corp.  to 
>m-and-pop  software  hous- 
offer  technical  support  on 
>mpuServe  "forums." 
jestions  posted  on  forums 
nerally  get  a  knowledge- 


MOSAIC  It  makes  the 

Internet  a  little  less 
scary — and  it's  free 

able  answer  within  a  day  or 
two — companies  vary  in  how 
quickly  they  respond.  If  you 
don't  need  an  answer  imme- 
diately, posting  a  question  on 
CompuServe  beats  spending 
an  hour  on  hold  waiting  for 
tech  support  to  come  on  the 
phone.  Often  the  solution  to 
a  problem  may  involve  down- 
loading a  fix  to  the  software, 
also  available  from  Compu- 
Serve. Watch  out,  though: 
Time  you  spend  in  forums, 
including  downloads,  is  sub- 
ject to  a  $9.60  per  hour  sur- 
charge, and  the  cost  can  build 
quickly. 

In  its  earlier  days,  Compu- 
Serve had  a  well-earned  rep- 
utation for  being  difficult  to 
use.  Recent  interfaces,  how- 
ever, have  made  finding  what 
you  are  looking  for  relatively 
easy.  The  CompuServe  In- 
formation Manager  for  Win- 
dows (WinCIM)  is  slick.  The 
company  has  also  responded 
to  complaints  that  it  charged 
too  much  by  cutting  its  effec- 
tive prices  by  about  40%.  It 
also  offers  a  program,  called 
Navigator,  that  allows  you  to 
download  messages  and  re- 


ply to  them  off-line,  trimming 
hourly  charges. 

Four  years  after  its  launch 
as  a  joint  venture  of  Sears, 
Roebuck  &  Co.  and  IBM, 
Prodigy  Services  remains 
something  of  an  enigma.  The 
service  shows  its  roots  as  a 
combination  information 
source  and  home- 
shopping  tool.  Cer- 
tainly Prodigy's 
most  distinctive — 
and  distracting — 
feature  is  the  box 
at  the  bottom  of 
the  screen  that  fea- 
tures commercials, 
usually  for  prod- 
ucts related  to 
whatever  you  hap- 
pen to  be  reading. 

Prodigy  is  also 
the  service  most 
heavily  committed 
to  on-screen  graph- 
ics— a  mixed  bless- 
ing. Its  screens  are 
lively  and  colorful,  but  much 
of  that  graphic  information 
has  to  be  transmitted  over 
relatively  slow  telephone 
lines.  The  result:  Prodigy  can 
be  very  sluggish.  And  the 
photos  and  other  illustrations 
that  the  service  offers  can 
take  painfully  long  to  appear 
on  your  screen — and  are  dis- 


L_  


The  three 
major  services 
offer  starter 
kits  for  tyros 


appointingly  grainy  once  they 
get  there. 

While  its  topical  discussion 
groups,  or  "bulletin  boards," 
are  not  as  broad  as  Compu- 
Serve's, there's  still  a  lot  to 
choose  from.  The  biggest 
shortcoming  is  that  far  fewer 
hardware  and  software  com- 
panies offer  sup- 
port on  Prodigy. 
And  there's  the 
bluenose  factor:  In 
its  early  days,  Prod- 
igy developed  a 
nasty  reputation 
among  users  for 
censoring  messag- 
es that  did  not 
meet  its  strict  post- 
ing guidelines.  Re- 
cently, however,  it 
has  relaxed  the 
rules. 

Even  experi- 
enced Windows 
users  are  likely  to 
find  Prodigy's 
interface  confusing.  Its  pro- 
grammers apparently  decid- 
ed to  make  the  Windows  ver- 
sion as  familiar  as  possible  to 
users  of  the  DOS  rendition. 
Unfortunately,  the  result  vi- 
olates many  of  the  conven- 
tions that  Windows  users 
have  come  to  expect,  making 
navigation  more  difficult  than 


PRODIGY**  service  -  MISSING  CHILDREN 
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PRODIGY  SERVICES  Terrific 
graphics,  but  they  come  at 
a  price:  Transmission 
time  can  he  slow,  and  the 
pictures  are  grainy 
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necessary.  For  example,  "but- 
tons" to  select  various  func- 
tions are  located  at  the  bot- 
tom of  the  screen  rather  than 
on  top,  as  is  the  usual  Win- 
dows practice.  And  Prodigy 
substitutes  its  own  icons  for 
the  more  familiar  Windows 
images. 

Still,  whatever  its  shortcom- 
ings, Prodigy  offers  a  relative- 
ly low-cost  route  to  on-line 
computing. 

America  Online  Inc.  (AOL) 
is  the  upstart  in  the  field.  In 
the  past  year  or  so,  as  on-line 
services  moved  from  toys-for- 
nerds  to  a  mass  phenomenon, 
an  aggressive  campaign 
helped  generate  explosive 
growth  for  AOL.  Unfortunate- 
ly, the  service  had  trouble 
keeping  up  with  all  the  new 
users,  prompting  wags  to 
nickname  it  "America  On 
Hold."  It  has  been  expand- 
ing the  capacity  of  its  net- 
work to  deal  with  the  de- 
mand, but  in  many  cities,  the 
service  offers  a  maximum 
speed  of  2,400  bits  per  sec- 
ond (bps);  CompuServe  and 
Prodigy  have  long  since  up- 
graded to  9,600  and  14,400 
bps  modems. 

AOL  sports  a  slick  interface, 
but  its  services  are  a  quirky 
collection.  In  some  areas, 
such  as  the  adaptive  use  of 
computers  by  people  with 
disabilities,  it  provides  con- 
siderable depth.  In  others, 
such  as  business  and  finan- 
cial information,  the  offerings 
are  thin.  Its  "rooms,"  which 
offer  live  chats  with  other  us- 
ers, are  a  novelty  that  may 
wear  thin  very  quickly;  an  on- 
line cocktail  party  can  easily 
be  as  boring  as  the  real  thing. 
A  number  of  periodicals 
make  samples  of  their  publi- 
cations available  on-line,  but 
the  issues  aren't  always  cur- 
rent. Still,  despite  these  flaws, 
AOL  offers  some  specialized 
services  and  provides  a  low- 
priced  entry  to  cyberspace. 

Beyond  the  relative  calm  of 
these  commercial  services 
lurks  the  chaos  of  the  Inter- 
net. Unlike  such  centralized 
operations  as  CompuServe, 
this  prototype  Information 


THE  BIG  THREE 


Service 


Telephone  number 
Full-Service  Cost 


AMERICA  ONLINE  Poten- 
tially the  cheapest  entree  to  the 
on-line  world,  including  limited 
access  to  the  Internet.  The  user  in- 
terface is  slick,  but  the  contents 
seem  a  bit  thin. 


800  827-6364 

$9.95  PER  MONTH, 
$3.50  PER  HOUR 
AFTER  FIRST  5 
HOURS 


PRODIGY  A  midlevel  offering. 
Provides  the  best  home-shopping 
opportunities,  but  is  also  the  only 
service  carrying  commercials.  Ex- 
perienced Windows  users  will  find 
the  Windows  version  confusing. 


800  776-3449 

$29.95  PER  MONTH, 
$3.60  PER  HOUR 
AFTER  FIRST  25 
HOURS 


COMPUSERVE  The  grand- 
daddy  of  on-line  services,  Compu- 
Serve provides  the  broadest  range 
of  offerings.  Support  from  comput- 
er and  software  makers  in 
particular  is  outstanding.  But  users 
can  easily  run  up  big  bills. 


800  848-8199 

$8.95  PER  MONTH. 
$9.60  PER  HOUR 
FOR  "EXTENDED" 
SERVICES 


Superhighway  is  an  anarchic- 
network  of  thousands  of  com- 
puters around  the  world.  The 
resources  available  on  the 
Net  are  vast,  mostly  uncata- 
loged,  and  ever-changing. 
Finding  the  information 
you're  seeking  can  be  in- 
tensely frustrating.  But  like- 
ly as  not,  you'll  stumble  on 
an  unsuspected  treasure  trove 
of  data  along  the  way. 

Beyond  the  limited  access 
offered  by  services  such  as 
AOL,  there  are  a 
number  of  ways  to 
plunge  into  the 
Internet.  The  dif- 
fuse network  has  a 
peculiar  pricing 
structure.  Business- 
es with  direct  con- 
nections to  the 
Net — either  for 
their  own  use  or 
for  resale — pay  a 
major  network  sup- 
plier such  as  Ad- 
vanced Networks 
&  Services  Inc. 
based  on  the 
"bandwidth,"  or 
speed,  of  their  link. 


vv! 

Plunging  into 
the  Internet 
takes  patience 
and  courage 


The  cost  does  not  vary  with 
actual  usage. 

The  easiest  way  to  get 
started  on  the  Internet  may 
be  to  hitch  a  ride  on  your 
company's  connection.  Many 
corporate  networks  are  linked 
to  the  Net,  but  these  connec- 
tions aren't  always  advertised, 
so  check.  If  that  option  isn't 
available,  you  can  get  dial-up 
access  to  the  Net  from  local 
"service  providers,"  such  as 
Digital  Express  Group  in 
Greenbelt,  Md. 
(301  220-2020)  or 
Netcom  Online 
Services  in  San 
Jose,  Calif.  (800 
501-8649).  As  little 
as  $20  a  month  can 
get  you  started 
prowling  the  data 
highway. 

Internet  offerings 
fall  into  three  basic 
categories.  E-mail 
can  put  you  in 
touch  with  millions 
of  people  around 
the  world,  includ- 
ing subscribers  to 
commercial  elec- 


tronic-mail systems  such  as 
MCImail  or  CompuServe.  E- 
mail  service  also  includes  ac- 
cess— generally  free — to  hun- 
dreds of  "mailing  lists,"  a 
kind  of  electronic  newsletter. 

Usenet  newsgroups  are  the 
Internet's  version  of  bulletin 
boards.  At  last  count,  there 
were  about  5,000  of  them 
covering  just  about  every 
topic  imaginable,  from 
sci.math.research  (reports  and 
inquiries  on  academic  mathe- 
matical research)  to  alt.binar- 
ies. pictures. erotica  (enough 
said).  Unlike  commercial  on- 
line services,  no  one  watches 
over  the  content  of  these 
groups,  so  be  prepared  for  the 
silly,  the  irrelevant,  and  occa- 
sionally the  offensive. 

The  least-known  but  po- 
tentially most  useful  aspect 
of  the  Net  is  the  vast  variety 
of  information  that  univer- 
sities, government  agencies, 
and  companies  have  made 
available  to  the  world.  Offer- 
ings range  from  a  collection 
of  White  House  papers  at  the 
University  of  North  Carolina 
to  a  cornucopia  of  free  or 
cheap  software  at  Indiana 
University. 

Until  recently,  availing 
yourself  of  any  of  these  re- 
sources required  first  findingl 
out  where  they  were.  Andl 
once  you  learned,  for  in-l 
stance,  that  there  is  a  vastl 
storehouse  of  economic  datal 
at  the  University  of  Michi 
gan,  you  had  to  remembe 
that  its  network  "address"  isl 
una.hh.lib.umich.edu.  In  ad-I 
dition,  you  had  to  learn  exot-l 
ic  commands  to  retrieve  the! 
information. 

New  software  makes  thel 
task  much  easier.  If  you  have! 
the  right  sort  of  connection! 
to  the  Net,  NOTIS  Systems'! 
WinGopher  ($69.95)  can! 
tame  the  job  of  retrievin m 
data  by  presenting  you  with! 
a  series  of  menus  and  letting! 
you  use  a  mouse  to  select  thef 
files  you  want  to  move. 

Better  yet,  the  providers  oi 
information  at  many  Internet | 
sites  are  beginning  to  orga 
nize  themselves  into  some-j 
thing  called  the  World  Wide) 
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First  You  Gave  Us  A  Desk. 


Now  We  Want  To  Ri 

At  Compaq,  we  know  how  much  your  people  rely 
on  information.  After  all,  we've  been  working  in  your 
office  for  years.  We  also  know  that  you're  very  serious 
about  finding  better  and  more  efficient  ways  to  handle 
information  on  a  company-wide  scale. 

So,  as  your  trusted  PC  company,  we'd  like  to  refer 
you  to  a  solid,  aggressive  systems  company:  Compaq. 

You  may  not  be  aware,  but  last  year  we  provided 
over  63%  of  the  world's  superservers.'  That's  because 
our  advanced  systems  can  actually  outperform  mini- 
computers costing  many  times  more,  while  delivering 
enterprise-class  reliability.  They  can  also  radically  cut 
per-transaction  and  maintenance  costs. 

Our  experience,  fueled  by  partnerships  with  such 
networking  leaders  as  Novell,  Microsoft  and  SCO,  has 
helped  us  develop  an  integrated  family  of  networking 
products  —  from  the  new  ProSignia  VS  (which  offers 
true  server  functionality  at  a  desktop  price)  to  the  high- 
availability  ProLiant  line. 

These  systems  can  easily  run  today's  emerging 
business-critical  applications.  Thev  also  reflect  some 
refreshing  common  sense:  Namely,  there's  no  reason  to 
downsixe  from  big,  complicated  computers  if  you're 


Whole  Company 


going  to  end  up  with  small,  complicated  computers. 

So  Compaq's  networking  solutions  bring  you  the 
same  ease  of  use  we've  brought  to  the  desktop.  Our 
CD-based  SmartStart  technology  vastly  simplifies  the 
most  complicated  part  of  the  setup  process  —  reliably 
configuring  and  fully  optimizing  your  system. 

Our  servers  are  built  to  keep  running,  even  when 
being  serviced.  The  Compaq  Insight  Manager  monitors 
800  critical  measurements  of  server  health,  and  our 
Pre- Failure  Warranty"  ensures  free  replacement  of  kev 
parts  before  potential  problems  turn  into  real  ones. 

And  since  you'd  rather  not  use  your  business  as  a 
test  lab,  we  use  our  test  lab  as  a  test  lab.  Here,  in  real- 
life,  hi^h-volume  networks,  we  work  with  our  industry 
partners  to  ensure  the  highest  compatibility  and  keep 
our  commitment  to  open  systems.  So  you'll  never  be 
boxed  in,  forced  to  deal  with  anv  one  manufacturer. 

If  you're  interested  in  receiving  specifications  for 
Compaq  systems  immediately  via  fax,  all  you  have  to 
do  is  call  us  at  1-800-345-1518,  choose  the  free  I  acjj  ait 
option  and  request  documents  #4001  and  #4003.  And 
if  you  think  we  worked  hard  at  the  desk  job,  wait  till 
you  see  what  we  do  for  vou  next.  %s>;  ^Jfm^mm^Kmkm^ 


REACHING  OUT  FOR  THE  WORLD 


Web.  The  Wcl)  uses  hyper- 
text: Clicking  on  a  highlight- 
ed word  or  phrase  on  the 
sereen  takes  you  to  a  related 
article  of  interest.  A  program 
called  Mosaic,  which  allows 
you  to  take  advantage  of  the 
Web  on  your  PC  or  Mac,  is 
available  for  free  download 
from  the  National  Center  for 
Supercomputing  Applications 


at  the  University  of  Illinois. 
You  can  download  the  soft- 
ware from  the  Net  or  get  a 
copy  from  a  friend — there  are 
no  copyright  restrictions  on 
its  distribution. 

Plunging  into  the  Internet 
still  takes  patience  and  a  little 
courage.  The  highway  re- 
mains very  much  a  construc- 
tion zone,  and  unlike  Com- 


puServe, no  one  offers  a  map 
to  hang  on  the  wall.  But  if 
you're  curious  and  have  a  bit 
of  a  spirit  of  adventure,  the 
Net  is  well  worth  the  trouble 
of  exploration. 

The  Information  Super- 
highway, as  it  exists  today, 
may  come  as  a  disappoint- 
ment to  anyone  who  believes 
the  hype  that  has  surround- 


ed the  concept.  There  aren't 
any  movies-on-demand  yet, 
and  home  shopping  remains 
primitive.  Still,  there's  a  tre- 
mendous amount  of  valuable 
information  on-line  for  the 
taking.  Even  a  Sunday  drive 
along  the  highway  is  likely  to 
convince  you  that  the  poten- 
tial could  be  everything  the 
visionaries  say.  □ 


PLUGGING  INTO  PLAYTHE  MARKET 


The  odds  have  long  been  stacked  against 
small  investors  who  try  to  mix  it  up  with  the 
big  boys  on  Wall  Street,  but  the  Information 
Revolution  is  starting  to  change  that.  The 
proliferation  of  on-line  services  lets  the  aver- 
age investor  use  a  computer  to  download  news  and  re- 
search about  promising  companies,  perform  sophisticated 
analysis  of  securities,  and  even  place  buy  or  sell  orders 
through  a  discount  brokerage. 

For  small  investors,  the  best  service  may  be  CompuServe 
Inc.  (page  1 82),  which  provides  access  to  a  wealth  of  data- 
bases that  can  help  users  find  that  stock  gem.  You  can  get 
selected  Securities  &  Exchange  Commission  filings,  track 
corporate  insiders'  trading,  and 
read  articles  from  more  than 
800  periodicals.  CompuServe's 
bulletin  boards  are  particularly 
strong  on  technology  stocks. 
The  roster  includes  a  forum 


SOME  ON-UNE  INVESTMENT  OPTIONS 


TELESCAN 


for  members  of  the  National 
Association  of  Investment 
Clubs.  But  CompuServe  can 
get  expensive.  All  services  oth- 
er than  delayed  stock  quotes 
are  hit  with  a  $9.60-per-hour 
surcharge. 

For  investors  interested  in 
technical  analysis,  downloading 
historical  quotes  can  cost  big. 
An  alternative:  Telescan,  which 
"shoots"  users  a  finished  graph 
of  a  stock  in  mere  seconds, 
then  allows  them  to  overlay 
any  of  75  technical  indicators. 
Under  Telescan's  "after  hours" 
budget  plan,  $45  a  month  gives 
unlimited  access  from  7  p.m. 
to  6  a.m.,  and  all  day  on  week- 
ends. (During  business  hours, 
access  costs  94c1  per  minute.) 


►  94(i  per  minute  during  business  hours,  $45  per 
month  for  unlimited  evening  and  weekend  access. 

►  Provides  high-speed  charts  of  stock  performance, 
technical  indicators,  "screens"  to  search  for  under- 
valued investments,  business  news,  and  SEC  filings. 

DOW  JONES  NEWS/RETRIEVAL 


)0)  522-3567 
x225l 

►  $  1 .50  per  1 ,000  characters  of  information  retrieved. 
$30  per  month  for  8  hours  use  during  evening  and 
weekend  hours  of  limited  services. 


The  service  also  offers  two  news  wires,  SEC  filings,  and  an 
impressive  "screening"  program  that  lets  you  search  for 
undervalued  investments. 

If  CompuServe  and  Telescan  get  the  gold  and  bronze, 
the  silver  goes  to  Dow  Jones  News/Retrieval.  DJNR  pro- 
vides exclusive  same-day  access  to  several  Dow  Jones  pub- 
lications, including  The  Wall  Street  Journal  and  Barron's,  and 
analysts'  reports.  For  all  its  strengths,  Dow  Jones  has  some 
glaring  shortcomings:  Unlike  other  services,  DJNR  still  offers 
very  limited  graphics.  Navigating  the  service  requires  users 
to  type  in  such  quirky  commands  as  "//CQE"  for  stock 
quotes.  Nor  does  DJNR  provide  on-line  trading  or  bulletin 
boards. 

For  budget-minded  inves- 
tors who  don't  want  to  pur- 
sue such  serious  research  but 
want  access  to  market  news, 
stock  quotes,  and  even  on- 
line trading,  there  are  cheaper 
options:  Prodigy  Services 
Co.'s  basic  charge  includes  ac- 
cess to  its  Strategic  Investor 
service,  which  includes  bulle- 
tin boards,  recent  Dow  Jones 
news  stories,  simple  stock 
screening,  and — for  an  extra 
fee — investment  newsletters 


324-8246 


►  Access  to  the  extensive  Dow  Jones  business  news 
resources  and  extensive  financial  data.  But  cryptic 
commands  and  lack  of  a  graphics  interface  seriously 
hinder  its  usefulness. 

REUTERS  MONEY  NETWORK       (800)  346  2024 

►  $30  for  basic  software  plus  $IO-$25  per  month. 

►  Gateway  to  the  Morningstar  mutual-fund  database, 
news  wires,  on-line  trading,  and  investment  newslet- 
ters. Designed  to  pump  data  directly  into  Wealth- 
builder  and  Quicken,  two  personal  financial 
management  programs. 


Reuters  Money  Network  is  a 
comprehensive  personal-fi- 
nance program  that,  for  $  1 0 
to  $25  a  month  plus  $30  for 
the  software,  provides  on-line 
access  to  Dow  Jones  stories, 
stock  quotes,  and  a  Morning- 
star  Inc.  mutual-fund  database. 
With  luck,  these  on-line  tools 
should  pay  for  themselves 
many  times  over  with  profit- 
able investment  advice. 

By  Dean  Foust 
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Clear  Borders  In  A  Single  Bound. 


f  your  business  knows  no  boundaries  look  to  the  carrier  with  the  best  coverage.  In  Mexico,  Canada  and  the 
Caribbean,  for  example,  we  offer  extensive  networks  of  our  own  local  professionals  and  strategically  situated 

terminals  to  help  move  your  freight  smartly  through  customs.  And  we've  launched  YFM  Direct  "  with 
ne  of  Europe's  largest  carriers  to  give  you  date-certain  transatlantic  door-to-door  service  to  and  from  Europe. 
So  if  you're  shipping  international,  ship  with  Yellow... the  seamless,  single-source,  transborder  machine. 

Times  have  changed,  and  we're  moving  further,  faster. 


Ask  For  An  International  Specialist  At  1-800-53  1-1  649. 
Because  It's  Not  Business  As  Usual! 


lYELlOW 


Datapro  on  CD-ROM:  Client/Server  Analyst 


&<ffi   Search   ffiew   Opticas  Wndmt 

The  first  CD-ROM  information 
service  to  offer  original  research 


and  analysis  of  the  global 


.  Model 


information  technology  industry. 
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The  first  industry-wide,  interactive 
building  products  catalog  file 
on  CD-ROM  for  construction 
professionals. 


SweetSburce 


At  McGraw-Hill,  being  first 
almost  second  nature. 


The  first  real-time  trading  and 
market  information  service  for 
financial  professionals  who  buy 
and  sell  municipal  bonds. 


cGraw-Hill  Municipal  Screen 


The  first  rating  system  designed 


specifically  for  the  private 


placement  bond  market. 


andard  &  Poor's  Private  Placement  Ratings 


The  first  U.S.  college  economics 
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textbook  published  for  the 
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emerging  free  market 


system  of  the  new  Russia. 

Hi ... 


The  first  computer  software 


for  attorneys  and  accountants 


that  calculates  and  prepares 
Federal  Estate  Tax  Returns. 


Shepard's  Federal  Estate  Tax  Software 


Craw-Hill,  being  first 
is  almost  second  nature. 


The  first  satellite-delivered 
price  and  news  system 
tailored  to  the  $100-billion 


natural  gas  industry. 


ImpCI  2 72e  10  1964  54«« 

knMCp         "«  1W>  TT 

INCO     .20     1764  12%  12*  12'4 

InHiMnflK  5  TT.  ?1>.  7334 


The  first  worldwide 
securities  identification  system 
on  CD-ROM  laser  disk. 
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The  first  real-time  Japanese 
bond  and  money  market 
analysis  for  financial 
professionals  worldwide. 
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I  N  D  E  X 


COMPANIES 


This  index  gives  the  starting  page  for  a  story  or  feature  with  a 
%cant  reference  to  a  company.  Most  subsidiaries  are  indexed  under  their 
own  names.  Companies  listed  only  in  tables  are  not  included. 


ADP  144 

Advanced  Micro  Devices  1 12 

Advanced  Networks  & 

Services  180 

Alcatel  Alsthom  42 

America  Online  124,  144,  180 

America  West  Airlines  1 76 

American  Airlines  100 

American  Express  60,  134 

American  Management 

Systems  I  I  2 

American  Personal 

Communications  178 

Ameritech  International  47 

AMR  180 

Amtech  1 00 

Analytical  Methods  84 

Andersen  Consulting  10,  104,  108 

Apple  Computer  10,  38,42,  54, 

70  144,  160,  170,  176 

AST  160 

AT&T  32,  42,  47,  54,  60,  72, 
100,  176 

Avon  Products  22 
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Banc  One  I  12 
Bandai  38 
Bauer  I  1 2 
BC  Composites  I  I  2 
Bell  Atlantic  32,  54,  60 
Bellcore  32,  47,  54 
BellSouth  47,  176 
Berkeley  Systems  I  52 
Bertelsmann  42 
Best  Data  Products  1 60 
Blue  Sky  Productions  90 
Boeing  108 

Borland  International  158 
Boston  Science 
Communications  144 
Braun  90 

British  Columbia  Telephone  90 
British  Telecommunications  42 
Broderbund  144 
Brooklyn  Union  &  Gas  Co.  66 


Cable  &  Wireless  42 
Cannondale  108 
Canon  1 60 

Cellular  Vision  of  New  York  54 
CenCall  72 

Charly  Franklin  Productions  90 
Chesebrough-Pond's  112 
Cisco  Systems  38 
Citibank  47 
Cicicorp  134 

Claircom  Communications  176 
Coca-Cola  I  24 

Compagnie  Generale  des  Eaux  42 
Compaq  Computer  144,152, 
160,  170 


CompuServe  144,  180 
Computer  Sciences  100 
Contel  Cellular  176 
Cray  Research  60,  86,  90 
Creative  Labs  160 
Cyrix  108,  152,  170 

D  

DataComm  Research  72 
Dataquest  60 

Dell  Computer  60,  100,  152,  180 

Deloitte  &  Touche  1 00 
Delrina  Technology  152,160 
Deutsche  Bundespost  Telekom  42, 
47 

Dial  Page  72 

Digital  Equipment  42,  60,  170 
Digital  Express  Group  180 
Dow  Jones  News/Retrieval  160, 
180 

Dragon  Systems  70 

EJF  

Eastman  Kodak  112,  176 
Ernst  &  Young  100,112 
Federal  Express  I  1 2 
Federal  Sources  I  1 6 
Fidelity  Investment  70 
Ford  Motor  108 
Forrester  Research  38,  72 
France  Telecom  42 
Fujitsu  38,  42 

Future  Systems  Consulting  38 
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TALK  SHOW 


It  was  a  misconception  that  we  wanted  to  lower  the 
value  of  the  dollar. 

— Treasury  Secretary  Lloyd  Bentsen,  when  asked  if  the  U.  S.  had 
changed  its  policy  to  make  the  dollar  stronger 
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AIRPLAY 


HONCHOS 


THEY  LOVE  TO  FLY, 
AND  IT  SHOWS 


Corporate  chieftains  go  out 
of  their  way  to  justify 
their  fuel-and-cash  guzzling 
jets,  even  for  unreimbursed 
personal  trips.  Examples: 
►  Georgia-Pacific  CEO  Marshall 
Hahn  cut  back  from  his 
$177,440  worth  of  private  use 
of  GP's  eight  planes  in  1992 
to  a  mere  $68,000.  But  A.  D. 
Correll,  who  succeeded  him  in 


SLUGFESTS 


CALL  HIM  A  SOMEWHAT 
FRIENDLY  WITNESS 


General  Electric  is  taking 
an  unusual  tack  to  se- 
cure testimony  of  a  key  wit- 
ness in  its  diamond-price-fix- 
ing trial,  set  for  Oct.  1L  Peter 
Frenz,  its  European  sales 
manager  for  industrial  dia- 
monds, won't  appear.  And 
since  German  national 
Frenz  lives  in 
Frankfurt,  the  U.S. 
Justice  Dept.  can't 
compel  him  to  do 
so.  Frenz  and  his 
co-defendants  GE 
and  Swiss-based  De 
Beers  Centenary  say  they  are 
innocent.  Frenz  says  he 
doesn't  want  to  endure  a  trial. 

GE  has  urged  Frenz,  in 
vain,  to  appear.  Now,  GE  is 
asking  the  court  to  allow  him 
safe  passage  or  to  testify  on 
videotape.  Justice  is  likely  to 
oppose  the  idea.  Diamond  pro- 
ducer De  Beers  so  far  is  a  no- 
show,  too.      Zachary  Schiller 


December,  is  catching  up:  His 
jet  perks  soared  from  $18,620 
to  $49,000.  GP  says  the  board 
ordered  such  use. 

►  Vernon  Loucks,  chairman  of 
troubled  Baxter  Internation- 
al, cites  "security"  concerns  as 
the  reason  he  racked  up 
$79,000  in  personal  jet  time. 
But  one  shareholder  at  the 
Apr.  29  annual  meeting  asked 
whom  Loucks  feared— not  ri- 
vals, he  said,  with  business 
so  bad.  And  not  Arab  terror- 
ists: Baxter  pleaded  guilty  to 
supplying  info  to  the  Arab 
boycott  of  Israel.  So,  the  gad- 
fly said,  it  must  be  "sharehold- 
ers in  this  room."  Baxter 
insists  Loucks  gets  threats, 
even  from  employees. 

►  General  Dynamics  reim- 
bursed board  members  Lester 
and  James  Crown  $152,974  in 
1992  and  1993  to  fly  in  using 
their  own  Cessna  from  Chica- 
go. Since  GD  wasn't  sending 
its  own  craft  round-trip, 
James  reasons  they  were 
"saving  the  shareholders  mon- 
ey." The  cost  for  them  to  fly 
first-class  on  United  for  all  24 
meetings  those  two  years,  us- 
ing current  fares,  is  $52,800. 

►  Syntex  Chairman  Paul  Frei- 
man,  who  logged  $98,000  in 
jet  time  in  1992,  is  thriftier 
lately,  though.  The  latest 
proxy  shows  nothing  on  '93 
jet  use.    Joan  O'C.  Hamilton 


DO  BROADCASTERS  WANT  THEIR  HDTV? 


America's  leapfrog  over 
the  Japanese  and  Euro- 
peans in  high-definition  TV  is 
being  trumpeted  as  a  major 
victory  for  U.  S.  technology. 
With  the  U.  S.  method,  one 
HDTV  channel  would  be  broad- 
cast over  a  6-megahertz  band. 

One  big  problem:  U.S. 
broadcasters  are  losing  inter- 
est in  HDTV  because  they 


oped  by  an  alliance  includi 
Zenith  Electronics,  AT&T,  a; 
General  Instrument.  Sayi 
there's  no  need  to  rush  HD1 
the  NAB  wants  to  check  out 
European  scheme  with  a  si 
posediy  sharper  signal. 

That  would  take  until  eaij 
1995,  around  when  the  HD 
standard  goes  to  the  Fedei- 
Communications  Commissi 


HDTV  TEST  CENTER:  U,  S.  broadcasters  still  need  persuading 


could  more  profitably  cram  a 
half-dozen  conventional  TV 
channels  or  vast  amounts  of 
data  transmissions  into  that 
single  HDTV  band.  The  Nation- 
al Association  of  Broadcast- 
ers is  resisting  plans  to  lock 
in  the  HDTV  standard  devel- 


for  its  O.  K.  FCC  ChairmJ 
Reed  Hundt  insists  he  woij 
delay  the  standard  withol 
hard  evidence  the  Europe;! 
system  is  superior.  And  3 
pledges  that  the  broadcast' 
will  use  their  new  bands  ! 
at  least  some  hdtv.  Peter 


A  I.  I  f  Y 

ALAN  BLINDER  SAYS  he  isn't  soft  on  in 
flation.  At  his  May  6  Senate  confirmation  hear- 
ing, the  Clinton  Administration's  nominee  for 
Federal  Reserve  Board  vice-chairman 
rebutted  Wall  Street  suspicions  by 
quoting  from  his  1987  book,  Hard 


IN  REALITY,  Blinder  quoted  him- 
self out  of  context.  In  the  same  pas- 
sage, he  downplays  inflation  in  the 
U.  S.  and  other  industrial  nations  in 
modern  times  as  "more  like  a  bad 
cold  than  a  cancer  on  society."  He  also  scores 
those  who  "prescribe  the  economic  equivalent 
of  lobotomy  [high  unemployment]  as  a  cure  for 


( 


Heads,  Soft  Hearts.  Here's  what  Blinder,  c 
mer  BUSINESS  WEEK  columnist,  read  to  the 
tors:  "Inflation  does  indeed  bring  losses 
ciency.  It  also  makes  peopli 
insecure  and  unhappy.  We  woi 
doubt  be  better  off  without  it." 


the  inflationary  cold."  This  misunder 
standing,  he  writes,  "blows  the  politi 
cal  importance  of  inflation  out  of  al 
proportion  to  its  economic  importance.' 
And  he  labels  as  a  "myth"  the  "notior 
that  inflation  has  a  built-in  tendency  to  acceler 
ate"  —one  reason  Fed  Chairman  Alan  Green 
span  gives  for  recent  rate  hikes.      Dean  Fous 
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TOTAL  ANNUAL  RETURN 
FOR  THE  PERIOD  ENDING  3/31/94 
&  MORNINGSTAR  RATINGS 

Berger  100        Berger  101 
Fund  Fund 


1  Year  1  Year 

15.6%  11.4% 


o  yoarc 

1  Voarc  I 

★★★★★t 

★★★★★t 

21.9% 

18.7% 

5  Years 

5  Years  j 

★  ★★★★ 

★***★  f 

24.6% 

16.3% 

10  Years 

10  Years 

★  ★★★ 

18.8% 

13.2% 

15  Years 

15  Years 

16.7% 

13.6% 

19.5  Years t+ 

19.5  Years  n  I 

15.6% 

13.9% 

Source:  Upper  Analytical  Services, 
Inc.  +Morningstar  proprietary  rat- 
ings reflect  historical  risk-adjusted 
performance  through  3/31/94. 
The  ratings  are  subject  to  change 
every  month.  Morningstar  ratings 
are  calculated  from  the  funds' 
three-,  five-  and  ten-year  average 
annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropri- 
ate fee  adjustments  and  a  risk 
factor  that  reflects  fund  perfor- 
mance below  90-day  T-bill  returns. 
Ten  percent  of  the  funds  in  an 
investment  category  receive  five 
stars  and  22.5%  receive  four  stars. 
tt  Berger  Associates  assumed  man- 
agement of  the  Funds  9/30/74 


MADE  IN  JAPAN 

SONYS,  NISSANS- 
AMD  GUNS 


ere's  some  blow-you-away 
news:  Japan  is  the  sec- 
ond-largest  exporter  of  guns 
and  ammunition  to  the  U.  S. 
According  to  the  U.  S.  Cus- 


LOADED:  Jc 


ids  high-quality  firearm 


toms  Service,  Japan  shipped 
$76  million  worth  of  guns  and 
ammo  to  the  states  last  year, 
a  level  exceeded  only  by  that 
of  China,  with  $108  million 
worth.  No.  3  is  Britain,  fol- 


lowed by  Italy  and  Germany. 
High-quality  Japanese  arms 
cost  a  lot,  so  Japan  actually  is 
sixth  in  quantity  shipped 
(with  China  still  first  in  vol- 
ume). Japan's  160,472  guns- 
sent  last  year  are  less  than 
1%  of  the  U.  S.  market. 

Don't  worry:  Japanese  fire- 
arms have  little  to  do  with 
street  crime  in  the  U.  S. 
They're  mostly  rifles  and 
shotguns  for  hunting  and 
target-shooting. 
The  biggest 
source  is  Miro- 
ku  Firearms 
Manufacturing, 
whose  guns  are 
marketed  by 
Browning. 

China  last 
year  exported 
964,903  guns  to 
the  U.  S.,  main- 
ly low-end  sks 
and  MAK-90  rifles 
for  hunting  and 
range-firing.  Tim 
Brown,  manager 
of  Gun  Shack  in  Mt.  Airy, 
Md.,  says  Japan's  holt-action 
Browning  ($400-plus)  outsells 
the  sks  ($129),  which  hunters 
find  less  accurate. 

Amy  Borrus  and  Neil  Gross 


ON  THE  FUND  FRONT 


HEY,  MOM,  THINK  I  SHOULD  SELL  SOME  SHARES?' 


Lots  of  parents 
and  grandpar- 
ents start  mutual- 
fund  accounts  for 
children,  but  how 
would  you  explain 
something  like  the 
Fidelity  Magellan 
Fund  to  a  10-year- 
old?  SteinRoe  funds 
will  soon  launch  the 
SteinRoe  Young  In- 
vestor Fund,  a  mu- 
tual fund  that  will 
invest  at  least  65% 
of  its  assets  in  "kid- 
related"  companies. 
While  the  fund  is 
not  yet  operating, 
its  list  of  potential 
investments  would 
include  Disney, 
Gap,  and  Toys  'R'  Us. 

Liberty  Financial  Services 
SteinRoe's  parent  company 
says  the  fund's  mission  is  edu- 


cational and  finan- 
cial, with  separate 
shareholder  reports 
for  youngsters.  Per- 
haps some  Peter 
Lynch  wannabes 
can  explain  invest- 
ing to  Mom  and 
Dad.  Legally,  it 
takes  an  adult  to 
buy  a  fund. 

The  fund's  mini- 
mum buy-in  is 
$1,000,  or  $500  for 
those  with  automat- 
ic monthly  invest- 
ing of  at  least  $50. 
That's  a  little  steep 
for  the  piggy-bank 
crowd,  but  fund  of- 
ficials say  smaller 
accounts  would 
drive  fund  expenses  too  high. 
The  fund  even  has  its  own 
toll-free  number:  1  800  403- 
KIDS.    -Jeffrey  M.  Laderman 


DRAWN  AND  QUARTERED 


AFTERLIVES 


MAYBE  HIS  FACE  SHOULD 
BE  ON  MILK  CARTONS 


Where  in  the  world  is 
Victor  Incendy?  He 
vanished  in  November,  1991, 
leaving  prosecutors  puzzled. 
An  indictment  by  the 
Manhattan  District 
Attorney's  office  says 
the  Cascade  Interna- 
tional CEO  inflated  the 
retail  chain's  number 
of  outlets  and  profits, 
defrauding  such  lend- 
ers as  Bank  of  Scot- 
land, which  is  out  $10 
million.  Shenanigans 
at  the  now-defunct  Boca  Ra- 
ton (Fla.)  retailer  left  credi- 
tors with  around  $25  million 
in  bad  debts  and  stockhold- 
ers wiped  out.  The  feds  have 


issued  no  indictment  to  d; 
but  are  still  investigating. 

The  trail  is  so  cold  tl 
probers  only  can  specuk 
about  the  whereabouts  of 
cendy,  last  seen  in  South  Fl 
ida.  One  rumor:  Eastern 
rope.  (He's  said  to  be 
Hungarian  native).  Anot! 
puts  him  near  his 
Florida  haunts.  Th 
have  only  bagg 
John  Sirmans,  a  C 
cade  vice-preside 
under  Incendy  whe 
serving  a  one- 
three-year  sentenc 
There's  a  possi 
clue.  Last  summ 
someone— it's  uncli 
who— sold  Incendy's  watj 
front  condo  in  Boca 
$230,000.  Maybe  that  will  ti 
prosecutors  to  the  will-o'-tj 
wisp  Incendy.  Gail  DeGeo 


THE  BIG  PICTURE 

FACE  THE  MUSIC 

Remember  when  compact  disks  were  for  audiophiles?  No  longer 
Almost  half  of  American  households  now  have  CD  players.  The 
number  of  CDs  shipped  last  year  to  music  outlets  increased  2  1  %, 
while  cassette  tape  shipments  dropped  7.3%. 


'92  '9 
DATA:  RECORDING  INDUSTRY  ASS 


FOOTNOTES 

Change  in  home  prices  during  1993,  in  Denver:  up  12.7%.  In  Nashville:  up  7.0%.  In  Los  Angeles:  down  117% 
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□RD  TAURUS 

AMERICA'S 
:ST-SELLING  CAR. 
AGAIN.* 


within.  Then,  behind  the  wheel 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stays 
on  the  road. 


:ip  the  coffee.  There's  no  better 
r  to  begin  the  day  than  with 
irious  dose  of  Taurus  SHO. 
ht  there  in  your  garage  is  a 
valve  caffeine-free  wake-up 
[.  But  the  SHO's  stimulating 
ilities  are  not  limited  to  its 
formance  alone. 
iO's  sleek  good  looks  are  a 
►tie  hint  at  the  power  that  lies 


EYE-OPENING  PERFORMANCE. 

This  220-horsepower  eye- 
opener  will  turn  your  commute 
into  the  ideal  way  to  enjoy  speed- 
sensitive  variable-assist  steering 
and  the  newly  refined  four-wheel 
sport-tuned  suspension.  And  since 
the  power  of  SHO's  24-valve 
DOHC  engine  is  balanced  by  a 
standard  anti-lock  braking  sys- 


tem and  dual  air  bags?*  you'll  be 
able  to  concentrate  on  a  world- 
class  driving  experience. 

Isn't  it  time  to  awaken  the 
performance  driver  within?  Ford 
Taurus  SHO.  Your  commute 
will  never  be  the  same. 

Based  on  1993  CY  manufacturers  reported  retail  deliveries 
Always  wear  your  safety  belt 
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WHAT  PRICE 

THIS  NEW  FRONTIER? 


Your  article  "Digital  Pioneers"  (Cover 
Story,  May  2),  was  replete  with  ref- 
erences to  the  ambitious  dreams  of 
interactive  entrepreneurs  and  their  ex- 
pensive development  and  production 
costs.  But  a  final  product  has  yet  to  be 
tested  on  actual  consumers.  And  no- 
where in  the  article  is  the  cost  to  the 
consumer  mentioned. 

"If  we  build  it,  they  will  come"  is  a 
dangerous  assumption  in  a  decade  where 
most  customers  have  shown  themselves 
to  be  increasingly  sensitive  to  price  and 
value.  "If  they  need  it,  they  will  come" 
appears  more  to  be  the  current  order  of 
the  day. 

Denis  M.  Katchmeric 
Annandale,  Va. 

I just  read  your  article,  and  I  was 
astonished  to  see  that  Rand  and  Ro- 
byn  Miller,  the  creators  of  Myst,  were 
not  mentioned. 

Myst  is  the  closest  thing  to  virtual 
reality  yet  produced  and  has  upped  the 
ante  for  anyone  setting  out  to  create 
interactive  entertainment. 

James  T.  Pendergrast 
New  York 


IF  IT  AIN'T  SICK, 
DON'T  CURE  IT 


Regarding  your  story  "Health-care 
markets  are  working  again"  (Editori- 
als, May  2).  Finally  someone  else  has 
noticed  what  the  employee-benefits  in- 
dustry has  been  saying  for  so  many 
months:  There  is  no  health-care  crisis 
that  warrants  a  major  national  overhaul 
of  the  existing  system. 

Recent  innovations  in  managed-health- 
care programs  are  yielding  impressive 
results  in  keeping  costs  under  control. 
Preferred-provider  organizations  already 
allow  small  businesses  to  effectively  pool 
their  resources  to  purchase  low-cost  in- 
surance. In  addition,  state  mandates 
have  gone  a  long  way  toward  eliminat- 
ing exclusions  and  preexisting-condition 
problems. 

Of  course,  much  fine-tuning  still  needs 


CORRECTIONS  &  CLARIFICATIONS 

In  "Steve  Dworin  tries  to  reach  oul' 
and  save  Ayer"  (Marketing,  May  16) 
we  erroneously  identified  the  directoii 
of  advertising  services  at  AT&T.  He  if 
Robert  Watson. 

The  Executive  Compensation  Score \ 
board  (Special  Report,  Apr.  25)  should 
have  noted  that  Dennis  H.  Chookasziaii 
and  Philip  L.  Engel  are  chairman  anc 
president,  respectively,  of  CNA  Insui 
ranee  Cos.,  not  CNA  Financial  Corpj 
Mattel  Inc.  CEO  John  W.  Amerman'ij 
salary  and  bonus  did  not  fall,  as  rej 
ported,  but  was  up  17%  from  last  year' 
His  pay  was  based  on  a  26%  rise  ii 
profits,  before  a  pretax  charge  of  $llii 
million  because  of  the  merger  witll 
Fisher-Price  Inc.. 


to  be  done.  But  the  basic  system 
working. 

Tony  Nov; 
Bala  Cynwyd,  P 

UNHERALDED 

AT  LOWE'S 


Your  article  on  Lowe's  Cos.,  "Th 
do-it-yourself  store  is  really  doii 
it"  (The  Corporation,  May  2),  gives  loi 
overdue  recognition  to  one  of  the  gre 
success  stories  in  American  retailing 
is  surprising,  however,  that  the  artic 
does  not  mention  Leonard  G.  Herrin 
president  and  CEO  of  Lowe's  since  Wi 
Herring  has  fostered  an  environme 
that  has  enabled  approximately  30,0 
owner/employees  to  register  the  accoi 
plishments  that  warrant  note  by  yo 
magazine. 

Harvey  L.  Benens 
Lyons  Benenson  &  C 
New  Yo 

WHO  SHOULD  BE 
IN  THE  BOARDROOM 


In  reference  to  your  article  "Boai 
rooms:  The  ties  that  blind?"  (Lej 
Affairs,  May  2),  as  an  executive-sear 
consultant  for  30  years,  I  agree  that 
company  should  never  put  its  inve 
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Wi  iy  The  Almigi  ity  Dollar 
Isn't  The  Only  Measure  Of  Success. 


L/rville  and  Wilbur  Wright  ma\  have  been  dreamers,  bui  ihe\  were  not  fools.  Shortly  alter  their  first  flight, 
a  cousin  of  a  friend  of  a  friend  —  namely,  Senator  Henn  Cabot  I  ,odgc  —  sent  a  letter  on  their  behalf  t<>  the  War 
I )epartment.  The  letter  suggested  that  "it  would  be  eminent l\  desirable  for  the  I  ni ted  States  Government  to 
interest  itself  in  this  in\  ention."  The  government  passed.  FN ing  w  as,  at  best,  a  sport.  'The  Wrights'  business  ad\  i- 


sors  promptly  led  them  to  European  leaders,  and  again  «  wrote  letters  and  made  appointments  on  their 


behalf.  This  time,  the  American  inventors 
governments  purchased  planes  not  onl\  from 


manufacturers  whom  the\  inspired  into  the  flying 


were  met  with  enthusiasm.  In  fact,  forcisrn 


Wright  brothers,  but  from  other 


I-555 -rt^— -jjr 

course,  the  eloba  economy  has  been  there  all     ,  m*rfflPi\\ 


busi  ness.  as  w  1 


A  surprisingly  old  idea:  Making  a  dollar  J*iV«         fcjtjj    'n  ma^'nS  a  franc,  or  a  pound,  or  a  yen.  Of 


eated  about  it.  Certainly  more  inclined  to 
is  one  reason  whv.  The  fact  is.  few  things  can 


long.  We've  just  become  tar  more  sophisti- 
'  exploit  it.  Anil  the  rise  of  intermodal  transportation 
iffect  voui  company's  overall  performance  as  much 
as  transportation  strategy .  A  good  one  creates  ^      value;  a  poor  one  fritters  1 1  aw  a\ .  Vnd  now,  that 

strategy  must  include  a  response  to  the  "new"  global  marketplace. 

1  )oes  your  inter  mi  id  a  I  transportation  partner  ha\  e  the  international  expertise  you  need:  Does  it  offer  you 
easy,  cost-effective  access  to  world  markets?  Serve  every  major  port  in  the  I  nited  States;  I  lave  relationships 
with  foreign  transportation  concerns  that  can  benefit  you?  Does  it  understand  how  to  produce  measurable  value 
for  your  company  ?  The  W  right  brothers  had  their  friends.  Who  are  \ours? 

lf  you'd  like  to  speak  with  us.  w  e  encourage  you  to  call  us  at  1  -KIM )-27(<-b77(>.  Among  the  main  reasons  to 
do  it  soon,  please  consider  this:  A  few  \ears  after  the  I  .S.  Government  refused  the  Wrights'  invention.  World  War  I 
was  upon  us.  With  great  alacrity,  we  discovered  military  aviation.  Yet  we  had  to  join  our  allies  in  the  fight  w  i  tlx  tut  a 
single  American-designed,  American-produced  plane.  A  win,  of  course.  But  no  points  for  planning. 


©1994  CSX  Iniermnd.il  Pan  "l  the  ( SX  ylnbal  transportation  network.  On  ilk-  jnd  Wilbur  Wright  represented  !>,  rhe  kn^cr  KKhnun  Agency,  Inc.  BcverK  Hills.  CA 


Innovation  il 


IL  -  ~ 


Time  was  when  power  was  big. 


Toshiba's  geothermal  steam  turbine  had  the  largest 
capacity  in  the  world,  with  an  <  mtput  ofllOMw 


In  fact,  it  didn't  get  any  bigger 


i 


than  the  geothermal  power  plant  turbine  we  built  two  decades  ago. 

But  time  and  power  don't  stand  still.  Today  we  live  in  a  world  of 
portable  phones,  portable  fax  machines  and  portable  computers,  o 

And  for  our  part  in  the  parade  of  portability, 
we  present  the  Toshiba  Portege"  T3400  Series.  It  packs 
your  entire  office  into  a  computer  that's  less  than  half  the 
size  of  your  briefcase,  and  that  weighs  4%  pounds. 


Our  new  Portege  is  the  first  sub-notebook  computer  with  the  ultra-bright  color 


/LCD  active  matrix  display.  The  first  with  a  rechargeable 
ium-lon  battery  that  lasts  for  up  to  six  hours.  It  has  the 
ivative  AccuPoint™  integrated  pointing  device,  and 
power  of  an  Intel486™  SX  microprocessor. 

With  an  optional  modem,  it  can  do 
ost  anything  your  desktop  computer  does.  On  an 
lane.  On  a  boat.  In  a  cabin  on  a  mountain. 

It's  quite  possibly  the  biggest  thing  we've  built  yet. 

In  Touch  with  Tomorrow 

TOSHIBA 


The  Portege  T3400CT 
is  Toshiba's  smallest, 
lightest  color  notebook 
computer 


Think 

Long  Term. 

Think 

Performance. 

Think 

Twentieth 
Century. 


Twentieth  Century's  Top-Performing  Funds 


1  Year 

5  Years 

10  Years 

20  Years 

Life  of  Fund 

Select 
Investors 

2.0% 

11.9% 

1 3.6% 

19.3% 

16.9% 

(6/30/71  )2 

Growth 
Investors 

5.3% 

15.4% 

15.6% 

20.3% 

18.7% 

(6/30/71 7 2 

Vista 
Investors 

0.6°° 

13.3% 

13.6% 

11.4% 

(11/25/83) 

Giftrust 
Investors 

23.1% 

25.1% 

23.6% 

20.2% 

(11/25/83) 

Heritage 
Investors 

6.2% 

14.6% 

16.8% 

(11/10/87) 

S&P  500 3 

1.4% 

12.0% 

14.6% 

12.6% 

International 
Equity 

26.5% 

17.3% 

(5/9/91) 

•  Our  domestic  funds  beat  the  S&P  12  out  of  16  measurement 
periods  —  now  thaf  s  consistent,  long-term  performance. 

•  Each  fund  is  different.  Choose  the  one  that  best  fits  your  investment 
goals.  Although  past  performance  is  no  guarantee  of  future  results, 
you  can  see  our  funds'  performance  over  time. 

•  Call  for  your  free  information  kit  containing  a  prospectus  with  more 
complete  information,  including  charges,  expenses  and  minimums. 
Please  read  the  prospectus  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


@  1994  Twentieth  Century  Services  Inc 
BSW 


Investments  That  Work" 


Put  our  No-Load  funds  to  work  for  you! 


1  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions  Investment  return  and  principal 
value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 

2  Performance  for  the  period  reported  above  corresponds  with  Twentieth  Century's  implementation  of  its  current  invest- 
ment philosophy  and  practices. 

'The  Standard  &  Poor's  500  (S&P)  Index  is  an  unmanayed  group  of  stocks  considered  to  be  representative  of  the  stock 
market  in  general. 


ment  banker,  commercial  banker,  or  a 
torney  on  its  board." 

However,  I  disagree  with  the  infe 
ence  that  bankers,  attorneys,  or  eve 
consultants  would  not  be  effective  boai 
members.  For  almost  five  years, 
served  on  the  board  of  UCCEL  Corp., 
Dallas  software  company  subsequent 
acquired  by  Computer  Associates  In 
A  condition  of  serving  on  the  board  w; 
that  I  would  not  conduct  searches  f< 
the  company. 

I  also  had  to  recuse  myself  from 
signments  from  UCCEL  competitors, 
was  a  great  five  years,  and  I  belie1 
the  company  benefited  from  my  beii 
on  the  board.  And  I  [benefited  froi 
the  experience  of  being  "inside." 

Frederick  W.  Wacker 
Partn 

McFeely  Wackerle  Shulm; 

Chicaj 

MALAYSIA'S  RECORD 
ON  ANTI-SEMITISM  

Malaysia's  animosity  toward  Je^ 
and  Israel  predates  Prime  Min 
ter  Mahathir  bin  Mohammad's  ban  i 
Schindler's  List  ("Malaysia's  Mahath: 
Leading  a  crusade  against  the  Wes 
International  Outlook,  Apr.  25). 

Malaysia  has  a  long  history  of  stal 
sponsored  anti-Semitism.  Prime  Min 
ter  Mahathir  has  a  habit  of  speaking 
"Zionist  plots,"  and  "international  Jewi 
media"  and  even  opposes  the  pert 
mance  of  works  by  Jewish  authors  a 
composers. 

Although  Israel's  relations  with  oth 
Southeast  Asian  nations  are  steadily 
proving,  Malaysia  is  one  of  the  large 
non-Arab  countries  adhering  to  the  Ar 
boycott  of  Israel.  Israelis  are  prohibit 
from  entering  Malaysia,  and  Mala 
from  visiting  Israel. 

Abraham  H.  Foxm 
National  Direct 
Anti-Defamation  League  of  B'nai  B'r 

New  Yc 
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"WHY  IS  OUR 
AWARD  PROGRAM 
SO  POPULAR  WITH 
FREQUENT  TRAVELERS? 
WE'RE  IN  EVERY  CITY 
THEY  FREQUENT." 


As  a  business  traveler  you  earn  free  vacations  faster  with 
Marriott's  Honored  Guest  Award  program.  With  over  250  locations 
worldwide,  we're  doing  business  wherever  you're  doing  business. 
To  join  the  program  call  1-800-648-8024.  For  reservations, 
call  your  travel  agent  or  1-800-228-9290. 

«> 

.Marriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU; 


1994  Marriott  International,  Inc 


At  35,000  feet,  China  Airlines 
is  playing  your  song 


The  soft  strains  of  Tchaikovsky's  Romeo 
and  Juliet  are  just  one  of  the  many 
listening  pleasures  you  will  find  among  the 
varied  selection  of  entertainment  offered  by 
China  Airlines.  Treasuring  each  encounter 
with  you,  it  wants  your  journey  to  be  a 
memorable  one.  On  every  flight,  China 
Airlines'  young  and  energetic  cabin 
attendants  and  skilled  and  seasoned  pilots 
perform  as  a  well-rehearsed  team, 
orchestrating  a  quality  of  service  to  meet 
your  every  expectation. 

That  is  only  fitting  for  China  Airlines,  one  of 


the  world's  fastest  growing  air  carriers, 
hailing  from  Taiwan,  one  of  the  world's 
fastest  growing  economies. 

To  experience  the  utmost  in  inflight 
service,  let  China  Airlines  take  you  on  your 
next  journey  on  the  world  stage. 


We  treasure  each  encounter 

CHINA  AIRLINES 

TAIPEI.  TAIWAN.  ROC 
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KING  SALMON 


WHALES    ^Efl)     COHO     €2i>S>   BLACK  BEARS     >3E<    LING  COD 


EAGLES 


Is  fishing  at  Waterfall  Resort,  Alaska 

Business  or  Pleasure? 


Ford  Dealers  Assn.  of  Southern  California  For  the  last 
I 1  years,  Waterfall  Resort  has  been  our  incentive  /  business 
destination  of  choice.  Our  benefits  include  not  only 
improved  sales  results,  but  the  Waterfall  experience  itself 
helps  build  a  camaraderie  unlike  any  other  travel 
destination  we  have  used.  Dick  Landfield,  Chairman 

Imperial  Bank  Waterfall  is  an  exceptional  resort  simply 
because  it  all  works  so  well.  It  is,  by  far,  the  best  managed 
resort  in  Alaska.  We  look  forward  to  our  annual  return  this 
year  as  we  have  for  the  past  decade. 

Norm  Creighton,  President  and  CEO 

Roberts  Electric  Nine  years  in  a  row.  The  absolute  best 
time  of  our  lives.  David  Waugh,  Vice  President 

Flamingo  Hilton  Las  Vegas  Fishing  at  Waterfall  is  the 
ultimate  and  I  can  prove  it  This  year  will  be  my  sixth  return 
visit  to  this  beautiful  resort. .  .  Atmosphere,  service, 
camaraderie,  relaxation  ....the  Ultimate 

Horst  Dzuira,  President 


Eddie  Bauer  Company  Our  company  is  known  for  its  fine 
reputation  for  high  quality  casual  sportswear,  gifts  and 
accessories.  Waterfall  Resort  exemplifies  the  quality 
experience  we  like  to  associate  with 

Chloe  L  Mueller,  Manager-Corporate  Licensing 

Bumble  Bee  Seafoods  The  quality  time  spent  at  Waterfall 
with  our  customers,  food  brokers,  and  sales  representatives 
have  forged  lasting  personal  and  business  relationships, 
along  with  enabling  us  to  provide  them  with  unique  educa- 
tional insights  into  our  industry    Bob  Nickinovich,  Director 

Huntsman  Chemical  Corporation  Waterfall  Resort  is  the 
finest  fishing  resort  in  the  world    I  bring  a  group  of  20 
guests  every  year  Jon  M  Huntsman,  CEO 

Monroe  Auto  Equipment  Company  We  have  been  taking 
customers  to  Alaska  for  the  past  five  years  and  Waterfall 
Resort  is  by  far  the  best  trip  yet    We  are  going  again  in 
1994  and  this  is  the  first  time  we  will  repeat  to  the 
same  resort.  Gary  Raines,  Area  Sales  Manager 


ATERFALI 

RESORT  14 
ALASKA 


\  Member  of  Alaska's  Inside  Passage  Resorts 


Tear  this  page  out  and  fax  it  to  Waterfall  /  907-225-8530 
and  receive  our  special  resort  video,  hosted  by  Steve  Garvey 
or  mail  to  P.O.  Box  6440-BW,  Ketchikan,  AK  99901 

company 
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stare/zip  telephone 


INFORMATION  /  RESERVATIONS:  800-544-5125  $ 


Sure  they  re  fast. 


Sitting  behind  the  wheel 
of  a  Pentium"'  processor  is 
like  driving  one  of  those 
sports  cars  that  private  eyes 
in  Hawaii  drive. 


screen,  windows  open  like 
they've  got  some  grease  in 
the  tracks,  and  everything 
just  plain  moves  faster. 
But  if  that's  not  fast 


in 


ifel 


0j 


Pentium 

■processor 


But  at  these  prices, 


But  maybe  you're  not  a 
private  eye  in  Hawaii. 
Maybe  you  have  to  stick 
to  a  budget. 

That's  not  a  problem 
anymore. 


enough  for  you,  we'll  soup 
the  whole  thing  up  to  66 
MHz  for  a  few  bucks 
more.  Just  ask  for  our 
LPx  566. 


you  can  affor< 


The  new  DEC  pc  'LPx 
560  has  a  high-performance 
Pentium  chip  and  a  low 
sticker  price.  Just  $2,499." 

Not  only  that,  the  LPx 
has  our  local  PCI  bus. 


Of  course, 
both  models 
come  standard  with 
our  three-year  limited 
warranty 

Now  you  can  blow 


::: 


the  speeding  tickets. 


Put  any  other  bus  wi  tha 
Pentium  chip  and  you're 
sticking  a  dinky  carburetor 
on  a  racing  engine. 

With  a  local  PCI  bus, 
graphics  snap  onto  the 


down  the  highway  without  a 
lot  of  money  in  your  pocket. 

That  expensive  speed 
trap  is  gone. 

Call  1-800-670-9545. 


ma 


Please  reference  BUV  when  vou  call 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 


ta 
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Beyond  the  box. 


©  DIGITAL  EQUIPMENT  CORPORATION  1994.  The  DIGITAL  logo  and  DEC  pc  are  trademarks,  and  Beyond  The  Box 
is  a  service  mark  oi  Digital  Equipment  Corporation    Pentium  is  a  trademark  o)  Intel  Corporation. 
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OF  THE  REALM:  THE  REAL  HISTORY  OF  BASEBALL 

i  Helyar 
•  576pp  •  $24 


IE  BUFFOONS 
'  SUMMER 


k  ne  is  a  powerful  banker.  One 
I  built  a  shipmaking  fortune. 
^  One  pioneered  cable  television, 
an  a  major  supermarket  chain, 
tarred  in  cowboy  movies.  A  most 
ssive  group,  certainly.  And  togeth- 
h  23  other  tycoons,  they're  ruining 
ime  of  baseball. 

;y're  the  owners— the  most  para- 
i\  collection  of  capitalists  ever 
i.  Although  successful  individually, 
ler  they're  barely  breaking  even 
,  business  whose  revenue  has  more 
doubled  in  the  past  decade.  The 
;s  of  their  sorry 
1?  Ego,  greed,  and 
tidying  belief— held 
eh  and  every  one- 
signing   just  one 

multimillion-dollar 
•  will  win  them  the 

Series, 
it's  the  way  John 
r  views  the  hardball 
3ss  in  Lords  of  the 
',:  The  Real  History 
seball.  In  Helyar's 
j,  baseball's  "lords" 
;e  in  enough  skul- 
ry,  artifice,  warmon- 
and  fratricide  to 
the  War  of  the  Ros- 
>k  like  a  church  so- 
^rom  their  skybox 
e  rooms,  they're 
orming  baseball  from  a  game  of 
s  and  great  moments  into  a  pitiful 
blage  of  millionaire  athletes  bicker- 
rith  billionaire  bosses  while  the 
loses  relevance  for  its  fans, 
tie  might  say  that's  nothing  new. 
rs  and  players  have  always  fought, 
ins  have  always  decried  the  sordid 
3ss  of  running  this  elegant  game, 
r,  who  previously  co-authored  Bar- 
is  at  the  Gate,  tips  his  cap  to  that 
nent  by  opening  with  a  page  of 
s  expressing  befuddlement  with 
usiness  of  baseball,  from  the  likes 
mer  A.  G.  Spalding  in  1890,  Ty 
in  1925,  and  Atlanta  Braves  owner 
\irner  today.  Turner  to  his  fellow 
:s:  "Gentlemen,  we  have  the  only 
monopoly  in  the  country  and  we're 

it  up." 

lat's  new  about  the  situation  is 
Dnce,  the  games  between  the  lines 


were  virtually  all  that  mattered.  Today, 
salaries,  ownership  changes,  broadcast 
rights,  and  divisional  realignment  domi- 
nate the  headlines.  Therein  lies  a  loss  for 
people  who  love  the  sport.  And  therein 
lies  Helyar's  purpose:  to  help  those  peo- 
ple understand  how  the  people  who 
"own"  baseball  are  wrecking  it. 

Who  are  these  screw-ups?  As  Helyar 
portrays  them,  they  fall  into  three  types. 
The  first  consists  of  such  legends  as  the 
Dodgers'  devious  visionary  Walter 
O'Malley,  the  Cardinals'  labor-baiting 
tightwad  Gussi  Busch,  and  the  A's  icon- 


elyar  shows  how 
the  owners'  petty 
jealousies  work 
their  way  into 
ill-chosen  policies 


LORDS 

0F1HEC 

REALM 


The  Real  History  of 

BASEBALL 

John  Helyar 

Barbarians  at  the  bate 


oclastic  showman  Charlie  0.  Finley.  That 
venerable  group  was  replaced  by  dys- 
functional arrivistes  typified,  in  Helyar's 
view,  by  buffoon  Turner  and  blowhard 
George  Steinbrenner.  And  the  sport  is 
run  now,  he  tells  us,  by  bloodless  moguls 
such  as  the  White  Sox's  calculating  Jer- 
ry Reinsdorf  and  Milwaukee's  earnest 
Bud  Selig,  who  has  been  "acting  commis- 
sioner" for  18  months. 

If  the  owners  are  bad,  Helyar  argues 
persuasively,  the  commissioners  are 
worse.  Bowie  Kuhn  he  depicts  as  a  pom- 
pous, ineffectual  tool  of  O'M  alley's.  Peter 
Ueberroth  comes  off  as  an  arrogant, 
power-hungry  control  freak  who  led 
owners  into  a  costly  collusion  conspiracy 
even  as  he  won  them  a  landmark  $1  bil- 
lion TV  package  with  CBS.  A.  Bartlett 
Giamatti  was  a  wide-eyed  fan.  His  hast- 
ily chosen  successor.  Fay  Vincent,  rose 
to  be  a  tyrant  and  got  canned  mostly 


because  owners  found  him  soft  on  labor 
when  they  were  ready  to  go  to  war, 
Helyar  says. 

By  contrast,  labor  chieftains  Marvin 
Miller  and  Donald  Fehr  are  heroes.  In- 
deed, Helyar's  pejorative  use  of  the 
word  "lords"  rather  than  "owners" 
throughout  the  text  betrays  a  pro-labor 
bias  that  becomes  annoying  as  he  gloss- 
es over  the  union's  mistakes  and  prob- 
lems. He  chooses  not  to  examine  the 
costs  of  the  union's  refusal  to  consider  a 
closer  relationship  with  owners  along 
the  lines  of  basketball's  successful  mod- 
el. And  he  refers  only  in  passing  to  the 
growing  split  between  baseball's  multi- 
millionaire stars  and  its  workaday  play- 
ers—those poor  souls  struggling  to  sur- 
vive on  the  minimum  major-league 
salary  of  $105,000  a  year. 

Helyar  strives  admirably  to  take  read- 
ers behind  baseball's  closed  doors,  and 
he  has  a  sharp  eye  for  detail  and  a 
knack  for  artful  storytelling  once  he  gets 
there.  He  gives  us  new 
insight  into  the  convolut- 
ed internal  politics  at  the 
top  of  the  sport.  To  his 
credit  as  a  reporter,  he's 
able  to  pierce  the  clubby 
facade  of  the  owners  and 
show  the  reader  how 
their  shifting  alliances  and 
petty  jealousies  work 
their  way  into  baseball's 
often  ill-chosen  policies. 

Still,  such  recent 
events  as  Vincent's  oust- 
er, the  adoption  of  a  reve- 
nue-sharing plan,  and  the 
search  for  a  new  commis- 
sioner have  been  so  close- 
ly reported  that  even  Hel- 
yar's rigorous  work 
doesn't  make  them  fresh. 
And  while  the  book's  a  good  read,  Hel- 
yar has  overloaded  it  with  sports  cliches. 
Union  activist  Bob  Boone  "took  a  deep 
breath,  as  if  relaxing  himself  for  a  3-2 
pitch."  Football  union  chief  Ed  Garvey 
"fumbled  away  free  agency."  "The  money 
ball  bounced  on."  And  so  on. 

Helyar  closes  with  a  bittersweet  epi- 
logue. The  scene  is  the  1993  All-Star 
Game  at  Baltimore's  brand-new  Camden 
Yards  stadium.  Tickets  are  scalped  for 
$500.  Crowds  pour  into  FanFest,  an 
interactive  exhibit  where  "Walt  Disney 
meets  Cooperstown."  Giant  TV  monitors 
replay  some  of  the  game's  great  mo- 
ments. "And  the  fans,  ever  forgiving, 
were  still  there,"  Helyar  writes.  No  mat- 
ter how  badly  the  lords  perform,  the 
magic  of  baseball  endures. 

BY  DAVID  GREISING 
Atlanta  bureau  manager  Greising  is 
teaching  his  son  the  tomcdiawk  chap. 
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HE  DIFFERENCE 
IETWEEN  BEING  BULLISH 
>N  AMERICA  AND  BULLISH 
)  N  TH  E  WORLD 


lowly  and  deliberately,  like  the  proeess  of  natural 
volution,  the  economies  of  our  world  are  coming 
Dgether.  Command  economies  have  gradually  toppled 
nd  free  markets  are  flourishing  in  nearly  every  corner 
f  our  world.  Today,  trading  alliances  are  being  formed 
hat  promise  ro  become  stronger  than  the  nations  that 
omprise  them. 

>ut  as  the  world  grows  closer,  it  also  grows  more  complex, 
o,  too,  has  Merrill  Lynch  evolved.  We  have  people 
nd  capabilities  in  place  throughout  the  world,  and 
ur  reach  is  unmatched.  But  we  have  learned  that  to 
ompete  in  the  global  marketplace  requires  more  than 
ist  global  resources— it  requires  global  resourcefulness: 
itelligence,  creativity,  agility  and  understanding. 

Everywhere  we  serve  the  world,  Merrill  Lynch  acts  as 

catalyst  to  bring  people  together  with  opportunities. 

7ith  global  financial  expertise  and  global  presence, 
  ■  

le  can  help  clients  harness  the  power  of  global  inter- 
ependence.  So  an  investor  in  Asia  can  profit  from  the 
fforts  of  business  people  in  Argentina  and  vice  versa. 


Wherever  we  are  in  the  world,  it  is  our  business  to 
focus  on  our  clients  and  build  long-term  relationships 
with  them;  to  use  teamwork  to  deliver  seamless 
integration  of  our  services;  to  respect  our  clients  and 
colleagues  as  individuals;  to  act  as  responsible  citizens 
in  the  communities  in  which  we  live  and  work;  and, 
above  all,  to  maintain  our  reputation  for  integrity. 

Our  world  is  being  brought  together,  not  simply  by 
the  mandate  of  nations  but  by  the  power  of  individuals; 
individuals  who  allow  themselves  to  hope  for  a  better 
life.  We  believe  that  nothing  holds  greater  possibility 
than  a  world  with  hope  for  its  own  future. 

Although  the  road  may  not  be  easy  or  quick,  we 
believe  we  can  help  our  clients  achieve  even  greater 
successes,  in  a  world  brought  together  by  individuals 
with  hope.  We  think  that  makes  the  difference- 
all  the  difference  in  the  world. 

The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 


(1994  Merrill  Lynch  &  Co.,  Inc. 


Economic  Viewpoint 


LET'S  DEFUSE  THE  POPULATION  BOMB 
— WITH  FREE  MARKETS 


BY  GARY  S.  BECKER 


The  Malthusian 
doomsayers  may 
have  it  wrong  again. 
What's  needed 
is  not  more  birth 
control  but  more 
economic  growth 
and  education 


GARY  S  BECKER,  THE  1992  NOBEl 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


Parson  Thomas  Malthus  is  alive  and  well 
and  living  at  the  U.N.  Rising  popula- 
tion is  on  a  collision  course  with  limited 
growth  in  food  supplies  and  other  life-sus- 
taining resources.  That  may  sound  like  a  sen- 
tence from  the  1798  Malthus  classic,  An  Essay 
on  the  Principles  of  Population,  but  it  was  in 
fact  one  of  the  themes  at  a  recently  concluded 
U.  N.  conference  that  paves  the  way  for  a 
massive  meeting  on  population  next  Septem- 
ber in  Cairo. 

One  hotly  debated  proposal  at  the  confer- 
ence calls  for  quadrupling— to  more  than  $4  bil- 
lion—the amount  the  U.  N.  gives  to  poor  na- 
tions for  family  planning  programs.  But  a 
study  by  Lance  Pritchett  of  the  World  Bank  in 
the  March,  1994,  issue  of  Population  and  Devel- 
opment Review  makes  a  persuasive  case  that 
people  in  poor  countries  have  lots  of  children 
because  they  want  large  families,  not  because 
they  don't  know  about  birth  control. 

Families  in  Third  World  countries  still  typ- 
ically have  more  than  six  births  because  chil- 
dren are  put  to  work  at  an  early  age.  But 
even  poor  parents  have  fewer  children,  howev- 
er, when  they  have  the  right  incentives.  As 
nations  develop,  attitudes  change:  Families 
come  to  prefer  having  fewer  and  better-edu- 
cated children  who  can  prosper  in  modern 
economies.  Economic  development  and  the  ed- 
ucation of  women,  not  family  planning  pro- 
grams, are  the  most  effective  contraceptives. 
better  off  today.  But  many  biologists,  ecol- 
ogists,  and  others  who  disagree  envision  dis- 
aster unless  the  population  surge  is  contained 
by  more  radical  means.  They  are  concerned 
because  the  world's  population  since  1950  has 
more  than  doubled— to  5.5  billion  people— 
and  is  projected  to  double  again,  to  11  billion, 
by  the  year  2055.  That  compares  dramati- 
cally with  the  more  than  100  years  it  took  for 
the  world's  population  to  double  after  1850, 
and  more  than  150  years  to  double  that  of 
1700.  They  also  worry  that  population  growth 
since  1950  has  been  especially  steep  in  the 
poorest  Third  World  countries.  The  African 
population  increased  from  200  million  people 
to  almost  700  million,  whereas  Asia's  total 
(even  excluding  Japan)  increased  from  1.3 
billion  to  just  over  3  billion. 

Staggering  increases.  Yet  I  do  not  believe 
they  are  necessarily  cause  for  alarm.  Popula- 
tion density  in  Africa  is  still  far  below  that  in 
Japan,  the  Netherlands,  Taiwan,  and  many 
other  affluent  countries.  Moreover,  the  neo- 
Malthusians  don't  seem  to  understand  that 
the  typical  Third  World  family  is  now  much 
better  off  than  40  years  ago.  Per  capita  in- 
comes in  most  of  these  nations  have  grown  at 


good  rates,  although  incomes  in  some  Africa 
countries  did  decline  during  the  1980s  or  eve 
earlier.  Third  World  populations  expanded  ra] 
idly  because  children  and  adults  live  muc 
longer  than  they  did  even  a  few  decades  ag 
not  because  families  there  are  having  mot 
babies.  They  are  having  fewer  babies.  Ho 
can  one  lament  population  growth  due  to  dr 
matically  fewer  deaths  from  malnutrition  ar 
contagious  diseases? 

Despite  some  terrible  famines,  nutrition  hi 
greatly  improved  in  most  Third  World  cou 
tries.  Food  is  cheaper  and  more  abundant  d 
spite  fewer  acres  in  the  world  devoted 
farming.  Rapid  technological  progress  in  agi 
culture  and  in  the  extraction  of  energy  r 
sources  has  greatly  increased  availability 
food,  oil,  gas,  and  other  natural  resources. 
education  push.  The  pessimists  respond  th 
what  happened  in  the  past  cannot  continu 
and  that  production  of  food  and  fossil  fu< 
will  be  unable  to  keep  up  with  the  much  lai 
er  populations  that  are  forecast  for  the  ne 
century.  Population  growth  may  pose  sor 
potential  long-run  problems  for  the  supply 
food  and  natural  resources,  but  those  pn 
lems  have  been  greatly  exaggerated  1 
scaremongers.  In  the  past,  countless  proj( 
tions  about  food  supplies  and  natural  resou: 
es  turned  out  to  be  far  too  pessimistic.  For  < 
ample,  unforeseen  technological  improvemer 
reduced  the  cost  of  food  and  natural  resourc 
during  this  century  despite  rapid  growth 
both  populations  and  industrial  output  tr 
was  expected  by  neo-Malthusians  to  sharf 
raise  these  prices. 

Population  forecasts  have  proved  similai) 
unreliable  and  have  often  simply  extrapolatf 
past  trends.  Birth  rates  fell  far  more  rapk! 
since  1950  than  had  been  expected  in  ColoJ 
bia,  Hong  Kong,  Mexico,  Taiwan,  and  oth 
poor  countries  that  had  rapid  economic  dev 
opment,  which  greatly  increased  the  edul 
tion  and  workforce  participation  of  worn* 
The  population  of  African  and  other  Thi 
World  countries  will  grow  more  slowly  th| 
is  being  predicted  if  these  nations  adopt 
market-  education-  and  export-oriented  pita 
cies  that  succeeded  for  the  Asian  tige 
Chile,  and  other  countries  that  grew  out 
poverty. 

The  U.  N.  can  best  contribute  to  reducM 
population  growth  and  misery  in  the  Th 
World  by  offering  sensible  economic  advice 
poor  nations.  The  advantages  of  free  mark 
and  basic  schooling  for  everyone  in  reducf 
the  desire  for  large  families  should  be 
major  theme  in  the  Cairo  population  coni 
ence  next  fall. 
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t's  say  that  you  operate  a  major  investment  firm.  And 
*<z£  )>0M  handle  in  the  neighborhood  of  17,000  transactions 
X/'E t^jftY^  Thing  is,  as  market  activity  increases, 
mr  computer  system  can  have  trouble  keeping  up.  Response 
w#  starts  to  lag.  Your  clients  begin  to  notice.  The  solution  1 
m   install  an  EMC  disk  storage  subsystem.    You  realize  a 

J^J^^)   |  E^V^J  E  *W  performance.  That  means 

m  can  handle  an  additional  5,950  transactions  each  business  day. 


Ifiich  means  that  your  computer  system  can  process  almost  1.5  million 
ore  transactions  per  year.  Of  course,  the  more  transactions  you  complete,  the 

YIORE  PROFITABLE 

ink.  Our  disk  storage  solutions  are  so  advanced,  they  can  improve  your 


)ttom  line.  For  more  information  on  a  disk  storage 
lution,  call  1-800-424-EMC2,  extension  GM4001B. 

©  1 994  EMC  Corporation.  EMC  and  (he  EMC  logo  are  trademarks  of  EMC  Corjmration. 


Imagine  what  it  wi 


The  Pentium™ processor  will 
have  an  amazing  effect  on  your 
favorite  applications. 

For  starters,  you"  11  be  able 
to  access  them  much  faster.  And 
even  your  most  demanding  soft- 
ware will  respond  quickly  to  your 
points  and  clicks.  Pentium  processor  performance 
also  means  no  waiting  for  graphics,  charts  and 
pictures  to  appear  on  screen.  They'll  just  be  there. 


All  the  leading  manufacturers  have  introduced 
designs  based  on  the  Pentium  processor,  and  these 
are  not  your  average  PCs.  In  addition  to  enhance- 


in' 


Pentium 


The  Intel  iCOMI* '  Index  o  f  Relative  Processor  Performance 
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For  best  wftware  performance  choose  a 

processor  with  o  higher  t(  'OMP ' M  index. 
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I't'M  Inlel  Corporation  'Source  iCOMP  A  Simplified  Measure  ot  Relali\e  Inlel  Microprocessor  Performance,  Intel  Corp..  IW2 


)  for  your  software. 


nts  such  as  more  RAM  and  larger  hard  drives, 
ny  feature  important  design  improvements  like 
PCI  local  bus.  That  means  they  can  handle  the 
st  innovative  technologies,  including  applica- 
is  like  Intel's  new  ProShare™ document  and  video 
iferencing  software. 

And  the  best  news  is  that  these  systems  are 
lilable  today,  at  surprisingly  affordable  prices. 

Finally,  because  it's  an  Intel  Inside® processor, 
1  can  be  assured  the  Pentium  processor  is  com- 


patible with  all  the  software  written  for  the  PC. 
Whether  it's  everyday  word  processing  software, 
or  CD-ROM  multimedia  applications. 

So  don't  leave  it  to  your  imagination.  See  for 
yourself  how  your  software  responds  to  the  power 
of  the  Pentium  processor.  For  more  information, 
call  1-800-395-7009,  Ext.  114. 


conomic  Trends 


BY  GENE  KORETZ 


BUSINESS  STARTUPS 
ADD  UP  TO  A  BRIGHTER 
JOBS  OUTLOOK 


Last  year's  pickup  in  U.S.  economic 
growth  has  been  inspiring  a  surge 
in  entrepreneurial  activity.  Dun  &  Brad- 
street  Corp.  reports  that  new  incorpora- 
tions rose  6%  in  1993,  to  the  highest  an- 
nual level  in  the  entire  postwar  period. 
The  increase  in  startups,  the  second  in  a 
row  after  four  years  of  decline,  "reflects 
growing  confidence  that  the  economic 
climate  favors  new  enterprises,"  says 
D&B  economist  Joseph  W.  Duncan. 

Another  sign  of  a  more  benign  eco- 
nomic climate  is  a  sharp  drop  in  the 
business-mortality  rate,  d&b's  tally  of 
business  failures  posted  an  11%  decline 
last  year  after  rising  for  five  straight 


HEW  BUSINESSES 
ARE  ON  THE  UPSWING 
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years  and  has  been  running  some  20% 
below  year-earlier  levels  so  far  in  1994. 

These  developments  are  reflected  in 
government  statistics.  The  Commerce 
Dept.'s  index  of  net  business  formation, 
which  is  classified  as  a  leading  indicator, 
has  been  on  an  upward  trend  since  mid- 
1992.  And  the  Bureau  of  Labor  Statistics 
has  been  steadily  increasing  the  num- 
ber of  jobs  it  includes  in  its  monthly 
payroll  employment  reports  to  reflect 
positions  created  by  business  startups 
missed  by  its  surveys— from  75,000  jobs 
early  last  year  to  115,000  earlier  this 
year  and  125,000  in  April. 

According  to  Duncan,  it  is  new  and 
small  businesses  that  are  largely  respon- 
sible for  the  recent  surge  in  employ- 
ment gains.  While  all  regions  of  the 
country  registered  increases  in  new  in- 
corporations last  year,  it's  no  accident 
that  the  Rocky  Mountain  region,  which 


led  the  pack  with  a  14.1%  rise,  also  came 
in  first  in  job  growth. 

Such  jobs  in  new  businesses  aren't 
necessarily  fly-by-night  affairs.  A  new 
D&B  study  traces  the  survival  rate  of 
companies  founded  in  1985,  most  of 
which  began  with  fewer  than  10  em- 
ployees. Despite  the  intervening  reces- 
sion, Duncan  reports  that  70%  of  these 
businesses  are  still  active  in  1994.  And 
almost  90%  of  this  group  have  either 
added  workers  or  employ  the  same  num- 
ber as  they  did  when  they  began. 


FOR  A  HEALTH-CARE 
PREVIEW,  TAKE 
A  LOOK  AT  HAWAII 


■  n  the  ongoing  debate  over  health-care 
I  reform,  many  groups  have  voiced 
fears  that  mandated  coverage  would 
spark  a  new  explosion  in  health  costs 
and  imperil  small  businesses. 

Are  such  fears  realistic?  In  a  recent 
report,  the  Government  Accounting  Of- 
fice evaluates  the  experience  of  Hawaii, 
the  one  state  to  have  implemented  a 
mandated  insurance  program. 

Since  1974,  Hawaii  has  required  all 
businesses  to  provide  a  basic  benefits 
package,  with  employees  required  to 
chip  in  a  maximum  of  1.5%  of  wages 
for  premiums.  (In  1991,  an  average  sin- 
gle worker  earning  a  monthly  wage  of 
$2,010  shelled  out  about  $30  a  month;  his 
or  her  employer  contributed  about  $60.) 
At  the  same  time.  Medicaid  covers  the 
poorest  Hawaiians,  and  a  state  program 
pays  all  or  part  of  the  cost  of  limited 
coverage  for  part-timers,  low-wage  earn- 
ers, and  others  who  aren't  covered  by 
Medicaid  or  employer  plans. 

How  successful  is  Hawaii's  health  sys- 
tem? Somewhere  between  93%  and  96% 
of  its  residents  enjoy  health  coverage, 
more  than  80%  via  employer  plans.  Since 
the  program  wasn't  intended  to  hold 
down  costs,  it's  no  surprise  that  per 
capita  health  care  spending  in  the  state 
(by  employers,  government,  and  the 
public)  has  risen  at  the  same  heady  pace 
as  in  the  nation  as  a  whole 

Private  health  insurance  premiums, 
on  the  other  hand,  have  risen  more 
slowly  and  were  about  23%.  below  the 
U.  S.  average  in  1991— an  achievement 
the  GAO  attributes  mainly  to  the  fact 
that  premiums  are  not  pushed  up  by 
cost-shifting  by  providers  to  pay  for  the 
medical  expenses  of  uninsured  people. 

The  GAO  also  finds  no  evidence  that 
mandated  insurance  has  harmed  small 
businesses  in  Hawaii.  In  fact,  most  small 
businesses  express  general  satisfaction 
with  the  insurance  system.  And  although 


they  complained  about  high  health-cai 
costs  and  taxes,  more  than  half  of  smi 
companies  surveyed  last  year  felt  til 
inflation  of  their  health-care  costs  w;> 
under  control. 


A  ROBUST  ECONOMY 

CAN  HELP  CURE 

A  SICK  ENVIRONMENT 


In  recent  years,  a  number  of  econl 
mists  have  questioned  the  Malthusii  I 
notion  that  economic  growth  inevitab 
entails  environmental  damage.  Instea 
they  have  argued  that  the  increased  p 
lution  associated  with  growth  in  mai 
poor  countries  is  followed  by  improv 
environmental  conditions  once  natiom 
income  reaches  a  critical  level. 

In  a  new  study  to  determine  whe 
that  point  may  lie,  Gene  M.  Grossm 
and  Alan  B.  Krueger  of  Princeton  Uij 
versity  analyze  data  on  14  air  and  wat'j 
pollutants  from  a  wide  range  of  couj 
tries  at  varying  income  levels.  Wh 
each  pollutant  peaks  at  a  different 
come  level,  in  general  the  study  fin 
that  environmental  quality  starts  to  i! 
prove  as  a  nation's  per  capita  gross  c 
mestic  product  approaches  $8,000  in  19 
dollars  on  a  purchasing-power  basis 

The  findings,  says  Krueger,  "refu 
claims  that  economic  growth  does  ii 
avoidable  harm  to  the  habitat."  Indee 
several  Latin  American  countries,  su 
as  Chile,  Mexico,  and  Venezuela,  as  w 
as  most  fast-growing  Pacific  Rim  Ratio 
(excluding  China),  have  achieved  incor 
levels  that  should  start  to  foster  an  i 
proving  environment.  The  bad  nev 
adds  Krueger,  is  that  about  70%  of  r 
tions  haven't  yet  reached  that  point, 


QUARTERLY  GROWTH: 
DOWN  TODAY 
UP  TOMORROW? 


Economy  watchers  may  get  a  surpr 
when  first-quarter  gross  domes 
product  is  revised  in  a  few  weeks.  Ec< 
omist  Paul  McCulley  of  UBS  Securit 
Inc.  says  March  data  suggest  the  grow 
rate  could  be  lowered  appreciably. 

Other  things  being  equal,  McCulIj 
estimates  that  March  readings  on  c<| 
struction  and  factory  and  wholesale 
ventories  point  to  a  downward  revisi 
in  first -quarter  growth  from  2.6%  to 
der  2%.  Such  a  revision  might  calm  in 
tion  worries  for  a  while,  but  the  iron} 
that  lower  inventories  and  construct 
in  the  first  quarter  argue  for  a  strong 
rebound  in  the  second. 
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Call  Today  for  FREE  No-obligation  Information! 


Underwritten  oy: 

American  General  Life 

Houston,  Texas 

A  Subsidiary  of  American  General  Corporation 


A  AMERICAN 


'Here's  an  exciting  new 
way  to  say  I  love  you. 
It's  the  ultimate  gift! 

I  want  to  tell  you  about  the  most  lasting, 
loving  gift  of  financial  security  that  I  have 
ever  come  across.  The  Ultimate  Gift  Certificate 
truly  is  the  gift  that  lasts  beyond  a  lifetime." 

Dick  Clark 


As  Dick  Clark  discovered  when  he  purchased  the  very  first 
Ultimate  Gift  Certificate,  it  is  the  most  revolutionary,  enduring, 
loving  gift  ever  made  available  for  family  and  loved  ones,  and  it  costs 
just  pennies  on  the  dollar. 

A  $250,000  Gift  Certificate,  costing  as  little  as  $1,837*  yearly  or  one 
payment  of  $25,786*,  can  provide  a  legacy  of  wealth  for  your  children, 
grandchildren,  friend,  employee  or  your  favorite  charity.  This  unique 
Gift  Certificate  is  backed  by  a  $250,000  life  insurance  policy,  underwritten 

by  American  General  Life,  which  can 
potentially  increase  the  value  of  your  asset  up 
to  10  times  its  original  value  upon  your  death. 

Available  for  individuals  in  $50,000  to 
$5,000,000  Gift  Certificates  with  payments  of 
one  to  ten  or  more  years.  Call  toll-free  for  more- 
detailed  information  on  how  The  Ultimate 
Gift  Certificate  can  work  for  you! 

THE 


$250,000 

Gift  Certificate  Costs 
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Yearly 

One  Time 
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$1,837 

$25,786 

60 

$2,522 

$34,641 

65 

$3,537 

$47,256 

70 
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$82,472 

80 

$11,572 

$108,419 
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Available  in  $50,000 
to  $5  Million 
Certificates 

1-800/977- GIFT  (977-4438) 

Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars,  Suite  500,  Los  Angeles.  California  90067 

•Based  on  a  last-to-die  universal  life  insurance  policy  issued  by  American  General  Lite  Insurance  c  ompany,  Houston.  Texas, 
policy  form  no  91 106;  on  a  male  and  female,  nonsmoker,  with  current  expense  charges,  interest  and  cost  of  insurance  rates, 
any  of  which  may  change  and  affect  policy  values  Actual  policy  values  also  depend  upon  medical  underw  riting  results.  (In 
New  York:  American  General  Life  Insurance  Company  of  New  York.  Syracuse.  NY.  policy  form  no  89106  Policy  values  may 
differ )  Individual  policies  are  available 

This  is  a  paid  endorsement.  <  1994 


If 


The  Ultimate  Gift  Certificate  preserves  the  American 
dream  for  your  family  and  for  future  generations" 

Dick  Clark 


For  more  information  on  how  to  give  the  gift  that  lasts  beyond  a  lifetime: 
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Return  the  questionnaire  to: 

77*e  Ultimate  Gift  Certificate 
Wealth  Creation  Centers  SM 
1901  Avenue  of  the  Stars 
Suite  500 

Los  Angeles,  CA  90067 

Send  l\o  Money 

We  will  help  you  make  a  no-cost 
appointment  with  a  local  medical 
group  to  qualify  you  for  rates 


Qualification  for  life  insurance  is  subject  to  approval  by 
American  General  Life  and  takes  approximately  six  weeks. 
You  can  then  make  your  decision  based  on  final  rate  results. 

The  death  benefit  of  your  policy  can  be  designed  to  be 
completely  free  of  estate  and  income  taxes  under 
current  federal  laws 


I  Payments  of  1  to  10  years  or  over  a  lifetime 
I  Available  for  individuals  in  $S(),(KX)  to  $5,000,000  Certificates) 

Please  mail/fax  the  form  below  to  Wealth  Creation  C  enters 


Help  me  schedule  a  no-obligation  medical  examination 
Send  more  information 


Your  Name: 


Spouse 

Your  Date  of  Mirth 

Spouse's  Date  of  Mirth: 
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City:                                                      state:  Zip: 

Home:(  ) 
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Available  Date  for  Exam: 

l  ime  Preferred 
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□  Good  □  Poor 
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Your  Spouse's  Health: 

|  Excellent  ]  Fair 

Good  □  Poor 

J  Nonsmoker  1  Smoker 


$100,000  Gift 
$1,000,000  Gift 
Other  $  _ 
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America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars,  Suite  500 
Los  Angeles,  California  90067 


Call  for  more  information: 

800/977-GEFT 

or  Fax  310/282-0775 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


RING  IS  HOT. 

ILL  THE  FED  CLAMP  DOWN  HARD? 


?W'S  THIS  FOR 
OB  GROWTH? 


|  he  Federal  Reserve  appears  to  be  only  days  away 
from  its  fourth  tightening  of  monetary  policy  in  as 
many  months.  And  after  back-to-back  robust  job 
is,  the  shell-shocked  financial  markets  now  have  a 
question  to  sweat  through:  Will  the  Fed  need  to 
interest  rates  more  than  expected  in  order  to  cool  off 
economy? 

3  markets  have  generally  interpreted  the  Fed's  inten- 
:o  shift  policy  from  accommodative  to  neutral  as  a 
in  the  overnight  federal  funds  rate  from  3%  to  the 
-4M%  range.  But  after  seeing  the  Labor  Dept.'s  latest 
'  employment  data,  which  belie  the  recently  reported 
own  in  first-quarter  economic  growth  to  2.6%,  the  fi- 
al  markets  now  worry  that  the  economy's  true 
th  trend  is  upwards  of  4%  and  that  neutral  policy 
not  be  tight  enough. 

Wall  Street  knows  that  the 
job  market  has  been  this  expan- 
sion's steadiest  beacon.  And  in 
April,  companies  beefed  up  their 
payrolls  by  a  surprisingly  large 
267,000  workers,  a  gain  that 
would  have  been  at  least  337,000 
if  not  for  70,000  striking  Team- 
sters, who  are  now  back  at 
work.  The  March  surge,  expect- 
ed to  be  revised  down,  was  in- 
stead put  even  higher,  at 
30,  and  the  February  gain  was  revised  sharply  up- 
3,  to  278,000.  That's  more  than  a  million  new  jobs, 
istest  three-month  growth  in  five  years  (chart), 
if  confirming  the  bond  market's  worst  fears  of  rap- 
)wth  and  rising  inflation,  the  April  job  data  touched 
e  largest  one-day  bond  sell-off  since  the  Iraqi  invasion 
iwait  in  August,  1990.  By  May  9,  the  yield  on  the 
imark  30-year  Treasury  bond  had  soared  to  7.65%, 
ighest  since  December,  1992. 

WERE  The  bond  market  appears  to  be  begging 
IGHTIHG  for  more  aggressive  action  from  the  Fed. 
THE  Indeed,  the  market's  reaction  to  the  Fed's 

rate  hikes  is  far  removed  from  past  expe- 
On  average,  over  three-month  periods  from  1977  to 
resent,  a  one  percentage-point  change  in  the  federal- 
rate  has  led  to  only  an  0.21  point  change  in  the  30- 
bond  yield. 

wever,  from  early  February  to  early  May,  the  feder- 
ds  rate  rose  0.75  percentage  points,  while  the  bond 
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WHERE  IT  STOPS, 
HOBODY  KNOWS 
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yield  surged  1.3  points  (chart).  Certainly,  markets  are 
now  more  volatile,  but  even  if  this  historical  relationship 
is  off  by  a  factor  of  three,  yields  should  still  be  less  than 
7%,  unless  the  bond  market  expects  significantly  more 
tightening. 

The  bond  market  may  have  allies  in  Washington.  As  the 
Fed's  May  17  policy  meeting  approaches,  an  internal  de- 
bate appears  to  be  brewing  over  just  how  aggressive 
policy  should  be.  According  to  a  May  10  report  in  the  Los 
Angeles  Times,  anti-inflation  hawks  at  the  Fed  believe 
rate  hikes  are  warranted  as  long  as  the  jobless  rate  is  be- 
low 6.5%  and  economic  growth  is  greater  than  2.5%. 

The  hawks  also  think  that  the 
federal-funds  rate  may  have  to 
rise  to  5%  or  higher  in  the  com- 
ing year.  The  jobless  rate  dipped 
to  6.4%  in  April,  and  economic- 
growth  has  exceeded  2.5%  in 
each  of  the  past  three  quarters. 
Others,  including  Fed  Chairman 
Alan  Greenspan,  believe  in  less 
rigid  parameters. 

Are  the  Fed  hawks  and  the 
bond  market  right,  or  is  this 
much  ado  about  nothing?  Despite  the  hefty  job  numbers, 
the  latest  flurry  of  concern  about  the  inflation  outlook  still 
seems  to  be  an  overreaction. 

First  of  all,  the  U.  S.  economy  is  not  firing  on  all  cylin- 
ders. Although  its  structural  barriers  to  growth  are  clear- 
ly easing,  the  economy  is  still  constrained  by  restrictive 
fiscal  policy,  defense  cuts,  corporate  restructuring,  im- 
port penetration,  and  debt  burdens.  Moreover,  fierce  for- 
eign competition  and  faster  productivity  growth  are  curb- 
ing price  pressures. 

I WAGE  In  particular,  productivity  gains  appear 

INFLATION  to  be  lasting,  not  fleeting  as  they  usually 
HAS  HO  are  in  a  recovery.  That  means  the  econo- 
'UFL  my  can  grow  faster  than  2.5%,  and  the 

jobless  rate  can  go  below  6.5%  without  generating  price 
pressures.  Measured  as  output  per  hour  worked,  non- 
farm  productivity  growth  slowed  to  an  annual  rate  of 
0.5%  in  the  first  quarter,  but  that  followed  a  6.4%  surge  in 
the  fourth  quarter  of  1993. 

Looking  at  the  trend,  productivity  is  up  2.6%  from  a 
year  ago,  a  stellar  performance  for  the  third  year  of  an  ex- 
pansion. And  during  the  first  three  years  of  the  upturn, 
corporate  efficiency  has  risen  at  a  2.5%  annual  rate.  That 
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pace  is  much  faster  than  during  the  expansions  following 
the  1973-74  and  1981-82  recessions,  even  though  those  re- 
coveries were  far  stronger. 

The  resulting  benefit  for  inflation  is  the  modest  pace  of 
unit  labor  costs.  These  unit  costs  surged  at  a  5%  pace  last 
quarter.  That  was  clearly  overstated,  though,  because 
the  5.6%  advance  in  hourly  compensation  was  far  out  of 
line  with  the  earlier-reported  rise  in  Labor's  own  em- 
ployment cost  index.  Unit  labor  costs  are  up  a  mere  0.8% 
from  a  year  ago,  the  slowest  annual  pace  in  10  years,  sug- 
gesting that  wage-push  inflation  simply  has  no  fuel. 

The  impact  of  productivity  gains  on  unit  labor  costs  in 
manufacturing  is  especially  striking.  Yearly  growth  in 
factory  efficiency  stood  at  a  stunning  6.6%  last  quarter, 
while  unit  labor  costs  were  down  1.7%  (chart). 

I THE  PACE  Of  Market  phobias  aside,  what  does  the  latest 
JOB  labor  report  say  about  the  economy? 

GROWTH  IS  There's  no  denying  that  the  jobs  and 
UHEVEH  hours-worked  data  were  robust,  but  wage 
growth  remains  modest.  With  productivity  gains,  bigger 
payrolls  don't  automatically  mean  surging  labor  costs. 

One  reason  for  tame  wage 
pressures  is  that  the  demand  for 
labor  has  been  very  uneven.  The 
percent  of  companies  adding  jobs 
has  averaged  just  58%  so  far  this 
year.  In  other  expansions,  the 
rate  has  hit  70%. 

The  biggest  winners  so  far  this 
year  have  been  skilled  workers. 
The  unemployment  rates  for 
skilled  employees— from  manag- 
ers to  repairmen— are  falling 
much  faster  than  the  rates  for  lesser-skilled  workers. 
And  since  skilled  labor  is  where  productivity  gains  tend  to 
be  greater,  any  pay  increases  caused  by  tighter  labor 
markets  are  being  offset  by  more  efficiency. 
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DEBT  BURDEKS  ARE 
STILL  MANAGEABLE 


In  April,  the  bulk  of  the  jobs  created  were  servic 
slots  that  tend  to  be  low-paid  or  part-time.  Of  the  184,01 
new  private-service  jobs,  76%  were  in  restaurants,  temp< 
rary  help,  and  health  care.  But  because  there  is  sfci 
some  slack  in  the  labor  markets,  wage  growth  remair 
low.  Hourly  nonfarm  wages  rose  3<P,  to  $11.06.  Over  th 
past  year,  wages  are  up  2.7%,  about  the  same  moderat 
pace  as  in  the  12  months  before  that 

In  addition,  many  of  the  new 
service  jobs  usually  do  not  carry 
benefits,  thus  reducing  labor 
costs.  Companies  have  also  used 
longer  hours  to  avoid  hiring  new 
workers,  thereby  cutting  down 
on  benefits.  The  factory  work- 
week stayed  at  its  record  high  of 
42.2  hours  in  April.  The  overall 
nonfarm  workweek  was  also  un- 
changed at  a  lengthy  34.7  hours 
last  month. 

More  people  working  does  mean  more  cash  for  consi 
mers  to  spend.  The  huge  job  gains  in  April,  along  with 
0.3%  rise  in  weekly  pay,  to  $383.78,  suggest  another  goc 
increase  in  wages  and  salaries.  And  the  uptrend  in  incon 
will  lift  consumer  spending  at  a  moderate  pace  this  yea 

Better  cash  flow  is  also  making  it  easier  for  consi 
mers  to  borrow.  Installment  credit  jumped  $7.4  billion 
March.  But  because  income  is  rising  just  as  fast,  debt  ou 
standing  stood  at  16.4%  of  disposable  earnings  in  the  fir; 
quarter,  way  below  its  peak  rate  of  18.7%  in  '89  (chart 
Credit  growth  may  slow  soon,  especially  since  the  spem 
ing  boom  in  consumer  durables  is  starting  to  taper  off. 

The  bond  market,  though,  has  latched  onto  the  idea  thi 
more  jobs  will  mean  a  wage-driven  flare-up  in  inflatio; 
But  what  the  markets  seem  to  be  forgetting  is  that  er 
ployees  are  producing  more  with  every  hour  worke 
And  the  impressive  gains  in  productivity  are  why  growl 
is  not  the  enemy. 


'90    '91    '92    '93  '94 
A  PERCENT  OF  AFTERTAX  INCOME 
DATA;  FEDERAI  RESERVE,  COMMERCE  DEPT.,  B\ 


THE  WEEK  AHEAD 


INDUSTRIAL  PRODUCTION 


Monday,  May  16,  8:30  cum. 
Output  at  the  nation's  factories,  mines, 
and  utilities  probably  increased  by  0.3% 
in  April.  That's  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
Output  has  increased  for  10  consecutive 
months,  including  a  strong  0.5%  advance 
in  March.  The  April  gain  is  suggested 
by  the  rise  in  factory  payrolls,  along 
with  the  record  length  of  the  manufac- 
turing workweek.  Motor-vehicle  produc- 
tion, however,  probably  declined  in  April 
after  growing  at  a  58.6%  annual  rate  in 
the  first  quarter.  The  expected  rise  in 
total  output  indicates  that  industrial-op- 


erating rates  edged  up  to  83.7%  last 
month  from  83.6%  in  March. 

HOUSING  STARTS  

Tuesday,  May  17,  8:30  <l»i. 
Housing  starts  likely  slipped  to  an  annu- 
al rate  of  1.45  million  in  April  from  1.47 
million  in  March.  However,  a  rise  in  con- 
struction payrolls  suggests  starts  may 
have  been  stronger  last  month. 

TRADE  BALANCE  

Thursday,  May  19,  8:30  a.m. 
The  trade  deficit  for  goods  and  services 
probably  narrowed  to  $8.3  billion  in 
March,  from  $9.7  billion  in  February, 
say  the  MMS  economists.  For  goods 
alone,  an  expected  rise  in  exports  and  a 


drop  in  imports  mean  a  merchandii 
trade  deficit  of  $11  billion  in  March,  fro 
$13.9  billion  in  February. 

FEDERAL  DEFICIT 


Friday,  May  20 

The  federal  government  will  likely  r 
port  a  surplus  of  $20  billion  for  Apr 
the  month  when  the  bulk  of  all  U. 
personal-income  taxes  are  paid.  The  go 
ernment  had  a  surplus  of  $8.1  billion 
April,  1993,  but  a  tax-rate  hike  < 
wealthier  families  in  1993  lifted  th 
April's  receipts.  On  May  10,  Budget  I 
rector  Leon  Panetta  said  the  deficit  f 
fiscal  1994,  which  ends  in  Septembe 
will  total  $225  billion,  compared  wil 
$235  billion  projected  in  February. 
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Wick  Simmons,  CEO  Prudential  Securities 


o 

 i   

It's  my  job  to  set  the  tone  for  this  company. 


O 

 — _  , — _  

That  starts  with  laying  it  on  the  line  inside  the  company  and  out.  We  call  that  straight  talk. 


e 

Straight  talk  means  our  investors  hear  the  upside  and  downside  of  every  opportunity. 


O 


It  also  means  facing  up  to  hard  issues-admitting  mistakes  and  fixing  them. 


0 


Straight  talk  means  if  we  fall  short,  we'll  hear  about  it.  That's  good.  It  makes  us  do  better. 


0 


Straight  talk  is  more  than  words  at  the  end  of  an  ad.  It's  something  we  have  to  live  by. 


Prudential  Securities  (Sfe 


Prudential  Securities  today.  It  starts  with  straight  talk. 
To  speak  to  a  broker  call  800-654-5454. 
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BORDERLESS 
MANAGEMENT 

COMPANIES  STRIVE  TO  BECOME  TRUIY  STATELESS 


From  Henry  Ford's  earliest  days  sell- 
ing the  Model  A  Runabout,  Ford 
Motor  Co.  was  an  international  en- 
terprise. Five  years  after  its  founding 
in  1903,  it  set  up  its  first  overseas  sales 
branch,  in  France.  By  1911,  it  was  mak- 
ing cars  in  Britain.  But  more  than  80 
years  and  dozens  of  overseas  operations 
later,  Ford  is  still  trying  to  figure  out 
what  it  means  to  be  a  global  company. 

Ford,  which  announced  a  massive  re- 
organization in  April,  isn't  alone.  On 
May  6,  IBM  said  that  it  will  reshuffle  its 
worldwide  sales,  manufacturing,  and  en- 
gineering operations  to  better  take  ad- 
vantage of  global  markets— 
and  break  down  internal 
barriers.  Then,  just  three 
days  later,  drug  giant  Bris- 
tol-Myers Squibb  Co.  an- 
nounced a  remaking  of  its 
consumer  businesses  in  an 
effort  to  expand  more  ag- 
gressively abroad. 

The  moves  make  one 
thing  clear:  With  world  mar- 
kets rapidly  merging,  com- 
panies that  have  been  slow 
to  globalize  their  manage- 
ment structures  now  have 
to  scramble  to  play  catch- 
up. IBM,  for  instance,  studied 
Swiss-Swedish  power-equip- 
ment giant  Asea  Brown 
Boveri  Ltd.,  which  reorga- 
nized in  1988,  before  changing  its  market- 
ing and  sales  structure.  And  to  come  up 
with  a  model  for  its  new  global  organiza- 
tion, Ford  boned  up  on  the  operations  of 
such  rivals  as  Volkswagen  and  Toyota, 
as  well  as  trendsetters  such  as  General 
Electric,  Hewlett-Packard,  and  Xerox. 

This  latest  round  of  reorganizations 
comes  from  companies  that  have  stream- 
lined domestic  operations  and  now  are 
looking  for  efficiencies  abroad.  The  re- 
sult: dramatic  changes  in  the  way  these 
U.S.  giants  work.  Their  aim:  to  break 
down  national  barriers  inside  the  compa- 
nies. IBM,  for  instance,  is  organizing  its 


The  days  of  a 
corporation 
cloning  itself 
abroad  are  over. 
As  global 
markets  merge, 
those  companies 
slow  to 

reorganize  are 
now  scrambling 
to  catch  up 


marketing  and  sales  staffs  into  14 
industry  groups,  such  as  banking 
and  retail,  rather  than  by  country. 

The  shakeup  at  Ford  is  even  more 
dramatic:  It  is  merging  its  large  and 
culturally  distinct  European  and 
North  American  auto  operations  and 
plans  to  later  fold  in  Latin  America 
and  the  Asia-Pacific  region.  Why  both- 
er? Chairman  Alexander  J.  Trotman 
sees  Ford  as  being  in  "an  all-out  race" 
to  make  more  efficient  use  of  its  engi- 
neering and  product  development  money 
against  rapidly  globalizing  rivals. 

The  downside  of  moving  toward  a 
global  organization,  howev- 
er, can  be  considerable. 
When  a  company  centraliz- 
es all  product  development, 
as  Ford  plans  to  do,  a  mis- 
take that  could  have  been 
confined  to  a  single  country 
or  region  could  become  a 
global  disaster.  "If  you  mis- 
judge the  market,  you  are 
wrong  in  15  countries  rath- 
er than  only  in  one,"  says 
one  European  executive. 

Yet  the  potential  advan- 
tages are  tantalizing.  Ford, 
for  example,  estimates  that 
by  globalizing  its  product 
development,  purchasing 
and  supply,  and  other  ac- 
tivities, it  could  save  up  to 
$3  billion  a  year.  Much  of  these  savings 
would  come  by  pooling  resources  and 
eliminating  numerous  turf  wars  that 
have  come  from  earlier  forays  abroad. 
Years  ago,  companies  with  international 
ambitions  simply  cloned  themselves  off- 
shore, creating  miniversions  of  the  par- 
ent company  in  each  country. 
mixed  formats.  That  model  is  becoming 
obsolete.  McDonald's  Corp.  still  custo- 
mizes its  menus  by  region,  and  PepsiCo 
Inc.'s  Frito  Lay  Div.  has  a  new  Dorito 
chip  for  the  British  market  that  differs 
in  both  taste  and  texture  from  the 
American  version.  But  more  often,  play- 


ing to  local  taste  is  no  longer  necessai  as 
One  example:  Italians  once  preferr  it 
front-loading  washers,  while  the  Fren  I 
insisted  on  top-loading  models.  Whi  r 
pool  Corp.,  which  acquired  the  appliar  lai 
division  of  Netherlands-based  Phili]  i 
has  made  its  name  in  Europe  partly  \\ 
breaking  down  such  traditions  with  m(  t 
standardized  models. 

Globalization  isn't  taking  any  o 
form.  Indeed,  most  companies  ha  ) 
adopted  mixed  organizational  forma  u 
Consider  Unilever  PLC,  the  consurr  i 
products  giant.  It  uses  a  classic  regioi  ? 
structure  with  local  managers  in  thi  i 
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CUTTING  TO 
THE  GLOBAL  CHASE 

With  world  markets  merging  like  nev- 
er before,  Corporate  America  is  redou- 
bling efforts  to  globalize  operations. 
Here  are  three  of  the  latest  strategies: 

To  save  up  to  $3 
billion  a  year, 
Ford  is  merging 
its  manufacturing,  sales,  and  product 
development  operations  in  North 
America  and  Europe — and  eventually 
in  Latin  America  and  Asia.  And  in  a 
move  toward  a  more  horizontal  organ- 
ization, the  company  is  setting  up 
five  program  centers  with 
worldwide  responsibility  to 
develop  new  cars  and  trucks. 


-3  — —  — -  Big  Blue  is 
reorganiz- 
~  —  "  —  ing  its  mar- 
keting and  sales  operations  into 
14  worldwide  industry  groups, 
such  as  banking,  retail,  and  insur- 
ance. In  moving  away  from  an  organ- 
ization based  on  geography,  IBM 
hopes  to  eliminate  turf  wars  and  make 
itself  more  responsive  to  customers. 

Bristol-Meyers  Squibb  is 
revamping  its  consumer 
business  by  installing  a 
new  chief  responsible  for 
its  worldwide  consumer  medicines 
business  such  as  Bufferin  and  Exced- 
rin.  The  $114  billion  drug  company 
also  has  formed  a  new  unit  with  world- 
wide responsibility  for  its  Clairol  and 
other  hair-care  products. 


;  of  the  world:  Africa/Middle  East, 
1  America,  and  East  Asia/Pacific, 
in  Europe  and  North  America, 
e  consumer  preferences  are  more 
ar,  the  structure  is  different.  The 
dent  of  Lever  Brothers  Co.  in  New 
,  for  example,  reports  to  the  Unilev- 
orldwide  detergents-product  coor- 
,or  in  London. 

ny  Corp.  organizes  its  global  opera- 
into  four  zones:  Japan,  America, 
pe,  and  the  rest  of  the  world.  But 
headquarters  also  boasts  world- 
product  groups  that  exercise  broad 
igement  oversight  of  their  business- 


es. And  at  IBM,  the  latest  reorganiza- 
tion still  stops  short  of  axing  geograph- 
ic chieftains,  though  frontline  client  reps 
will  now  report  to  industry-specific 
groups  with  broader  powers. 
"MUG'S  game."  Few  executives  have 
embraced  global  strategies  more  whole- 
heartedly than  Percy  Barnevik,  abb's 
chief  executive.  Barnevik's  1988  over- 
haul of  abb  has  forced  country  managers 
and  product  executives  to  set  aside  turf 
battles  to  tackle  problems  and  woo  cus- 
tomers. For  such  an  effort  to  succeed, 
contends  Barnevik,  "the  ceo  has  to  lead 
the  whole  process.  He  has  to  be  con- 


vinced, and  he  has  to  be  convincing." 

Simply  redrawing  lines  on  an  organ- 
ization chart  doesn't  make  a  company 
global.  "Changing  the  boxes  without 
changing  the  way  you  manage  the  boxes 
is  kind  of  a  mug's  game,"  says  Dick 
Ogren,  who  headed  up  the  Ford  study 
team  that  led  to  the  recent  changes. 
"It's  not  going  to  give  you  the  results 
you're  looking  for." 

CEO  Trotman  knows  that.  Under  the 
new  organization,  product  development 
will  be  coordinated  by  five  program  cen- 
ters, four  of  them  stateside.  Avoiding 
Detroit  myopia  will  be  a  challenge.  "I 
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worry  that  Ford  is  not  going  to  get 
enough  international  input,"  says  one 
former  Ford  executive.  To  counteract 
that,  Trotman  assigned  all  small-car  de- 
velopment to  be  handled  by  Ford's  Euro- 
pean engineers.  U.  S.  teams  are  charged 
with  designing  larger  cars,  minivans, 
sport  utilities,  and  pickup  trucks— mar- 
kets where  American  vehicles  often  set 
the  standard.  Each  center  also  will  boast 


worldwide  representatives  from  all  of 
the  company's  functions,  from  sales  to  fi- 
nance and  manufacturing. 

Yet  success  is  by  no  means  assured. 
Barriers  to  change  are  everywhere. 
Ford,  for  instance,  lacks  compatible  com- 
puter systems  between  North  Ameri- 
can and  European  operations,  making 
cooperation  and  communication  across 
borders  more  difficult  than  need  be. 


But  the  auto  maker,  IBM,  and  others 
figure  they  have  little  choice  but  to  at- 
tack such  problems.  To  fail  at  these! 
new  globalization  efforts  would  be  like 
Henry  Ford  never  having  gone  beyond 
the  Runabout. 

By  John  A.  Byrne  in  New  York  and 
Kathleen  Kerwin  in  Detroit,  with  Amu 
Cortese  in  New  York  and  Paula  Dwyer  iri 
London 


LABOR  I 


THE  STEELWORKERS 

VS.  THE  'SMILING  BARRACUDA' 


Facing  a  vote,  AK  Steel's  Tom  Graham  is  dead  set  on  keeping  the  union  out 


1983 


1986 


1992 


on't  get  Thomas  Graham  start- 
ed on  labor/management  commit- 
tees. He  hates  them.  The  chair- 
man of  AK  Steel  Corp.  recalls  endless 
meetings  from  his  days  at  ltv  Corp.  in 
the  '70s,  when  debates  raged  about 
where  to  hang  shovels  in  the  mills.  Gra- 
ham has  been  battling  unions  ever  since. 
Not  surprisingly,  he  passed  when  other 
Big  Steel  companies  signed  cooperative 
pacts  last  year  with 
the  United  Steel- 
workers,  guarantee- 
ing jobs  and  grant- 
ing board  seats  to 
union  representatives. 

Now,  Graham  and 
labor  are  about  to 
face  off  again.  On 
May  26,  3,348  work- 
ers at  AK's  Middle- 
town  (Ohio)  mill  will 
vote  on  replacing 
AK's  independent  un- 
ion with  the  usw. 
Both  sides  are  blan- 
keting billboards  and 
telephone  poles  in 
the  small  town,  warn- 
ing of  disaster  if  the  other  side  wins. 
PROVING  GROUND.  In  Graham,  the  union 
faces  a  formidable  opponent.  The  dour 
67-year-old  former  president  of  usx 
Corp.'s  U.  S.  Steel  unit  is  known  among 
workers  as  the  "Smiling  Barracuda"  be- 
cause of  his  penchant  for  slashing  costs. 
The  usw  has  targeted  Graham  ever 
since  he  slashed  U.  S.  Steel's  workforce 
by  73%  from  1983  to  1990.  He  has  used 
similar  tactics  to  cut  costs  at  AK,  the 
No.  6  integrated  steelmaker,  formerly 
known  as  Armco  Steel  Co. 

The  Middletown  vote  sets  up  a  mar- 
quee matchup  between  Graham  and  the 
feisty  new  president  of  the  Steelwork- 
ers,  65-year-old  George  Becker,  who  took 


over  in  March.  Beating  the  Barracuda 
would  cement  Becker's  hold  on  the  inte- 
grated steel  industry  and  give  his  union 
a  much-needed  public-relations  victory. 
That's  important  for  USW  organizing 
campaigns  in  outside  industries,  from 
airlines  to  hospitals. 

Graham  remains  one  of  the  few  hold- 
outs against  the  new  line  of  labor-man- 
agement harmony  spreading  through 


ton.  In  April,  he  took  the  company  pub 
lie,  selling  stock  in  Armco  Steel— a  join 
venture  between  Armco  Inc.  and  Japan': 
Kawasaki  Steel  Corp.  After  issuing  $45J 
million  of  new  equity,  Graham  emerge( 
with  a  cleaner  balance  sheet  and  th< 
new  AK  Steel  name.  "They've  got  i 
great  start  back  to  profitability,"  say: 
Thomas  M.  Van  Leeuwen,  an  analyst  a 
cs  First  Boston  Corp. 
warnings.  True  enough,  assuming 
there's  labor  peace.  In  daily  newspapei 
ads,  the  company  reminds  workers  o: 
an  ongoing  USW  strike  at  Allegheny  Lud 
lum  Corp.  Company  mailings  to  workers 
homes  calculate  that  the  average  AK  em, 
ployee  would  have  lost  more  than  $5,00( 
in  a  similar  strike  at  Middletown. 

Meanwhile,  the  USW  warns  that  AI 
workers  will  face  relentless  cycles  o 


TOM  GRAHAM,  LABOR  SCOURGE 


Graham  becomes  president  of  U.S.  Steel 
and  eventually  slashes  the  workforce  by 
73%.  Steelworkers  dub  him  the  Smiling  Barracuda. 


GRAHAM:  HE  LEADS 
IN  OPERATING 
PROFITS  PER  TON 


Graham  faces  down  U.S.  Steel's  unions 
in  a  painful  six-month  strike. 

At  Armco  Steel  (now  AK  Steel)  he  cuts 
the  workforce  by  25%,  partly  by  contract- 
ing out  work-which  reduces  union  influence. 


At  AK,  Graham  resists  adding  union 
representatives  to  his  board  and 
bringing  the  union  in  on  management  decisions. 


1994 


steel  and  other  unionized  industries 
(page  70).  To  him,  cooperation  spells 
slower  decisions  and  less  control,  which 
weakens  AK's  competitive  stance  against 
foreign  companies  and  nonunion  mini- 
mills.  And  the  docile  union  that  now 
represents  Middletown  workers  has  held 
only  one  five-day  strike  in  the  company's 
95-year  history,  allowing  Graham  to  re- 
assure customers  that  strikes  won't  dis- 
rupt supplies. 

The  usw  challenge  comes  just  as  Gra- 
ham's old-style  management  seems  to 
be  paying  off.  In  his  two  years  in  Mid- 
dletown, AK  cut  its  labor  hours  per  ton 
by  33%  and  chalked  up  the  integrated 
industry's  highest  operating  profits  per 


layoffs  as  Graham  trims  costs.  "AK  stee 
workers  deserve  the  same  protection  [ 
that  the  rest  of  the  steel  industry  has 
says  Becker.  Plenty  of  workers  seem  t 
agree.  "If  he'd  spend  as  much  time  bai  i 
gaining  with  us  instead  of  working  o  | 
keeping  the  Steelworkers  out,  then  w  r 
wouldn't  need  [the  USW],"  says  Tom  Soi 
rell,  who  has  been  a  repairman  at  thi 
Middletown  works  for  22  years. 

Graham  has  promised  to  stay  aboar 
until  he's  70.  But  unless  he  can  pull  off 
last-minute  surprise  victory,  he's  like! 
to  face  three  long  years  of  those  labo: 
management  meetings  he  hates  so  mucl 

By  Keith  L.  Alexander  in  Middletow  * 
and  Stephen  Baker  in  Pittsburgh 
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W  FROM  NISSAN: 
VERSE  STICKER  SHOCK 


t  keep  its  momentum  with  the  cheaper  '95  Maxima? 


wasn't  the  blaze  of  flashing  lights, 
e  dense  artificial  smoke,  or  the 
her  hoopla  that  got  the  crowd  go- 
;  the  $5  million  extravaganza  that 
a  Motor  Corp.  mounted  on  May  10 
Toduce  its  spanking  new  Nissan 
na  to  its  1,093  dealers.  Indeed,  the 
;topper  wasn't  so  much  the  model 
as  its  price:  the  made-in-Japan 
na  is  hitting  U.  S.  showrooms  in 
lay  with  a  base  sticker  of  under 
)0-nearly  $2,500  less  than  the  1994 
)n  it  replaces. 

isan  is  on  a  roll,  and  the  new  Max- 
3  designed  to  keep  it  going.  From 
sales  of  830,767  vehicles  in  1985, 
n  began  a  sickening  slide  through 
30s  that  didn't  bottom  out  until 
Then,  18  months  ago,  it  launched 
14,000  Altima,  the  auto  maker's 
competitive  entry  in  the  lucrative 
et  for  family  sedans  such  as  the 
Taurus,  Honda  Accord,  and  Toyota 
y.  With  an  added  boost  from  a  re- 
nted U.  S.  car  market,  Nissan's 
have  climbed  every  month  since, 
is  taken  a  long  time,  but  Nissan 
urned  itself  around,"  says  Jesse 
sr.  an  analyst  at  Autofacts  Inc.  "It 
lot  of  good,  fresh  products." 
w  Nissan  is  trying  to  repeat  the 
ss  of  the  Altima  with  its  venerable 
ma.  It  used  all  sorts  of  tricks  to 
;  its  flagship  sedan  in  under  20 


grand— and  it's  making  sure  the  car-buy- 
ing public  knows  all  about  the  new  mod- 
el. Nissan  has  booked  its  first  ads  for 
the  National  Basketball  Assn.  playoffs 
on  May  14  and  15.  The  following  day,  TV 
viewers  will  see  virtually  nonstop 
teasers  for  the  car  on  CBS— an  event  the 
advertising  industry  has  already  dubbed 
Maxima  Monday. 

Making  the  new  Maxima  a  hot  seller 
is  crucial  to  Nissan's  well-being.  First  in- 
troduced in  1980,  the  model  has  never 
had  a  bad  year.  "The  Maxima  kept  us 
alive  from  1989  to  1992,"  says  Nissan 
Vice-President  Earl  J.  Hesterberg.  "It 
gave  us  an  identity,  it  gave  us  profits,  it 
gave  our  dealers  profits."  But  the  Max- 
ima's base  price  has  ticked  up  with  each 
surge  of  the  yen,  from  $16,900  in  1989 
to  $22,429  this  year.  And  competition 
has  heated  up  since  1992,  when  Toyota 
Motor  Corp.  debuted  a  revamped  Cam- 
ry  with  a  V-6  engine  and  Chrysler  came 
out  with  its  Eagle  Vision  and  Dodge 
Intrepid. 

dumping  dilemma.  How  did  Nissan  get 
the  price  of  the  Maxima  down  so  low 
with  the  yen  surging?  Partly  it's  smoke 
and  mirrors.  Nissan  turned  some  hereto- 
fore standard  features,  such  as  a  securi- 
ty system,  alloy  wheels,  and  a  $1,000 
automatic  transmission,  into  options.  But 
Nissan's  engineers  in  Japan  also  came  up 
with  a  new  cast-aluminum,  190-horse- 


power  V-6  engine  that 
cut  the  parts  count  by 
10%  and  weight  by  a 
quarter  while  increas- 
ing performance  and 
fuel  economy.  And 
they  replaced  a  com- 
plicated independent 
rear  suspension  with 
a  lighter,  cheaper  one 
that  also  paid  off  in 
more  rear-seat  leg- 
room  and  usable  trunk 
space. 

The  car,  moreover, 
benefited  from  cost- 
cutting  at  Nissan's  be- 
leaguered Japanese 
headquarters.  Plagued 
by  a  slump  in  Europe 
and  a  10%  sales  falloff 
so  far  this  year  in 
Japan,  Nissan  is  slash- 
ing costs  by  reducing 
the  number  of  models, 
sharing  more  compo- 
nents in  different  cars,  and  lengthening 
product  cycles.  Coupe  and  wagon  ver- 
sions of  the  Maxima,  for  example,  have 
been  canceled.  And  Nissan  is  getting 
the  most  out  of  its  development  spend- 
ing. Differently  styled  versions  of  the 
car  will  be  introduced  within  a  year  in 
Japan  and  by  Nissan's  Infiniti  brand  in 
the  U.  S. 

The  question  now  is  whether  Detroit 
will  respond  to  the  Maxima's  aggres- 
sive pricing  with  renewed  charges  of 
Japanese  dumping.  The  higher  yen  has 
opened  up  a  price  gap  that  has  allowed 
Motown  to  inch  up  prices  on  models 
that  compete  with  the  Maxima.  Last 
fall,  for  example,  Chrysler  jacked  up 
the  base  price  of  the  Eagle  Vision  TSI 
by  8.4%,  to  $23,212,  although  Ford  held 
the  line  on  its  $24,815  SHO  Taurus.  Now, 
analysts  predict  that  other  Japanese 
companies  may  follow  Nissan's  pricing 
lead— putting  a  lid  on  Detroit's  ability  to 
hike  prices  on  some  key  models.  "The 
reduced  price  structure  on  the  new 
Maxima  is  not  an  anomaly,"  says 
Christopher  W.  Cedergren,  senior  vice- 
president  at  market  researcher  Auto- 
Pacific  Inc. 

Japanese  carmakers,  meanwhile,  are 
scrambling  to  cut  costs  even  further. 
Indeed,  Nissan  is  already  planning  an- 
other shindig  for  its  dealers,  this  one  in 
New  Orleans  in  January,  to  debut  a  re- 
designed version  of  its  entry-level  Sen- 
tra  model.  It  will  announce  that  the 
next-generation  Sentra,  now  built  in  the 
U.  S.  and  Japan,  will  come  from  plants 
in  the  U.  S.  and  Mexico.  With  the  peso 
starting  to  replace  the  yen  in  its  equa- 
tion, Nissan  will  be  more  formidable 
than  ever. 

By  Larry  Armstrong  in  San  Francisco 
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TRADE  I 


CLINTON'S  'BUY  AMERICAN'  PITCH 
KEEPS  PAYING  OFF 


The  Saudi-AT&T  deal  is  just  the  latest  export  coup  for  the  Administration 


Chalk  up  anoth- 
er big  one  for 
the  Salesman- 
in-Chief.  On  May  9, 
Saudi  Arabia  award- 
ed AT&T  a  $4  billion 
contract  to  modern- 
ize the  country's 
phone  system.  It  was 
the  largest  telecom- 
munications contract 
ever  given  an  Amer- 
ican company  outside 
the  U.  S.  It  was  also 
the  result  of  an  in- 
tense 16  months  of 
lobbying  by  the  Clinton  Administration 
to  win  Saudi  business. 

An  anomaly?  Hardly.  The  Saudis'  de- 
cision to  turn  to  the  U.  S.  for  a  state-of- 
the-art  system,  complete  with  fiber-optic- 
lines  and  wireless  phones,  is  just  the 
latest  payoff  from  an  aggressive  Ad- 
ministration drive  to  promote  the  sale  of 
U.  S.  goods  and  services  around  the 


DESERT  DOLLARS:  THE  U.S.  LOBBIED  THE  SAUDIS  FOR  16  MONTHS 


world  (table).  And  the  only  people  with 
bigger  smiles  than  the  Clintonites  are 
U.  S.  chief  executives.  "This  is  a  truly 
serious  effort,"  says  Robert  B.  Shapiro, 
president  of  Monsanto  Co.  "The  Presi- 
dent has  recognized  that,  in  the  post- 
cold-war  era,  getting  global  contracts 
for  U.S.  business  is  a  matter  of  nation- 
al security." 


Clinton's  goal:  to  catch  up  with  th 
governments  of  Japan  and  European  m 
tions,  which  have  long  been  more  enei^ 
getic— and  successful— in  pushing  thei 
wares  abroad.  From  now  on,  says  Con" 
merce  Secretary  Ronald  H.  Brown:  "Th 
most  important  jobs-creation  prograr 
this  Administration  may  have  is  its  e> 
port-promotion  program." 

More  deals  are  in  the  works,  toe 
Transportation  Secretary  Federico  I 
Pefia  recently  traveled  to  the  Unite 
Arab  Emirates  to  sell  navigation  gea 
air-traffic-control  systems,  and  airpor 
management  services  from  Raytheon  Cc 
Westinghouse  Electric  Corp.,  and  otht 
U.  S.  companies.  And  Brown  will  lead 
delegation  of  five  CEOs— including  AT&T 
Robert  E.  Allen  and  GTE  Corp.'s  Charh 
R.  Lee— to  Brazil,  Chile,  and  Argentir 
at  the  end  of  May  on  a  Presidenti 
trade  and  investment  mission. 
teamwork.  Administration  marketei 
also  have  set  their  sights  on  fast-grov 
ing  Indonesia,  despite  unhappiness  wii  | 
its  human-rights  record.  The  State  Dep  S; 
is  helping  Houston-based  Enron  pursi  j 
bids  to  construct  private  power  plant 
as  well  as  aiding  General  Electric  arf] 
Westinghouse,  which  are  competing  wi  (! 
foreign  companies  on  $12  billion  worth  | 
nuclear  power  plants. 

Clinton  personally  lobbied  Indonesi 
President  Suharto  to  help  U.  S.  compk 
nies  reverse  their  declining  market  sha 


THE  SAUDIS  ARE  BUYING— BUT  WITH  WHOSE  MONEY? 


B 


ill  Clinton  proved  he 
:an  sell  phones  to 
the  Saudis.  Next, 
he  may  have  to  demon- 
strate that  he  can  make 
them  pay  the  bill. 

It  is  the  U.  S.  taxpayer 
who  will  likely  be  financ- 
ing most  of  the  Saudi's  $4 
billion  contract  with  AT&T, 
through  the  U.  S.  govern- 
ment's Export-Import 
Bank.  And  a  $6  billion, 
commercial  jet  order  won 
by  Boeing  Co.  and  Mc- 
Donnell Douglas  Corp.  from  the  Saudis 
in  February  will  be  financed  the  same 
way. 

DEEP  DEBT.  Collecting  on  the  loans  may 
prove  dicey,  because  the  world's  No.  1 
oil  exporter  is  running  out  of  cash.  Al- 
though Saudi  Arabia  pumps  8  million 
barrels  a  day— and  supplies  almost  20% 
of  U.  S.  oil  imports— oil  prices  are  just 
barely  bumping  off  five-year  lows. 
That's  catastrophic  for  the  Saudi  econ- 


SAUDI  OIL  SKID 


SAUDI  ARABIA'S 
OIL  EXPORTS 
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omy,  which  is  85%  depen- 
dent on  oil  revenues.  Last 
year,  the  government 
earned  only  about  $40  bil- 
lion from  its  oil  exports 
(chart),  less  than  half  the 
levels  of  the  early  1980s 
and  fully  $11  billion  less 
than  needed  for  outlays. 
Saudi  Arabia  weathered 
an  earlier  collapse  of  oil 
prices,  from  1985  to  1987, 
by  drawing  down  huge  ac- 
cumulated cash  reserves. 
Now,  after  14  years  of 
deficit  spending,  those  reserves  are  all 
but  gone,  and  Riyadh  has  racked  up 
close  to  $80  billion  in  domestic  debt. 

While  AT&T  executives  pop  the  cham- 
pagne corks,  it's  now  doom  and  gloom  in 
the  Saudi  business  world.  Since  January, 
when  King  Fahd  announced  across-the- 
board  spending  cuts  of  19%,  the  Saudi 
government  has  virtually  stopped  paying 
its  bills.  That's  sending  the  local  econo- 
my—the Middle  East's  largest— into  a 


tailspin.  The  Saudi  stock  excha 
down  30%  since  February,  while  tl 
booming  commercial-property  ma 
Jeddah  and  Riyadh  is  continuing  t 
A  possible  move,  recently  annour  | 
King  Fahd,  to  raise  cash  by 
stakes  the  government  owns  in 
companies  could  put  further  pres: 
the  stock  market.  The  govern  j 
portfolio  of  listed  shares  is  wort 
than  $9  billion. 

LOCAL  LENDERS.  Bahrain  banket, 
some  of  the  kingdom's  biggest 
are  having  trouble  paying  bills, 
the  biggest— Jeddah-based  Saudi  ] 
Group,  General  Electric  Co.'s  lar; 
di  affiliate— is  owed  up  to  $1  bi 
payments  by  the  Saudi  governm> 
cording  to  local  banking  sources 
And  for  the  first  time  ever, 
is  finding  it  difficult  to  raise  fres 
To  pay  a  $1.85  billion  installmf 
the  U.  S.  in  late  April  for  such  i 
hardware  purchases  as  the  Mc] 
Douglas  F-15s,  Riyadh  first  appi,t 
big  New  York-based  banks  for  , 
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country  when  the 

net  at  the  Pacific 

trade  summit  in 

le  last  fall,  aides 

Tie  lobbying  will  in- 

:y  at  a  follow-up 

lit  in  Indonesia  lat- 

s  year.  "U.  S.  pro- 
are  always  on  [the 

lent's]  brief  before 

neeting  with  any 

esian  official,"  says 

tate  Dept.  official. 

3  Saudi-AT&T  deal, 

2  works  for  more 

a  year,  shows  how 

stence  can  bear 
Two  weeks  after 

>n  was  sworn  into 
Brown  and  Secre- 

)f  State  Warren  M. 

topher  offered  to 

lT&T  win  an  intense 

jle  that  pitted  the 

any  against  Ger- 

's  Siemens,  Alcatel 

om     of  Fiance, 

la's  Northern  Tele- 

and  a  joint  offer  from  L.  M.  Erics- 

f  Sweden  and  Japan's  NEC. 

>m  there  on,  it  was  a  team  effort. 

n  pleaded  AT&T's  case  with  Saudi 

lis  on  two  trips  last  year,  and 

topher  talked  up  the  deal  during 

3cent  Mideast  Peace  Agreement 

.  As  with  the  Saudis'  earlier  agree- 
to  replace  their  aging  airliners 


DOLLAR  DIPLOMACY 


The  Clintonites'  export-promotion  push  is  starting  to  rack  up  big 
deals  for  some  U.S.  multinationals. 

MAY  9,  1994  After  heavy  lobbying  from  the  White  House  and 
Cabinet  officials,  Saudi  Arabia  awards  AT&T  a  $4  billion 
contract  to  modernize  the  country's  telecommunications  system. 

FEB.  16,  1994  A  beaming  President  Clinton  and  Prince  Bandar, 
Saudi  Arabia's  ambassador  to  Washington,  announce  that  the 
Saudis  will  buy  $6  billion  worth  of  commercial  aircraft  from 
Boeing  and  McDonnell  Douglas. 

FEB.  14,  1994  In  a  discussion  of  political  and  military  issues, 
Clinton  urges  visiting  President  Nursultan  Nazarbayev  of 
Kazakhstan  to  allow  Chevron  to  participate  in  a  $20  billion 
deal  to  develop  Kazakh  oil  fields.  Chevron  wins  the  business, 
though  snags  over  financing  have  temporarily  blocked  progress. 

FEB.  13,  1994  With  State  Dept.  support,  GE  and  a  Southern 
California  Edison  unit  sign  a  $2.5  billion  agreement  with  Mitsui 
of  Japan  to  build  Indonesia's  first  big  private  power  plant. 


with  $6  billion  of  aircraft  from  Boeing 
Co.  and  McDonnell  Douglas,  the  U.  S. 
Export-Import  Bank  has  offered  prelim- 
inary commitments  to  finance  the  en- 
tire AT&T  deal  (box).  "We're  on  planes, 
we're  picking  up  the  phone  and  calling 
folks,"  Brown  says. 

Persistence,  of  course,  doesn't  always 
bring  home  the  bacon.  Despite  heavy 


U.  S.  lobbying,  the  Indi- 
an government  recently 
chose  Europe's  Airbus 
Industrie  over  'Boeing 
and  McDonnell  Douglas 
for  a  $1  billion  airliner 
deal. 

JOBS  PROGRAM.  In  the 

past,  moreover,  it  was 
seen  as  unbecoming  for 
a  President  to  hawk 
U.  S.  wares  so  blatantly. 
But  for  a  President 
whose  handling  of  for- 
eign policy  has  been 
widely  criticized  (page 
41),  Clinton's  export-pro- 
motion effort  in  the  new 
global  economy  has 
proved  to  be  the  one 
bright  spot.  "It  may  ap- 
pear unseemly,  but  for 
U.  S.  firms  to  continue 
to  lose  business  to 
Japanese  and  German 
competitors  while  the 
President  stands  idly 
by  would  be  criminal," 
says  R.  K.  Morris,  director  for  interna- 
tional trade  at  the  National  Association 
of  Manufacturers.  With  thousands  of 
jobs  at  stake,  Clinton  has  decided  that  a 
strong  U.  S.  export  machine  is  crucial 
to  national  security— and  he  will  do 
whatever  it  takes  to  keep  the  goods 
moving. 

By  Douglas  Harbrecht  in  Washington 


t  didn't  work,  the  Saudi  gov- 
leaned  on  local  commercial 
ch  finally  coughed  up  only  $1.3 
at  that's  like  robbing  Peter  to 
says  one  leading  banker  in 
businesses  here  could  have  used 
vestments." 

rabia  will  likely  try  to  tap  the 
lal  market  to  help  fund  spend- 
alls  this  year  and  next.  But 
nost  shot  itself  in  the  foot  ear- 
ar  when  emissaries  from  the 
;  central  bank 

that  principal 
on  $4.5  billion  in 

debt  arranged 
organ  in  1991  be 
3d.  The  Saudis, 
ers,  were  told 
heduling  would 
ices  for  more 
n  the  road. 
[OUNG.  All  this 
I  seems  to  be 
the  real  issue, 
i  kingdom  was 
i  1934,  the  vast 
yal  family  has 
d  a  sometimes 
)litical  consensus 


through  a  lavish  welfare  system  that  in- 
cludes cheap  housing,  free  education  and 
medical  care,  and  almost  free  utilities. 
"There  is  still  no  sign  at  all  that  the 
King  and  the  royal  family  are  prepared 
to  bite  the  bullet"  and  cut  those  entitle- 
ments, says  one  Western  diplomat  in 
Riyadh.  Some  Saudis  even  quietly  liken 
Fahd  to  his  half-brother,  King  Saud,  who 
nearly  bankrupted  the  kingdom  before 
he  was  deposed  and  exiled  in  1964  in  a 
family  coup. 


WITH  OIL  REVENUES 
WAY  DOWN,  CASH 
RESERVES  ARE  TIGHT 


Of  course,  Saudi  rulers  could  buy  time 
if  the  oil  market  picks  up.  Already,  prices 
have  perked  up  a  bit  from  their  winter 
lows.  Thanks  to  stirrings  of  economic  ac- 
tivity in  Europe  and  Asia,  the  Paris- 
based  International  Energy  Agency  esti- 
mates that  the  world  will  need  400,000 
extra  barrels  a  day  of  oil  from  OPEC 
countries  to  satisfy  increased  demand 
this  year.  At  the  same  time,  the  civil 
war  raging  in  Saudi  Arabia's  southern 
neighbor,  Yemen,  is  raising  fears  once 
again  about  political  sta- 
bility in  the  Middle  East. 

But  even  if  oil  prices  do 
recover,  it  could  be  rather 
difficult  for  a  debt-bur- 
dened Saudi  economy  to 
get  back  on  its  feet.  And 
that's  something  the  Clin- 
ton Administration,  while 
focusing  on  the  roughly 
150,000  American  jobs  cre- 
ated by  those  AT&T,  Boe- 
ing, and  McDonnell  Dou- 
glas megacontracts,  might 
ponder. 

By  John  Rossant  in 
Rome,  with  Stanley  Reed 
in  New  York 
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A  RANGE  IN  CALIFORNIA:  THE  NRA  HAS  SPENT  MILLIONS  TRYING  TO  MAINTAIN  ITS  CLOUT 


IS  THE  NRA  ALL  HAT 
AND  NO  CATTLE? 


The  gun  lobby  boasts  more  members  than  ever — and  a  lot  more  red  ink 


B 


y  all  rights,  the  gun-loving  types 
at  the  National  Rifle  Association 
should  be  up  to  their  bandoliers 
in  both  guns  and  butter.  Membership 
has  surged,  spurred  by  fear  of  violent 
crime  and  anger  over  growing  congres- 
sional support  for  gun  control— most  re- 
cently, the  ban  on  certain  semiautomat- 
ic weapons,  which  passed  the  House  of 
Representatives  by  just  two  votes  on 
May  5.  Enrollment  has  jumped  40%  over 
three  years,  topping  3.3  million. 

The  reality,  though,  is  much  gloomier. 
An  embattled  NRA  has  spent  millions  of 
dollars  trying  to  maintain  its  influence  at 
the  ballot  box  and  on  Capitol  Hill.  The 
result:  The  group  has  been  in  the  red 
since  19S)1— despite  its  booming  enroll- 
ment. In  the  past  three  years,  the  NRA 
has  exhausted  nearly  half  of  a  $!)()  mil 
lion  reserve.  In  recent  months,  it  has 
cut  its  staff  by  7%  and  closed  offices. 
aggressive  DRIVE.  The  gun  lobby's  ex- 
ecutives insist  that  its  finances  are  solid. 
The  reserves  drain,  says  Treasurer  Wil- 
son Phillips,  reflects  "a  huge  cash  in- 
vestment in  rapid  growth  . . .  to  make  the 
NRA  more  relevant."  The  changes  began 
in  1991,  when  Wayne  R.  LaPierre  Jr. 
became  chief  executive  officer.  The  NRA's 
top  gun  says  he  took  over  an  association 
that  "lacked  direction."  Membership  had 
declined  by  500,000  over  two  years.  And 


rank  and  filers  were  complaining  that 
the  NRA,  oriented  toward  rural  hunters, 
didn't  appeal  to  an  increasingly  subur- 
ban, crime-obsessed  society. 

The  remedy,  according  to  Phillips: 
"some  fairly  radical  changes."  The  NRA 
cut  subsidies  for  such  traditional  pro- 
grams as  the  U.S.  Olympic  shooting 
team  and  law-enforcement  instruction.  It 
expanded  anticrime  efforts,  women's  pro- 
grams, and  its  "Eddie  Eagle"  gun-safety 
program  for  schools.  The  changes  elicited 
howls  of  protest  from  those  who  were  af- 
fected. Admits  Phillips:  "There's  a  feeling 
that  they  are  being  left  out  in  the  cold." 

Under  LaPierre,  the  NRA  launched  an 
aggressive  drive  to  gain  new  members. 
Dissidents  complained  that  the  recruit- 
ment was  not  cost-ef- 
fective, pointing  to  a  $6 
million  startup  cost, 
which  depleted  re- 
serves. "They've  blown 
through  the  surplus,  no 
question  about  that," 
says  Joseph  A.  Arta- 
bane,  an  attorney  rep- 
resenting the  Olympic 
team,  which  took  legal 
action  to  remove  the 
NRA  as  its  governing 
body.  But  Phillips  says 
that  because  of  the  low- 
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er  cost  of  getting  new  members  to  re 
new,  the  effort  already  "has  developei 
into  a  positive-cash-flow  thing." 

The  membership  drive  isn't  the  onl 
drain  on  the  NRA's  bottom  line.  It  rt 
cently  took  a  $6  million  write-off  for 
faulty  computer  system  inherited  fror 
the  old  regime.  And  the  NRA  tapped 
cash  reserves  again  to  buy  its  new  Fail 
fax  (Va.)  headquarters.  The  buildin 
purchased  in  1993  at  a  foreclosure  sal 
during  the  depth  of  Washington's  re; 
estate  blowout,  cost  $31  million— 30 
less  than  comparable  Washington  pro 
erties.  Still,  critics  see  the  new  heac 
quarters  as  an  unfortunate  symbo 
Gripes  a  former  NRA  staffer:  "They' 
got  this  Taj  Mahal,  but  they're  cutti 
back  services." 
playing  hardball.  Another  high-pr 
file  expenditure  was  the  $5  million  th 
the  NRA  spent  on  two  public-relatior 
campaigns:  an  attack  on  Time  Warm 
Inc.  for  its  sale  of  anticop  rap  music  ar 
an  advertising  offensive  against  NE 
News  and  its  former  president,  Micha 
G.  Gartner,  an  outspoken  gun-contr 
advocate. 

Critics  condemn  the  group's  hardb 
tactics.  As  part  of  its  unsuccessful  bid 
kill  curbs  on  assault  weapons,  the  NF 
bought  a  full-page  ad  in  USA  Today 
beling  Representative  Charles  1 
Schumer  (D-N.Y.),  the  ban's  author,  "tl 
criminal's  best  friend  in  Congress."  Ai 
in  an  effort  to  oust  California  state  Se 
ator  David  A.  Roberti,  a  Democrat  wl 
sponsored  California's  1989  law  outlawii 
many  assault  weapons,  a  memo  by  NI 
members  declared:  "Producing  politic 
pain  by  bleeding  our  targets  is  wh 
brings  us  great  pleasure."  Robei 
emerged  from  an  Apr.  12  recall  vote  u 
scathed  and  now  is  running  for  sta 
treasurer.  "They  don't  intimidate  pe 
pie  any  more,"  he  chortles.  "They're  t 
ones  who've  been  wounded." 

NRA  officials  insist  that  despite  t 
grousing— and,  indeed,  some  talk  of  tc 
pling  LaPierre— most  rank-and-file  me: 
bers  are  solidly  behind  the  team 
headquarters.  LaPierre  says  his  effick 
cy  drive  already  is  ps 
ing  dividends.  "Tl 
year,  the  books  will  b 
ance,"  the  executi 
pledges.  All  the  san 
the  NRA's  spendi 
habits  could  be  the 
spiration  for  a  new  s 
gan  for  the  groi 
Praise  the  lard  and  p; 
the  ammunition. 

By  Richard  S.  Lh 
ham  in  Washingl 
with  Eric  Schine  in  1 
Angeles 


EACH 
CHAPTER 

OF  A  GREAT  WORK 

MIGHT  TELL 

ITS  OWN  TALE, 

BUT  ITS  TRUE 
GREATNESS 

LIES  IN 

its  TOTALITY. 

THE  WHOLE  IS  greater  than  the  sum  of  its  parts.  This  is  a  maxim  by  which  Putnam 
Investments  defines  itself.  And  it  is  why  zee  have  developed  expertise  in  managing 
assets  totaling  over  $90  billion  for  both  mutual  fund  and  institutional  clients  across  a 
comprehensive  range  of  asset  categories:  equities  and  fixed  income,  global  and  domestic, 
fundamental  and  quantitative,  aggressive  and  conservative.  In  fact,  zee  have  structured 
ourselves  to  encourage  open  sharing  of  expertise  among  all  of  our  140  investment  pro- 
fessionals. Because  in  a  world  where  everything  can  affect  anything,  our  ability  to  do 
each  tiling  well  enhances  our  ability  to  do  all  tilings  better.  No  matter  how  well  the 
individual  chapters  may  read,  the  full  volume  tells  the  whole  story. 

A  TIME  -  HONORED  TRADITION   IN  MONEY  MANAGEMENT 
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AIRLINES  I 


A  UNITED 

UNITED  IS  STILL  A  WAYS  OFF 


Gerald  Greenwald  has  a  giant  selling  job  to  make  employee  ownership  fly 


NOT  YET  OFF 
THEGROUND: 
GREENWALD 
STILL  NEEDS 
INVESTORS' 
APPROVAL 
FOR  THE 
DEAL— AND 
THE  FLIGHT 
ATTENDANTS 
ARE  NOT 
ON  BOARD 


When  United  Airlines  Inc. 
chairman-in-waiting  Gerald 
Greenwald  toured  the  carri- 
er's San  Francisco  maintenance  base  in 
mid-April,  he  walked  the  floor  and 
talked  with  employees.  At  one  stop,  he 
slipped  smoothly  into  Spanish  to  chat 
with  a  Mexican- American  shop  steward. 
And  when  another  worker  confronted 
him  with  "So  what  are  you  going  to  do 
for  me?"  Greenwald  shot  back:  "I  was 
just  going  to  ask  you  the  same  ques- 
tion." Compared  with  the  hoopla  and 
canned  applause  at  the  mass  meetings  of 
outgoing  UAL  Chairman  Stephen  M. 
Wolf,  Greenwald's  down-to-earth  ap- 
proach was  "very  refreshing,"  says  Den- 
nis Hitchcock,  a  machinists'  union  official. 

Lookin'  good  so  far,  Gerry.  But  Green- 
wald's people  skills  are  about  to  lie  put 
to  a  supreme  test  as  he  tries  to  get 
United's  proposed  $5  billion  employee 
buyout  off  the  ground.  With  a  share- 
holders' vote  on  the  plan  looming  by 
late  June,  sizable  hurdles  remain. 
INDUSTRY  MODEL.  Chief  among 
them:  Many  rank-and-filers  arc 
angry  about  the  pay  cuts  they 
will  have  to  take  in  exchange  for 
the  53%  stake  employees  are  get- 
ting—even though  the  pilots'  and 
the  machinists'  unions  proposed 
the  deal.  The  airline's  17,000 
flight  attendants  still  haven't  opt- 
ed in.  United  shareholders  are 
nervous  about  the  buyout.  Mean- 
while, rival  carriers  such  as  Del- 
ta Air  Lines  Inc.  are  moving  to 
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match  the  cost  cuts  United  will  gain- 
without  giving  up  lots  of  stock. 

Even  friends  wonder  if  Greenwald 
can  pull  it  off.  "Somebody's  crazy.  It 
can't  work,"  says  Lee  A.  Iacocca,  Green- 
wald's former  boss  at  Chrysler  Corp., 
where  Greenwald  was  heir  apparent  un- 
til he  left  in  1990  to  participate  in  an 
earlier  United  buyout  effort.  "What  do 
you  think  will  happen  when  it's  a  choice 
between  employee  benefits  and  capital 
investment?" 

Indeed,  if  United  works,  it  may  pro- 
vide a  whole  new  model  of  corporate 
governance— one  combining  the  team- 
work approach  of  General  Motors'  Sat- 
urn Corp.  with  the  majority  employee 
ownership  of  Weirton  Steel  Corp.  The 
Clinton  Administration  holds  up  the  buy- 
out as  a  new  style  of  cooperative  labor 
relations  that  it  wants  adopted  more 
broadly.  Likewise,  former  Federal  Re- 
serve Board  Chairman  Paul  A.  Volcker 
says  he  agreed  to  join  United's  new 
board  because  the  buyout  represents  a 
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bold  experiment  in  what  he  calls  "ir 
dustrial  democracy." 

Gerry  Greenwald  seems  an  unlikel 
choice  to  head  such  a  venture.  A  soft 
spoken  finance  whiz,  he  has  no  airlin 
experience  and  little  record  of  dealin 
with  contentious  unions.  Those  wh 
know  him  agree  he's  no  born  leade 
Yet  Greenwald's  easygoing  manner  is 
reason  United's  unions  chose  him:  The 
want  a  consensus  builder  to  forge  fra 
tured  groups  into  a  harmonious  team 
LOW  MORALE.  Greenwald  now  is  lookin 
to  hire  a  No.  2  with  airline  experienc 
negotiating  to  bring  the  flight  atte: 
dants  aboard,  and  forming  worker  ta: 
forces  to  evaluate  operations.  He  saj 
he'll  wait  for  a  president  to  make  mo: 
strategy  decisions.  But  he  is  pushir 
for  a  quick  ramp-up  of  the  low-cost 
line-within-an-airline"  that  United  w 
create  to  compete  with  Southwest  Ai 
lines  Co. 

Meanwhile,  Greenwald  must  hurry 
form  a  plan  for  pulling  together  Unitec 
76,000  employees.  Dissident  pilots  ar 
mechanics  have  hired  lawyers  to  figl 
the  buyout  concessions.  And  23%  of  m 
chinists  have  signed  cards  seeking 
secede  from  their  union. 

While  none  of  this  would  stop  tl 
buyout,  the  effect  on  morale  could 
devastating.  The  company  estimates  th 
the  wage-and-benefit  cuts  involved  w 
slash  United's  unit  costs  by  4%,  to  7. 
per  mile  for  every  available  seat  (char 
That  would  put  United  close  to  Sout 
west  Airline's  7.2C,  but  unhappy  worke 
could  undermine  the  gains. 

So  far,  Greenwald  hasn't  made  mu 
headway  with  the  naysayers.  Part 
this  may  be  his  own  fault.  While 
swering  questions  from  a  group  of  pile 
in  San  Francisco  last  month,  Greenwt 
fumbled  and  had  to  admit  he  didn't  re 
ize  employees  wouldn't  be  able  to  tra 
their  stock  until  they  retired.  "He  seei 
like  a  very  nice  man,  but  for  $80,00C 
month,  you'd  think  you'd  get  a  little 
more,"  gripes  one  veteran  pilot. 

Greenwald,  however,  says  he  h 
been  preparing  since  college  for  tl 
challenge.  The  son  of  a  Russian  imi 
grant  wholesale  grocer  in  St.  Lou 
Greenwald  studied  econom 
and  labor  on  a  scholarship 
Princeton  University.  He  work 
in  St.  Louis  one  summer  as 
organizer  for  the  garment  wo 
ers'  union.  "If  you  had  asked 
then  to  name  my  top  10  hero 
half  of  them  would  have  be 
labor  leaders,"  he  says.  Gve< 
wald  may  never  join  their  ran 
but  if  he  pulls  off  the  Unit 
deal,  it  will  be  a  heroic  feat. 
By  Susan  Chandler  in  Chic* 


- jflost  service  providers 
offer  a  road  map. 

But  how  many  are  willing  to 
dig  in  and  help  pave  the  road? 


To  help  you  reach  your  business 
als,  Unisys  Services  do  more  than 
lint  the  way.  We  provide  concrete 
eans  for  getting  you  there.  In  fact, 
3  join  you  in  the  trenches. 

Unisys  Systerns  Integration 
3s  together  all  the  elements  of 
iw  information  environment, 
lisys  Information  Planning  ser- 
ies help  you  develop  a  pragmatic, 


cus-tom-er-ize \  kus'-ta-ma-rlze'X  vi 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
Held  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  ol  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMP1  IIIIYE  EDGE.  BUSINESS- 
CRITICAL  sonrriONS.  revf.nuf  generation 


formation  technology  plan;  our 
oven  approach  emphasizes  real- 
)rld  results.  Unisys  Education 
rvices  bring  out  the  best  in  peo- 
e  and  technology.  And  Unisys 


Outsourcing  manages  your  opera- 
tions so  you  can  focus  on  your  core 
business. 

It's  all  based  on  our  customerize 

UMSYS 

We  make  it  happen. 


philosophy  for  creating  a  pro 
customer  culture  fully  supported  by 
your  information  strategy. 

Call  us  at  1-800-874-8647,  ext. 
186.  Ask  how  the  down-to-earth 
approach  of  Unisys  Services  can 
help  you  drive  your  business  as  far 
as  you  want  it  to  go. 


394  Unisys  Corporation. 


CONSTRUCTION  I 


DUSTING  OFF 
THE  BLUEPRINTS 


Renovations  and  retail  building  are 
fueling  a  revival  in  construction 


Ah,  for  the  1980s,  when  investors 
forked  over  millions  at  the  drop 
of  a  hat  to  build  yet  another  of- 
fice park  or  shopping  mall.  In  1989,  the 
peak  year  of  such  crazed  activity,  de- 
velopers committed  $106  billion  to  new 
commercial  construction.  It  has  been 
sharply  downhill  since.  But  buried  in 
the  Labor  Dept.'s  April  employment  sur- 
vey, released  May  6,  was  evidence  of 
recovery:  Construction  employment 
surged,  as  contractors  took  on  64,000 
new  workers— double  that  of  a  year  ago. 

Boom  time  again?  Not  by  a  long  shot. 
But  finally,  three  years  after  residential 
construction  began  improving,  new  casi- 
nos, retail  stores,  and  renovations  are 
producing  a  smart  spurt  in  commercial 
building.  The  F.W.  Dodge  Div.  of  Mc- 
Graw-Hill Inc.  predicts  a  9%  rise,  to 


$95.7  billion,  in  new 
commercial  contracts 
this  year  (chart). 

Office-building  and 
manufacturing  remain 
flat,  still  dampened  by 
enormous  oversupply. 
Rather,  the  hot  sector 
is  renovations  and 
new  construction  for 
retail  stores,  which 
should  rise  12%  this 
year,  to  $14.6  billion. 
Richmond  (Va. (-based 
electronics  retailer 
Circuit  City  Stores 
Inc.,  for  one,  will  build 
60  new  stores  this  year— up  from  40  last 
year.  New  contracts  with  Circuit  City 
and  other  retailers  pushed  builder  Turn- 
er Corp.'s  sales  up  4%,  to  $734  million, 
in  the  quarter  ended  Mar.  31. 
fragile.  Office  projects,  by  comparison, 
are  relatively  rare.  But  real  estate  bro- 
ker Cushman  &  Wakefield  Inc.  says  na- 
tionwide vacancy  rates  fell  to  18.4%  in 
the  first  quarter  this  year,  from  19.9%  a 
year  ago.  That  has  some  developers 
dusting  off  long-shelved  plans  for  new 
construction.  Perini  Building  Co.  recent- 
ly picked  up  a  $7  million  Las  Vegas  of- 


BUILDING  REBOUND 


'90       '91  '92 
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fice  project  for  devel 
oper  Summa  Corp.- 
Summa's  first  sucl 
project  in  five  years 
And  office-furnishinj 
suppliers  say  busines 
is  returning.  Arm 
strong  World  Indus] 
tries  Inc.'s  Americaii 
Olean  Tile  Co.  unii 
projects  ceramic-til 
sales  for  commercial 
jobs  will  grow  by  7.5°J 
to  8%  this  year.  "Lasl 
year,  it  was  dead  flat] 
says  President  Roberj 
J.  Shannon  Jr. 
Still,  most  construction  executives  ac 
mit  this  nascent  recovery  is  vulnerabld 
Manufacturing  construction  remains  ver 
weak,  as  "U.  S.  companies  are  puttin. 
capacity  off  shore,"  observes  Thomal 
Zarges,  president  of  Morrison  Knudso 
Corp.'s  commercial-building  group,  wh 
doesn't  expect  an  upturn  in  new  coi 
struction.  And  analysts  say  that  offia 
vacancy  rates  will  have  to  decline  t 
about  10%  before  banks  consider  finani 
ing  new  projects.  Until  then,  keep  th 
champagne  under  your  hard  hat. 

By  Gary  McWilliams  in  Bosto 


MUTUAL  FUNDS  I 


FUND  MANAGER, 
MANAGE  THYSELF 


Surprise!  The  industry's  proposed 
rules  have  real  teeth 


Self-regulation  rarely  yields  such 
tough-minded  results.  On  May  9, 
facing  investor  outrage  and  pres- 
sure from  Washington,  the  mutual  fund 
industry  proposed  sharp  restrictions  on 
personal  trading  by  fund  managers. 
Some  of  the  broadly  worded  proposals 
leave  room  for  questions.  But  taken  to- 
gether, they  represent  a  significant  ob- 
stacle to  abuses. 

Among  the  practices  the  Investment 
Company  Institute  wants  to  ban  or 
severely  restrict:  letting  fund  man- 
agers invest  in  initial  public  offer-  . 
ings  and  private  placements,  and 
making  quick  profits  on  invest- 
ments of  less  than  60  days.  The 
rules,  which  won  kudos  from 
government  officials  and  ana- 
lysts, come  just  four  months  af- 
ter the  event  that  triggered  the 
self-examination:  the  firing  in  Jan- 
uary of  Invesco  Funds  Group  Inc.'s  star 
fund  manager,  John  Kaweske,  who  al- 


legedly failed  to  report  personal  invest- 
ments he  made  in  private  placements. 

That  sort  of  investing  would  be 
sharply  curtailed  by  the  ici's  proposals. 
Also  targeted:  such  potential  conflicts 
of  interest  as  "front-running,"  when  man- 
agers take  personal  positions  in  stocks 
and  rely  on  their  fund's  clout  to  boost 
the  shares.  One  of  the  new  rules  re- 
quires managers  to  wait  seven  days  be- 
fore and  after  their  fund  trades  in  a 
stock  before  they  can  buy  it  themselves. 

Granted,  the  recommendations  are 
not  watertight.  For  one,  it's  not  clear 
from  the  wording  of  the  IPO  rule 
whether  portfolio  managers  are  barred 
from  investing  in,  say,  state  or  municipal 


bond  offerings— markets  that  lately  hav 
had  problems  with  insider  dealings.  Ai 
other  similarly  vague  proposal  doesn 
specify  whether  managers  can  receiv 
restricted  stock  or  warrants  in  comp; 
nies  as  "compensation"  for  advice. 
REAL  TEST.  Another  question:  Why  do€ 
the  seven-day  rule  apply  only  to  portf 
lio  managers'?  All  other  employees,  ii 
eluding  a  portfolio  manager's  secretar 
must  delay  their  trades  only  unti 
order  clears  the  trading  desk.  That  p 
tentially  could  allow  fund  employees 
"ethically"  piggyback  on  big  positior 
that  create  buying  or  selling  pressure 

But  the  industry  has  covered 
bases.  Its  policy  includes  a  statemei 
of  principal  that  firms  should  always  pi 
shareholder  interests  first  as  well  as  e 
sure  that  all  personal  trading  avoids  a 
tual  or  potential  conflicts  of  interest. 
The  real  test  of  these  rules  w 
come  next  month,  when  the  Sec 
rities  &  Exchange  Commission  r 
ports  to  Congress  on  the  perso 
al  trading  practices  of  manage 
at  30  fund  complexes.  Assumii 
they  survive  the  scrutiny,  tl 
ICl's  member  firms  would 
well  to  implement  the 
quickly,  before  Congre 
forces  them  to  adopt  rul 
of  its  own  making. 

By  Geoffrey  Smith 
Boston 
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The  new  HP  DeskJet  printers  let  you 


show  off. 


flRHET  SHARE  BV  REGION 


Black  &  white  and  color. 
Starting  at  under 


$. 


485! 


It's  hard  to  be  modest  when  you  have 
one  of  the  new  DeskJet  printers  from 
Hewlett-Packard.  That's  because  the 
HP  DeskJets  now  print  600  x  300 
dots  per  inch  and  use  Resolution 
Enhancement  technology  for  even 
clearer,  sharper  black  &  white  print- 
ing. For  better  looking  color,  the 
DeskJet  560C  has  a  new  technology 
called  ColorSmart.  By  automatically 
adjusting  the  printer  settings  for 
you,  ColorSmart  makes  printing 
impressive  colors  easier  than  ever. 
A  ColonSmart  upgrade  disk  is  also 
included  with  the  HP  DeskJet  500C. 

So  if  you  want  your  documents  to 
look  as  good  as  the  output  sample 
shown  here,  get  a  new  HP  DeskJet 
printer  and  start  print  ing  thingsyou 
can  really  be  proud  of.  Look  in  your 
local  Yellow  Pages  for  the  name  of  the 
HP  authorized  dealer  nearest  you.1 


DeskJet  Printers 
Make  it  happen. 


HEWLETT 
PACKARD 


'"Suggested  US.  list  price  Dealer  price  may  varv  sieniiicantiy  Mb  Canada 
c  all  i-8M-387-:«G7  $  [994  llewlett-JVkkrd  Company  PE1240;! 


SILICON  VALLEY  I 


MIRAGE  AT 
MEDIA  VISION 


After  earnings  do  a  vanishing  act, 
management  is  "being  reviewed" 


edia  Vision  Technology  Inc.,  ac- 
claimed just  months  ago  as  one 
of  Silicon  Valley's  highest  fli- 
ers, suddenly  is  under  siege.  On  May  10, 
the  company  acknowledged  it  is  being 
investigated  for  "possible  securities  is- 
sues" by  the  Securities  &  Exchange  Com- 
mission and  the  FBI.  Three  board  mem- 
bers have  resigned,  and  fourth-quarter 
profits  of  $8.5  million  will  be  revised  to  a 
loss.  There's  more  to  come,  says  one  of 
two  remaining  outside  directors:  "The 
management  of  the  company  is  being  re- 
viewed by  the  board,"  says  G.  Bradford 
Jones,  a  general  partner  with  venture- 
capital  firm  Brentwood  Associates. 

All  that  is  quite  a  comedown  for  a 
company  whose  sales  of  sound  and  multi- 
media kits  for  personal  computers  grew 
250%  in  1993,  to  $241  million.  The  prob- 
lem? Media  Vision  appears  to  have 
pushed  products  too  aggressively  to  re- 
tailers: Receivables  on  Dec.  31  reached 
$112  million,  nearly  double  the  preced- 
ing quarter,  and  inventory  rose  to  $80 
million  from  $43  million.  The  company 
says  sales  were  hurt  by  industrywide 
price-cutting. 

deaf  ears.  In  addition,  the  San  Fran- 
cisco Chronicle  reports  that  Media  Vision 
executives  falsified  sales  records  and  op- 
erated a  phantom  warehouse  to  hide  re- 
turned inventory.  Paul 
C.  Jain,  48,  the  New 
Delhi-born  chief  execu- 
tive, wouldn't  comment. 
But  one  senior  Media 
Vision  executive  says: 
"I've  been  telling  any- 
body who  would  listen 
here  since  last  August 
that  the  company  was 
fiscally  out  of  control." 
Now,  the  executive 
says.  Media  Vision  has  spent  much  of 
the  $00  million  on  hand  at  yearend. 

In  the  meantime,  Media  Vision's  stock 
has  crashed  to  about  3  from  a  high  of 
46.50  in  January.  And  the  Valley  won- 
ders whether  Jain  can  keep  his  job.  In 
December,  he  told  BUSINESS  WEEK  he- 
wanted  his  fast-growing  company  "to  do 
something  where  people  sit  up  and  say, 
'Wow.'  "It  sure  did. 

By  Kathy  Rebello  and  Robert  I).  Hof  in 
San  Francisco 


Commentary/by  Wendy  Zellner 

REQUIEM  FOR 
A  HEAVYWEIGHT 


When  I  learned  of  Mike 
Walsh's  death  on  May  6,  I 
felt  a  strange  mix  of  sorrow 
and  betrayal.  Sadness  at  the  loss  of  a 
man  I  had  come  to  know  and  like 
through  hours  of  interviews  about  the 
kinds  of  things  that  touch  the  soul,  not 
the  balance  sheet— family,  brain  can- 
cer, and  death.  And  betrayal,  strange- 
ly, because  Walsh  had  inadvertently 
deceived  me.  My  re- 
porter's skepticism 
had  yielded  to  his 
powerful  optimism;  I 
had  let  myself  believe, 
despite  the  odds,  that 
Walsh,  51,  could  beat 
cancer.  Somehow,  the 
CEO  of  Tenneco  Inc. 
made  it  seem  possible 
that  determination 
and  "no-excuses"  re- 
solve could  overcome 
all  obstacles. 

For  most  of 
Walsh's  remarkable 
life,  that  was  true 
enough.  After  gradu- 
ating from  Yale  Law 
School  in  1969,  he 
quickly  moved  from 
public  defender  to 
CEO  and  turnaround 
artist  at  Union  Pacific 
Railroad  Co.  and  con- 
glomerate Tenneco. 


TW  MdQNSEY  MYSTIQUE  i  CLINTON'S  HEALTtKAiE  PUM 


BusinessWeek 


THE  FIGHT 
OF  HIS  LIFE 


With  Mike,  what  counted 
was  "getting  on  with 
it."  He  didn't  seem,  to 
question  his  fate  or  rage 
about  life's  unfairness 


With  harsh  cost-cutting  and  wide-rang- 
ing quality  initiatives,  Walsh  boosted 
productivity  and  profits  at  both  com- 
panies. He  framed  the  battle  as  a  war 
to  prove  America's  industrial  might, 
and  reveled  in  making  behemoth  or- 
ganizations more  responsive  to  cus- 
tomers and  shareholders. 
NO  SELF-PITY.  Grit  was  always  a  Walsh 
hallmark.  Shoulder  injuries  forced  him 
to  quit  college  football  and  his  dream 
of  playing  professionally.  But  he  re- 
grouped, channeling  his  energies  into 
academics  and  landing  a  spot  from 
Stanford  University  in  the  first  class  of 
White  House  Fellows.  Later,  at  Yale, 
he  refused  to  yield  to  mononucleosis  at 
the  end  of  his  first  year,  determined  to 
finish  exams. 

Friends  from  Stanford  talk  about 
one  incident  that  sums  up  Walsh's 


supreme  confidence,  even  cockiness. 
At  a  football  rally  before  the  "big 
game"  against  the  University  of  South- 
ern California,  students  were  booing 
the  winless  team  and  drowning  out 
the  coach.  Suddenly,  Walsh,  a  fresh- 
man football  player  with  his  arm  in  a 
cast,  bolted  from  the  crowd  to  the 
stage.  He  castigated  the  students  for 
their  behavior,  and  challenged  th^ 
hecklers  to  take  himl 
on.  The  crowd  erupt- 
ed in  cheers.  And  the 
next  day,  Walsh  re-^ 
called  last  year,  "the 
stands  were  one  bid 
sea  of  respectful  enj 
thusiasm."  The  game? 
"We  lost,"  Walshi 
laughed  heartily. 

With  Walsh,  it  was 
easy  to  forget  th€ 
losses.  In  the  face  oi 
cancer,  he  didn't  seen 
to  question  his  fate  oi 
rage  about  life's  unj 
fairness.  "You  eithe: 
get  on  with  it  or  yoi 
don't,"  he  explained 
"Not  because  it's  sue! 
a  courageous  thing  oi 
so  terribly  meritori 
ous,  but  practical^ 
speaking,  if  you  don't 
what  the  hell  do  yoi 
do?"     His  attitude 


rubbed  off  on  family,  friends,  and  col 
leagues.  Tenneco  continued  its  trans 
formation  under  Walsh's  handpicke< 
successor,  Dana  G.  Mead.  And  Walsh' 
wife,  Joan,  focused  on  helping  hin 
through  chemotherapy  and  radiation 
There  was  no  time  for  self-pity  durin; 
the  16-month  ordeal.  "Why  should  w 
be  protected?"  Joan  asked  last  sum 
mer.  "We're  no  more  special  than  anj 
body  else." 

That  infectious  determination  wa 
Mike  Walsh's  real  power.  He  mad 
those  close  to  him  believe  that  thej 
too,  were  capable  of  untold  strengt 
and  courage.  That's  a  message  cance 
can't  take  away. 


Dallas  Bureau  Chief  Zellner  po\ 
trayed  Walsh's  battle  with  cancer  in 
Sept,  20,  1993,  Cover  Story. 
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Templeton  Foreign  Fund 
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"Diversify— by  company, 
by  industry  and  by  country* 
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Templeton  Foreign  Fund 

Investments  in  international  stocks  have  often  been  viewed 
as  risky.  But  these  days  it  may  also  be  risky  to  limit  your 
investments  to  a  single  country. 
Which  is  precisely  the  reason  we 
offer  the  Templeton  Foreign  Fund. 


Invested  solely  in  securities  of 
companies  and  governments  out- 
side the  United  States,  the 
Templeton  Foreign  Fund  has  shown 
an  impressive  record.  Of  course, 
past  performance  does  not  guaran- 
tee future  results. 

For  more  information,  call  your 


investment  representative  or  Templeton  today. 


"Sir  John  Templeton,  who  currently  serves  as  Chairman  of  the  fund's  Board,  is  not  involved  m  invest- 
ment decisions,  which  are  made  by  the  fund's  investment  manager. 

fCumulaltve  total  returns  show  the  percent  change  in  value  of  an  investment  over  the  1 0-  and  5-vrar 
periods.  Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment 
over  the  indicated  periods.  All  calculations  include  the  maximum  5.75%  initial  sales  charge  and 
assume  reinvestment  of  dividends  and  capital  gams  at  net  asset  value.  Prtor  to  July  I,  1992,  fund 
shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares  during  that 
period  would  have  been  somewhat  less  than  noted  above. 

Fund  share  prices  and  returns  will  fluctuate  with  market  conditions,  currencies,  and  the  economic  and 
political  climates  where  investment  are  made 

Principal  Underwriter:  franklin/ Templeton  Distributors,  Inc 


Call  1-800 

342-FUND 
Ext.  T  2  6  3 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

// /  ;  'I  would  like  a  Jree  prospectus 
containing  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I 
invest  or  send  money. 

D   /  am  currently  a  Templeton  shareholder. 

Name 

Address 

City  

State/Zip 
Daytime  Phone 

BWKsM 
T263 

Templeton 

WORLDWIDE 


A  Member  of  the  $115  Billion  Franklin /Templeton  Group 
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MORE  MUCK  IN 
THE  SWAPS  SWAMP 


Another  corporate  swaps 
customer  has  taken  a  hit. 
Air  Products  &  Chemicals, 
based  in  Allentown,  Pa.,  said 
on  May  11  it  had  reduced  sec- 
ond-quarter earnings  by  $60 
million,  to  $13  million,  to  re- 
flect a  decline  in  the  value  of 
five  leveraged  derivative  con- 
tracts. Its  banker:  Bankers 
Trust,  which  also  was  in- 
volved in  derivative  deals  in 
which  Procter  &  Gamble, 
Mead  and  Gibson  Greetings 
booked  losses.  "We  under- 
stood the  formula,"  says  Ger- 
ald White,  Air  Products'  CFO. 
"Our  risk  analysis  did  not  pick 
up  the  effect  of  the  leverage 
feature  on  the  downside." 


CLOSING  BELL 


KEMPER 
CAVES 


Quite  a  show  of  bravado  from 
Kemper.  Faced  with  GE  Capital's 
unwanted  takeover  proposal,  the 
financial  conglomerate  boldly 
offered  shareholders  a  deal. 
Reject  GE,  it  promised,  and  we'll 
have  the  stock  up  to  65  within  a 
year— or  else  sell  out  to  the  highest 
bidder.  But  investors  won't  have  to 
wait  that  long.  Five  days  later,  on 
May  8,  GE  rolled  back  in  with  a 
revised  offer  of  $60  a  share, 
up  from  $55.  Now,  Kemper  has 
opened  the  bidding  to  all  comers, 
inviting  GE  and  other  would-be 
suitors  to  review  its  books.  No  one 
else  rushed  to  take  the  bait,  though, 
and  by  May  10,  Kemper's  stock 
had  settled  just  below  GE's  offer. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


Bankers  Trust  says  it  believes 
"derivative  products  are  useful 
and  will  continue  to  be  used." 
Beginning  May  10,  Congress 
held  hearings  to  consider 
regulating  derivatives. 


GLAXO-McKESSON: 
A  DEAL  OR  JUST  TALK? 


Drugmaker  Glaxo  is  after 
McKesson's  PCS  pharma- 
cy-benefits-management unit. 
But  its  game  plan  is  unclear. 
In  two  days,  McKesson  stock 
soared  12%,  to  807/s  on  May 
10,  on  a  report  that  Glaxo 
was  negotiating  to  buy  the  di- 
vision. It  fell  the  next  day  on 
talk  that  the  companies  sim- 
ply would  sign  a  strategic- 
agreement .  Neither  side 
would  comment,  but  a  deal 
wouldn't  be  much  of  a  sur- 
prise: Drugmakers  want  ben- 
efits managers  such  as  PCS  to 
ensure  that  their  brands  are 
chosen  among  equivalent 
drugs.  That's  why  Merck 
bought  Medco,  and  why 
SmithKline  is  buying  DPS. 


SORT  OF  A  VICTORY 
FOR  DUPONT 


Hours  before  a  jury  ruled 
in  its  favor  in  a  Florida 
lawsuit  over  Benlate,  DuPont 
settled  with  four  growers  who 
claimed  crop  damage  from  the 
fungicide.  Rather  than  take  a 
chance  on  the  May  11  verdict 
after  a  five-month  trial, 
DuPont  agreed  to  pay  the 
four  and  some  55  other  plain- 
tiffs unspecified  amounts  un- 
der $1  million  each.  But  the 
jury,  forced  to  rule  because  a 
fifth  farmer  held  out,  exoner- 
ated the  company— a  verdict 
DuPont  attorney  John 
Schmutz  called  "DuPont's 
sweetest  victory"  yet.  DuPont 
still  faces  more  than  200  Ben- 
late  lawsuits. 


BAD  NUMBERS 
SPOIL  A  PHONE  DEAL 


For  Peoples  Telephone,  it 
was  truly  a  wrong  num- 
ber. On  May  10,  the  prospect 


HEADLINER 


A  SOOTHING  PRESENCE  AT  DELL? 


To  some,  Michael  Dell's 
May  9  decision  to  share 
CEO  duties  with  Motorola  vet- 
eran Morton  Topfer  seems  the 
perfect  corner-office  marriage. 
A  manufacturing  whiz,  Topfer 
helped  Motorola's  mo- 
bile-radio unit 
thrive.  And  Dell, 
the  29-year-old 
personal-com- 
puter wun- 
derkind,  draws 
praise  for  being 
that  rare  breed 
of  entrepreneur 
who  knows  his  limi 
tations.  Indeed,  Topfer 
will  join  a  spate  of  big-com- 
pany executives  hired  in  the 
past  18  months  to  help  Dell 
control  his  company's  growth; 
it  lost  $35.7  million  last  year, 
even  as  sales  ballooned  30%, 
to  $2.8  billion. 

Still,  things  may  not  be  so 


clear-cut  when  Topfer  report! 
for  work  on  June  1.  Insidei* 
doubt  Dell  is  ready  to  givl 
up  day-to-day  control— despilj 
urging  from  board  membeij 
that  he  focus  on  strategy.  iJ 
stead,  Dell  had  grantel 
partial  power  to  I 
string  of  would-t| 
operation! 
chiefs,  none  1 
whom  has  lasa 
ed  long. 

Now,  it's  ToJ 
fer's  turn, 
says  that 
aware  of  Dell 
stormy  past— but 
nonetheless  bought  a  hon 
near  Dell  Computer's  Aust 
(Tex.)  headquarters.  "I  tru 
believe  Michael  wants  to 
down  on  the  turbulence,' 
says.  Maybe  so.  Dell  could 
with  some  stability. 

By  Peter  Burrox 


he 


of  a  first-quarter  operating 
loss  scuttled  the  Miami  pay- 
telephone  company's  proposed 
acquisition  by  IDB  Communi- 
cations, idb  had  offered  $17.60 
a  share,  or  $330  million.  But  it 
balked  when  Peoples  said  that 
bad  winter  weather  had 
turned  the  $1.5  million  oper- 
ating profit  analysts  had  ex- 
pected into  a  $400,000  loss. 
IDB,  a  satellite  carrier  primar- 
ily of  international  calls  that 
wanted  to  build  its  U.  S.  busi- 
ness through  Peoples,  then  re- 
duced its  offer  to  just  $236 
million— a  price  that  Peoples 
rejected.  Peoples'  stock 
dropped  5%>,  to  7%..  on  the 
news  of  the  deal's  collapse. 


SPLIT  DECISION  IN  AN 
AIDS  SUIT 


This  had  the  makings  of  a 
major  civil  rights  dispute. 
A  Delta  Air  Lines  reserva- 
tion sales  manager  with  AIDS 
claimed  that  the  carrier  had 
violated  his  civil  rights  by  fir- 
ing him  in  1991.  But  on  May 
10,  the  San  Mateo  County  Su- 


perior Court  jury  returned 
mixed  verdict:  a  $275,0 
award  for  the  infliction 
emotional  distress,  but  no 
cision  on  the  key  issue  of  d 
crimination.  For  now,  Del 
has  ducked  the  more  than  $ 
million  in  damages  sought 
the  former  employee,  Jose 
Sullivan.  The  jury  agree 
though,  that  Delta  had  viol 
ed  Sullivan's  right  to  priva 
by  listing  him  among  otb 
San  Francisco  employees  w 
AIDS,  and  by  requiring  him 
inform  each  of  his  co-work( 
personally  of  his  illness. 


ET  CETERA... 


►  Nicotine  addictive?  A  ne\ 
revealed  1963  tobacco  stu 
shows  producers  knew  it  w 

►  Dillard  Department  Sto: 
publicly  joined  the  hunt 
bankrupt  retailer  Macy's. 

►  Apple  Computer  and  IBM 
dered  their  multimedia  v 
ture,  Kaleida,  to  scale  bacJ 

►  General  Motors  agreed 
contribute  $10  billion  to 
creaking  U.  S.  pension  pla! 


38  BUSINESS  WEEK/MAY  23,  1994 


How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 

The  Company  Wanted  Its  Worker  Back. 

Our  solution  was  a  comprehensive  Liberty  Mutual  program 


that  included  treadmills,  weights,  walking  exercises 


and  on-site  work  hardening.  The  injured  worker  had 


the  added  benefit  of  a  team  focused  on  his  needs. 


We  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


If  you'd  like  an  insurance  company  that  knows 


how  to  build  a  strong  business, 

h 

talk  to  Liberty  Mutual. 


LIBERTY 
MUTUAL 


•    l<^4  Libert)  Mutual  Insurance  Group/Bw 


"Natio?isBank  knows  the  dynamics  of  our  industry  and 
devotes  the  time  and  people  required  to  fully  understand 
our  company.  They  were  extremely  responsive,  provided 
better  service,  and  structured  and  arranged  our  financing 
at  attractive  rates. " 

Steven  L.  Sinn 

Chief  Executive  Officer  and  President 
Page  America  Group,  Inc. 

$13,000,000  Subordinated  Notes  Due  2003  With  Warrants 
$31,000,000  Convertible  Preferred  Stock 
$56,270,000  Senior  Secured  Revolver  And  Term  Loan 
915,625  Common  Shares 

Structured  And  Placed  By  NationsBanc  Capital  Markets,  Inc. 


Why  NationsBank  Is  One  Of 
Corporate  America's  Principal  Sources 
For  Corporate  Finance. 


"Iam  impressed  with  the  caliber  of  the 
NationsBank  people  and  the  way  they  care  about 
our  relationship.  They  went  out  of  their  way  to 
create  a  financial  structure  for  La  Quinta  that 
was  extremely  valuable  to  us." 

Michael  Depatie 
Senior  Vice  President, 
Chief  Financial  Officer 
La  Quinta  Inns,  Inc. 

$60,000,000  Variable  Rate  Demand  Notes 
$242,000,000  Revolving  Credit 
And  Term  Loan  Facility 

"NationsBank  plays  a  key  partnership  role  in  o  ur 
development,  Tliey  understand  the  cyclical  nature  of  our 
industry,  and  have  demonstrated  the  courage  to  provide 
us  with  the  capital  resources  required  in  o  ur  expansion. " 

Phillip  E.  Casey 

Vice  Chairman 

Birmingham  Steel  Corporation 

$130,000,000  Privately  Placed  Senior  Notes* 
$80,000,000  Credit  Facility 

NationsBank  -  a  trusted  financial  advisor  to  successful  corporations.  Our  people  understand 
the  unique  financial  and  operating  strategies  _  _  ^  «  ,,, 

of  our  clients  and  deliver  value-added  solutions  1^1  ^■■V  jM|  4*  BS  MMM  B9k  If 
to  assist  them  in  meeting  their  objectives.     l^K %M  lIlrI19l#U  lm 


'NationsBanc  Capital  Markets,  Inc.,  a  nonbank  subsidiary  of  NationsBank  Corporation.  Member  SIPC/NASD. 

©  1994  NationsBank  Corporation. 
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LINTON'S  FOREIGN  POLICY: 
DISASTER  WAITING  TO  HAPPEN 


i  the  vast  foreign  affairs  firmament,  it  seemed  like  just  a 
lolicy  blip.  But  President  Clinton's  decision  to  ease  immi- 
gration curbs  on  Haitian  refugees— the  latest  in  a  long 
ig  of  flip-flops— will  create  ripples  far  beyond  the 
bbean.  Coming  amid  a  concerted  drive  to  convince  allies 
the  White  House  has  at  last  found  a  foreign  policy  eom- 
,  the  reversal  signals  new  trouble  for  Clinton, 
lat's  the  last  thing  the  President  needs  as  he  preps  for  a 
:  summit  in  Europe.  With  the  Continent 
t  by  unemployment,  civil  war  in  Bosnia, 
an  ugly  resurgence  of  nationalism,  Euro- 
is  are  looking  for  U.  S.  global  leadership, 
with  each  American  zig-zag,  they  see  a 
rn  to  Carter-era  fecklessness. 
bles.  Foreign  policy  experts  are  unani- 
s  on  the  root  of  the  problem:  Besides  be- 
too  fixated  on  domestic  issues  to  delve 
international  policy  with  any  depth,  Clin- 
md  his  advisers  lack  a  coherent  approach 
le  post-cold-war  world.  Says  Karl  D.  Jack- 
a  National  Security  Council  aide  to 
~ge  Bush:  "You  can't  shift  constantly  as 
do  in  domestic  policy.  The  world  is  watch- 
Even  some  Clintonites  are  now  voicing 
view. 

p  to  now,  Clinton  has  not  paid  a  severe 
3  for  missteps  on  Haiti,  Bosnia,  and  So- 
a,  since  they  don't  threaten  key  U.  S.  in- 
sts.  But  that's  not  the  case  for  pending 
clowns.  Beijing  has  called  Clinton's  bluff  on  his  threat  to 
ike  preferential  trade  status  over  human-rights  abuses. 
Clinton's  pattern  of  empty  threats  is  not  lost  on  North 
ian  dictator  Kim  II  Sung,  who  seems  intent  on  building  nu- 
:  weapons.  Clinton's  vacillation  makes  it  much  tougher  to 
rince  Japan  and  South  Korea  that  he's  serious  about  im- 
ig  economic  sanctions  on  Pyongyang.  "When  you're  trying 
et  other  countries  to  do  things  they're  uncomfortable  do- 


CHANGES  COMING?  CLINTON, 
LAKE,  AND  CHRISTOPHER 


ing,  they  have  to  know  you're  committed,"  says  Robert  B. 
Zoellick,  Under  Secretary  of  State  in  the  Bush  Administration. 

Clinton  deserves  credit  for  making  economic  interests  a 
higher  priority  in  foreign  policy.  Even  critics  praise  his  flog- 
ging of  U.  S.  exports  (page  28).  And  he  has  done  better 
where  he  inherited  a  framework,  such  as  the  Mideast  peace 
process,  the  GOP  push  for  free-trade  accords,  and  a  drive  to  ex- 
pand economic  ties  with  Asia.  But  when  faced  with  new  chal- 
lenges, the  Administration  is  short  on  for- 
eign policy  specialists  with  ideas,  resolve,  and 
experience— a  price  Democrats  are  paying  for 
12  years  out  of  office. 

What's  to  be  done?  Confidants  want  Clinton 
to  shake  up  his  foreign  policy  crew.  He  has 
replaced  Les  Aspin  with  William  J.  Perry  at 
Defense,  but  they  say  he  should  find  graceful 
exits  for  Secretary  of  State  Warren  M. 
Christopher,  considered  a  weak  statesman, 
and  National  Security  Adviser  Anthony  Lake, 
an  academic  who  is  a  poor  policy  implemented 
helping  hand.  For  now,  Clinton  isn't  buying 
that  counsel.  But  he  might  well  turn  to  the 
White  House  adviser  with  the  most  foreign  af- 
fairs experience— former  Senate  Armed  Ser- 
vices Committee  member  Al  Gore.  The  Vice- 
President  has  jumped  in  to  help  out  on 
several  occasions,  such  as  taking  on  Ross  Per- 
ot on  free  trade.  Last  fall,  to  make  up  for 
Christopher's  weakness.  Gore  was  asked  to 
give  several  foreign  policy  speeches.  Now  he  could  help  the 
White  House  set  clear  goals  for  a  new  era. 

So  far,  Clinton  has  felt  he  could  ignore  foreign  affairs  be- 
cause his  pollster  keeps  telling  him  that  the  public  doesn't 
care.  But  unless  he  changes  his  ways,  his  stature  as  a  world 
leader  will  keep  shrinking,  possibly  provoking  a  crisis— this 
time,  with  adverse  consequences  for  the  Domestic  President. 

By  Amy  Borrus 


>ITAL  WRAPUPI 


dangerous.  "We  think  this  policy  will 
be  good  for  companies  and  for  the 
sumer,"  says  a  top  agency  official. 

CORPORATE  PRIZES  

The  Baldrige  Quality  Award  has 
been  such  a  hit  with  business  that 
Congress  wants  to  establish  more 
prizes.  House  Majority  Leader  Richard 
A.  Gephardt  (D-Mo.)  is  seeking  Presi- 
dent Clinton's  support  for  a  bill  to  cre- 
ate awards  for  corporate  excellence  in 
productivity  and  innovation.  Winners 
would  share  insights  with  other  com- 
panies. Why  duplicate  the  Baldrige? 
The  Democrats  look  probusiness  and 
companies  get  another  chance  to  tout 
their  quality. 


EMULATIONS 


Ihe  FDA  will  soon  issue  a  long-await- 
ed policy  for  genetically  engineered 
ds,  which  it  hopes  will  satisfy  both 
ustry  and  consumer  groups.  Manu- 
turers  argue  that  most  gene-spliced 
tducts  are  no  different  from  old-fash- 
ed crops— and  thus  require  no  new 
jrsight.  But  opponents  say  the  FDA 
ids  to  conduct  thorough  safety  re- 
tws  of  all  biotech  foods,  such  as 
natoes  that  are  genetically  engi- 
3red  for  long  shelf  life.  The  compro- 
se:  Companies  must  notify  the  FDA 
'ore  marketing  such  products,  but 
:  agency  will  take  only  a  quick  look 
see  if  new  genes  make  the  foods 


con- 


ETHICS 


Did  Washington  superlawyer  Robert 
S.  Bennett  commit  an  ethical  faux 
pas  in  agreeing  to  represent  President 
Clinton  in  a  sexual  harassment  suit 
filed  by  former  Arkansas  state  em- 
ployee Paula  Jones?  Bennett  also  rep- 
resents House  Ways  &  Means  Com- 
mittee Chairman  Dan  Rostenkowski 
(D-Ill.),  under  criminal  investigation  by 
the  Justice  Dept.  for  misusing  public- 
funds.  Bennett  isn't  violating  lawyers' 
rules,  but  David  C.  Vladeck,  litigation 
head  of  the  watchdog  group  Public  Cit- 
izen, says  it  creates  the  appearance  of 
a  conflict:  Each  client  could  influence 
the  legal  or  political  fate  of  the  other. 


-JGTON  OUTLOOK 
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Introducing  A  Comp 
Well  Engineeree 
Actually  Improves  M 


One  of  the  most  impressive 
features  of  the  Deskpro  XL 
is  its  juture  Its  upgrade- 
ability,  expandability  and 
flexibility  (and  countless 
other  Compaq-engineered 
abilities)  arc  all  designed 
to  protect  your  investment. 


If  you  use  a  powerful  computer,  you  know  how., 
it  works:  The  clay  you  bought  your  last  machine 
was  the  day  you  started  thinking  about  your 
next  one.  For  that  reason,  we'd  like  to  introduce 
you  to  a  computer  you  can  always  look  forward 
to -the  new  Compaq  Deskpro  XL. 

Basically,  we've  designed  the  Deskpro  XL  to 
be  everything  you  could  ever  want  in  a  high- 
performance  desktop  computer. 
A  new  high  at  the  high  end.  So 
not  only  did  we  build  in  our  own 
industry-leading  technologies,  we 
added  the  flexibility  and  expandability  that  will  make  it  possible 
for  you  to  take  advantage  of  advances  still  to  come. 

Deskpro  XL's  powerful  PCI  local  bus,  with  integrated  32-bit 

Fast  SCSI-2  and  Ethernet  capa- 
bilities, lets  you  add  the  most 
advanced  features -while  its 
EISA  slots  offer  compatibility 
with  the  thousands  of  existing 


It's  showtime.  Spectacular 
graphics  capabilities  we 
built  into  the  Deskpro  XL, 
combined  with  the  VESA 
Advanced  Feature  Connec- 
tor, lay  the  groundwork  for 
high-end  design  work  and 
i  ideo  conferencing. 


it's  Jan.  Oh,  is  it  fast.  And  the  good  news  is,  it  mil  onh 
get  faster.  The  Deskpro  XL's  advanced  architecture  makes 
it  easy  to  upgrade  to  future  processors  -  so  you'll  he  able 
tobu\  more  speed  without  buying  a  nen  computer 


options.  You  also  get  super-fast  QVision  PCI  graphics  with  crisp 
1280  x  1024  resolution.  So  with  the  Deskpro  XL, 
you  enjoy  maximum  performance  today,  with  a 
door  wide  open  for  future  growth. 

Standard  equipment,  of  course,  includes  the 
Compaq  commitment  to  quality,  dependability 
and  value.  Which  comes  in  the  form  of  our  free 
three-year  warranty'  and  our  free  seven-day, 

24-hour  support. 


The  Deskpro  XL  make 
upgrading  a  lot  easier 
with  its  Plug  and  Via) 
capabilities.  Set 
is  a  snap,  too  -  no 
special  tools  required 


'ocalyst  keyboard 
has  a  built-in  speaker, 
microphone  and  controls 
for  Business  Audio  -  so 
the  complete  power  of 
business  communication 
will  alway\  be  right  at 
your  fingertips. 


The  Deskpro  XL  starts  at  $2,599" 
and  is  available  now  at  your  nearest 
authorized  Compaq  reseller.  If  you'd  like  more  details  via  fax, 
call  us  at  L800-345-1518,  select  the  PaqFax  option  and  request 
document  #4052.  You'll  find  that 

the  future  has  never  looked  better.  COMPAQ 


©1994  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  and  Deskpro  Registered  U.S.  Patent  and  Trade- 
mark Office  Vocalvst  is  a  trademark  and  PaqFax  is  a  service  mark  of  Compaq  Computer  Corporation  Headline  News  is  a 
registered  service  mark  of  Cable  News  Network,  Inc.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel 
Corporation.  'Certain  restrictions  and  exclusions  mav  apply  Monitors,  battery  packs  and  certain  options  are  covered  by 
a  one- year  warranty.  Call  the  Compaq  Customer  Support  Center  and  select  the  PaqFax  option  for  more  details  "Estimated 
selling  price,  actual  pricing  may  van,' 
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nternational  Business 


VIETNAM  I 


RISING  FROM 
THE  ASHES 

CAN  FREE  MARKETS  TURN  VIETNAM  INTO  A  TIGER? 


At  the  mouth  of  the  Red  River, 
the  first  signs  of  an  economically 
vibrant  Vietnam  can  be  glimpsed 
in  Haiphong.  Its  harbor,  once  mined  by 
the  U.  S.,  is  being  promoted  as  the  indus- 
trial gateway  to  northern  Vietnam.  A 
Japanese  consortium  will  spend  $156  mil- 
lion to  upgrade  Haiphong's  port.  Nearby, 
South  Korea's  Pohang  Iron  &  Steel  is 
building  a  $25  million  steel  plant.  And 
Taiwan's  Ching  Fong  Group  plans  a  $288 
million  cement  plant. 

If  Haiphong  represents  Vietnam's  po- 
tential, it  also  shows  how  far  the  coun- 
try has  to  go  to  join  the  ranks  of  Asia's 
Tigers.  The  city's  infrastructure  is  di- 
lapidated after  decades  of  war  and  ne- 
glect. Trucks,  tractors,  and  motorbikes 
clog  the  highway  from  Hanoi,  waiting 
to  cross  rickety  wooden  bridges.  Near 
the  heart  of  the  city,  old  trucks,  bicycles, 
and  vegetable  hawkers  jam  old  ferries. 
Much  of  the  work  in  Haiphong's  shallow 
container  port  is  done  by  huge,  slow- 
moving  Soviet-era  cranes. 

Throughout  Vietnam,  the  end  of  the 
U.  S.  embargo  in  February  has  made 
evident  the  promise  and  perils  the  coun- 
try faces  as  it  tries  to  catch  up  to  its 
Asian  neighbors.  Since  President  Clinton 
first  permitted  international  aid  to  flow 
to  Vietnam  last  year,  it  has  received  $2 
billion  in  assistance  and  a  rush  of  foreign 
investors  eager  to  take  advantage  of 
$30-a-month  labor  costs.  Moreover,  Hanoi 
has  managed  to  tame  hyperinflation  and 
a  currency  free  fall— despite  the  collapse 
of  its  main  trading  partner,  the  Soviet 
Union.  The  economy  is  growing  at  an 
8%  annual  clip,  and  exports  and  foreign 
investment  are  both  increasing  (chart). 

But  Vietnam  remains  one  of  the 
world's  poorest  countries.  Per  capita  in- 
come among  its  73  million  people  is  just 
$220,  and  the  country's  bumpy  high- 
ways, rusted  bridges,  and  silted-up  ports 
are  among  the  most  primitive  in  Asia. 
The  financial  system,  legal  framework, 
and  chaotic  bureaucracy  are  even  worse. 

To  transform  Vietnam  into  Asia's  next 
dynamo,  government  planners  have 


mapped  out  an  ambitious  strategy.  The 
elements  include  a  market-driven  econo- 
my, liberal  foreign-investment  laws,  and 
a  private  sector  of  small  and  midsize 
manufacturers.  Hanoi  also  plans  to  cre- 
ate a  new  banking  system,  Western- 
style  corporate  law  and  accounting  stan- 
dards, and  the  legal  framework  for  stock 
and  bond  markets.  Its  economic  role 
models  include  Taiwan,  Singapore,  and 
South  Korea  (table).  Communist  officials 
also  are  studying  the  experiences  of 
their  counterparts  in  Beijing,  hoping 
that  rapid  economic  growth  will  allow 
them  to  keep  their  monopoly  on  power. 
But  officials  concede  that  the  private 
sector  will  lead  the  way. 
new  millionaires.  Fortunately,  Viet- 
nam already  has  a  growing  private  sec- 
tor, one  adept  at  thriving  in  chaos. 
Based  mostly  in  the  south,  private  man- 
ufacturers account  for  34%  of  Vietnam's 
$500  million  in  light  manufacturing  ex- 
ports, and  output  is  set  to  grow  20% 
this  year.  The  driving  force  is  the 
500,000-strong  ethnic  Chinese  commu- 
nity, the  main  conduit  of  investment 
from  Taiwan  and  Hong  Kong.  But  there 
also  are  former  South  Vietnamese  army 
officers  who  have  finished  terms  in  "re- 
education camps"  and  the  offspring  of 
old  northern  capitalists. 

One  of  the  country's  new  millionaires 
is  Huynh  Thanh  Chung,  26,  the  grand- 
son of  landlords  in  Hanoi  who  lost  vast 


holdings  after  the  revolution.  A 
dropout  with  no  formal  business  tra 
ing,  Chung  has  built  his  family-own 
Hai  Vuong  Co.  into  a  $50  million  gro 
spanning  construction,  garments,  a 
beer.  Last  year,  he  plunged  into  s< 
food  processing  with  a  $3  million  pla 
that  ships  70%  of  its  output  to  Jap; 
"If  we  wait  to  gain  experience,"  Chu 
says,  "we  won't  be  able  to  do  anythin 


HOW  VIETNAM 
IS  LEARNING 
FROM  ASIAN 
NEIGHBORS 


TAIWAN  Borrowing  from  its 
experience  in  running  large- 
scale  export-processing 
zones  for  foreign  investors 


SOUTH  KOREA  Hoping  to 
follow  its  lead  in  developing 
industries  such  as  autos  and 
electronics  by  protecting  local 
companies  from  competition 

SINGAPORE  Planning  to  dup- 
licate its  liberal  foreign-invest- 
ment rules  that  allow  majority 
foreign  ownership  in  order  to 
attract  top  multinationals  in 
high-tech  industries 


CHINA  Emulating  its  f 
munist  Party  rulers  by  " 
ing  economic  change!  I 
while  stifling  challenge  4 
one-party  rule  j  / 

JAPAH   Relying  on  hj 
industrial  planning  fro  <j 
some  of  its  large  comi  A 
such  as  Mitsubishi,  w«  1 
has  designed  Vietnam 
auto  master  plan 


J  Si 
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le  trick  will  be  channeling  that  en- 
reneurial  energy.  Former  Singapore 
le  Minister  Lee  Kwan  Yew  is  help- 
advise  Hanoi  officials  on  economic 
y.  The  U.  N.  Development  Program 
>P)  is  giving  hundreds  of  officials  a 
h  course  in  public  administration, 
s  for  setting  up  capital  markets  are 
i\y  based  on  proposals  prepared  by 
U.  N.'s  International  Finance  Corp. 


Vietnam's  automobile  master  plan  comes 
courtesy  of  Mitsubishi  Corp.,  and  an  in- 
formation technology  strategy  is  from 
Unisys  Corp. 

Ironically,  the  once  implacable  enemy 
is  likely  to  be  an  asset  for  the  U.  S.  De- 
termined not  to  be  dominated  by  Japa- 
nese, Chinese,  or  Europeans,  Hanoi  has 
reserved  a  major  role  for  Americans  in 
sectors  such  as  oil,  cars,  and  telecommu- 


*  HELLO  WORLD: 
THE  VIETNAMESE 
ARE  NOW  EAGER  FOR 
INVESTMENT  FROM 
MULTINATIONALS 

nications.  A  preference  for 
U.  S.  goods  is  one  reason 
that  Motorola  Inc.,  for  ex- 
ample, is  confident  it  can 
make  up  for  lost  time 
against  archrivals  L.  M. 
Ericsson  and  Alcatel.  With 
only  20,000  pagers  and  a 
few  thousand  mobile  phones 
sold  so  far,  the  real  takeoff 
in  demand  hasn't  begun, 
ffffl^  "I'm  not  too  worried,"  says 
Frank  Marciano,  who  heads 
Motorola's  Hanoi  office. 
"The  opportunities  for  us 
are  amazing." 

Before  these  opportu- 
nities can  be  grasped,  how- 
ever, Hanoi  must  overcome 
some  sizable  obstacles.  With 
low-cost  Asian  countries 
such  as  China,  Indonesia, 
and  India  all  competing  for 
foreign  capital,  many  pros- 
pective investors  say  that 
Vietnam  has  already  be- 
come too  expensive.  In  Ho 
Chi  Minh  City,  rents  in 
hastily  constructed  office 
towers  go  for  $28  a  square 
meter,  and  faxes  start  at  $6 
per  page.  Such  hikes  in  of- 
fice rents,  as  well  as  sala- 
ries and  taxes,  have  investors  asking 
whether  Vietnam  will  price  itself  out  of 
the  market. 

internal  squabbles.  The  country's  take- 
off also  will  be  delayed  until  relations 
are  normalized  with  the  U.  S.  The  end  of 
the  embargo  opened  the  market  to  com- 
panies like  Citibank,  Mobil,  and  AT&T, 
but  Vietnam's  exports  to  the  U.  S.  will 
be  crippled  until  Washington  grants  tex- 
tile quotas  and  most-favored-nation  trade 
status.  A  quick  move  is  unlikely.  "That 
isn't  even  on  the  radar  screen  right  now," 
says  one  State  Dept.  official. 

The  Vietnamese  government,  mean- 
while, still  faces  internal  squabbles  pitting 
reformers,  led  by  Prime  Minister  Vo  Van 
Kiet,  against  hard-liners  fearful  of  "con- 
spiracies" by  hostile  foreign  forces.  The 
government  also  has  to  prove  it  will  not 
waste  financial  aid  through  mismanage- 
ment and  corruption.  "The  jury  is  still  out 
on  whether  they  can  plan,  deploy,  and 
manage  all  the  assistance,"  says  Roy  D. 
Morey,  head  of  the  undp's  Hanoi  office. 

The  problem  is  that  so  much  must 
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be  fixed.  Besides  the  decaying  infra- 
structure, few  legal  protections  exist  for 
investors.  The  bureaucracy,  housed  in 
run-down  French  colonial  buildings  paint- 
ed in  drab  pinks  and  yellows,  is  so  disor- 
ganized that  collecting  taxes,  managing 
public  finances,  and  forming  industrial 
policy  is  almost  impossible.  Because  of 
the  arcane  financial  system,  more  than 
60%  of  transactions  are  handled  outside 
the  banks.  Big  companies  often  settle 
debts  by  dispatching  truckloads  of  dong, 
the  local  currency. 

Still,  Vietnam  has  proved  its  resource- 
fulness many  times  before.  Before  launch- 
ing dm  moi,  or  reno- 
vation, policies  in 
198(5,  mismanage- 
ment and  war  had 
left  much  of  the 
country  near  starva- 
tion. To  catch  up, 
Vietnam  is  letting 
outsiders  own  as 
much  as  70%  of  joint 
ventures  in  "strate- 
gic" industries  such 
as  cars,  steel,  and 
electrical  power-, 
thereby  making  it 
far  more  open  than 
most  other  Asian 
countries  at  this 
stage  of  develop- 
ment. "We  would 
like  to  build  our  own 
industries,  but  we 
are  latecomers,"  ex- 
plains Do  Due  Dinh, 
president  of  the  In- 
stitute on  World  Ec- 
onomics, a  govern- 
ment think  tank. 
"We  have  to  rely  on 
foreign  capital." 

In  many  ways, 
the  primitive  state 
of  Vietnam's  econo- 
my is  an  advantage.  Unlike  other  com- 
munist powers,  Hanoi  never  made  much 
progress  building  industrial  white  ele- 
phants. So  it  will  be  easier  than  in  China 
and  Eastern  Europe  to  turn  around  big 
money-losing  state  enterprises. 

BUILDING  INFRASTRUCTURE.  To  revive 
the  state  sector,  the  government  is  plan- 
ning ambitious  financial  reforms.  Within 
two  years,  foreign  financial  institutions 
may  be  allowed  to  invest  directly  in 
stocks  and  make  domestic  consumer 
loans.  "We  are  at  the  stage  where  Viet- 
nam could  change  into  a  real  market 
economy,"  says  Nguyen  Thieu,  general 
secretary  of  the  State  Finance  &  Cur- 
rency Council. 

To  get  there,  Vietnam  will  have  to 
spend  at  least  the  next  five  years  build- 


ing infrastructure.  Hanoi  has  earmarked 
most  of  the  $1.86  billion  committed  so 
far  by  international  agencies  to  build- 
ing roads.  Since  Vietnam  needs  all  the 
help  it  can  get,  it's  throwing  open  pro- 
jects for  power  plants,  toll  roads,  and 
even  new  cities  to  foreign  investors. 

But  first,  Hanoi  must  get  its  act  to- 
gether on  foreign-investment  policies 
and  cost  control.  Numerous  projects 
have  been  delayed  by  disputes  over  ris- 
ing costs  or  land  rights.  Some  have  been 
halted.  Stung  by  statistics  showing  that 
less  than  one-third  of  the  $7.7  billion  in 
approved  foreign  investment  since  1988 


ing  computer  engineering,"  says  Luu 
Tien  Hiep,  deputy  director  of  Ho  Chi 
Minh  City's  Lotus  College,  where  stu- 
dents use  locally  made  PC  clones  and 
share  old  American  textbooks. 
keeping  UP.  Vietnam  once  harbored 
dreams  of  developing  its  own  high-tech 
industries.  But  realism  has  set  in,  and 
wasteful  programs  in  semiconductors, 
robotics,  and  aerospace  have  been 
scrapped.  Still,  Vietnam  has  thousands  of 
electrical  engineers  earning  around  $100 
a  month.  Many  have  managed  to  stay 
abreast  of  technological  advances.  EverJ 
though  using  U.  S.  computer  networks] 


★  HUYNH  THANH  CHUNG,  THE  GRANDSON  OF  RICH  LANDLORDS  WHO  LOST 
THEIR  HOLDINGS,  IS  NOW  THE  OWNER  OF  A  $50  MILLION  FAMILY  BUSINESS 


has  actually  come  into  the  country,  Ha- 
noi is  studying  ways  to  streamline  in- 
vestment approvals. 

Establishing  a  modern  financial  sys- 
tem is  another  priority.  Hanoi  estimates 
it  must  raise  $40  billion  in  investment- 
half  from  private  sources— and  boost 
the  savings  rate  from  11%  of  gross  na- 
tional product  to  20%  by  2000.  "If  we 
can't  meet  these  targets,"  says  the  fi- 
nance council's  Thieu,  "we  cannot  gener- 
ate the  funds  for  industrializing  the 
country." 

One  encouraging  sign  is  that  Vietnam 
is  becoming  a  hotbed  for  small  software 
and  computer  startups.  The  school  sys- 
tem has  spawned  legions  of  techies  fasci- 
nated with  information  technology.  "The 
cream  of  Vietnam's  students  are  choos- 


was  prohibited  by  the  embargo,  the 
Vietnamese  were  able  to  gain  access  t( 
them  through  Australia.  For  instance 
researchers  at  Hanoi's  Institute  of  In 
formation  Technology  kept  up  with  th< 
advances  in  fields  such  as  artificial  intel 
ligence  by  tapping  into  Massachusett 
Institute  of  Technology's  databasi 
through  the  Internet.  Today,  those  scien 
tists  and  engineers  are  doing  busines; 
directly  with  Digital  Equipment,  Ora 
cle,  and  Microsoft. 

Many  experts  believe  that  as  earl; 
as  by  the  end  of  the  decade,  VietnanJ 
just  may  become  a  source  of  compute' 
applications  and  design.  "There  is  a  lo 
of  raw,  sound  talent,"  says  Roger  Stone 
Indochina  vice-president  for  Unisy 
"With  their  entrepreneurial  flair,  the; 
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AT  TOYOTA,  improving  the  quality  of  life  is  as 
important  to  us  as  improving  the  quality  of  our 
vehicles.  That's  why,  for  the  last  20  years,  we've 
been  supporting  American  community  projects 
that  are  as  diverse  and  exciting  as  the  people 
who  participate  in  them.  This  year  alone,  we're 
investing  more  than  $12  million  in  organizations 
ranging  from  the  National  Science  Teachers 
Association  to  the  United  Negro  College  Fund 
to  educational  PBS  programming,  such  as 
"Where  in  the  World  Is  Carmen  Sandiego?"  To 
us,  a  successful  business  shouldn't  just  try  to  make 
a  profit,  it  should  try  to  make  a  difference  as  well. 


INVESTING     IN     THE     THINGS     WE     ALL     CARE     ABOUT.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-C14,  New  York.  NY  10019. 
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have  unbelievable  potential  as  a  source 
of  services  and  software." 

That  is  Vietnam's  greatest  asset:  its 
people.  Millions  of  Vietnamese  have 
worked  very  hard  to  survive  against  tre- 
mendous odds.  The  country's  education 
system  has  not  only  produced  widespread 
literacy,  but  it  has  also  allowed  many 
workers  to  acquire  valuable  skills  such  as 
proficiency  in  English  and  computers. 


Take  Tran  Ba  Thai,  one  of  Vietnam's 
top  computer  engineers.  As  a  teenager 
in  the  late  1960s,  Thai  grew  up  in  a 
small  village  that  .  was  a  Viet  Cong 
stronghold  and  was  regularly  subjected 
to  attacks  by  American  warplanes.  Be- 
tween air  raids,  he  attended  makeshift 
schools,  including  one  in  a  cave,  and 
studied  English  by  listening  to  the  Voice 
of  America  at  night. 


Today,  Thai,  43,  speaks  English  fluent 
ly  and  can  work  directly  with  big  Amer 
ican  computer  companies.  Says  Thai 
"With  the  end  of  the  embargo,  we  have 
a  chance  to  develop."  Nearly  20  years  af 
ter  the  fall  of  Saigon,  the  Vietnamese  fi 
nally  hold  their  economic  destiny  in  thei 
■own  hands. 

By  Pete  Engardio  in  Hanoi,  with  Bruc 
Einhorn  in  New  York 


'THEY'VE  BEEN  EXTRAORDINARILY  WELCOMING' 


You  couldn't  have  asked  for  a 
more  curious  gathering  than  the 
one  in  the  stately  lobby  of 
Hanoi's  Metropole  Hotel.  There  stood 
none  other  than  retired  Major  General 
Richard  V.  Secord  of  Irangate  fame, 
who  during  the  Vietnam  War  flew  hun- 
dreds of  bombing  raids  over  the  North. 
His  entourage  included  an  ex-U.  S.  in- 
telligence officer  and  a  former  North 
Vietnamese  general  who  ran  the  oil 
pipeline  on  the  Ho  Chi  Minh  Trail. 
"With  all  our  millions  of  tons  of 
bombs,"  says  a  Secord 
associate,  "we  could 
never  destroy  the 
pipeline." 

The  reunion  among 
old  enemies  was  all 
business.  As  president 
of  American  Recovery 
Corp.  in  McLean,  Va., 
the  man  who  tried  to 
bomb  Hanoi  into  sub- 
mission is  now  trying 
to  secure  petroleum- 
industry  deals  for 
American  engineering 
companies.  "I  antici- 
pated there  would  be 
hostility,"  Secord  says. 
"But  I  have  not  found 
any  yet." 

CHARGE  IT.  The  heavy 
artillery  of  Corporate 
America  is  back  in 
force,  too.  PepsiCo, 
Coca-Cola,  Procter  & 
Gamble,  and  Colgate-Palmolive  are  be- 
ginning their  assaults  on  consumers. 
To  make  those  purchases,  Bank  of 
America  and  Visa  are  trying  to  get 
Vietnamese  to  use  credit  cards.  Such 
companies  as  General  Electric,  Brown 
&  Root,  and  Motorola  are  angling  to 
fill  Vietnam's  desperate  need  for 
transportation,  power  plants,  and  tele- 
communications. From  Apr.  21  to  24, 
when  over  50  U.  S.  multinationals  set 
up  exhibits  at  a  trade  fair  in  Hanoi, 
several  thousand  Vietnamese  poured 


into  the  exhibit  hall  carting  away 
everything  from  Zippo  lighters  to  IBM 
pamphlets. 

Like  Secord,  most  U.  S.  executives 
are  finding  the  doors  wide  open. 
"They've  been  extraordinarily  welcom- 
ing," says  Stephen  J.  Brandon,  South- 
east Asia  vice-president  for  General 
Electric  Co.,  which  is  discussing  major 
deals  in  power  plants,  aircraft  leasing, 
and  medical  equipment.  Even  the  ear- 
ly lead  by  rivals  from  Europe  and  Ja- 
pan has  not  shut  U.  S.  companies  out. 


★  AMERICAN  CONSUMER  COMPANIES  ARE 
IN  FAST,  AND  HEAVY  INDUSTRY  MAY  SOON 


Consumer-products  companies  were 
the  quickest  off  the  mark.  The  market 
is  much  bigger  than  Vietnam's  $220 
per  capita  income  suggests.  An  esti- 
mated 200,000  Vietnamese  families  re- 
ceive an  average  of  $2,000  each  year 
from  relatives  overseas.  And  in  Ho 
Chi  Minh  City,  "there  is  a  driven  and 
determined  middle  class  that  remem- 
bers what  it's  like  to  be  prosperous," 
says  John  Englehart,  general  manager 
of  Ogilvy  &  Mather  Ltd.'s  Bangkok 
office. 


They  also  remember  U.  S.  brands. 
A  1992  survey  found  that  products 
such  as  Zest  soap  and  Kleenex  tissues 
purchased  on  the  black  market  were 
outselling  local  ones  even  though  they 
cost  three  times  more.  For  high-end 
products,  though,  multinationals  must 
develop  the  market. 
hospital  seminars.  Take  ge's  medi- 
cal-equipment  division.  Vietnam  has 
just  two  CAT  scanners,  and  most  X- 
ray  machines  were  left  behind  by  the 
U.  S.  after  the  war.  To  familiarize  doc- 
tors and  health  offi- 
cials with  its  technolo 
gy,  GE  has  flown 
dozens  to  the  U.  S. 
and  conducted  hun- 
dreds of  seminars  at 
hospitals  and  medical 
schools  in  Vietnam. 

American  compa- 
nies are  gaining  in 
Japanese  and  Europe- 
an strongholds.  France) 
helped  Vietnam  dur 
ing  the  U.  S.  embargo 
but  Boeing  is  now 
contending  with  Air 
bus  Industrie  to  sup-l 
ply  many  of  the  $ll 
billion  in  aircraft  fori 
Vietnam  Airlines.  The! 
government  is  talkin  <J 
with  Chrysler  Corpl 
about  entering 
auto    market  ever 
though  Mitsubishi  Mo- 
tors Corp.  got  there  first. 

By  getting  Americans  involved  ir 
its  markets,  Hanoi  hopes  that  the 
U.  S.  will  have  more  interest  in  nor 
malizing  relations  and  granting  trade 
privileges  that  also  would  make  Chi 
na's  fast-expanding  military  tiling 
twice  about  invading  again,  as  it  did 
in  1979.  As  bizarre  as  it  may  sound( 
Vietnam  could  emerge  as  one  o 
America's  best  partners  in  Asia. 

By  Pete  Engardio  in  Ho  Chi  Mini 
City,  with  Ken  Stier  in  Hanoi 
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Instead  of  stretching  your 
paycheck  trying  to  impress  the 
neighbors,  you  were  into 
the  invesco  growth  fund. 

And  now  you  don't  have 
very  many  neighbors. 


If  youVe  been  looking  for  a 
great  way  to  fund  your  retirement, 
the  INVESCO  Growth  Fund  might 
come  up  a  winner  for  you.  it  did 
for  Upper  Analytical  Services.  They 
ranked  it  in  the  top  ten  of  growth 
and  income  funds  for  the  five-year 
period  ended  3/31/94  ' 

The  Growth  Fund  seeks  securities 
of  strong.  well-established  companies 
whose  annual  earnings  are  growing 
faster  than  average  the  fund  also  gains 
flexibility  by  investing  in  preferred 
stocks.  fixed-income  securities.  and 
short-term  securities. 

While  past  performance  is  no 
guarantee  of  future  results.  invesco 
has  been  helping  investors  like  you 
reach  their  goals  for  over  60  years. 
Call  today  for  a  prospectus  on  this 
fund.  youtl  receive  more  complete 
information.  including  management 
fees  and  expenses.  read  the  prospectus 
carefully  before  you  invest  or  send 
money.  INVESCO.  Just  one  of  the 

SMART  CHOICES  YOUVE  MADE.1" 


INVESCO 
Growth  Fund 

Annualized  return  through  March  31, 1994 

One  year  7.88% 

Three  year  1 1.74% 

Five  year  15.29% 

Ten  Year  12.90% 

Fifteen  year  13.51% 

Twenty  year  1 2.88% 


INVESCO  FUNDS 


800-320-4525 
EXT. 331 


E  FIVE-YEAR  PERIOD  ENDED  3/31/94.  LlPPER  ANALYTICAL  SERVICES  RANKED  THE  FUND  #10  OUT  OF  180  GROWTH  AND  INCOME  FUNDS. 

ETURN  ASSUMES  REINVESTMENT  OF  DIVIDEND  AND  CAPITAL  GAIN  DISTRIBUTIONS  INVESTMENT  RETURN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT.  WHEN  RE  DEEMED.  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR 
IN  THEIR  ORIGINAL  COST  INVESCO  FUNDS  GROUP.  INC..  DISTRIBUTOR. 


Callawd 


BIG  BER1 


"  8  reasons 
why  the 

Big  Bertha 
Irons  are 

the"  World's 

Friendliest 
Irons"'' 


1 


BIG  in  all  the  right  place 


2 


THE  360°  UNDERCUT 
•  CHANNEL  and  the 

heavy  top  line  provide  a 
balance  to  the  golf  club 
and  help  to  give  the 
Big  Bertha  Iron  the 
largest  effective  hitting  area 
of  any  iron  ever  developed.  This 
weight  distribution  also  affords 
golfers  an  opportunity  to  keep  the  ball 
down  in  windy  conditions  and  to  enjoy 
a  solid  feel  even  when  the  ball  is  struck 
high  on  the  face. 


The  BIG,  CONSISTENTLY-THIN  STEEL  FACE  means  no  hot  spots 
and  even  better,  no  dead  spots.  Consistent  yardage  and  feel  is  what  you  can  count  on. 
•  But  even  more  than  that,  the  consistently-thin  face  is  what  allows  us  to  move  the 
weight  back  and  away  from  the  clubface,  increase  the  moment  of  inertia  and  the  radius 
of  gyration  and  offer  360°  of  perimeter  weighting.  All  told  this  means  straighter,  more 
satisfying  shots  even  when  you  make  contact  slightly  outside  the  prime  hitting  area. 


3 


Th,s  CONCENTRATION  OF 
MASS  360°  around  the  clubface  means 
•  not  only  a  more  solid  feel  but  an  ability  to 
get  the  ball  airborne  more  easily.  The 
location  of  this  mass  also  signals  a  higher 
moment  of  inertia  or  resistance  to  twist, 
which  translates  into  sweeter,  straighter 
shots,  especially  from  heavy  rough. 


4 


THE  METAMORPHOSIS:  The  success  of  the  Big  Bertha'  Driver  can  be  attributed  primarily  to  two  things  -  its  BIG,  CONSISTENTLY-THIN 
9  STEEL  face  and  the  optimum  amount  of  perimeter  weighting  afforded  by  this  feature.  Naturally,  we  wanted  these  satisfying  elements  to  be 
incorporated  in  our  new  iron.  And  you  can  see  in  the  above  sequence,  we  have  succeeded  in  doing  this.  Imagine,  if  you  will,  our  designers,  utilizing 


t  creates 


IA  IRONS 


ill  the  right  reasons 


The  SHAFT  in  each  Big  Bertha  Iron  is  specifically  designed  for  optimum 
performance.  In  addition  to  length,  weight,  flex  point  and  torque,  the  shaft  is 
matched  to  give  the  clubhead  greater  consistency  in  performance...  whether 
f  the  shaft  is  light  weight  steel  or  graphite. 


The  uniquely  CURVED  AND  CONTOURED 

SOLE  of  the  Big  Bertha  Iron  allows  the  clubhead  to 
f  glide  through  the  turf,  move  the  ball  out  of  the  worst  of 
lies,  and  helps  to  raise  the  confidence 
level  of  all  golfers.  Our  staff  pros 
tell  us  these  Big  Bertha  Irons  get 
them  out  of  heavy  rough  far 
better  than  any  other  irons. 


The  TRU-BORE® 
TECHNOLOGY  OF 
S2H2  "  contributes  to  the 
stability  of  the  Big  Bertha 
Iron  and  its  consistency  in 
feel  and  performance. 


8 


The  SHORT  HOSEL  or  S2H2 -'technology  not  only  allows  us  to  distribute  more  weight  to  the  hitting  area 
but  also  means  that  the  club  is  less  likely  to  get  tangled  and  close  down  in  the  rough,  causing  some  frightening 
shots.  The  Big  Bertha  Iron,  which  is  offered  with  a  choice  of  three  lie  angles:  standard,  two  degrees  upright  and 
9  two  degrees  flat,  is  a  precise  and  unique  instrument  aimed  to  put  a  smile  on  the  face  of  the  pro  and  amateur  alike 


Big  Bertha  Iron 
(Cross  Section) 


;  latest  in  computer  technology,  opening  up  the  back  of  the  Big  Bertha  Driver,  inserting  a  key 
jch  like  those  used  for  vacuum-packed  cans  and  rolling  the  metal  forward  towards  the  face.  Voila! 
iu  have  the  BIGGEST,  CONSISTENTLY-THIN  STEEL  faced  iron  on  the  market.  You  have  360° 
rimeter  weighting.  You  have  the  World's  Friendliest  Iron7"  EVER. 


GOLF^ 

YOU  CANT  ARGUE  WITH  PHYSICS  ' 
2285  Rutherford  Road,  Carlsbad,  CA  92008 
(800)  228-2767 
In  California,  call  (619)  931-1771 
In  Canada,  call  toll  free:  (800)  361-5678 
Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 

Calla*ar\  Big  Benha'  World'*  Friendliest  Iron*'.  S2H2*.  Tru-Bore'.  Big  m  all 
the  nghi  places,  lor  all  ihe  nghi  reasons '  rne  Sir  Isaac  Newion  ligure  and  Too 
Can  i  Argue  Win  Physics'  are  trademarks  ol  use  CalUway  Golf  Company 
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JAPAN  I 


THE  CHEAP  BUCK  GIVES  JAPAN 
A  YEN  FOR  ASIA 


Tokyo  is  pouring  even  more  investment  into  its  own  backyard 


To  Eijiro  Hata,  head  of  Japan's  Min- 
istry of  International  Trade  &  In- 
dustry, the  yen  has  soared  to  a 
"crisis  level."  Backing  Hata  up,  Finance 
Ministry  officials  suggest  the  Bank  of 
Japan  is  prepared  to  buy  as  much  as 
$.3  billion  a  day  if  the  yen  rises  past 
the  critical  barrier  of  KM)  to  the  dollar. 

But  while  Tokyo  officials 
struggle  to  keep  Japan  com- 
petitive by  fighting  to  restrain 
the  yen,  the  nation's  exporters 
are  hardly  sitting  still.  They 
are  starting  to  pour  billions 
into  Asia  again  to  take  advan- 
tage of  the  region's  low  wages 
and  close  ties  to  the  cheap 
buck.  In  so  doing,  they  are 
creating  a  powerful  new  trad- 
ing force— an  Asian  dollar  bloc 
with  Japan  at  its  core. 

The  strategy  behind  the 
creation  of  this  trading  bloc  is 
clear.  By  placing  large  amounts 
of  industrial  assets  in  Asia's 
dollar  zone,  Japanese  manufac- 
turers are  trying  to  dominate 
local  sales  and  fend  off  U.  S. 
competition  while  furthering 
their  own  exports  to  the  rest 
of  the  world.  They  are  also 
generating  jobs  for  Japan's 
sluggish  economy.  Although 
many  manufacturers  are  mov- 
ing offshore— and  trimming 
payrolls— to  flee  the  high  costs 
of  producing  at  home,  the 
plants  they  are  commissioning 
are  themselves  boosting  export 
orders  for  new  equipment. 
Some  think  this  upswing  could 
last  for  five  years. 
TRADE  FRICTION.  With  the  yen 
up  7%  against  the  dollar  since 
the  beginning  of  1994,  there 
is  no  doubt  that  Japan's  move 
to  make  everything  from  beer 
to  ball  bearings  in  Asia  is 
speeding  up  (table).  Minebea  Co 
example,  announced  recently  that  it  will 
spend  $22  million  on  a  new  bearing 
plant  in  Shanghai.  Audio  gear  maker 
Aiwa  Co.  will  lay  out  $43  million  to 
double  its  output  in  Malaysia.  Suntory 
Ltd.  is  expanding  its  brewery  in  China's 
Jiangsu  province.  And  Osaka-based  fi- 
ber maker  Kanebo  Ltd.  is  putting  $18 


million  into  an  Indonesian  subsidiary. 

With  the  yen  unlikely  to  weaken  very 
much,  international  investment  experts 
think  the  new  outflow  of  Japanese  cash 
is  only  beginning.  "As  the  yen  strength- 
ens, the  Japanese  simply  will  not  be 
able  to  produce  things  at  home,"  says 
Asian  Development  Bank  economist  Mai- 


MINEBEA'S  THAI  BALL-BEARING  PLANT:  NEXT  STOP,  CHINA 
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A  NEW  PUSH  INTO  ASIA 


Planned  manufacturing  investments 

Country  Product 


CHINA         Magnetic  heads 


SINGAPORE  Semiconductors 


THAILAND  Floppy-disk  drives 
MALAYSIA  VCRs 


MALAYSIA 


MATSUSHITA  CHINA 


Big-screen  TVs,  VCRs, 
cassette  recorders 


TOSHIBA 


CHINA         Game  Boy  machines 


SINGAPORE   CD  players 


PHILIPPINES  Washing  machines 


CHINA         TVs,  CD  players,  camcorders 


THAILAND     Cathode-ray  tubes  for  PCs 

DATA:  NOMURA  RESEARCH  INSTITUTE  LTD. 


for 


colm  Dowling.  "The  rest  of  Asia  would 
love  it." 

It's  not  hard  to  see  why.  After  taper- 
ing off  in  the  early  1990s,  Japanese  in- 
vestment in  Asia  rose  from  $5.9  billion  in 
1991  to  $6.2  billion  in  1992  and  an  esti- 
mated $7.4  billion  in  1993.  But  financial 
sources  think  these  figures  understate 
the  total  of  Japanese  offshore  invest- 


ments by  as  much  as  40%  because  the; 
ignore  the  reinvested  profits  of  thrivin; 
Asian  subsidiaries.  For  example,  poor  re 
suits  at  home  didn't  stop  Honda  Moto 
Co.  from  making  plans  to  plow  $29  mi 
lion  into  a  Thai  body-parts  plant.  An 
Toyota  Motor  Corp.'s  Thai  unit  is  spenc 
ing  $50  million  to  boost  its  local  car  an' 
truck  output  by  115,000  vehicles  a  year 
There's  a  big  difference  between  th 
latest  investment  wave  and  the  firs 
outpouring  of  Japanese  money  a  decad 
ago.  Back  then,  the  Japanese  were  arte 
a  new  export  platform,  and  the  targe 
markets  were  still  Europe  and  Nort 
America.  Now,  Asian  nations  are  rur 
ning  up  against  trade  friction  with  Wes 
ern  nations.  So  Japanese  companies  ar 
aiming  for  domestic  market; 
Mm  estimates  that  two-thirl 
of  all  the  goods  produced  b 
Japanese  manufacturers  i 
Asia  are  now  sold  locally. 
hanging  tough.  The  growin 
Japanese  presence  in  Asia  ma 
complicate  Washington's  trad 
relations  with  the  entire  r< 
gion.  miti  chief  Hata  hinted  o 
May  10  that  Japan  next  mont 
may  return  to  trade  talks  wit 
the  U.  S.,  which  broke  off  la; 
winter.  President  Clinton  h 
also  suggested  that  negoti 
tions  will  resume 

But  as  Japanese  manufactu 
ers  move  into  Asia,  the  battl 
ground  is  widening.  In  fac 
Japan's  deepening  involveme: 
in  Asia  could  pose  a  threat 
U.  S.  manufacturers  vying  it 
the  region's  fast-growing  ma 
kets.  The  Asia  push  will  al 
provide  Japanese  companii 
with  a  powerful  weapon  again 
American  competition  at  hom 
low-cost  imports  from  their  ow 
plants  and  other  Asian  supp 
ers.  NEC  Corp.,  for  example, 
now  buying  application-specii 
integrated  circuit  (ASIC)  chi] 
for  cellular  telephones  from  Ti 
wan  Semiconductor  Manufa 
turing  Co.  And  Mitsubishi  M 
tors  is  talking  to  South  Kom 
Pohang  Iron  &  Steel  Co.  abo 
buying  cold-rolled  sheet  ste 
for  use  in  car  bodies 

In  moving  into  Asia  wil 


such  alacrity,  Japanese  manufacture 
are  once  again  demonstrating  their  ab 
ity  to  adapt  to  one  shock  after  anothe 
Just  because  the  yen  is  trading  at  clo: 
to  100  to  the  dollar,  there's  no  reason 
assume  that  Japan's  competitive  poi 
ers  will  vanish  any  time  soon. 

By  Larry  Holyoke  in  Tokyo  and  Da 
Lindorff  in  Hong  Kong 
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INTERNATIONAL  BUSH 
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W4  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


When  you  choose  a  Managed  Care 
and  Employee  Benefits  program  it 
affects  more  than  your  company's 
bottom  line.  It  affects  the  lives  of 
your  employees  and  their  families. 
Which  is  why  The  Travelers  is 
committed  to  providing  both  savings 
and  quality  for  the  people  you  trust 
and  the  people  they  love. 

We  offer  your  employees  the 
caring  and  expertise  of  over  100,000 
health  professionals  in  more  than 
130  major  metropolitan  areas,  as  well 
as  a  nationally  recognized  wellness 
and  counseling  program  that  is  pre- 
venting illness  through  innovation. 

And  our  Managed  Care  System 
can  be  customized  to  provide  your 
company  with  the  flexibility  to  make 
the  most  of  your  benefit  dollars.  In 
fact,  we've  actually  reduced  the  rise 
in  health  care  costs  for  our  customers 
by  over  30%. 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  under 
America's  umbrella  there  is  a  pro- 
gram that  recognizes  one  truth  for 
employer  and  employee  alike  -  the 
greatest  wealth  of  all  has  little  to  do 
with  money. 


TheTravelersT 

Insurance  Companies 


e 
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CHIEF  EXECUTIVES  I 


'THIS  IS  CAPTAIN  FERGUSON, 
PLEASE  HANG  ON  TO  YOUR  HATS' 


The  CEO  of  Continental,  who  once  made  deals  for  Frank  Lorenzo,  is  planning  some  risky  maneuvers 


Although  Boli  Fergu- 
son has  long  since 
given  up  his  dream 
of  getting  a  pilot's  license, 
he  remembers  well  one 
scary  incident  from  his  fly- 
ing days  more  than  20 
years  ago. 

Now  the  chief  executive 
of  Continental  Airlines  Inc., 
Ferguson  was  then  a  stu- 
dent pilot  trying  to  navi- 
gate cross-country  to  a 
specified  airport  in  Penn- 
sylvania. After  flying  along 
confidently  for  what 
seemed  like  enough  time, 
he  still  couldn't  see  his  des- 
tination. Worse,  he  realized 
that  his  radio  was  broken 
and  he  hadn't  been  plotting 
his  progress  on  a  map. 
Panicking,  he  finally  spot- 
ted another  airport  with 
the  name  of  the  town 
painted  on  top  of  the 
hangar.  With  the  aid  of  his 
map,  he  located  a  nearby 
highway  and  followed  it  to 
his  original  target. 
mixed  message?  Robert  Pi. 
Ferguson  III  is  still  navi- 
gating with  few  guideposts. 
Although  last  year  he  deft- 
ly guided  Continental  out 
of  its  second  bankruptcy 
filing  in  less  than  a  decade, 
this  year  he's  steering  into 
uncharted  territory,  both  personally  and 
strategically.  Ferguson,  45,  made  his 
name  as  a  crack  airline  financier— first  as 
a  lender  at  Bankers  Trust  Co.  and  then 
as  a  dealmaker  under  former  Continental 
Chief  Frank  A.  Lorenzo.  But  he  has  nev- 
er run  a  healthy  airline  on  his  own,  and 
the  course  he  has  chosen  for  Continental 
is  unusually  risky. 

Ferguson's  plan  is  to  split  Continental, 
which  had  1993  revenues  of  S5.8  billion, 
into  two  distinct  operations,  both  capi- 
talizing on  the  carrier's  low  costs.  The 
first,  informally  known  as  CALite,  is  try- 
ing to  imitate  the  phenomenally  suc- 
cessful strategy  of  Southwest  Airlines 


FERGUSON:  PUSHING  OUT  KEY  TALENT? 


Co.,  a  no-frills  carrier 
with  frequent  short- 
haul  flights  and  cheap 
fares.  The  second  en- 
compasses Continen- 
tal's long-haul  and  in- 
ternational business, 
including  its  "Business- 
First"  product,  which 
features  first-class  ser- 
vice at  a  business-class 
price.  The  hybrid  game 
plan  is  already  posing  complex  fleet- 
management  problems  and  risks  im- 
parting a  mixed  marketing  message. 
Says  one  institutional  investor:  "CALite 


FLIGHT  PLAN  FOR 
PROFITS 

CEO  Ferguson's  bid  to  get 
the  carrier  back  in  the  black: 

COST-CUTTING  Plans  to 
slash  1 ,000  jobs  by 
yearend,  including  7%  of 
management 

MORE  PEANUTS  Expanding 
CALite's  low-cost  "Peanuts 
Fares"  from  26  cities  to  45 
starting  in  June 

MANAGEMENT  HELP  Cut 

several  layers,  but  hired  key 
executives  for  top  posts  from 
Boeing,  American,  Southwest, 
and  the  former  Braniff 


BOOSTING  MORALE  Ex- 
pects to  restore  full  pay  and 
give  employees  a  4%  stake 
in  the  company 

DATA.  COMPANY  REPORTS,  BUSINESS  WEEK 


could  either  be  extremely 
successful,  or  it  coulc 
bankrupt  the  company.' 
Again. 

Ferguson's  strategy  doe: 
seem  compelling  in  an  in 
dustry  where  consumer; 
are  increasingly  obsessec 
with  finding  the  lowes 
fares  possible.  And  giver 
its  already-low  cost  struc 
ture,  Continental  is  far  bet 
ter  positioned  to  pursu 
such  a  strategy  than  sue! 
competitors  as  usair  Inc.  o: 
Delta  Air  Lines  Inc.  Bu 
the     key     question  ii 
whether  Ferguson  has  th( 
management  moxie  to  pul 
it  off.  Though  he  aims  t< 
mimic  Southwest,  tha 
airline  has  an  18%  cos' 
advantage  over  Conti 
nental  (the  gap  is  evei 
greater  on  short-hau 
flights).  And  South 
west  Chairman  Her 
bert  D.  Kelleher 
widely  considered  on< 
of  the  industry's  bes 
managers— a  master  a 
creating  a  team-orient 
ed,  give-it-your-all  cul 
ture      that  draw 
extraordinary  prq 
ductivity     from  hi 
workers. 

Continental  ha 
come  a  long  way  fron 
the  internal  war-far 
engendered  by  Loreri 
zo.  But  current  am 
former  employees  woi 
ry  that  Ferguson 
management  style— df 
scribed  as  often  hars 
and  uncommunicative- 
is  creating  turbulenc 
and  driving  away  ke, 
executives.  Since  h' 
took  over  in  1991,  at  least  a  dozen  mar 
agers  have  left,  some  of  them  pushe 
out.  A  source  close  to  the  company  say 
at  least  a  dozen  more  are  quietly  jot 
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NEXT  QUARTER'S  PROJECTIONS. 

You  want  the  ideal  color  printer.  The  one  that  will  help  you  turn  mission-critical  presentations 
into  missions  accomplished. 

You  want  the  KODAK  COLOREASE  PS  Printer.  The  PC  Editor's  Choice  award-winner  that 
comes  fully  loaded  with  all  you  need  to  output  persuasive  and  powerful  overhead  transparen- 
cies and  prints.  Easily,  and  in  no  time  at  all. 

We're  talking  complete  compatibility  with  your  Macintosh  Computer  or  Windows 
Software.  True  Adobe  PostScript"  Level  2  Language  built  in.  A  plug-in  module  rfm 
for  Adobe  Photoshop  Software.  Optional  Ethernet  capabilities.  And  a  one-year,    POsts!  Rim 
on-site  manufacturer's  warranty. 

Not  to  mention  over  7  6  million  colors,  superb  resolution,  and  UltraColor  Software 
from  Kodak,  which  gives  you  great  color  the  first  time.  And  every  time.  All  from 
your  desktop.  At  a  price  you  can  afford. 

*  Call  800  344-0006  (800  465-6325  in  Canada)  today  for  a  free 

output  sample  and  dealer  information.  Never  before  has  a  color  printer 
been  able  to  do  so  much,  so  fast.  For  so  little. 


"I  know  I  need  to  reengineer  my  company,  but  how?" 


You're  committed  to  dramatically  changing  your 
company.  You've  set  goals.  You've  gone  back  to  a  blank 
canvas.  Now  what? 

From  fresh  ideas,  all  the  way  to  final  implementation, 
Arthur  Andersen  can  help. 

Experienced  Arthur  Andersen  professionals  start  by 
sharing  operating  practices  with  you  from  around  the  world. 
You'll  learn  not  only  what  works  for  others,  but  what  works 
best  for  others.  So  your  quest  for  major  process  improvement 
gets  a  major,  creative  jump-start. 

The  professionals  at  Arthur  Andersen  build  upon  their 
understanding  of  business  processes  with  the  exclusive 
Global  Best  Practices  knowledge  base.  It's  a  compendium  of 
the  best  processes  from  the  best  companies,  delivered  to 
Arthur  Andersen  professionals  by  CD-ROM  technology. 
Continually  updated,  the  knowledge  base  is  unsurpassed  in 
its  depth  and  scope. 

Using  this  tool,  Arthur  Andersen  professionals 


collaborate  with  you,  finding  innovative  ways  to  alter  your 
operations  and  then  helping  you  implement  the  changes. 

We  can  help  you  improve  performance.  Increase 
customer  satisfaction.  And — most  importantly — enhance 
your  revenues. 

Find  out  how  you  can  make  significant  progress — on 
paper  and  in  practice.  For  your  free  brochure  or  to  discuss 
with  us  personally  how  Global  Best  Practices  can 
work  for  your  company,  call  l-!S0()-257-2LM2,  today,  m 

Best  Practices. 
Putting  insight  into  practice!" 


.Arthur 
Andersen 
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ting.  "People  are  fleeing  the  ship 
>  are  instrumental  in  guiding  it,"  the 
rce  says. 

Robert  Rowen,  former  deputy  general 
isel  at  Continental,  recently  left  to 
Reno  Air  Inc.  because  he  believed 
•e  were  few  opportunities  for  promo- 
.  He  saw  Ferguson's  management 
e  this  way:  "It  was  very  pointed, 
n  nasty.  If  he  doesn't  like  an  idea,  he 
ns  to  go  out  of  his  way  to  ridicule  it." 
a  dinner  in  New  York  to  celebrate 
closing  of  the  Continental  reorgani- 
an,  Rowen  recalls  kidding  Ferguson 
he  couldn't  see  him  "dressing  up  in  a 
ken  suit  like  Herb  Kelleher,"  a  refer- 
5  to  the  Southwest  chiefs  unortho- 
motivation  tactics.  Ferguson,  Rowen 
3,  scolded  him  for  criticizing  CALite 
not  being  a  team  player.  Ferguson 
;  he  doesn't  remember  the  incident. 
STIC  RETORTS.  Rank-and-file  employ- 
meantime,  appear  divided  on  Fer- 
an's  style.  Richard  M.  Smith,  a  24- 
r  Continental  pilot,  remembers  a 
;nt  meeting  with  employee  groups 
ire  Ferguson  answered  questions 


The  question  is:  Can 
erguson  compete  against 
•uthwest's  Kelleher,  one  of 
3  industry's  best  managers 


i  a  series  of  biting  retorts.  "He  can't 
st  reverting  to  Lorenzo-style  man- 
ment,"  Smith  grumbles.  Another 
m  source,  however,  insists  most 
kers  embrace  the  new  strategy  and 

Ferguson's  candor.  "He's  not  a  de- 
is  man,"  the  source  says.  "He'll  tell 

what  he  thinks." 

erguson  denies  that  his  management 
e  is  creating  any  problems.  He  ad- 
;  that  he  is  blunt  and  plainspoken. 

that  has  served  him  well  with  cred- 
3  and  directors  in  the  past.  "I  do  not 
er  fools  well,"  he  says.  "I  will  not 
rate  not  doing  a  good  job.  I  will  tell 

in  front  of  yourself,  20  people,  100 
pie."  Given  Continental's  recent  tur- 
[,  morale  is  bound  to  wane,  he  adds, 
help  matters,  he  plans  to  reinstate 

that  was  cut  during  the  bankruptcy, 

he  plans  to  give  employees  4%  of 
tinental's  stock. 

erguson  has  always  done  things  his 
i  way.  "He  was  kind  of  an  under  - 
ever,"  says  his  father,  Robert  R.  Fer- 
m  Jr.,  the  former  chairman  of  New 
sey's  First  Fidelity  Bancorp,  of 
^ark.  A  bright  but  indifferent  stu- 
t  at  Lehigh  University,  the  younger 


Ferguson  was  kicked  out  for  poor  grades 
after  his  sophomore  year.  He  says  the 
problem  was  that  he  spent  more  time 
partying  with  fraternity  brothers  than 
studying.  Long  enamored  of  mechanical 
things,  Ferguson  was  maintenance  chief 
for  the  frat-house  fire  truck.  He  is  cur- 
rently restoring  a  '67  Corvette. 

In  1969,  Ferguson  says,  he  entered 
what  he  jokingly  calls  his  "sabbatical  pe- 
riod." He  pumped  gas  at  an  airport,  took 
flying  lessons,  and  worked  the  night 
shift  at  a  factory  packaging  quarts  of 
oil.  The  grimy  work  convinced  him  that 
he  should  return  to  Lehigh,  where  he 
graduated  in  1972  with  a  degree  in  fi- 
nance and  economics.  By  then  he  had 
already  been  married  and  divorced. 

Ferguson  finally  settled  down  after 
college  and  started  his  career  at  Bankers 
Trust,  where  he  lent  money  to  airlines 
and  aerospace  companies.  Financially 
troubled  Braniff  Airways  Inc.  was  a 
client,  and  in  1981,  the  company  offered 
him  a  job  as  treasurer.  By  1982,  Braniff 
filed  for  Chapter  11,  and  Ferguson  ar- 
ranged its  sale  to  Chicago's  Pritzker 
family.  He  stayed  on  long  enough  to 
meet  his  second  wife,  Kathryn,  who  was 
then  a  Braniff  reservations  supervisor. 
The  two  met  at  an  after-work  hangout 
in  Dallas  called  The  Cockpit  the  day 
Ferguson  had  announced  plans  to  slash 
half  the  Braniff  workforce.  A  few  weeks 
later,  unbeknownst  to  Ferguson, 
Kathryn's  name  landed  on  the  layoff  list, 
and  she  lost  her  job. 

By  1985,  Ferguson  hired  on  at  Texas 
Air  Corp.  to  help  Frank  Lorenzo  buy 
new  airlines.  Together,  they  snapped  up 
People  Express,  Eastern  Air  Lines,  and 
Frontier  Airlines.  Former  colleagues  say 
Ferguson  played  little  part  in  shaping 
Lorenzo's  fateful  labor  strategy,  which 
led  to  a  bitter  strike  at  Eastern  and  its 
eventual  demise.  But  to  keep  Eastern 
afloat,  Ferguson  spearheaded  the  con- 
troversial sale  of  the  airline's  assets. 
"Bob  was  an  implementer,"  says  a  for- 
mer Eastern  executive. 
HARD  FEELINGS.  While  Ferguson  denies 
that  he  has  "people  skill"  problems,  he 
has  surrounded  himself  with  managers 
well-regarded  on  that  score  Karly  this 
year,  pressed  by  Texas  financier  David 
Bonderman,  Continental's  biggest  in- 
vestor, Ferguson  hired  as  president  Gor- 
don Bethune,  a  well-liked  Boeing  Co.  ex- 
ecutive. Also  on  the  team  are  Chief 
Financial  Officer  Daniel  P.  Garton,  hired 
from  American  Airlines  Inc.,  and  mar- 
keting chief  Donald  G.  Valentine,  who 
worked  closely  with  Kelleher  at  South- 
west. Helping  with  employee  relations  is 
Howard  D.  Putnam,  Ferguson's  boss  at 
now-defunct  Braniff. 

Bonderman,  whose  investment  group 


GTE  calls  on 
Best  Practices. 

With  the  help  of  Arthur  Andersen, 
GTE,  the  $20  billion  U.S.  telecommu- 
nications company,  began  in  1992  a 
comprehensive  reengineering  of  its 
Telephone  Operations  business  unit, 
the  largest  and  most  profitable  of 
its  businesses. 

"Many  companies  think  of  reengi- 
neering projects  as  a  way  to  reduce 
costs,  but  our  GTE  work  demon- 
strates that  such  projects,  when  done 
well,  can  also  enhance  revenues, 
improve  service  delivery,  and  increase 
customer  satisfaction,"  says  Gail 
Steinel,  partner  in  charge  of  Arthur 
Andersen's  Reengineering  Compe- 
tency Center,  which  is  part  of  the 
firm's  Operational  Consulting 
Practice. 

The  reengineering  effort  identi- 
fied substantial  savings,  and  targeted 
opportunities  for  achieving  20  -  30% 
in  long-term  cost  reductions.  Devel- 
opment and  introduction  time  for 
new  products  was  reduced  by  50%, 
and  numerous  customer-focused 
innovations  were  developed  to 
increase  customer  satisfaction. 

"The  Best  Practices  approach  was 
instrumental  in  helping  GTE  see  not 
only  where  it  needed  to  improve,  but 
more  importantly,  provided  creative 
insights  on  how  to  do  it,"  says  Robert 
J.  Hiebeler,  the  partner  responsible 
for  Arthur  Andersen's  Global  Best 
Practices  Knowledge  Base. 

Said  David  P.  Allen,  who  was 
responsible  for  GTE's  benchmarking 
initiatives:  "Discovery  of  Best  Prac- 
tices proved  to  be  the  critical  success 
factor  in  stimulating  innovations  dur- 
ing the  process  redesign  phase  of  our 
reengineering  team's  work.  Arthur 
Andersen's  support  was  instrumental 
in  enabling  this  discovery  to  occur 
rapidly  and  effectively.  As  a  result, 
we  are  well  on  our  way  of  achieving 
our  vision  of  market  leadership." 

aArthur 
Andersen 

Arthur  Andersen  &  Co.  SC 
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FORTIS  IS  HERE  TO  PROTEC 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis —  a  worldwide  financial  services  organization  $100  billion 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 


VERYONE  IN  YOUR  CASTLE. 


hat  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle, 
"rom  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

f/ortis 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD' 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call 1-800-377-7282 . 


Business  gifts  should  Ix?  an  important 
part  of  your  business.  They  are  a  token 
of  thanks  or  a  promise  of  a  future  together. 
Tliis  year,  let  your  valued  clients  and 
ass(  ciates  know  just  how 


impi  >rtant  they  are  to  you. 


Give  them  a  fine  Bulova  clock 


America's  Incentive 


BWS/94 


For  more  information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager,  Presentation  &  Incentive  Division, 
Bulova  Corporation,  One  Bulova  Ave.,  Woodside,  N.Y.  11377.  Call  toll-free  1-800-423-3553.  In  N  Y  C.  1-718-204-4600. 


"Unequaled" 


It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
Netherland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library,  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 
discerning  clientele.  . 

~  QJ/ie  ~ 
SH€RRY~N€TH€RIAN  D 

781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
212-355-2800  •  Fax  212-319-4306 


controls  some  36%  of  Continental,  saj 
he  has  no  problem  at  all  with  Fergi 
son's  style.  "There  are  occasionally  pe< 
pie  who  like  to  have  things  sugarcoate< 
and  Bob  is  not  the  guy  who  will  d 
that,"  he  says.  Air  Canada  ceo  Holl 
L.  Harris,  however,  is  not  so  charit; 
ble:  "Ferguson  has  to  become  more  pei 
pie-oriented  and  depend  more  on  th 
recommendations  of  his  managemer 
team,"  he  says. 

Given  that  Air  Canada  also  owns 
big  stake  in  Continental— with  24.5% 
the  vote— Harris'  opinion  certainly  count 
But  he  is  hardly  a  disinterested  observ( 
when  it  comes  to  Ferguson.  A  form< 
president  of  Delta,  Harris  was  hire 
away  by  Continental's  board  in  1990  t 
replace  the  ousted  Lorenzo.  Trouble  wa 
he  clashed  with  Ferguson,  then  head 
corporate  development,  and  alienate 
board  members  by  moving  too  slowl 
Harris  left  Continental  and  landed  at  A 
Canada.  He's  only  involved  now  becaus 
Bonderman  courted  the  Canadian  carrk 
to  help  him  finance  Continental's  erne: 
gence  from  bankruptcy. 
startup  pains.  Such  politics  only  mali 
Ferguson's  job  harder.  And  it  doesn 
help  that  the  new  CALite  operation 
experiencing  startup  pains.  While  Fe: 
guson  insists  that  CALite  is  on  scheduli 
he  concedes  that  it  "has  not  operate 
very  efficiently"  since  mid-December.  Ft 
instance,  the  airline  sometimes  didn 
have  the  necessary  maintenance  persoi 
nel  and  spare  parts  ready  to  assure  th 
airplanes  moved  in  and  out  of  the  gate  i 
the  hoped-for  20  minutes.  The  problerr 
contributed  to  Continental's  $71.6  millio 
first-quarter  loss. ' 

But  some  observers,  including  S 
lomon  Brothers  Inc.  analyst  Julius  Ma 
dutis,  expect  the  CALite  strategy  to  pn 
duce  profits  as  early  as  next  year.  Th 
reason:  By  then,  1,000  more  jobs  wi 
be  pared  as  Ferguson  continues  to  ci 
costs.  And  CALite  will  represent  at  lea; 
half  of  Continental's  domestic  capacit; 
Ferguson  is  targeting  the  East  first 
avoiding  Kelleher  in  as  many  markets  i 
he  can.  "Why  should  we  beat  up  on  eac 
other?"  Ferguson  asks.  He'd  rather  cha 
lenge  high-cost  airlines. 

To  be  successful  in  the  long  run,  hp| 
ever,  Ferguson  will  also  have  to  creat 
the  kind  of  environment  that  motivatt- 
employees  to  be  productive.  For  no\ 
his  directors  are  confident  he'll  be  ab! 
to  pull  it  off.  "I  think  he  can  run  an  ai 
line,"  says  board  member  Karen  Hast 
Williams.  "He  has  really  been  his  ow 
best  student."  Time  will  tell  if  he  earns 
passing  grade. 

By  Wendy  Zellner  in  Houston,  wii 
William  C.  Symonds  in  Toronto 


PEC 


I 


umi  'nn   ^ece  R°ycraft  anc'  ner  partner  have  been  operating  Key  West  Pro  Dive  for  over 
ADWsTAGE   twenty  years.  They  spend  most  of  their  time  thinking  about  the  reliability  of  things 
like  boats,  scuba  tanks  and  regulators.  Or  the  unreliability  of  the  winds,  waters  and  weather. 

Which  leaves  no  time  to  worry  about  their  800  sendee.  Reliability,  in  this  case,  is  something 
they  want  to  take  for  granted.  And  that's  their  AT&T  Business  Advantage.  Their  800  service  is  more 
like  an  extra  partner,  busy  pulling  in  new  customers  while  they  are  deep  in  their  day-to-day  business. 
AT&T  offers  them  fewer  lost  calls  than  any  other  800  service.  And  FASTAR'  to  get  the  system  back  in 
action  in  minutes  if  a  network  disruption  ever  occurs. 

Call  1800222-0400.  And  let  AT&T  work  for  you. 


"AKST  works  for  me." 


AT&T 


Contract 


of  electronic 
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Tired  of  second  class? 
Let  us  upgrade  you. 

Our  ISO-9002  registered 
quality  assurance  system 
is  internationally 
recognized. 

We're  a  small  company. 
We  try  harder. 


ISO  9002  Registered 


MANUFACTURING  SERVICES 

168  industrial  Park  Road 
Beaver,  WV  25813 
(304)  255-0076  •  fax  (304)  ;55-0078 

A  subsidiary  of  EWA,  Inc. 


MEDICAL  RESEARCH  I 


REACHING  FOR  CANCER'S 
ON-OFF  SWITCH 


New  gene-correcting  drugs  represent  a  major  change  in  approach 


r.  Arnold  J.  Levine  is  hardly  ce- 
lebrity material.  The  unassuming 
Princeton  University  researcher 
is  "Arnie"  to  nearly  everyone.  He  pre- 
sides over  a  couple  of  dozen  graduate 
students  and  post-docs  who  say  his  lab 
is  "fun"— especially  the  weekly  poker 
games  and  interlab  basketball  contests. 
Yet  the  chairman  of  Princeton's  molecu- 
lar biology  department  is  suddenly  in 
the  limelight  as  co-discoverer  of 
one  of  cancer  research's  hottest 
properties,  a  gene  called  p53. 
More  than  1,000  papers  have  al- 
ready been  published  on  p53, 
which  Science  magazine  named 
its  "Molecule  of  the  Year"  for 
1993.  That's  "science's  equivalent 
of  the  Academy  Award,"  says 
Dr.  I.  Bernard  Weinstein,  direc- 
tor of  Columbia-Presbyterian 
Cancer  Center  in  New  York. 

The  p53  gene  is  a  star,  says 
Richard  L.  Gelb,  chairman  of 
Bristol-Myers  Squibb  Co.,  be- 
cause it  just  may  be  the  "most 
important  gene  in  the  develop- 
ment of  human  cancers."  Some 
60%  of  all  tumors-including  70% 
of  colorectal,  50%  of  lung,  and 
40%  of  breast  cancers— contain  a 
damaged  copy  of  p53.  That 
makes  it  and  two  other  multi- 
ple-cancer genes,  ras  and  MTS1, 
potential  gold  mines.  Drugs  that 
could  counteract  or  repair  rogue 
versions  of  these  genes  could  be 
blockbusters  medically  and  finan- 
cially. Or  so  think  more  than  a 
dozen  drug  companies  that  are 
researching  such  products. 
DELICATE  BALANCE.  The  effort  to 
develop  gene-correcting  drugs  is 
"the  beginning  of  a  major  change  in  the 
philosophy  of  treating  cancers,"  says  Le- 
vine. Researchers  expect  more  discover- 
ies of  multiple-cancer  genes.  And  under- 
standing the  role  they  play  may  bring 
medicine  a  giant  step  closer  to  an  urgent 
goal:  catching  cancer  at  its  very  origins 
in  a  cell.  Over  the  past  two  decades, 
scientists  have  discovered  some  100 
genes  that  are  involved  in  transforming 
a  healthy  cell  into  a  quickly  dividing 


and  pernicious  tumor.  Some,  called  onco- 
genes, switch  on  cell  division— the  means 
by  which  cells  replicate  themselves.  The 
second  group,  called  tumor-suppressor 
genes,  switch  off  that  division.  In  their 
unadulterated  state,  these  genes  main- 
tain a  delicate  balance— providing  new 
cells  when  needed  and  putting  on  the 
brakes  to  prevent  overgrowth  of  dam- 
aged cells. 


Cancer  occurs  when  this  balance  i.1  Si 
disrupted.  Take  the  ras  gene,  whicl 
Frank  McCormick,  founder  and  vice  ■ 
president  for  research  at  Onyx  Pharma  i 
ceuticals  Inc.,  says  is  involved  in  an  esti  t; 
mated  90%  of  pancreatic  cancers,  50%  o  t 
colon  cancers,  40%  of  lung  cancers,  anc  tr. 
30%  of  leukemias.  It  is  found  in  all  hu^t 
man  tissues  and  directs  the  productioi  § 
of  proteins  that  can  help  signal  a  cell  tx ! 
start  dividing.  When  it's  damaged,  how  I 


SCIENCE  &  TECHNOLO 


the  ras  gene  generates  a  rogue 
iin  that  signals  cells  to  grow  un- 
ollably. 

he  opposite  is  true  for  p53  and 
L  The  p53  gene's  normal  role  is  to 
ol  the  damage  when  a  cell's  DNA  is 
ed.  This  happens  frequently,  Le- 
says,  because  people  are  continual- 
;posed  to  such  environmental  in- 

as  cigarette  smoke  or  ultraviolet 

Unchecked,  cells  with  damaged 
may  grow  into  tumors.  But,  like 
spector  on  an  auto-assembly  line, 
;eeps  those  cells  from  dividing  until 

DNA  can  be  repaired.  If  the  cell 
:ates  anyway,  p53  can  initiate  "pro- 
med  cell  death"— a  hit  squad  of  oth- 
nes  that  kill  damaged  cells, 
e  new  MTS1  gene,  announced  in 
i.pr.  15  Science,  is  also  a  "molecular 
3,"  says  Alexander  Kamb,  a  re- 
her  at  Myriad  Genetics  Inc.  in  Salt 

City.  Myriad  identified  the  gene 
y  with  researchers  at  the  Univer- 
>f  Utah  Medical  Center.  Kamb  says 


A  NEW  QUEST  FOR 
CANCER  DRUGS 


ig  of  companies  that  want  to  base  products 
three  major  cancer-causing  genes: 


Implicated  in  colon,  lung,  breast  cancer 


mn-La  Roche,  Oncogene 
tecton  Dickinson 
ene/Pfizer,  Merck,  Bristol- 
uibb,  Onyx,  Pharmagenics 
:  Therapy 


Diagnostic 
tests 

Therapeutics 
Gene  therapy 


Pancreatic,  colon,  lung,  leukemia 


ech,  Merck,  Eisai, 


Diagnostics  & 
therapeutics 
Therapeutics 

Gene  therapy 


Brain,  breast,  melanoma 


Genetics 


Diagnostics  & 
therapeutics 


1— which  is  implicated  in  cancers  of 
irain,  bladder,  breast,  lung,  and  in 
skin  cancer  melanoma— directs  the 
action  of  a  protein  called  pl6  that 
tally  keeps  cells  from  readying 
selves  for  division.  When  the  gene 
maged,  cells  divide  uncontrollably, 
cause  MTS1  is  newly  identified, 
research  based  on  it  is  just  start- 
But  Myriad  scientists  are  already 
ing  on  a  screening  test  that  could 


show  which  members  of  families  at  risk 
for  melanoma  carry  the  faulty  gene. 
These  people  could  then  have  frequent 
checkups  that  would  turn  up  the  cancer 
early— when  it's  most  easily  treated. 

Drug  companies  are  further  ahead  in 
targeting  the  proteins  made  by  the  oth- 
er two  genes.  In  the  case  of  p53,  says 
Gordon  Foulkes,  chief  scientific  officer 
at  Oncogene  Science  Inc.,  researchers 
are  exploring  several  approaches  that 
affect  the  protein's  different  roles  in  a 
cell.  When  p53  is  damaged,  it  acts  like 
an  oncogene— promoting  tumor-cell 
growth.  One  strategy  is  to  find  drugs  to 
block  that  new  action.  Researchers  also 
believe  that  certain  chemicals  may  con- 
vert the  damaged  p53  protein  back  to  a 
normal  one— restoring  its  braking  func- 
tion. In  another  approach,  scientists  are 
hunting  for  compounds  that  mimic  that 
effect. 

What  particularly  excites  drug  compa- 
nies is  that  when  a  normal  p53  gene  is 
put  back  into  tumor  cells  in  a  lab  dish,  it 
can  stop  their  growth.  That's 
important  because  in  every  tu- 
mor, several  rogue  genes  are 
often  at  work— at  least  six  in 
colon  cancer,  for  example.  "The 
idea  that  you  could  correct  just 
one  of  the  signaling  defects 
within  a  tumor  cell  and  revert 
it  back  to  a  normally  function- 
ing cell  is  fantastic,"  says  James 
C.  Marsters  Jr.,  a  scientist  at 
Genentech  Inc.  in  South  San 
Francisco. 

target.  So  far,  companies  are 
being  closemouthed  about  p53 
drugs.  But  Foulkes  says  Onco- 
gene has  "early  leads."  It  also 
has  a  $3.5  million  investment 
from  Pfizer  Inc.  to  screen  and 
develop  such  compounds.  Hoff- 
mann-La Roche;  Pharmagenics 
in  Allendale,  N.  J.;  Onyx;  and 
Bristol-Myers  are  also  in  the 
running.  "We  are  looking  inten- 
sively at  p53  as  a  potential  tar- 
get," says  Nikolai  A.  Kley,  a 
senior  research  investigator  at 
Bristol-Myers. 

Work  is  even  further  along 
on  the  ras  gene.  Last  June,  two 
groups  of  researchers,  one  from 
Merck  Research  Laboratories 
in  West  Point,  Pa.,  and  the  oth- 
er from  Genentech  and  the  University  of 
Texas  Southwestern  Medical  Center  in 
Dallas,  announced  that  they  had  found 
drugs  that  block  the  cancer-promoting 
effects  of  a  mutated  ras  gene.  On  May  3, 
Onyx  announced  a  five-year  joint  deal 
with  Miles  Inc.  of  Pittsburgh  to  develop 
such  drugs. 

The  normal  function  of  a  protein 
created  by  the  ras  gene  is  to  sit  on  the 
cell  membrane  and  receive  "on"  signals 
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Between  May  and  December, 
you  and  a  companion  can  enjoy 
the  spacious  comfort  of  an 
outside  double  stateroom  on  the 
Queen  Elizabeth  2  tor  the  price 
of  an  outside  single  stateroom. 
Make  business  a  pleasure  with 
five  glorious  days  and  nights 
between  New  York  and  England 
on  the  magnificent  QE2.  Rates 
range  from  $3,870  to  $7,290  per 
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HOW  A  QUI 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


We've  learned  some- 
thing over  the  last  half  century  about 
f&  fitting  new  telecommunications  systems  into 

existing  ones.  Even  more  than  technology,  it  takes 
ingenuity  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net- 
work in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
lone.  And  made  America's  first  high-bandwidth    |§  %   .   _  — ^ 
'vivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
rvice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
>solete.  qD    When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
rst  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.   qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 
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LEAVING  YOUR  WB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Howe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  tdl  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-5862 


Invest  With  Confidenc 

T.RoweRice 


T,  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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from  so-called  growth  factors.  This  mesl 
sage  is  then  relayed  back  inside  the  ce 
and  promotes  cell  division.  A  mutate< 
ras  gene  essentially  keeps  the  "on"  sigra 
going  continuously  by  churning  out  ra 
proteins.  Both  Merck  and  Genentech  ar 
working  on  refining  drugs  that  block 
crucial  step  in  the  formation  of  ras  pre 
'teins.  These  drugs  would  ultimatel 
keep  the  proteins  from  taking  their  plac 
on  the  cell  membrane. 

Genentech's  Marsters  says  he's  cat 
tiously  optimistic  about  his  company 
efforts,  but  that  "we're  probably  three 
five  years  from  knowing  if  we  hav 
something  useful  or  not."  One  problem 
that  it  isn't  clear  yet  if  the  new  drug 
would  interfere  so  much  with  the  norm; 
function  of  ras  genes  as  to  be  highl 
toxic.  So  far,  says  Marsters,  it  appear 
that  cells  with  a  mutated  ras  gene  ar 
more  sensitive  to  the  drugs  than  ar 
normal  ones.  "That's  really  exciting 
terms  of  developing  a  compound  furthc 
down  the  road,"  he  adds. 

In  the  meantime,  the  first  benef: 
from  stepped-up  research  will  probabl 


Diagnostic  tests  for  all  threei 
cancer  genes  could  be 
the  first  benefit  of 
stepped-up  research 


H 


be  diagnostic  tests  for  all  three  cane 
genes,  says  Dr.  Bert  Vogelstein,  profe: 
sor  of  oncology  at  Johns  Hopkins  Un, 
versity  School  of  Medicine  and  a  pit 
neer  in  the  genetics  of  colon  cancer 
and  his  colleagues  are  trying  to  devis 
tests  that  can  look  for  a  mutant  rs 
gene  in  human  stool  samples.  Other: 
including  Oncogene— with  Becton,  Dickii 
son  &  Co.— and  Roche,  are  working  o 
diagnostic  tests  for  mutant  p53.  Earl 
detection  can  save  lives.  The  cure  rai 
for  colon  cancer  is  about  90%  when  th 
tumor  is  limited  to  the  inner  lining 
the  colon,  says  Vogelstein,  vs.  10%  one 
the  tumor  has  spread.  He  adds  th; 
"progress  in  cancer  will  first  come 
gains  in  prevention"— which  should  f 
aided  by  identifying  people  with  dan 
aged  genes. 

As  for  therapies  targeted  to  errai 
genes,  experts  say  it  will  probably  be 
decade  before  they're  available.  "It's  g 
ing  to  require  as  much  creativity,  hai 
work,  and  luck  to  discover  such  con 
pounds  as  it  took  to  discover  the  gent 
themselves,"  says  Vogelstein.  Still,  f 
adds:  "It's  not  a  matter  of  if,  but  wher 
By  Naomi  Freundlich  in  New  Yffi 
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evelopments  to  Watch 


)  BY  JUDY  SILVERMAN 

GS  THAT  TURN  STRAW 
fO  AUTO  FUEL 


knee-deep  in  straw. 
They  produce  more  than 
10  million  tons  a  year  as 
a  byproduct  of  farming 
and  their  animals  need 
only  4  million  tons  for 
bedding  and  food.  Since 
European  air-pollution 
laws  prohibit  the  burn- 
ing of  straw,  the  excess 
is  plowed  under  or  left 
to  rot. 

Scientists  have  now 
genetically  altered  a 
-loving  bacterium,  Bacillus  stearothermophilus,  to  put  the 
n  to  good  use.  At  a  temperature  of  190F,  it  eats  the 
icellulose  fiber  that  makes  up  30%  of  the  straw  and  con- 
3  it  into  ethanol,  which  can  be  used  as  a  gasoline  additive 
lemical  base.  It  also  eats  the  hemicellulose  in  corn  cobs,  a 
>r  source  of  agricultural  waste  in  the  U.  S.  Yeast,  which  is 
Uy  used  in  fermentation,  doesn't  work  on  hemicellulose. 
developers  of  the  bacteria  strain  are  Brian  Hartley,  re- 
1  director  of  the  Centre  for  Biotechnology  at  Imperial 
ige  in  London,  and  his  associate  Namdar  Baghaei-Yazdi. 
i  have  formed  a  company,  Agrol  Ltd.  of  Hampshire,  En- 
d,  and  hope  to  sell  the  bacteria  within  three  years. 


W,  AIR  FORCE  COMPUTERS 
lY  HOME  IN  ON  TUMORS 


adiologists  rely  on  the  images  produced  by  CAT  scanners, 
mri  machines,  and  X-rays  to  diagnose  tumors.  But  much 
le  information  in  the  digitized  pictures  is  too  dense  or  too 
le  for  doctors  to  make  sense  of.  Computer  systems  origi- 
'  designed  to  seek  out  enemy  tanks  could  help.  Consultant 
Allen  &  Hamilton  Inc.'s  technology  arm  in  McLean, 
is  collaborating  with  the  U.  S.  Air  Force's  research  labo- 
*y  in  Rome,  N.Y.,  and  with  Cornell  University  Medical  Col- 
in New  York  to  adapt  military  computer  systems  to  de- 
small  malignant  tumors  at  an  early  stage, 
he  partners  are  using  advanced  computer  techniques 
d  neural  networks  that  quickly  learn  to  recognize  suspect 
cts— be  they  tanks  or  tumors— given  enough  examples  of 
patterns  of  these  images.  Over  the  next  four  months, 
scientists  expect  to  train  the  military's  neural  nets  on  the 
CAT  scans  of  80  patients.  Neural  networks  could  also 
aher  digitized  X-rays  and  MRI  scans.  They  should  help  doc- 
distinguish  between  malignant  and  benign  tumors  with 
e  confidence  and  reduce  the  number  of  biopsies. 


R  SOME,  CREATIVE  WORK 
ULD  BE  A  KILLER 


you're  a  Type  A  personality— impatient,  aggressive,  and 
impetitive— and  if  you  have  a  job  that  requires  varied 
3,  autonomy,  prolonged  training,  and  creativity:  Watch  out. 
i  work  may  not  be  good  for  your  health.  At  least  that's 
t  researchers  from  the  University  of  Nebraska  and  the 


University  of  Kansas  concluded  from  one  of  the  first  studies 
designed  to  gauge  the  impact  of  job  complexity  on  health. 

The  study  monitored  110  people  employed  in  police  and 
firefighting  units  over  seven  years.  Employees  with  Type  A 
personalities  holding  complex  but  low-stress  jobs  were  2'A 
times  as  likely  as  Type  A  personalities  overall  to  have  car- 
diovascular problems,  including  hypertension,  angina,  and 
heart  disease.  What's  more,  the  mix  of  personality  and  job 
complexity  affected  health  as  much  as  the  combined  impact  of 
such  key  factors  as  smoking,  age,  and  excess  weight.  The  re- 
sults upset  conventional  thinking.  Research  showing  that 
workers  in  enriched  jobs  are  generally  more  satisfied  has  led 
some  employers  to  increase  the  complexity  of  jobs.  The  task 
now  is  to  pinpoint  which  aspects  of  job  complexity  are  bad  for 
the  heart. 


TUNING  IN  TO  SPOKEN  WORDS 
AT  LIGHTNING  SPEED 


^or  journalists  and  other  professionals,  the  dreaded  chore  of 
m  listening  to  recorded  interviews  and  lectures  may  soon 
be  less  tedious.  SpeechSkimmer,  a  device  designed  by  Barry 
Arons  at  Massachusetts  Institute  of  Technology's  Media  Lab, 
speeds  up  a  tape  without  changing  the  speaker's  voice  to  a 
chipmunk's  and  scans  it  for  highlights. 

Running  on  a  Macintosh  computer  connected  to  a  small 
touchpad  controller,  the  system  digitizes  and  splits  a  tape 
into  60-millisecond  segments  that  are  delivered  sequentially  to 
alternate  ears  of  a  headphone.  By  partially  overlapping  those 
segments  and  by  eliminating  or  reducing  pauses,  the  system 
allows  listeners  to  zoom  through  a  tape  at  twice  the  normal 
speed.  Other  programs  search  the  tape  for  long  pauses  or  in- 
creases in  voice  pitch,  which  often  precede  important  state- 
ments or  signify  the  introduction  of  a  new  topic.  The  system 
plays  back  the  first  five  seconds  after  each  of  these  points,  giv- 
ing listeners  a  good  idea  of  the  tape's  contents.  So  far, 
SpeechSkimmer  exists  only  as  a  research  prototype. 


FROM  THE  USDA,  A  HIGHER  SURVIVAL 
RATE— FOR  COCKROACHES? 


Science  marches  on: 
A  U.  S.  Agriculture 
Dept.  researcher  has 
found  a  way  to  breed 
thousands  of  cockroaches 
with  minimal  time  and 
effort.  The  key  is  to  pre- 
vent cockroach  cannibal- 
ism, which  typically  kills 
up  to  95%  of  a  brood, 
says  Richard  S.  Patter- 
son of  the  usda  Medical 
&  Veterinary  Entomolo- 
gy Research  Lab  in 
Gainesville,  Fla.  Some 
400  female  cockroaches  are  put  in  a  box  with  a  fine-mesh 
screen  at  one  end.  Their  nymph  offspring  can  get  out,  but  the 
killer  mothers  are  trapped  inside.  Since  the  nymphs  are  all  the 
same  age,  they  don't  eat  each  other,  either. 

Roach  husbandry  isn't  as  profitable  as,  say,  cattle  raising, 
but  it  does  serve  a  purpose.  USDA  researchers  use  roaches  to 
test  insecticides  and  other  roach-control  measures.  One  major 
roach  supplier,  Carolina  Biological  Supply  Co.  in  Burlington, 
N.  C,  charges  $68.75  for  a  box  of  50. 


E  &  TECHNOLOGY 


BUSINESS  WEEK/MAY  23,  1 994  67 


Everybody  wants  to  he  able  to  dominate  their  category.  1 1  hich  is  why  for  30  years,  we've  helped  companies  from  Apple  Com 
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ink  find  new  ways  of  using  information  to  .stay  competitive.  To  find  out  more,  call  (800)  566-9337,  ext.  1040. 


EDS 


"There  are  always  going  to  be  people  who  take  advantage  of 
workers.  Unions  even  that  out,  to  their  credit.  We  need  them  to 
level  the  field  between  labor  and  management  If  you  didn't  hare 
unions,  it  would  be  very  difficult  for  even  enlightened  employ- 
ers to  not  lake  advantage  of  workers  on  wages  and  working  con- 
ditions, because  of  [competition  from]  rivals.  I'm  among  the  first 
to  sail  I  believe  in  unions." 


Ted  Kennedy  spouting  tired  liberal 
dogma?  Lahor  Secretary  Robert  B. 
Reich  pandering  to  President  Clin- 
ton's union  backers?  Nope.  The  speaker  is 
Senator  Orrin  G.  Hatch  (R-Utah),  labor's 
archrival  on  Capitol  Hill  for  nearly  two 
decades.  Don't  misunderstand:  Hatch  still 
opposes  organized  labor  at  nearly  every 
turn.  But  when  pressed,  even  he  concedes 
a  point  that's  of  growing  concern  to  econ- 
omists, Administration  officials,  and  some 
executives:  Free-market  economies  need 
healthy  unions.  They  offer  "a  system  of 
checks  and  balances,"  as  former  Labor 
Secretary  George  P.  Shultz  has  put  it, 
by  making  managers  focus  on  employ- 


ees as  well  as  on  profits  and  shareholder 
The  concern  of  Shultz  and  others  is  th* 
the  balance  has  shifted  significantly.  Sm 
1983,  union  membership  has  fallen  6%,  t 
16.6  million,  or  15.8%  of  the  workforce— th 
lowest  since  the  Great  Depression.  Subtrac 
government  employees,  and  unions  repr< 
seUt  a  mere  11%  of  private-industry  worl 
ers,  a  figure  that  by  2000  could  plunge  t 
4%  or  5%,  some  experts  say. 

Labor's  fabled  bargaining  and  politic; 
clout  largely  has  vanished,  too.  Pay  h 
I  creases  for  union  members  lagged  thos 
for  nonunion  ones  from  1983  until  th 
recession  pummeled  everyone  in  1991 
And  as  labor's  1993  defeat  on  the  Nort 
American  Free  Trade  Agreemer 
shows,  it  delivers  ;<  lightweight's  poli 
ical  punch  compared  with  the  daj 
when  "Clear  it  with  Sidney"  referre 
to  the  veto  Franklin  Delano  Rooseve 
supposedly  gave  clothing-union  leadt 
Sidney  Hillman  over  FDR's  1944  rui 
ning  mate.  In  short,  if  Hatch 
right,  the  drawbacks  of  deunioniz; 
tion  should  be  appealing. 
SCARY  GAP.  They  are.  New  rc 
•  search  from  respected  economist 
at  such  schools  as  Harvard  an 
Princeton  shows  that  blue-colla 
wages  trailed  inflation  in  th 
1980s  partly  because  unions  re\ 
resented  fewer  workers  (charts 
The  resulting  drag  on  pay  fc 
millions  of  people  accounts  to 
at  least  20%  of  the  widenin 
between  rich  and  poor,  which  ha 
reached  Depression-era  dimensions.  The  President 
annual  economic  report,  released  earlier  this  year,  cited  thes 
findings  and  called  the  new  income  disparities  "a  threat  to  th 
social  fabric  that  has  long  bound  Americans  together."  The  fu 
scope  of  that  threat  remains  to  be  seen,  but  the  early  sign 
are  disturbing:  Experts  cite  weakening  unions  as  a  key  res 
son  for  the  six-percentage-point  slide  in  the  1980s  in  th 
share  of  employees  with  company  pension  plans,  for  the  se\ 
en-point  decline  in  those  with  employer  health  plans,  an 
for  a  125-fold  explosion  in  unlawful-discharge  suits  now  tha 
fewer  employees  have  a  union  to  stick  up  for  them. 

The  surprising  implication,  in  fact,  is  that  the  U.  S.  migh 
be  better  off,  socially  and  perhaps  even  economically,  with 
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thier  union  movement.  That  could  be  true  especially  if  the 
nions  of  the  AFL-CIO  follow  through  on  a  February  report 
urges  labor  to  become  partners  with  management  in 
sting  efficiency.  This  is  an  unprecedented  endorsement  of 
•native  systems— including  self-managed  workplace  teams— 
already  have  fed  big  efficiency  gains  at  such  companies  as 
[,  Xerox,  and  Scott  Paper.  "If  unions  help  improve  produc- 
y  with  ideas  like  teams,  they  can  justify  higher  wages  and 
r  existence,"  says  Paul  A.  Samuelson,  the  father  of  neo- 
>ical  economics  and  professor  emeritus  at  Massachusetts  In- 
ite  of  Technology. 

he  AFL-CIO's  action,  in  fact,  may  help  legitimize  the  most 
>rtant  development  in  U.  S.  labor  relations  in  generations. 
2  and  there,  traditional  adversarial  bargain- 
which  evolved  60  years  ago  in  response  to 
ierick  W.  Taylor's  "scientific  management" 
lods  of  dividing  work  into  its  simplest  tasks, 
sing  replaced  by  a  more  flexible,  participa- 
approach  as  companies  flatten  hierarchies, 
ions  helped  make  Taylorism  work  in  the 
and  '40s  by  institutionalizing  its  principles" 
bor  contracts,  says  MIT  management  profes- 
Thomas  A.  Kochan.  "We  need  to  [do]  that 
y  through  cooperative  labor  mechanisms." 
rNERS.  Xerox  Corp.  and  its  6,200  U.  S.  copi- 
ssemblers,  who  belong  to  the  Amalgamated 
hing  &  Textile  Workers  Union  (actwu),  are 
ang  that  this  works.  Three  tries  at  team- 
<  since  1982  have  fared  so  well  that  Xerox  is 
ging  300  jobs  from  abroad  to  a  new  plant  in 
a,  N.Y.,  where  it  expects  higher  quality 
savings  of  $2  million  a  year.  Xerox  gives  un- 
officials  internal  financial  documents  and 
hes  them  statistics  in  the  same  classes  man- 
's take.  "I  don't  want  to  say  we  need  unions 
at  means  the  old,  adversarial  kind,"  says  Xe- 
CEO  Paul  A.  Allaire.  "But  if  we  have  a  coop- 
ive  model,  the  union  movement  will  be  sus- 
ed  and  the  industries  it's  in  will  be  more  —  —  —  — 
petitive." 

his  view  is  spreading  among  the  few  dozen  major  compa- 
developing  partnerships  with  labor.  "There's  definitely  a 
e  in  American  society  for  unions,"  says  David  H.  Hoag, 
f  executive  of  LTV  Corp.  In  1993,  he  signed  a  labor  pact 
i  the  United  Steelworkers  (usw)  that  lets  the  union  nom- 
e  a  board  member  in  return  for  backing  teams  and  other 
iency  measures.  Declares  Ernest  J.  Savoie,  who  heads 
1  Motor  Co.'s  cooperative  labor  programs:  "If  unions  were 
isappear,  the  country  would  be  in  serious  trouble." 
lost  employers  couldn't  agree  less.  Few  American  manag- 
have  ever  accepted  the  right  of  unions  to  exist,  even 
lgh  that's  guaranteed  by  the  1935  Wagner  Act.  Over  the 
,  dozen  years,  in  fact,  U.  S.  industry  has  conducted  one  of 
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the  most  successful  antiunion  wars  ever,  illegally  firing  thou- 
sands of  workers  for  exercising  their  rights  to  organize.  The 
chilling  effect:  Elections  to  form  a  union  are  running  at  half 
the  7,000-a-year  pace  of  the  1970s.  And  major  strikes— involv- 
ing 1,000  or  more  workers— have  fallen  from  200-plus  a  year  to 
35  in  1993.  To  ease  up  now,  many  executives  feel,  would  be  to 
snatch  defeat  from  the  jaws  of  victory. 

Most  managements  detest  unions  out  of  a  belief  that  they 
impede  productivity  and  raise  wage  costs.  That's  partly  true. 
Numerous  studies  have  confirmed  that  unions  reduce  profits, 
especially  in  such  industries  as  sled  and  autos,  where  workers 
got  a  healthy  share  of  outsized,  oligopolistic  earnings  in  the 
'50s  and  '60s.  Now  that  the  oligopolies  are  being  undercut  by 
global  competition  and  deregulation,  "large  em- 
ployers no  longer  have  oligopoly  profits  to  share 
with  unions,"  says  Samuelson. 

Still,  unions  are  often  blamed  for  more  trou- 
ble than  they've  caused.  In  the  1970s,  for  in- 
stance, many  executives  believed  that  unions  in- 
flated prices  by  lifting  wages  above  some 
presumed  market  level.  Since  then,  however, 
more  than  50  quantitative  studies  have  con- 
cluded that  the  higher  productivity  of  unionized 
companies  offsets  most  of  their  higher  costs. 
"It's  a  misreading  of  economic  analysis  to  con- 
clude that  unions  inherently  cause  inflation  or 
unemployment,"  says  Nobel  laureate  Gary  S. 
Becker,  a  conservative  economist  at  the  Univer- 
sity of  Chicago.  "Some  kind  of  union  behavior  is 
bad,  but  unions  that  help  workers  bargain  col- 
lectively instead  of  individually  perform  a  legit- 
imate role  that's  not  counter  to  social  efficiency." 

George  Shi  ill.-:,  now  a  fellow  al  Stanford  Uni- 
versity's Hoover  Institution,  goes  further.  "As  a 
management  person,  if  I  don't  have  a  union,  I 
don't  want  one,"  he  said  in  a  1991  speech  to  the 
National  Planning  Assn.,  a  labor-management 
group.  "But . . .  look  at  this  more  broadly.  Free 
—  —  "■  ~  societies  and  free  trade  unions  go  together.  So- 
cieties are  missing  something  important  if  they 
do  not  have  an  organization  in  the  private  sector,  such  as  a 
trade  union  movement"  that  gives  workers  the  clout  labor  has 
exerted  to  help  pass  safety  and  pension  laws. 

Shultz's  notion  is  taken  for  granted  in  most  of  the  industri- 
alized world.  True,  Europe's  recession  has  set  off  nasty  clash- 
es between  unions  and  companies  bent  on  cost-cutting.  Still, 
say  European  labor  experts,  most  companies  there  continue  to 
see  unions  as  social  partners,  not  enemies.  What's  more,  ev- 
ery Western  European  country  except  Britain  and  Ireland  has 
a  legally  mandated  second  channel,  such  as  works  councils,  for 
advancing  worker  interests.  These  groups,  usually  elected 
by  employees,  provide  input  into  many  managerial  decisions. 
The  Clinton  Administration  would  make  this  the  model  for 
U.  S.  labor-management  cooperation.  A 
year  ago,  the  Labor  and  Commerce  Depts. 
appointed  a  10-member  commission  com- 
posed primarily  of  academics.  Headed  by 
former  Labor  Secretary  John  T  Dunlop,  it 
may  ultimately  suggest  revising  the  Wag- 
ner Act  to  ease  roadblocks  to  organizing. 
In  return,  some  commission  members 
want  to  amend  the  act  to  legalize  teams  in 
nonunion  companies,  which  risk  violating  a 
prohibition  against  sham  unions— groups 
that  workers  seem  to  run  but  actually  are 
controlled  by  management. 

AFL-CIO  President  Lane  Kirkland  will 
take  this  trade-off,  leaving  a  divided  busi- 
ness community  to  decide  if  teams  are 
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worth  the  risk  of  more  union  organizing.  It  isn't  clear  if  it  will 
take  the  chance.  But  even  the  National  Association  of  Manu- 
facturers—founder of  the  Council  on  a  Union-Free  Environ- 
ment—may consider  the  idea.  "Can  you  fix  the  management 
abuses  without  tilting  the  field  too  much  back  to  labor?"  asks 
NAM  Industrial  Relations  Vice-President  Randolph  M.  Hale. 
"I'm  not  suic  but  I'm  open  to  listening  to  the  arguments." 
"threat  effect."  While  those  issues  are  thrashed  out,  the 
effects  of  labor's  decline  pile  up.  Take  inflation-adjusted  pay. 
Historically,  it  has  tracked  productivity.  But  in  the  1980s, 
output  per  worker  jumped  12%,  while  real  wages  and  benefits 
tor  all  workers  rose  only  4%,  according  to  the  Bureau  of  Labor 
Statistics.  Falling  unionism  was  a  major  factor,  several  studies 
have  found.  Private-sector  un- 
ion workers  on  average  earn 
39%  more  in  pay  and  bene- 
fits than  nonunionized  ones, 
according  to  the  bls.  And  as 
unions  shrank,  a  rising  share 
of  workers  had  to  settle  for 
lower-paying  nonunion  jobs. 

That  particularly  hurt  the 
least  educated.  For  instance, 
deunionization  accounts  for 
one-third  of  the  15%  decline 
in  real  earnings  of  white  male 
high  school  dropouts  between 
1979  and  1988,  according  to  a 
1991  study  led  by  McKinley 
L.  Blackburn  of  the  Univer- 
sity of  South  Carolina.  Weak- 
er unions  account  for  half  the 
10%  pay  slump  of  black  male 
high  school  grads  in  that  peri- 
od and  two-thirds  of  the  3% 
decline  for  white  female  drop- 
outs. And  the  study  didn't 
measure  smaller  pay  hikes 
nonunion  workers  got  as  the 
threat  of  unions  subsided. 
"We  ignored  the  threat  effect, 
which  would  make  the  impact 
bigger,"  says  Blackburn. 

These  figures  portray  the 
partial  dismantling  of  the 
middle  class.  By  pushing  up 
blue-collar  pay,  unions  helped 
narrow  the  gap  between  rich 
and  poor  after  World  War  II. 
But  now  the  trend  has  re- 
versed. In  1988,  white-collar 
men  aged  25  to  64  earned 
4X'/r  more  than  lilue-collar  men  of  the  same  age,  up  from 
35%  more  in  1979,  according  to  a  1991  study  by  Harvard 
University  economist  Richard  B.  Freeman.  Nearly  half  the  in- 
crease reflected  falling  unionization.  Freeman  found.  And  for 
all  men  aged  25  to  64,  including  service  workers,  deunioniza- 
tion caused  at  least  20%  of  the  spike  in  male  wage  inequality 
in  the  '80s.  Freeman's  findings  have  been  confirmed  by  recent 
studies  by  Princeton  University  economist  David  Card  and 
George  J.  Borjas  of  the  University  of  California  at  San  Diego. 
"It's  clear  that  deunionization  had  an  important  impact,"  says 
Borjas,  a  political  conservative  who's  no  fan  of  unions. 

Labor's  decline  has  even  hurt  professionals.  Traditionally, 
companies  have  pegged  white-collar  pay  hikes  to  those  won  by 
their  unionized  workers.  Nontinion  employers  did  so  indirect- 
ly, with  salary  surveys  that  cover  unionized  companies.  In  the 
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'80s,  professionals  got  fatter  raises  than  union  members.  But 
they  got  a  bigger  share  of  a  smaller  pie. 

If  unions  had  represented  one-third  of  the  workforce  i 
1990,  as  they  did  in  1950,  the  bottom  80%  of  families-those 
earning  up  to  $83,400  a  year— would  have  received  61%  of  th 
nation's  income,  according  to  a  1993  study  by  economist  Rudy 
Fichtenbaum  at  Wright  State  University  in  Dayton,  Ohio 
Instead,  they  got  56%.  "White-collar  workers  think  unions 
don't  matter,  but  they're  not  on  a  separate  boat  from  blue-col 
lar  ones,"  says  Research  Director  Lawrence  Mishel  of  the 
Economic  Policy  Institute  (EPI),  a  Washington  think  tank 
partly  funded  by  unions. 

There's  no  way  to  tell  whether  the  combined  income  of  al 

U.  S.  workers  would  have 
been  higher  had  unions  not 
lost  ground:  No  one  has  yel 
proved  whether  unions  push 
up  overall  income  or  merely 
redistribute  it.  But  it's  clear 
who  prospered  in  the  '80s 
The  rent,  dividends,  anc 
interest  that  owners  of  capita 
earned  jumped  65%,  accord 
ing  to  an  EPI  analysis  of  Corn 
merce  Dept.  figures.  Wage 
and  salaries,  including  white 
collar  ones,  grew  only  23% 
FRAYED  FRINGES.  As  wages 

have  gone,  so  have  fringe 
benefits:  Most  workers  have 
them  largely  because  of  un 
ions,  and  they're  disappear 
ing  partly  because  unions  an 
weaker.  Company-paid  retire 
ment  plans,  for  instance 
caught  on  after  World  War 
II,  when  federal  wage  anc 
price  controls  prompted  un 
ions  to  demand  pensions  ir 
lieu  of  pay.  To  keep  union 
at  bay,  nonunion  employer; 
followed  suit,  and  pensioi 
plans  multiplied.  The  tren 
reversed  as  the  union  threa 
shrank.  The  share  of  work 
ers  aged  25  to  64  with  an  em 
ployer-paid  pension  plan  slid 
points,  to  57%.  from  1979  t 
1988,  according  to  a  199: 
study  by  Freeman  and  Davie] 
E.  Bloom,  a  Columbia  Univeri 
sity  economist.  "The  single- 
biggest  reason  for  the  decline,"  says  Freeman— roughly  25% 
"is  deunionization." 

The  same  goes  for  health  insurance,  which  also  became 
standard  benefit  after  unions  pushed  it  during  the  war.  Since 
1980,  the  share  of  workers  under-  65  with  employer-paic 
health  care  has  plunged  from  63%  to  56%,  according  to  the 
Employee  Benefit  Research  Institute  (EBRD,  a  Washingtor 
research  group.  Rising  costs  are  a  factor,  but  "coverage  woulc 
not  have  dropped  as  much  if  unions  had  stayed  strong,"  says 
ebri  research  director  William  S.  Custer. 

Similarly,  fewer  workers  now  have  grievance  systems  tc 
protect  against  mistreatment.  Forced  to  fend  for  themselves 
they're  filing  unjust-dismissal  suits,  which  have  exploded  froir 
about  200  a  year  in  the  late  1970s  to  more  than  25,000  £ 
year  now,  experts  estimate.  "There's  no  question  that  protec 
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tions  for  workers  have  gone  down  with  the  decline  of  unions," 
says  Theodore  J.  St.  Antoine,  a  University  of  Michigan  profes- 
sor who's  an  authority  on  such  cases. 

Of  course,  employers  don't  respond  just  to  unions.  They  re- 
act as  well  to  social  trends  and  market  forces,  such  as  the 
women's  movement  or  competition  for  skilled  workers.  For  in- 
stance, the  share  of  workers  in  midsize  and  large  companies 
with  unpaid  maternity  leave— for  which  unions  haven't  pushed 
hard-rose  from  33%  to  37%  between  1988  and  1991,  says 
the  BLS.  And  some  benefits,  such  as  pensions  and  Social  Secur- 
ity, have  developed  their  own  constituencies. 

Unions  are  the  guardians  of  others,  however.  Take  safety 
regulations.  The  Occupational  Safety  &  Health  Administration 
under  Reagan  and  Bush  was 
a  hands-off  agency— and  work- 
days lost  to  injuries  jumped 
from  58  per  100  workers  in 
1983  to  86  in  1991.  Now,  Pres- 
ident Clinton  is  beefing  up 
the  agency,  partly  because  of 
the  support  unions  gave  him. 
That's  typical  of  interest- 
group  politics,  which  experts 
say  works  best  if  all  major 
interests  in  society  are  rep- 
resented. Even  Senator  Hatch 
agrees:  "We  need  unions  to 
make  sure  that  working  peo- 
ple have  a  legitimate  and  con- 
sistent voice." 

If  unions  are  so  important, 
why  are  they  going  the  way 
of  T.  Rex?  Certainly,  labor  it- 
self hasn't  helped.  When  glo- 
bal competition  hit,  most  un- 
ions dismissed  employers' 
demands  for  change  as  the 
same  old  handwringing  by 
fat-cat  bosses.  And  as  their 
ranks  thinned,  unions  were 
slow  to  tackle  the  costly  and 
iffy  job  of  aggressively  orga- 
nizing new  industries. 

In  fact,  the  1980s  spotlight- 
ed the  lackluster  leadership 
that  has  plagued  unions  for 
years.  They  never  developed 
an  antidote  to  union-fighting 
tactics.  And  they  found  no  re- 
joinder when  President  Rea- 
gan labeled  labor's  millions  of 
middle-class  constituents  a 
special-interest  group.  The  dour,  cerebral  Kirkland  instead 
found  soulmates  among  Reaganites  who  shared  his  hatred  of 
communism.  His  failure  to  devise  a  domestic  strategy  left 
labor  rudderless  at  its  most  crucial  moment  in  half  a  century. 

Still,  even  a  brilliant  leader  would  have  struggled.  The 
shift  from  factories  to  services  spurred  new  jobs  in  industries 
that  traditionally  have  been  hard  to  unionize.  The  effects 
were  compounded  by  industry's  antiunion  fervor  in  the  face  of 
global  competition.  Other  industrialized  countries  have  shifted 
to  services,  yet  their  unions  haven't  collapsed,  Harvard's 
Freeman  says.  The  difference,  he  adds,  is  the  extraordinary 
opposition  of  U.  S.  managers. 

For  instance,  employers  illegally  fired  1  of  every  36  union 
supporters  during  organizing  drives  in  the  late  1980s,  vs.  1  in 
110  in  the  late  '70s  and  1  in  209  in  the  late  '60s,  according  to 
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an  analysis  of  National  Labor  Relations  Board  figures  by  Un 
versity  of  Chicago  professors  Robert  J.  LaLonde  and  Bernar 
D.  Meltzer.  Unlawful  firings  occurred  in  one-third  of  all  repre- 
sentation elections  in  the  late  '80s,  vs.  8%  in  the  late  '60s,  the 
found.  "Even  more  significant  than  the  numbers  is  the  percer 
tion  of  risk  among  workers,  who  think  they'll  be  fired  in  an  oi 
ganizing  campaign,"  says  Harvard  law  professor  Paul  C.  Wei 
er.  Indeed,  when  managements  obey  the  law,  they  don' 
defeat  unions  nearly  as  often.  Union  membership  in  the  put 
lie  sector,  where  federal,  state,  and  local  officials  don't  try  s 
desperately  to  break  or  avoid  unions,  has  risen  by  23%  sine 
1983,  to  7  million  last  year 

The  excuse  on  which  industry  based  its  assault— that  U. !: 

labor  costs  were  out  of  lin 
internationally— was  largely 
bogus  issue:  Such  compar 
sons  sprang  mostly  from  th 
ultrastrong  dollar.  Now  tha 
it's  lower-  again,  U.  S.  wage 
are  below  Europe's  an 
Japan's. 

BLUNDERBUSSES.  Companie 
had  a  point,  though,  on  pre 
ductivity.  Across  the  econc 
my,  it  rose  only  1%  a  year  i 
the  '70s  and  '80s,  down  fror 
3%  in  the  '50s  and  '60s,  mear 
ing  that  it  failed  to  offse 
wage  growth.  Bad  manage 
ment  was  a  major  culprit 
But  labor  blundered,  too:  It 
contracts  made  it  hard  for  ur 
ionized  employers  to  cut  cost 
as  quickly  as  nonunion  comp; 
nies  when  global  competitio 
undercut  the  pricing  powe 
of  U.  S.  industry.  As  a  result 
the  premium  union  member 
earn  over  nonunion  worker 
rose  from  10%  to  15%  in  th 
1960s,  economists  have  founc 
to  about  21%  today.  That' 
partly  why  corporate  animos 
ity  toward  unions  continue 
even  as  annual  factory  pre 
ductivity  growth  returned  t 
3%  in  the  '80s  and  union  pa 
lagged  behind  inflation. 

This  attitude  may  chang 
only  if  labor-  embraces  cooper 
ation  with  unprecedented  er 
thusiasm.  Doing  so  will  r< 


AYLORISM  SPURRED  ADVERSARIAL 
BARGAINING-BUT  BOTH  ARE  PASSE 


quire  unions  to  reinvent  themselves  as  extensively  a 
executives  are  reinventing  the  corporation.  The  unions  of  t< 
morrow  will  need  to  balance  better1  wages  with  efforts  t 
hell)  employers  win  competitive  battles.  And  in  place  of  advei 
sarial  skills,  labor  leaders  will  need  expertise  in  every  thin 
from  management  techniques  to  technology. 

More  fundamentally,  unions  will  need  to  adopt  a  "we're-ir 
this-together"  mentality  instead  of  the  "us-vs.-them"  one  the 
has  characterized  both  sides  of  the  industrial  divide  fo 
decades.  "We  want  a  whole  new  approach  to  how  labor  and  ii 
dustry  can  work  together,"  says  Lynn  Williams,  a  leadin 
advocate  of  labor  cooperation  who  retired  in  March  as  US) 
president.  Such  views  received  an  important  boost  from  th 
AFL-Cio's  remarkably  self-critical  February  report,  titled  Th 
New  American  Workplace:  A  Labor  Perspective.  It  declare 
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HOW  AN  INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 

GOT  WIRED  FOR  EVEN 
GREATER  SUCCESS. 


LSTEN  SUCCESS  STORY  #93-S 


i  a  competitive  world,  two  highly 
inovative  companies  form  a  global 
liance  to  become  one  of  the  world's 
■ading  manufacturers  of  fiber  optic 
quipment.  So  where  does  this  company, 
ecor,  turn  when  they  want  innovative 
affing  solutions?  Olsten  Staffing  Services. 
Isten  has  helped  Siecor  manage  its 
bounding  growth  by  supplying  supplemental 
nployees  from  assemblers  and  operators 
)  clerical  and  accounting  personnel, 
you  would  like  to  get  connected  for 
reater  productivity  call  Olsten  at 
800-225-8367  or  contact  Allen  Gershlak, 
snior  Vice  President  Partnership  Programs, 
ne  Merrick  Avenue,  Westbury,  NY  11590. 


* 


Olsten 

Staffing  Services 


The  Working  Solution 


We  let  small  busines; 

II  you're  under  the  impression  that  IBM  c 
business  with  huge  corporations,  and  only  huge 
corporations,  we  have  great  news. 

Phings  aren't  that,  well. ..black  and  white 

The  fact  is.  thanks  to  business  relationshi 
with  thousands  of  industry- specific  product  am 
service  companies,  IBM  is  uniquely  qualified  to 
help  businesses  ol  any  variety,  and  any  size. 

These  ongoing  relationships  are  establish 
and  nurtured  through  respected  companies  we 


w  from  a  wide  spectrum. 


Business  Partners.  You'll  find  them  eonve-  and  better  ways  to  control  your  costs,  improve 

[y  located  around  the  corner,  in  your  market.  your  customer  service,  reduce  your  cycle  time,  or 

Business  Partners  can  be  software  develop-  just  keep  your  competitive  edge  nicely  sharpened, 
ltormation  processing  service  firms,  consul-  We  d  love  to  go  into  even  greater  detail, 

or  just  highly  specialized  niche  experts.  For  a  free  booklet  on  exactly  how  IBM 

With  the  help  of  their  knowledge  and  per-  Business  Partnerships  can  help  today  s  small  and 

ive,  we  re  able  to  customize  solutions  to  tit  growing  businesses,  including  yours,  call  us  now: 

needs  more  precisely  than  ever  before.  1  800  1BM-6676  ext.  660.  

Translation:  Consider  this  an  open  invita-  =  z-z  zzzz 

The  right  solution  for  the  job  can  mean  new  tion  to  draw  from  our  experience.    ~  ~  ~~  ~  ~ 


ace 


HE  MOST  EFFECTIVE  I 
PRACTICES  IN  1987  / 


QUALITY 
CIRCLES 


that  new  cooperative  work 
methods  "increase  worker  op- 
portunities . . .  bring  greater 
democracy  to  the  work- 
place . . .  and  improve  the  qual- 
ity, and  reduce  the  cost,  of  the 
goods  and  services." 

This  attitude  already  has 
begun  to  filter  into  industries 
as  diverse  as  farm  equipment, 
autos,  electrical  equipment, 
garments,  mining,  paper,  steel, 
and  telecommunications.  Com- 
panies such  as  Deere,  AT&T, 
and  National  Steel  are  creat- 
ing completely  new  roles  for 
both  managers  and  union  offi- 
cials, who  collaborate  daily  on 
everything  from  work  assign- 
ments to  marketing  strategies. 
One  early  example  of  this  new 
unionism  is  General  Motors 
Corp.'s  Saturn  Corp.,  where 
teams  of  workers  largely  gov- 
ern themselves  and  union  offi- 
cials are  involved  at  every  lev- 
el of  management. 
PAPER  COPIER.  Another  is  Scott  Paper  Co.,  which  four  years 
ago  took  a  start lingly  different  tack  than  the  frontal  assault 
International  Paper  Co.  had  mounted  on  the  United  Paper- 
workers  Union  in  an  effort  to  cut  costs.  Scott  and  the  union 
formed  a  committee  of  10  top  officials  from  each  side  who 
pledged  to  "work  together  to  meet  the  needs  of  employees, 
customers,  shareholders,  the  union,  and  the  community."  They 
set  up  teams  that  give  workers  more  decision-making  power, 
a  move  so  successful  in  reducing  costs  and  boosting  quality 
that  other  paper  companies,  such  as  Champion  International 
Corp.,  are  copying  it.  "The  union  can  play  a  key  role  in  our 
business,"  says  Philip  E.  Lippincott,  who  retired  as  Scott's 
chief  executive  officer  on  Apr.  1. 

It  isn't  easy  for  unions  to  make  the  transition. 
The  days  of  sitdown  strikes  and  company  goons 
stamped  generations  of  labor  leaders  with  a 
profound  suspicion  of  management.  And  recent 
antiunion  battles  exacerbated  this.  For  instance, 
the  United  Auto  Workers  (UAW)  advocated  coop- 
eration in  1973  at  gm.  But  a  dissident  group 
sprang  up  to  resist  in  the  '80s,  when  GM  shut 
some  plants  that  didn't  accept  teams.  And  some 
unions  fear  that  managers  use  teams  to  abolish 
hard-won  work  rules  or  dupe  employees  into 
working  harder  for  no  extra  pay.  Beyond  that, 
some  experiments  in  cooperation  have  left  a 
bitter  taste:  An  early- 1980s  effort  between  AT&T 
Co.  and  the  Communications  Workers  of  Amer- 
ica (CWA)  failed  when  lower-level  officials 
weren't  included  and  AT&T  cut  jobs. 

Perhaps  the  hardest  question  for  unions  to 
deal  with  is  why  they're  necessary  for  a  high- 
performance  workplace.  What  really  makes  em- 
powerment  succeed,  after  all,  isn't  unions  per  se, 
but  employee  trust  and  commitment.  Teams  lift 
productivity  most  in  companies  with  four  fea- 
tures, according  to  a  1990  review  of  two  dozen 
studies  by  University  of  California  at  Berkeley 
economist  David  I.  Levine  and  Laura  D' Andrea 
Tyson,  who  now  heads  the  Council  of  Economic 


UNIONS  CAN  BOOST  PRODUCTIVITY.. 

RESULTS  OF  DIFFERENT  STUDIES  OF  UNIONS'  EFFECTS  ON  PRODUCTIVITY 


BANKS  

 UNIONS  MAKE  NO  DIFFERENCE 

CEMENT  

 V*  TO  \V>  HIGHER  AFTER  UNIONIZATION 

CONSTRUCTION  

 17  -  TO  IV'  HIGHER  AT  UNION.  COMPANIES 

HOSPITALS  

 16"/-  HIGHER  AT  UNION  HOSPITALS 

HOUSEHOLD  FURNITURE  

 15%  HIGHER  AT  UNION  COMPANIES 

20  MANUFACTURING  INDUSTRIES 

 19%  TO  24%  HIGHER  AT  UNION  COMPANIES 

...AND  FOSTER  EFFICIENT  WORK  PRACTICES 


179  UNION  COMPANIES   «  134  NONUNION  COMPANIES 

■■nMH  nn 


PRODUCTIVITY 
BONUSES 


DATA:  LAWRENCE  MISHEL  &  PAULA  B.  VOUS,  UNIONS  S  ECONOMIC  COMPETITIVENESS 


F 


ROM  THE 
1960s  TO 
THE  1980s, 
MANAGEMENT 
REALLY  SEIZED 
THE  DAY: 
ILLEGAL 
FIRINGS  OF 
UNION  BACKERS 
DURING 
ORGANIZING 
DRIVES  ROSE 
FIVEFOLD 


Advisers.  These  include  pn 
ductivity  bonuses,  job  secui 
ity,  steps  to  build  group  c( 
hesiveness  (such  as  limitin 
pay  differences  betwee 
workers  and  managers),  an 
employee  rights  (such  as  pr< 
tection  from  arbitrary  fh 
ings).  "A  union  is  one  wa 
to  do  [all]  that,"  says  Levin' 
"although  it's  [not]  the  onl 
way." 

futurists.  Still,  employer 
that  pull  all  this  off,  such  £ 
Motorola  Inc.  and  Procter 
Gamble  Co.,  have  form 
mechanisms  that  protect  en 
ployees  much  as  unions  d( 
These  include  no-layoff  pra 
tices,  grievance  procedure; 
and  profit  sharing.  Moreove 
unions  can  be  very  helpf 
when  they're  willing.  In  fac 
surveys  by  the  General  A 
counting  Office  show  that 
ternative  work  schemes  ar 
spreading  at  least  as  rapid] 
in  unionized  companies  as  in  nonunion  ones. 

National  Steel  Corp.,  for  example,  began  cooperation  tw 
years  after  Japan's  nkk  Corp.  bought  70%  of  the  No.  4  U. 
steelmaker  in  1986.  To  build  trust,  the  company  adopted  a  m 
layoff  policy  for  all  9,500  union  members  with  a  year's  senio 
ity.  Hourly  workers  act  as  foremen.  And  usw  officers  g< 
data  on  everything  from  earnings  to  market  conditions 
help  them  see  what  it  takes  to  compete.  The  payoff:  Despil 
recent  operational  problems  that  have  hurt  profits,  the  nun 
ber  of  hours  needed  to  make  a  ton  of  steel  at  National 
main  plant  in  Ecorse,  Mich.,  has  fallen  by  33%  since  1988 
2.95— among  the  industry's  best  numbers.  National  has  run  ac 
proclaiming:  "We're  partners  with  labor  because  we  can't  in 
agine  a  future  without  them." 

Even  AT&T  and  the  CWA  are  starting  over.  1 
December,  1992,  they  set  up  elaborate  joii 
structures,  such  as  councils  of  company  and  ui 
ion  officials  at  the  local,  regional,  and  nation 
level.  Now  those  are  paying  off.  For  instanc 
AT&T's  long-distance  unit  wanted  to  evaluai 
technicians  in  Virginia  for  traits  that  make  er 
ployees  good  at  customer  relations.  Techniciai 
feared  that  those  who  did  poorly  might  \ 
moved  or  fired.  But  instead  of  fighting  the  e 
fort,  the  CWA  won  a  guarantee  of  no  forced  la 
offs  or  relocations.  The  profiling  has  helped 
speed  up  AT&T's  maintenance  times,  officia 
say,  and  now  is  being  expanded  to  1,600  techr 
cians  nationwide.  "If  we  had  tried  to  do  that  a 
sent  the  union's  involvement,  we  wouldn't  ha^ 
gotten  as  much  cooperation  from  our  techr 
cians,"  says  Stan  Kabala,  the  unit's  head. 

The  lesson:  If  organized  labor  can  offer  itsc 
as  a  partner,  it  may  win  at  least  grudging  a 
ceptance  and  carve  out  a  place  in  the  glob 
economy.  If  not,  its  slow  fade  will  continu 
And  many  employees,  union  and  nonunion  alik 
will  suffer,  whether  they  know  it  or  not. 

By  Aaron  Bernstein  in  New  York,  with  b 
reau  reports 
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If  Full  Commissions  Aren't  Enough  To 
Make  You  Leave  Your  Broker.  . . 


COMMISSIONS 


Here's  Another  Reason  To  Trade  Up  To  Schwab. 


It's  no  secret  that  full-commission 
)kers  can  charge  a  lot.  And,  that  every 
liar  you  pay  your  broker  comes  right 
t  of  your  investment. 

Fortunately,  there  is  a  better  way. 
Charles  Schwab,  you  can  save  up  to 
%*  on  stock  commissions.  But  that's 
;t  one  reason  to  trade  up  to  Schwab. 

NOW.  .  .  RECEIVE  VALUABLE 
INVESTMENT  TOOLS— 
AT  NO  CHARGE. 

For  a  limited  time,  Schwab  is  offering  you 
:hoice  of  investment  tools,  free.  Move  $15,000 
o  a  Schwab  account  between  May  2  and  August 
,  1994,  and  get  StreetSmart"  investment  software 
three  Company  Research  Reports — free  of  charge 


With  StreetSmart,  you  can  research 
investments,  place  orders  and  monitor  your 
account  right  from  your  personal  computer — 
anytime  day  or  night.  Plus,  you'll  save  an 
additional  10%  on  commissions?* Or,  select 
from  over  5,000  Company  Research  Reports 
which  cover  financial  histories,  earnings  fore- 
casts, buy/sell  rankings  and  more. 

TRADE  UP  TO  SCHWAB 
TODAY. 

To  open  up  a  Schwab  account, 
just  stop  by  one  of  our  200  offices  or  call  us 
today  at  1-800-435-9258  ext.  32A. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


:r  available  for  individual  investors  only.  Limn  one  per  customer.  *Based  on  a  2/94  survey  by  Schwab,  available  on  request.  $39  minimum  commission.  Full- 
imtssion  brokers  may  provide  different  services,  including  personalized  secunties  recommendations.  Commissions  surveyed  are  for  stocks  and  may  vary  for  other 
ducts.  ** StreetSmart 's  10%  discount  is  based  on  Schwab's  current  commission  schedule  and  may  be  used  with  other  offers  at  Schwab's  discretion  ©1994  Charles 
wab  &  Co.,  Inc.  Member  S1PC/NYSE.  All  rights  reserved.  (5/94) 


STRUCTURALLY  SOUND  with 

ood  fire  RESISTANCE 

though  LAWN  CARE  &  GENERAL 

jROUNDS  KEEPING 

could  be  upgraded. 


EN    WE    LOOK    at  a 

One  of  the  most  economical  and 

lets  you  spend  more  of  your  valuable 

ig,  we  see  it  as  being  more  than 

practical  ways  to  achieve  this  is  through 

time  doing  what  you  do  best. 

r  steel,  glass  or  brick.  We  see  it 

outsourcing.  Whereby  you  contract  an 

As  the  experienced  leader,  we 

tal  building  environment. 

outside  company  to  perform  everyday 

realize  that  any  building,  given  the 

rhat  means  comfortable  indoor 

services  that  are  quite  separate  from 

right  kind  of  attention,  can  become 

ratures.  Great  lighting  and 

your  core  business. 

more  comfortable  and  productive. 

>alanced  acoustics. 

With  over  40  years  ot  experience  in 

There  is  absolutely  no  reason  why 

[t  also  means  the  outside  of 

integrated  facility  management,  we  have 

your  business  can't  be  as  well. 

ilding.  The  landscaping,  the 

the  skills  to  provide  a  complete  range  of 

Which  is  precisely  why  we  have 

dskeeping.  It  means  painting 

services.  From  mail  services  to  heating, 

always  been  interested  in  improving 

waning.  In  fact,  it  can  include 

ventilation  and  air  conditioning  to 

life  in  the  great  indoors.  Not  to 

:y,  and  even  food  service. 

structural  maintenance. 

mention  outdoors. 

We  are,  in  short,  committed  to 

The  savings  are  often  quite 

JgHNSON 

g  the  ideal  building  environment. 

dramatic.  And,  ultimately,  outsourcing 

CONTROLS 

overnment 


REPUBLICANS  I 


IS  THE  GOP  OUT  FRONT 
ON  SOCIAL  REFORM? 


A  new  breed  of  governors  tries  to  show  that  less  can  be  better 


■  n  Washington,  Republicans  are  find- 
I  ing  a  hundred  ways  to  say  "no"  to  ac- 
I  tivist  government.  But  in  Massachu- 
setts, it's  a  different  story.  GOP  Governor 
William  F.  Weld  is  touting  social  reforms 
that  stress  deregulation,  privatization, 
and  cost  controls.  And  his  tack,  which 
promotes  less-but-better  government, 
plays  well  with  voters.  "A  self-professed 
libertarian  is  the  most  popular  politician 
in  the  most  Democratic  state  in  the 
country,"  moans  James  S.  Braude,  exec- 
utive director  of  the  Tax  Equity  Alliance 


states  are  the  only  places  where  ideas 
are  being  put  to  work." 

In  South  Carolina,  Governor  Carroll 
A.  Campbell  Jr.  has  relaxed  curriculum 
and  budget  rules  for  schools  that  meet 
performance  standards.  In  Ohio,  Gov- 
ernor George  V.  Voinovich  wants  to  give 
real  estate  tax  breaks  to  companies  that 
clean  up  contaminated  sites  in  inner  cit- 
ies and  open  businesses  there.  And 
Michigan  Governor  John  M.  Engler  is 
granting  some  freedom  over  teacher  hir- 
ing and  curriculum  to  community  groups 


come  up  with  centrist  alternatives  t 
traditional  liberalism.  Among  the  DLC 
founders  was  Arkansas  Governor  Bij 
Clinton.  GOP  governors  are  now  lookin 
for  the  same  middle  ground,  rejectinj 
the  Reagan  era's  antigovernment  bias 
blurry  lines.  Both  political  parties  ar 
trying  to  come  up  with  new  policies  th 
don't  lend  themselves  to  ideological  1 
bels,  says  Will  Marshall,  president 
the  dlc's  Progressive  Policy  Institub 
"The  lines  are  getting  blurred,"  he  add 
"Statehouse  reformers  are  movin 
against  the  old  bureaucratic  structures 

Among  the  innovations: 

Wisconsin's  Tommy  G.  Thompson  hi 
overhauled  welfare  to  reduce  chron 
cases.  To  spur  parents  to  keep  kids  i 
school,  he  has  cut  benefits  of  familk 
with  truants  by  up  to  48%.  And  he  h 
cracked  down  on  parents  who  aren 
keeping  up  with  child  support.  Since  tl 
reforms  began  in  1987,  the  welfare  casi 
load  has  dropped  by  18%.  In  Januar; 
Thompson  will  embark  on  even  moi 


HOW  REPUBLICAN 
PRAGMATISTS 
TACKLE  SOCIAL 
PROBLEMS 


MASSACHUSETTS 


William  Weld 
Job  training:  Began  a  "consu- 
mer-driven" system  of  appren- 
ticeship and  school  programs 
keyed  to  employers'  needs 


MICHIGAN 


John  Engler 
Education:  Will  use  sales  tax, 
not  property  taxes,  to  finance 
schools  and  equalize  spending 
in  poor  and  wealthy  districts 


SOUTH  CAROLINA  MOTHERS 
GET  SHOPPING  DISCOUNTS 
IF  THEY  VISIT  THE  DOCTOR 


George  Voinovich 
Children:  Boosted  Head  Start 
and  initiated  one-stop  shop- 
ping for  child  care  and  other 
family-service  programs 


SOUTH  CAROLINA 


Carroll  Campbell 
Infant  care:  Persuaded  busi- 
nesses to  offer  discounts  to 
pregnant  women  who  get 
medical  checkups 


WISCONSIN 


Tommy  Thompson 
Welfare:  Makes  welfare  moth- 
ers work  and  ends  benefits  af- 
ter two  years;  has  cut  benefits 
to  families  with  truant  kids 


for  Massachusetts  and  a  Weld  critic. 

Weld's  penchant  for  "entrepreneurial 
government"  puts  him  in  a  small  club  of 
maverick  GOP  governors.  From  South 
Carolina  to  Wisconsin,  these  New  Re- 
publicans are  overhauling  education, 
health  care,  welfare,  and  job  training. 
They  believe  government  can  work  if 
it's  based  on  choice,  market  incentives, 
and  partnerships  with  business.  And  as 
the  national  GOP  gropes  for  a  new  vote- 
Ketting  agenda,  these  beyond-the-Belt- 
way  Republicans  could  be  laying  the 
groundwork  for  the  party's  1996  plat- 
form. Says  Senator  Phil  Gramm  (R-Tex.), 
a  likely  Presidential  contender:  "The 


that  start  "charter  schools"  to  compete 
with  existing  public  schools. 

Some  critics  see  the  innovations  as 
simply  budget  cuts  in  disguise.  But  to 
David  Osborne,  guru  of  the  "reinventing 
government"  movement,  these  pragmat- 
ic Republicans  have  latched  on  to  a  win- 
ning strategy.  "They  believe  in  govern- 
ment and  believe  in  using  it,"  says 
Osborne,  who  has  advised  state  leaders 
of  both  parties.  "It's  an  emerging  ten- 
dency with  the  Republican  Party  that 
is  clearly  ascendant  with  the  voters." 

History  may  be  repeating  itself.  A 
decade  ago,  moderate  Democrats  formed 
the  Democratic  Leadership  Council  to 


radical  reform:  In  a  two-county  exper 
ment,  welfare  recipients  will  have  t 
work  for  benefits,  which  will  end  aftt 
two  years.  Medicaid  and  child  care  wi 
continue  an  extra  year.  To  encourag 
dual-parent  families,  the  state  also  wi 
pay  benefits  to  married  couples,  if  tl 
father  agrees  to  job  training. 

In  mid-March,  Michigan's  Engler  wc 
a  referendum  that  abolished  local  prope 
ty  taxes  as  the  source  of  school  fundinj 
Instead,  the  state  will  finance  educatic 
with  a  hike  in  the  sales  tax  from  4°/c 
6%— a  broad-based  levy  that  will  hel 
equalize  disparities  between  rich  an 
poor  districts.  One  hitch:  A  future  rece 


86  BUSINESS  WEEK/MAY  23,  1994 


GOVERNS 


would  dent  school  coffers,  forcing 
tate  to  look  for  other  revenues, 
nth  Carolina's  Campbell  and  Blue 
i/Blue  Shield  bypasses  bureaucrats 
a  program  he  claims  has  helped 
:e  the  state's  high  infant-mortality 
Dy  12%  since  1988.  Under  the  plan, 
bell  jawboned  businesses  into  offer- 
iregnant  women  and  mothers  of 
j  children  coupon  books  with  $1,000 
i  of  discounts  for  diapers,  vitamins, 
ther  goods  and  services.  The  hook: 
vomen  must  get  the  coupons  vali- 
1  by  a  doctor.  This  has  fostered 
prenatal  care  and  infant  checkups. 
>ld  is  turning  Massachusetts'  frag- 
jd  job-training  programs  into  a  one- 
shopping  system.  Peter  T.  Koch, 
itive  director  of  MASSJOBS  Council, 
Ivisory  board,  says  the  system  is 
)mer-driven."  It  works  with  com- 
s  such  as  Martin  Marietta  Corp. 
train  manufacturing  workers.  And 
'orking  with  the  biotech  sector  to 
120  secondary  and  community-col- 
students  as  lab  technicians.  Before, 
:ate  rarely  consulted  with  business, 
med  with  studies  that  show  pre- 
il  education  saves  welfare  costs 
the  road,  Ohio's  Voinovich  has 
,ed  contributions  to  the  federal 
Start  program  fivefold  since  1990- 
)  $97  million  now.  Ohio  is  first  in 
ation  in  Head  Start  spending.  Voi- 
h  also  gave  grants  to  13  counties 
xperiments  to  make  their  family- 
ze  programs  more  businesslike. 
!  cruel?  These  governors  are  win- 
favor  because  "they  have  tried  to 
ie  an  image  that  is  not  status  quo," 
GOP  pollster  William  D.  Mclnturff. 
critics  charge  that  Thompson's  wel- 
programs  are  cruel.  Voinovich  and 
ir  have  been  lambasted  for  drop- 
thousands  of  unemployed  men  from 
ole.  Weld's  conversion  of  Medicaid 
a  managed-care  program  has 
pted  complaints  that  the  poor  are 
I  health  care.  And  most  programs 
n't  been  in  place  long  enough  to 
i  they  will  work  in  the  long  term, 
ere's  also  skepticism  that  state  in- 
;ions  can  translate  into  a  powerful 
lal  message.  Political  analyst  Kevin 
illips  says  Republicans  will  capture 
'residency  only  with  solid  plans  for 
conomy,  taxes,  and  abortion, 
publican  governors  argue  that  with 
scrats  controlling  both  the  White 
e  and  Congress,  fresh  GOP  leader- 
must  come  from  the  states.  "No- 
else  has  the  bully  pulpit,"  says 
)bell.  "We're  in  a  position  to  offer 
latives  on  many  fronts."  And  what 
i  Republicans  are  serving  up  looks 
ive  as  well  as  conservative. 
Susan  B.  Garland  in  Washington, 
David  Greising  in  Atlanta  and  Rich- 
1.  Melcher  in  Chicago 


A  WORLD 

FOR  THE 

WISE. 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany.  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load 
fund  achieve  an  average 
annual  total  return  of  20.77% 
for  the  life  of  the  fund* 

If  you're  interested  in  an 
investment  that  has  the 
potential  to  really  take  you 
somewhere,  here's  a  chance 
to  put  your  money  to  work 
on  a  global  scale. 


Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  special 
risks  associated  with  foreign 
investing  such  as  currency 
fluctuations  and  political 
uncertainty.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
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ONE  YEAR  19.79% 
LIFE  OF  THE  FUND  20.77% 

From  inception  -  May  15,  1991 
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P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  629 

*Figures  are  based  on  total  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

Fund:,  distributed  by  Janus  Distributors.  Inc.  Member  NASD. 
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1-800-525-8983 
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CABLE  TELEVISION  I 


ESPN  WANTS  TO  REINVENT 
THE  COUCH  POTATO 


It's  trying  everything  from  multimedia  services  to  video  games 


Talk  about  getting  in  your  face.  On 
Apr.  6,  ESPN2  talk-show  host  Jim 
Rome  introduced  New  Orleans 
Saints  freshman  quarterback  Jim  Ever- 
ett as  "Chris  Evert."  And  he  kept  twit- 
ting the  gridder,  calling  him  by  the  for- 
mer tennis  ace's  name,  until  Everett 
pushed  over  a  table  and  sacked  Rome. 
The  all-sports  channel  cut  to  a  station 
break. 

The  scuffle  provoked  a  week's  worth 
of  barroom  banter.  And  while  both 
Rome  and  Everett  later  apologized,  the 
episode  spotlighted 
ESPN's  irreverent 
sibling.  Steven  M. 
Bornstein,  ESPN's 
chief  executive,  de- 
scribed the  incident 
as  "regrettable."  But 
what  buzz! 

And  buzz  is  what 
Bornstein  needs  as 
he  moves  to  make 
Esfn  more  than  just 
a  sports  channel. 
The  Capital  Cities/ 
ABC  Inc.  unit  now 
owns  such  events  as 
golf's  Skins  Game, 
the  College  Football 
Awards  Show,  and 
the  two-year-old 
Espy  Awards  for 
athletes.  It's  about  to  unveil  a  proprie- 
tary line  of  sports-action  video  games 
from  Sony  Corp.  The  ESPN  Radio  Net- 
work provides  sports  news  to  260  sta- 
tions. The  core  cable-TV  channel  just 
launched  an  on-line  multimedia  sports- 
info  feature  on  Prodigy.  And  on  May  9, 
ESPN  bought  Creative  Sports  Inc.,  a  big- 
league  sports-marketing  and  TV-produc- 
tion company  in  Charlotte,  N.  C.  Says 
Bornstein:  "The  opportunities  were  al- 
ways there.  We're  just  now  beginning  to 
take  advantage  of  them." 

Bernstein's  goal?  He  would  like  to  put 
the  ESPN  name  on  the  whole  shebang 
in  sports.  The  onetime  TV  cameraman 
for  baseball's  Milwaukee  Brewers  wants 
to  control  sports  information  the  way 
the  New  York  Yankees  dominated  the 
American  League  in  the  1950s.  And 


ESPN's  near-universal  brand  recognition 
is  like  having  Mantle  batting  cleanup. 

How  much  can  sports  fans  digest, 
though?  Critics  say  ESPN2,  launched  last 
September,  is  merely  a  grab  bag  of 
ESPN  castoffs.  "I  question  the  need  for 
another  sports  channel,"  says  Larry  Blas- 
ius,  a  top  media  buyer  at  Foote,  Cone  & 
Belding  Communications  Inc.  Bornstein, 
a  University  of  Wisconsin  film  gradu- 
ate who  joined  fledgling  ESPN  in  1980 
as  director  of  programming,  scoffs  at 
such  remarks:  "Those  were  the  same 


allegations  and  charges  when  we 
launched  ESPN  14  years  ago." 

Bornstein,  42,  may  be  on  the  right 
track  in  trying  to  expand  his  franchise. 
"I  don't  think  he's  stretching  it  too  thin," 
says  David  A.  Klatell,  professor  of 
broadcast  journalism  at  Boston  Univer- 
sity. "If  Disney  can  do  it,  espn  can  do  it. 
It  also  may  be  a  preemptive  strike  to 
get  ahead  of  competitors." 

ESPN,  based  in  Bristol,  Conn.,  doesn't 
lack  rivals.  Golf  legend  Arnold  Palmer  is 
behind  the  Golf  Channel  that  teed  off 
on  May  1.  The  Baseball  Network  is  on 
deck  for  a  July  debut.  And  starting  lat- 
er this  year,  the  Classic  Sports  Network 
will  woo  nostalgia  buffs  with  historic 
footage.  Perhaps  the  biggest  threat 
comes  from  the  merger  of  two  rival 
webs  into  Prime  SportsChannel  Net- 


works. The  deep-pocketed  challenge,! 
backed  by  cable  heavyweights  John  9 
Malone,  Bill  Daniels,  and  Charles  F.  E- 
lan,  now  offers  NewSport  Television,  I 
all-sports  channel  of  talk  and  news,  ifl 
in  7  million  homes,  roughly  half  1 
ESPN2's  penetration. 

Bornstein's  most  ambitious  play  cal 
for  attracting  a  new  generation  of  spoil 
fanatics  for  emerging,  as  well  as  estM 
lished,  sports.  For  example,  Bornsttl 
is  planning  what  he  calls  the  ExtrerS 
Games  for  1995.  The  spectacle  will  taj 
ture  such  events  as  bungee  jumping,  I 
line  skating,  and  mountain  biking. 
dirt  skiing.  Creating  new  events  am 
starting  new  products  cost  money,  natl 
(although  Bornstein  won't  discuss  nu« 
bers),  and  success  is  no  lock.  ESPN  hi 
slipped  before,  losing  an  estimated  $1 
million  per  year  from  1990  to  1993  on  I 
baseball  contract.  Why?  Baseball's  si 
ing— and  shrinking— fan  base  doesn't  m 
actly  thrill  advertisers  these  days. 
While  Bornstein's  deal  with  Maj| 
League  Baseball 
sweeter  this  ye? 
he   is  looking 
ESPN2  to  bring 
younger  viewei 
On  the  sibling  cha 
nel,  you'll  find  su 
hip  fare  as  lacross 
dirt  skiing,  and  oi 
law   soapbox  d( 
bies.  With  its  libei 
use  of  comedy  ai 
rock,  ESPN2  look 
sounds,   and  fe< 
like  MTV.  The  cha 
nel  will  soon  ha 
its  own  magazii 
tie-in   with  a 
habbed,  all-spor 
Dirt,  the  thus-f 
underachieving  k 


SWINGING  FOR 
THE  BLEACHERS 

Steven  Bornstein's  growth 
plans  for  ESPN  include: 

►  Expand  ESPN2  from 
1 4  million  homes  to 
ESPN's  63  million 

►  Buy  more  sporting  events 

►  Roll  out  a  line  of  video 
games 

►  Upgrade  on-line,  multi- 
media service  on  Prodigy 

►  Introduce  ESPN2/Dirt 
magazine 

DATA:  BUSINESS  WEEK 


brother  of  gamine  teen-zine  Sassy. 

Wall  Street  seems  to  like  Bornsteir 
moves.  Jessica  Reif,  media  analyst  f 
Oppenheimer  &  Co.,  estimates  that  ES\ 
will  report  $900  million  in  revenue  ai 
$192  million  in  operating  profit  in  19£ 
up  16%  and  32%,  respectively,  from  la 
year.  "It's  a  huge  moneymaker,"  R( 
says.  ESPN2  has  yet  to  turn  a  profit.  I 
14  million  homes  are  a  far  cry  fro 
ESPN's  63  million.  Mark  A.  Riely,  an  a 
alyst  at  brokerage  MacDonald  Grip] 
Riely  Inc.,  predicts  the  channel  will  be 
20  million  homes  by  yearend. 

At  an  ESPN2  party  last  fall,  Bornste 
told  the  crowd,  "The  future  is  not  ju 
ESPN2,  but  ESPN:!,  ESPN4,  and  ESPN! 
That  would  be  getting  in  his  riva 
faces  big-time.  And  think  of  the  buzz. 
By  Chris  Roush  in  Bristol,  Con 


88  BUSINESS  WEEK/MAY  23,  1994 


SPORTS  BUSH 


Chase  after  clients 
not  office  machines 


(8.5'-h  x  17.8"w  x  16.9"d) 


DOC-IT 


hink  of  Doc-IT  as  a  time  machine.  Not  a  fantasy.  Not  even  the  future.  ■  An  incredibly  convenient,  affordable  4-function 
sktop  document  processor  that  can  save  you  a  lot  of  time,  starting  today.  ■  It's  your  personal  printer.  So  you  can  get  great 
iking  output  when  you  need  it.  ■  It's  your  own  plain  paper  fax  that  also  lets  you  communicate  directly  from  your  PC.  ■  It's 
nr  scanner,  so  if  you  want  to  incorporate  graphics  into  your  presentation,  now  you  can  do  it  yourself.  ■  And  it's  your  copier, 
time  not  spent  waiting  in  line  for  the  copier  down  the  hall  means  more  time  working  at  your  desk.  ■  Doc-IT  interfaces  with 
in  l'( !  and  runs  \\  indows  "d>ased  software  thai  integrates  its  I  f  unctions  seamless!)  .  So  you  get  In  eommiiuieate  <|iii<  kl\  and 
sily  without  leaving  your  chair.  ■  It'll  let  you  work  faster.  ■  It'll  make  you  more  productive.  And,  ^"XiXlf*^  A"¥"A 
today's  competitive  business  environment,  it'll  make  you  glad  everybody  doesn't  have  one.  ■  Yet.  V^/I^IL^f*.!/"* 

1  a  Division  ol  Oki  America.  Inc 

1-800-OK1-TEAM  (EXT  382) 

Call  to  finil  out  more  about  DOC-IT,  one  of  FORTfy/VfTmagazine's  "Products  of  the  Year'' 


PRINT  IT.  FAX  IT.  COPY  IT.  SCAN  IT.  DOC-IT/ 
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GUNS  I 


REMINGTON  FACES 
A  MISFIRING  SQUAD 


Accidents  with  the  Model  700  rifle  are  laying  it  open  to  heavy  damages 


On  Dec.  29,  1989,  Glenn  V 
Collins  was  ready  for  a  day 
deer  and  wild-boar  hunting 
Eagle  Pass,  Tex.  But  while  he  was  ui 
loading  his  rifle  after  running  into  bs 
weather,  it  accidentally  discharge! 
wounding  him  in  the  foot.  That  afte 
noon,  the  53-year-old  Amoco  Cor] 
drilling  supervisor  had  to  have  his  fo< 
amputated. 

Collins  claimed  that  the  gun,  Rer 
ington  Arms  Co.'s  Model  700  bolt-actk 
rifle,  had  gone  off  without  his  ev< 
touching  the  trigger.  And  on  May  7,  1 
persuaded  a  Texas  jury  it  had:  After 
six-week  trial,  Remington  was  order* 
to  pay  Collins  $17  million-$15  millk 
of  it  in  punitive  damages.  "I  think  wh; 
the  jury  was  telling  Remington  and 
gun  manufacturers  is  that  if  you  have 
defective  or  unsafe  product,  you'd  bettx 
do  something  about  it,"  says  Collins. 

The  Wilmington  (Del.)  gunmak< 
hasn't  decided  whether  to  appeal  tl 
verdict.  But  company  spokesman  Willia 
Wohl  says  Remington  flatly  denies  th; 
the  Model  700— one  of  the  top-sellir 
hunting  rifles  in  the  U.  S.— is  faulty 
any  way.  "We  have  believed  in  the  pa 
and  continue  to  believe  today  that  tl 
Model  700  is  one  of  the  finest  bolt-acti< 
rifles  manufactured,"  says  Wohl.  "V 
see  the  product  as  a  safe  and  reliab 
sporting  firearm." 
stormy  outlook.  Remington  maintaii 
that  the  accidents  stem  from  users'  mi 
takes,  not  from  product  defects— a 
fense  it  used  in  the  Collins'  case.  "Wh< 
a  gun  goes  off,  the  first  thing  peop 
say  is:  'It's  not  my  fault,' "  argues  Ke 
neth  Soucy,  who  is  in  charge  of  resean 
and  development  at  Remington.  "Us 
ally,  we  find  that  people  have  be< 
messing  around  with  the  fire  contn 
They  get  in  there  and  screw  things  uf 
Remington  has  done  pretty  well  wi 
that  argument,  winning  8  out  of  12  jui 
trials  since  1981.  In  a  further  18  knov 
suits  settled  since  1981,  Remington  h 
negotiated  modest  payouts— some  as  litt 
as  $5,000,  say  plaintiff  lawyers.  But  tl 
Collins  case  is  the  first  time  a  jury  sa 
internal  Remington  documents  alleged 
showing  that  the  company  had  develop 
a  safer  design  yet  chose  not  to  market 
"The  documents  established  that  Rei 
ington  has  had  a  design  for  at  least 
dozen  years  that  eliminates  the  heart 
the  problem,"  says  Richard  C.  Miller, 
lawyer  in  Springfield,  Mo.,  who  repr 
sents  Collins  and  17  other  plaintiffs 
past  and  present  suits  against  Remingb 
involving  its  Model  700.  "This  impli 
that  they  knew  something  was  wroi 
with  the  existing  fire-control  system." 
Now,  with  the  new  documents  ai 
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From  start  to  finish, 
OS/2  2.1  sets  the  pace 
for  technology  at  the 
most  famous 
motor  speedway 
in  the  world. 


( )S/2 


programs 


run  at  full  speed  all 
over  the  place:  IBM 
DATABASE  T  OS/2 
(DB2/2  "),  for  example, 
keeps  track  of  everything 
from  entry  fees,  prac- 
tice and  qual- 
ifying times, 

ine  serial  numbers,  and  driver  and  crew  status  to  per- 
nel,  administrative  and  other  vital  information.  USACs 
LapManager^  an  OS/2  program  developed 
pecifically  for  lndy ,  drives  the  official  tim- 
ing and  scoring  of  all  on-track  activity. 
LapManager  takes  timing  data  sent  from  the  cars 
via  radio  signal,  turns  it  into  meaningful  stats,  and 
is  it  to  PCs  used  by  USAC  staff  and  the  press. OS/2  even  hits  th 
i  in  ThinkPads  that  collect  and  distribute  race  information 
n  tracks  all  across  the  country. 


ice 

clutch 


rmance 


When  you  see  how  OS/2  can  rev  up  your  DOS,  Windows" 
and  OS/2  programs,  you'll  know  why  they  use  OS/2  at  lndy 
over  100  other  USAC  races.  You  can't  have  a  more 
iressive  track  record  than  that, 
b  order  or  to  find  out  more  about  OS/2,  call 
00  3-IBM-OS2.  In  Canada,  call  1  800  465-7999. 
2  is  also  available  at  local  software  dealers. 

Operate  at  a  higher  level. 

id  was  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS.  Windows  and  OS/2  programs  running  on  OS/2  IBM,  OS/2  and  ThinkPad 
gistered  trademarks  and  IBM  DATABASE  2,  DB2/2  and  "Operate  at  a  higher  level"  are  trademarks  of  International  Business  Machines  Corporation 
)ws  is  a  trademark  of  Microsoft  Corporation  Indianapolis  500  and  lndy  are  registered  trademarks  of  the  IMS  Corporation  All  other  products  are 
narks  or  registered  trademarks  of  their  respective  companies  ©  1994  IBM  Corp 
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DEALMAKERS  I 


IN  RAINWATER 
THEY  TRUST 


Investors  are  betting  his  touch  extends  to  real  estate 


THE  BASSES'  FORMER  FINANCIAL  ADVISER  HAS  REAPED  70%  RETURNS 


The  day  after  wrapping  up  a  suc- 
cessful initial  public  offering  for 
his  real  estate  investment  trust, 
Richard  Rainwater  is  decidedly  laid 
hack.  Clad  in  white  polo  shirt,  blue 
jeans,  and  tennis  shoes,  an  unshaven 
Rainwater  strolls  into  his  Fort  Worth 
office  half  an  hour  late  for  an  interview. 
The  dealmaker  explains  that  he  had  tak- 
en his  parents  fishing.  "The  weather's 
been  so  crummy  here  that  whenever 
there  are  two  flays  of  sunshine  in  a  row. 
you  have  to  take  advantage  of  it,"  he 
says. 

If  anyone  knows  the  importance  of 
seizing  the  moment,  it's  Rainwater,  the 
former  chief  investment  adviser  to  Fort 
Worth's  oil-rich  Bass  brothers.  Rainwa- 
ter's knack  for  knowing  when  to  buy 
and  sell  big  stakes  in  such  companies 
as  Walt  Disney  Co.  and  Texaco  Inc. 
helped  the  Bass  empire  grow  from  $50 
million  in  1972  to  more  than  $5  billion  by 
1986,  when  he  struck  out  on  his  own. 
While  Rainwater's  track  record  still 


is  awe-inspiring— he  is 
worth  nearly  $K00  mil- 
lion and  has  no  person- 
al  debt— he  now  is  ven- 
turing into  particularly 
risky  territory.  "I  view 
real  estate  as  the  most 
intriguing  opportunity 
that  I've  seen  in  my 
business  lifetime,"  he 
says. 

The  question  is 
whether  Rainwater's  golden  touch  will 
extend  to  an  area  where  even  experts 
often  founder.  Through  Crescent  Real 
Estate  Equities  Inc.,  his  new  REIT,  Rain- 
water raised  $350  million  in  an  IPO  two 
weeks  ago.  Crescent,  which  went  public 
at  $25  a  share  and  now  trades  at  $26%, 
didn't  have  to  slash  its  asking  price  to 
get  the  deal  done  in  a  dicey  market. 
Rainwater  wants  to  take  Crescent— 
which  has  five  office  buildings,  one  retail 
complex,  and  interests  in  three  single- 
family  residential  land  developments— 


Holding  Estimated  value 

Millions 


COLUMBIA/HCA 
HEALTHCARE  $320 

CRESCENT  REAL  ESTATE 
EQUITIES  140 

OTHER  REAL  ESTATE 

ENERGY  SERVICES  

OTHER  ENERGY 

INVESTMENTS  10 


H.B.  K0RENVAES 
INVESTMENTS  55 


MID  OCEAN  REINSURANCE  23 


UNITED  GAMING 


OTHER  INVESTMENTS, 
BONDS  &  CASH  150 


from  its  current  $600  million  market  v; 
ue  to  at  least  $5  billion  in  the  nes 
decade. 

To  get  there,  he  will  buy  distresse 
properties,  primarily  in  the  Southwes 
"Essentially,  [Crescent]  is  a  blind  poc 
and  Rainwater  is  saying,  'Trust  me,  I 
Richard  Rainwater.  I'm  going  to  - 
great  things  with  your  money,' "  saj 
Fred  Carr  of  Penobscot  Group  Inc., 
Boston  real  estate  research  firm.  In  col 
trast,  most  REITs  go  public  with  th 
portfolios  already  full. 
plenty  of  gems.  The  Rainwater  ; 
proach  to  investing  is  straightforwar 
Identify  a  business  that's  out  of  favo 
apply  shrewd  financing  techniques,  hii 
talented  managers  to  run  it,  and  wa 
for  the  market  rebound.  But  real 
tate,  while  hardly  booming,  is  not  flat 
its  back,  either,  so  Rainwater  won't 
buying  at  bottom-of-the-market  prices 
Rainwater  admits  he's  a  few  yea 
late  but  argues  there  still  are  plenty 
gems  out  there.  He  says  between  $5( 
billion  and  $700  billion  in  mortgages  ( 
high-quality  properti 
will  be  coming  di 
over  the  next  five 
ten  years,  and  mortg 
gees  will  be  eager 
unload  them.  Rainw 
ter  figures  he  will 
haust  an  initial  $3( 
million  credit  line  wit 
in  a  year  and  return 
the  equity  market  f 
additional  financin 
The  I  Ft )  didn't  lea1 
Crescent  with  a  lot 
cash.  Most  of  the  mo 
ey  was  used  to  rep; 
debt  on  the  properti 
that  Rainwater  plac 
in  the  REIT  in  exchanj 
for  shares.  He  owns  I 
million  shares,  inclu 
ing  1.4  million  he  hi) 
self  purchased  in  tl 
offering. 

Real  estate  pros 
lute  Crescent's  existii 
portfolio,  whose  tropl 
property  is  the  office-retail  complex  ne 
to  Dallas'  Crescent  Court  Hotel.  B 
Rainwater's  real  estate  acumen  remai 
untested.  He  has  experience  but  usua. 
not  as  the  lead  investor.  Says  one  t 
REIT  investor:  "We  didn't  buy  it  f 
what's  in  the  portfolio.  We  bought  it  1 
cause  it's  Richard  Rainwater." 

In  the  past,  that  has  proven  to 
enough.  Since  leaving  the  Basses,  Ra: 
water  has  racked  up  returns  in  excess 
70%  a  year.  "He  wasn't  an  enterta; 
ment  specialist  when  he  invested  in  W 


■ 
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and  made  a  killing,  and  he 
a  health-care  specialist  when  he 
outstanding  job  with  Columbia 
al  Corp.],"  says  Samuel  S.  Moore, 
ssident  of  Goldman,  Sachs  &  Co.'s 
division.  While  surrounding  him- 
th  experts  in  his  chosen  invest- 
reas,  Rainwater's  value  is  in  his 
"to  look  several  years  into  the 
and  see  trends  that  others  don't 
lys  Moore. 

water,  49,  has  done  just  that  for 
han  two  decades.  The  Stanford 
ent  two  years  at  Goldman  before 
in  1970  to  work  for  the  Basses. 
mid-1980s,  Rainwater  had  sealed 

r  FIRMS  ■HM^^^H 


his  reputation  as  a  financial  mastermind. 
Not  every  deal  he  made  for  himself  was 
a  home  run,  or  even  a  single.  But  the 
flops  have  been  small,  mostly  in  the  $1 
million  to  $3  million  range. 

One  of  Rainwater's  recent  ventures,  a 
foray  into  gaming,  isn't  looking  like  a 
smart  bet  lately.  Last  year,  Rainwater's 
Kirkland-Fort  Worth  Investment  Part- 
ners invested  $5  million  in  United  Gam- 
ing LP  Inc.,  a  provider  of  slot  machines. 
United  Gaming,  at  6^,  is  down  45%  from 
its  52- week  high.  Rainwater  never  paid 
top  dollar:  He  bought  restricted  stock 
and  warrants  for  about  $3  a  share. 
And  he  won't  become  a  major  player. 


That's  because  he  owns  10%  of  the  Tex- 
as Rangers.  Major  League  Baseball  liars 
owners  from  active  involvement  in 
gaming. 

Rainwater  is  also  hot  on  the  potential 
for  economic  development  in  China.  He 
recently  put  $10  million  into  a  partner- 
ship called  Richina,  which  just  purchased 
two  publications  in  China.  But  although 
the  Asian  prospects  are  alluring,  Rain- 
water's major  focus  these  days  is  scoring 
with  Crescent.  And  for  good  reason:  His 
reputation  and  a  huge  chunk  of  change 
are  on  the  line. 

By  Stephanie  Anderson  Forest  in  Fort 
Worth,  with  bureau  reports 


old  friend  of  Republic  President  Jeffrey 
C.  Keil,  and  Keil  says  their  friendship  is 
untarnished  by  the  split.  In  a  joint  an- 
nouncement, Cohen  and  Republic  said 
Cohen  will  resign  as  chairman  of  Re- 
public Securities  and  vice-chairman  of 
the  parent  company.  Cohen  will  form  a 
new  investment-management  and  secur- 
ities firm  in  which  Republic  will  be  a 
minority  investor,  and  he  will  remain  a 
consultant  to  the  bank. 
BRUTAL.  But  despite  the  bonhomie,  Co- 
hen's departure  was  clearly  caused  by 
the  all-but-unbridgeable  cultural  gap  be- 
tween Cohen's  crew  of  Wall  Streeters 
and  Safra's  inner  circle  of  conservative 
bankers.  Indeed,  Cohen's  departure 
capped  a  series  of  events  that  was,  by 
Safra's  courtly  standards,  brutal.  On 
Apr.  27,  Republic  CEO  and  President 
Louis  B.  Lloyd  was  ousted  as  CEO.  (He 
remains  president.)  The  new  CEO  is  E. 
Daniel  Morris,  a  member  of  the  parent 
company's  board  of  directors.  Unlike 
Lloyd,  who  reported  directly  to  Cohen, 
Morris  reports  to  the  board  of  directors 
of  the  securities  firm.  Thus,  Cohen  was 
removed  from  direct  control  of  the  firm. 
Morris  promptly  fired  a  dozen  staffers, 
including  Cohen's  top  aide,  on  May  2. 

Cohen  wouldn't  discuss  his  severance 
or  the  amount  Republic  will  invest  in 
Cohen's  investment  firm.  The  firm  will 
include  Palladin  Group,  an  investment 
unit  specializing  in  arbitrage  that  is  al- 
ready offered  to  Republic  clients. 

That's  a  far  cry  from  the  ambitious  vi- 
sion Cohen  had  for  Republic  New  York 
Securities.  As  Cohen  tells  it,  the  bank's 
Wall  Street  venture  was  a  victim  of  its 
own  success.  "Obviously,  we  wanted  to 
continue  to  grow  the  business.  But  the 
decision  was  made  not  to,  and  we  had  to 
live  with  it,"  Cohen  says  flatly.  But  the 
firm  was  also  a  victim  of  the  nervous- 
ness of  Republic's  enigmatic  overlord. 
Perhaps  Cohen  might  have  made  a  suc- 
cess of  Republic  Securities  after  all.  But 
the  possibility  of  failure  is  what  haunted 
Safra.  And  in  the  final  analysis,  he 
would  have  no  part  of  it. 

By  Gary  Weiss  in  Neic  York 


PUBLIC'S  ODD  COUPLE 
TS  A  QUICKIE  DIVORCE 

rad  Safra's  distaste  for  risk  led  to  a  split  with  Peter  Cohen 


as  an  unlikely  partner- 
)— Peter  A.  Cohen,  the 
i-profile  former  chairman 
arson  Lehman  Hutton 
id  Edmond  J.  Safra,  the 
y-shy,  risk-phobic  billion- 
nker.  When  Safra  named 
>time  friend  in  '92  to  set 
imbitious  new  venture  on 
reet,  Republic  New  York 
ies  Corp.,  industry  insid- 
ubted  the  partnership 
.ast.  They  were  right.  In 
■fire  series  of  events  over 
3t  few  days,  Cohen  was 
d  of  authority  over  the 
md  a  dozen  of  his  key 

were  fired.  So  it  was  no 
e  when  Cohen  announced 
l  departure  on  May  10. 
HEDGE.  It  was  a  case  of 

fabled  caution  winning 
ir  friendship.  Insiders  at 
ic  say  the  Lebanese-born 
er  had  become  increas- 
kittish  about  world  mar- 
id  about  Republic's  new 
3  a  financier  for  hedge  funds, 
are  private  investment  partner- 
hat  engage  in  a  wide  range  of 
ients,  many  of  them  highly  lever- 
according  to  a  source  at  Republic, 
n  had  no  problem  loans  to  hedge 
n  the  first  quarter,  when  curren- 
(s  pummeled  the  funds,  and  the 
rned  a  profit  for  the  first  time  in 
But  that  didn't  matter  to  Safra— 
ited  out. 

>rding  to  Cohen,  Safra  was  un- 
by   the   unexpectedly  rapid 


m.  si 


j  n. 


COHEN  (LEFT)  AND  LLOYD:  ONE'S  OUT,  ONE'S  DOWN 


growth  of  the  securities  unit— whose  bal- 
ance sheet  exploded  from  $1.9  billion  to 
$2.y  billion  in  just  the  past  three 
months,  largely  from  loans  to  hedge 
funds.  In  mid-April,  Safra  decided  to  re- 
duce the  firm's  activities  in  hedge-fund 
financing  and  emphasize  instead  the  tra- 
ditional Safra  domain:  banker  and  bro- 
ker to  the  ultrarich.  Says  Cohen:  "When 
that  happened,  I  decided  to  take  my- 
self out  of  the  loop." 

Both  Cohen  and  Republic  maintain 
that  the  divorce  is  amicable.  Cohen  is  an 
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CARPENTER: 
FOR  KIDDER, 
GOVERNMENT 
SECURITIES 
WERE  A 
SIDELINE 


WILL  ANOTHER  SHOE 
DROP  AT  KIDDER? 

Its  exposure  in  mortgage-backed  securities  is  causing  concern 


E 


ven  several  weeks  after  the  event, 
Wall  Streeters  are  still  trying  to 
fathom  it:  How  was  Joseph  Jett, 
an  obscure  government-bond  trader  at 
Kidder,  Peabody  &  Co.,  able  to  rack  up 
$350  million  in  phony  profits  over  a 
three-year  period  before  the  firm  found 
out  about  it? 

Now,  Street  speculation  is  shifting  to 
another  part  of  Kidder:  its  huge  mort- 
gage-backed securities  business.  The 
question  is  whether  Kidder  sustained 
large  losses  during  the  recent  abrupt 
collapse  in  bond  prices,  which  battered 
the  mortgage-backed  portfolios  of  many 
other  Street  firms.  Kidder  is  so  big  in 
this  market,  says  Herman  Sandler,  prin- 
cipal at  Sandler  O'Neill  &  Partners,  "be- 
cause they  are  willing  to  assume  big- 
ger risks.  Other  people  aren't  prepared 
to  take  that  high  a  risk  profile." 
"always  CHECKING."  A  senior  Kidder 
executive  denies  this  speculation.  "We 
haven't  had  any  big  hits  because  we  op- 
erate on  a  hedged  basis  for  the  most 
part,"  he  says.  The  executive  adds  that 
this  assessment  is  based  on  an  outside 
firm's  complete  pricing  review  of  Kid- 
der's fixed-income  portfolio  for  Kidder, 
Kidder's  parent  General  Electric  Co., 
and  government  regulators.  "We  are 
highly  confident,"  the  executive  says, 
"that  the  [prices]  are  accurate." 


While  Kidder  is  only  a  minor  player 
in  government  securities,  it  is  thought  to 
have  the  largest  mortgage-backed  port- 
folio on  Wall  Street.  From  January  to 
early  May,  1994,  Kidder  issued  $28  bil- 
lion in  mortgage- backed  securities,  for  a 
commanding  24%  market  share  (table). 
While  Kidder  won't  say  how  much  of 
its  end-of-1993  $72  billion  balance  sheet 
consisted  of  mortgage-backed  paper,  ri- 
vals say  it  is  a  significant  portion.  Much 
of  Kidder's  $439  million  in  1993  operat- 
ing earnings  is  thought  to  have  come 
from  its  mortgage  business. 

Kidder's  success  is  due  in  large  part 
to  32-year-old  Michael  W.  Vranos,  head 
of  the  firm's  mortgage-backed  depart- 
ment. Vranos,  who  is  rumored  to  have 
drawn  a  bonus  north  of  $10  million  last 
year,  is  widely  respected  throughout 


LEADING  THE 
MORTGAGE-BACKED  PACK 


1993 

1994  year  to  date* 

Manager 

Billions 

Billions 

KIDDER  PEABODY 

$81.02 

$28.16 

LEHMAN  BROS. 

39.93 

11.85 

BEAR  STEARNS 

37.80 

11.65 

'period  ending  5/9/94 

DATA:  SECURITIES  DATA  CO 
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the  close-knit  mortgage-backed  industr 

A  source  close  to  General  Electri 
though,  tells  BUSINESS  WEEK  that  in  tl 
past  there  has  been  great  concern 
Kidder  about  the  firm's  huge  exposui 
in  mortgage-backed  securities.  "That  wi 
being  watched  by  everybody  inside  at 
out,"  says  this  former  GE  insider.  Kidd< 
Chief  Executive  Michael  A.  Carpent 
"was  always  checking." 

In  trying  to  judge  the  riskiness 
Kidder's  mortgage-backed  portfolio 
key  issue  is  how  much  of  it  consists 
high-risk  mortgage  derivatives,  such 
inverse  floaters  and  interest-only  seci 
ities,  whose  value  can  fluctuate  radical 
with  a  big  move  in  interest  rates.  Sev 
al  customers  of  Kidder's,  such  as  Ask 
Capital  Management  and  Piper  Jaffr; 
Inc.,  have  been  badly  whipsawed  by  t 
impact  of  rising  rates  on  the  value 
their  mortgage  derivatives.  Since  Kidd 
is  thought  to  be  such  a  big  owner 
these  securities,  the  rate  rise  is  believ 
to  have  sparked  losses  of  its  own 
JUMPING  SHIP.  Fueling  speculation  is  i 
recent  departure  of  Kidder's  No.  2  moi 
gage  pro,  Mitchell  Samberg,  who  left 
co-head  Donaldson,  Lufkin  &  Jenret 
Securities  Corp.'s  collateralized  moi 
gage-obligation  department.  Another 
parture  was  Dmitry  Shklyar,  who  ju 
joined  CS  First  Boston  as  a  mortgag 
backed-derivatives  trader.  These  loss 
are  "a  bearish  sign,"  says  one  compete 
because  for  the  past  five  years,  compt 
ing  firms  have  had  little  luck  lurh 
away  Kidder  mortgage  traders.  Sa: 
berg  and  Shklyar  declined  comment 

Despite  Kidder's  statement  that  it  c 
not  take  any  major  hits  and  that 
bond  portfolio  is  accurately  priced,  mo 
gage-backed  traders  remain  skeptic 
The  big  interest-rate  hike  has  made 
very  difficult  to  estimate  prices  for  CM 
and  CMO  derivatives,  which  are  oft 
very  illiquid.  Kidder's  mortgage-back 
portfolio  is  thought  to  be  worth  fr< 
$10  billion  to  $15  billion,  and  Strc 
sources  speculate  that  if  it  reflected  a 
rent  values,  losses  could  be  several  hi 
dred  million  dollars. 

Any  portfolio  losses  would  be  in  { 
dition  to  the  $210  million  write-off  ste 
ming  from  the  Jett  trades.  Kidder's 
nancial  viability,  though,  won't 
impaired.  GE,  says  Perrin  H.  Long  J 
research  director  at  First  of  Michig 
Corp.,  will  stand  behind  the  firm 
might,  he  adds,  "have  to  pump  mon 
in."  While  the  precise  cost,  if  any, 
bail  Kidder  out  may  never  be  disclosi 
GE's  investment  in  Wall  Street  coi 
turn  out  to  be  quite  expensive. 

By  Leah  Nathans  Spiro,  with  Suzat 
Woolley  in  New  York  and  Tim  Smart 
New  Haven 
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erfeiting  is  on  the  rise,  as  a  result  of  today's  PCs  and  printers 


t  first  glance,  the  Family  Farm 
Preservation,  based  in  Tigerton, 
Wis.,  seems  like  just  another 
fringe  group.  Members  of  the 
iieve  paper  money  is  worthless 
i  the  Federal  Reserve,  which  is- 
irrency,  is  illegal.  However,  the 
taking  its  beliefs  one  step  fur- 
eonard  A.  Peth,  believed  by  the 
be  the  FFP's 
boasts  that  he 
iped  launch  a 
*n  to  circulate 
feit  money  or- 
expose  what 
;ves  to  be  the 
if  the  current 
ry  system, 
money  orders, 
ted  on  photo- 
f  machines, 
real  enough 
i  unidentified 
lia  lender  lost 
than  $30,000 
,  released  title 
2ars  before  de- 
ng  the  orders 
raudulent,  ac- 
to  state  regu- 
"It's  a  real 
says  Jim  Purcell,  j|| 
nt  of  First  National 
in  Elberton,  Ga., 
f  whose  customers 
isuccessfully  to  use 
thless  money  orders 
3  mortgage  and  oth- 
payments.  The  FBI 
Qg  into  the  case. 
>ECEPT1VE."  Many  financial  institu- 
lese  days  are  finding  that  coun- 
ig  is  far  more  than  a  nuisance. 
;r  it's  fraudulent  money  orders, 
,te  checks,  traveler's  checks,  or 
curities  posted  as  collateral  for 
document  fraud  is  on  the  rise, 
ing  to  the  Secret  Service's  Fi- 
Crimes  Div.,  losses  to  banks  from 
ases  under  investigation  doubled 
to  $1.4  billion.  Agents  say  much 
increase  is  the  result  of  coun- 
legotiable  instruments.  And  with- 
next  several  months,  the  Treas- 
^pt.  is  expected  to  propose  a 
redesign  of  paper  currency  to 
counterfeiters. 


The  boom  in  document  fraud  stems 
from  the  ready  availability  of  computers, 
laser  printers,  and  color  copiers.  With 
these  machines,  even  relative  novices 
can  produce  replicas  of  currency  and 
other  similar  instruments  that  are  of- 
ten just  as  hard  to  detect  as  documents 
created  by  skilled  counterfeiters.  "The 
instruments  being  produced  now  are 
very  deceptive,"  says 
Stephen  M.  Jones, 
special  agent  for  the 
Secret  Service. 

The  cost  of  coun- 
terfeiting to  the  finan- 
cial-services industry 
is  hard  to  measure. 
However,  estimates 
of  losses  from  check 
fraud  alone,  by  far 


nui- 


the  most  costly 
and  widespread  form  of 
document  fraud,  run  as 
high  as  $10  billion  annually, 
according  to  Barbara  E. 
Hurst,  president  of  Hurst 
Associates  Inc.,  a  bank  con- 
sulting firm  in  Brookhaven,  Pa. 

Increasingly,  check-fraud  rings  are 
targeting  corporate  business  accounts. 
Once  a  group  has  obtained  a  copy  of  a 
corporate  check— often  by  fishing 
through  dumpsters  for  discarded  checks 
or  by  stealing  them  from  mail  drops— 
the  check  is  scanned  into  a  computer, 
where  both  the  amount  and  the  payee 
can  be  altered.  Using  check  paper  and 
magnetic  ink  that  is  readily  available  in 
office-supply  and  computer  stores,  rings 


►  Currency 
i>  Bank  checks 

►  Traveler's  checks 

►  Money  orders 

►  Letters  of  credit 

►  Stock  and  bond 
certificates 


produce  a  nearly  undetectable  forgery. 
And  with  government  rules  requiring 
most  checks  to  clear  in  a  maximum  of 
five  days,  money  is  often  withdrawn  be- 
fore a  bank  or  corporation  realizes  pho- 
ny checks  have  been  cashed. 

The  high-tech  robbers  often  operate 
nationwide.  In  the  past  six  months,  the 
Secret  Service  has  arrested  30  people 
tied  to  a  Vietnamese  gang  in  Southern 
California.  All  have  been  indicted.  One 
government  investigator  says  the  group 
counterfeited  corporate  checks  on  laser 
printers  and  recruited  people  in  at  least 
five  states  to  cash  them— costing  one 
large  California  bank  $2  million  in  losses. 
COUNTERMEASURES.  Other  negotiable  in- 
struments, such  as  stock  and  bond  certif- 
icates, are  also  being  forged  with  grow- 
ing sophistication.  Law-enforcement 
officials  say  they  are  exploring  a  grow- 
ing number  of  cases  where  loans  were 
issued  based  on  phony  securities  used  to 
bolster  an  individual's  net  worth  or  as 
collateral. 

Some  doctored  instruments  may  not 
even  be  counterfeits  of  legitimate  se- 
curities. Over  the  past  several  months, 
according  to  Secret  Service  Special 
Agent  Gregory  J.  Regan,  several  people 
were  arrested  after  they  tried  to  use 
counterfeit  Japanese  bond  securities- 
instruments  the  Japanese  government 
has  said  never  existed— to  obtain  a  $900 
million  letter  of  credit  from  a  U.  S.  bank. 

Regan  wouldn't  inden- 
tify  the  bank  because 
the  investigation  is 
continuing. 

Banks   are  now 
stepping  up  devel- 
opment   of  high- 
tech counterattacks 
against  counterfeit- 
ers.    In  April, 
American  Express 
Co.  introduced  a 
redesign    of  its 
traveler's  checks,  which  will 
include  a  hologram  of  a 
globe  that  can't  be  picked 
up  by  a  photocopy.  And 
nearly  two  dozen  of  the  na- 
tion's largest  institutions 
have  signed  on  to  a  new 
system  called  CheckLink, 
which  tries  to  detect  fake 
checks  before  they  clear. 

"We  are  constantly  upgrading  our 
fraud  barriers,"  says  Lisa  Wilhelm  of 
Wells  Fargo  Bank,  whose  new  system  to 
detect  counterfeit  check  transactions  has 
resulted  in  six  arrests  since  March.  Yet 
she  frets  that  Wells  Fargo  and  other 
banks  will  always  be  a  step  behind  the 
crooks.  "Every  time  we  put  up  a  barri- 
er," she  concedes,  "they  find  another 
way  in." 

By  Amy  Barrett  in  Washington 
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Through  commitment, 
innovation  and  an  emphasis 
on  total  quality, 
Samsung  has  become  one 
of  the  world's  fastest 
growing  technology  resources. 
Samsung  is  not  only  on 
the  forefront  of  electronics, 
but  has  received  world- 
wide recognition  for  advances 
in  engineering  as  well. 
Below  are  just  a  few  examples 
of  how  Samsung  quality 
and  technology  are  working 
for  everyone. 

For  more,  write  P.O.  Box  260, 
Ridgefield  Park,  NJ 
07660.  Phone  800-SAMSUNG. 
Fax  201-229  6058. 


_cr>  r\/i  xx  i-c  i 


ELECTRONICS 

199-gram  cellular  phone 

High-definition  TV 

64M  DRAM  semiconductors 

Notebook  PC 

Home  service  robot 

ENGINEERING 

Offshore  oil  and  gas  platform 
Aerospace 

Dozers,  excavators  and  loaders 
Chemicals 

Double-hull  oil  tankers 


BY  GENE  G.  MARCIAL 

IS  TIME  WARNER 
DILLER'S  NEXT 
BATTLEFIELD? 


B 


race  yourself  for  a  new  round 
of  rambunctious  wheeling  and 
dealing  reminiscent  of  the  re- 
cent three-way  battle  for  Paramount 
Communications.  Viacom  Chairman 
Sumner  M.  Redstone  won  that  war, 
with  QVC  Chairman  and  CEO  Barry  Dill- 
er  the  sorry  loser.  But  these  days,  ru- 
mors on  the  Street  are  that  Diller  has 
been  accumulating  Time  Warner  Inc. 
shares  for  a  run  at  the  entertainment- 
and-publishing  giant— and  that  he'll  be 
better  organized  this  time. 

"The  word  is  that  Barry  will  soon 
file  a  13D  form  with  the  Securities  & 
Exchange  Commission  disclosing  a  5% 
or  more  stake  in  Time  Warner,"  says 
the  head  of  arbitrage  at  a  New  York 
investment  bank.  "Diller  has  come  to 
realize  that  buying  into  Time  Warner 
at  this  point  would  be  a  win-win  situa- 
tion—considering Seagram  has  already 
acquired  a  nearly  15%  stake."  This  arb 
is  convinced  that  Diller  will  align  his 
group  with  Seagram  President  Edgar 
Bronfman  Jr.  and  others  to  seek  at 
least  a  seat  on  Time  Warner's  board- 
to  start. 

The  group  Diller  galvanized  for  his 
failed  grab  for  Paramount  is  still  intact, 
says  the  research  director  at  one  Wall 
Street  house,  who  is  a  friend  of  Diller. 
He  believes  the  least  Diller  will  end  up 
with  in  this  new  quest  is  a  huge  profit 
on  his  Time  Warner  shares. 
out  OF  print?  Diller  believes,  accord- 
ing to  this  pro,  that  Time  Warner  will 
have  to  make  a  move  more  determined 
than  just  imposing  a  poison  pill  to  quell 
the  storm  that's  beginning  to  brew. 
Already,  some  insiders  at  Time  Warner 
have  for  the  first  time  suggested  spin- 
ning off  or  selling  the  publications  op- 
erations. Such  a  move  is  expected  to 
please  investors  and  boost  the  stock. 
"At  any  rate,  management  will  have 
to  make  a  decisive  move  to  enhance 
shareholder  value,"  says  one  big  Time 
Warner  investor.  To  Diller  and  Bronf- 
man, he  adds,  that  would  be  a  pleasant 
start  toward  their  ultimate  goal— to 
control  the  company.  Time  Warner 
spokesman  Ed  Adler  says:  "It's  not 
true"— that  it  will  sell  or  spin  off  the 
publishing  unit.  He  declined  to  com- 
ment on  the  Diller  rumors.  Diller  in 
the  past  has  denied  any  interest  in 


RUMORS  OF  WAR 
MAY  MEAN  A  RUNUP 
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Time  Warner.  A  QVC  spokesman  de- 
clined comment. 

The  stock,  trading  at  44  in  Decem- 
ber, had  dropped  as  low  as  35  by  mid- 
April,  partly  because  of  the  market's 
pullback.  But  since  then,  it  has  crept 
up  and  is  currently  at  38.  Analysts  say 
Time  Warner  would  be  worth  55  in  a 
takeover  war. 


DON'T  FORECLOSE 
ON  COUNTRYWIDE 


Just  about  a  year  ago,  Country- 
wide Credit  Industries  Inc.  ap- 
peared unbeatable.  The  stock  of 
the  huge  home-mortgage  lender  was 
flying  high,  climbing  fast  to  22  from 
the  low  teens  in  1992.  But  the  stock  is 
now  back  down  to  14.  Nervous  inves- 
tors have  been  bailing  out,  concerned 
that  rising  interest  rates  will  clobber 
the  company.  Not  everyone  agrees, 
however. 

"At  this  price,  an  investor  is  getting 
the  shares  at  a  tremendous  bargain," 
says  investment  manager  Seth  M. 
Glickenhaus.  First  of  all,  he  says,  the 
company's  other  business— loan  servic- 
ing—will emerge  stronger,  even  in  a 
rising-interest-rate  environment.  And 
Countrywide  is  an  enticing  takeover 
target,  says  Glickenhaus. 

Countrywide,  which  reaped  huge 
fees  and  income  from  the  jump  last 
year  in  home  mortgages  and  refinanc- 
ings, has  been  positioning  itself  to  gen- 
erate more  income  from  its  services. 
Last  year,  the  company  produced  $52 
billion  in  home  loans  and  an  $85  billion 
loan-servicing  portfolio.  The  rise  in 
interest  rates  has  beaten  down  the 


smaller  mortgage  banks,  resulting  in 
sudden  consolidation  in  the  industry 

Glickenhaus  says  he  "wouldn't 
surprised"  if  BankAmerica  makes  a  1 
for  Countrywide,  which  earned  $1.52 
share  in  1993  and  $1.94  in  the  ye 
that  ended  Feb.  28,  1994.  Glickenha 
says  Countrywide  fits  strategically 
BankAmerica's  growth  plans.  Bar 
America's  Peter  Magnani  declined  co 
ment  on  Countrywide  but  says 
are  always  looking  at  opportunities 

Analyst  Karel  Carnohan  of  C. 
Lawrence/Deutsche  Bank  Securit 
estimates  Countrywide  stock  could 
worth  50  to  "a  strategic  investor 
takeout  party"— based  on  the  com] 
ny's  existing  moneymaking  busim 
franchise  and  growth  opportunities. 


TUNING  IN  TO 
EVERGREEN  MEDIA 


Some  Wall  Street  biggies,  inch 
ing  the  aggressive  hedge-fu 
manager  Lee  Cooperman,  w; 
to  be  on  radio.  What's  doing  in  rad 
Some  of  the  best  values  and  potent 
winners  are  there,  explains  Dennis  L 
bowitz,  a  veteran  media  analyst  at  I 
naldson,  Lufkin  &  Jenrette  Securiti 
Cooperman's  Omega  Advisors  lati 
acquired  an  8%  stake  in  Evergre 
Media,  the  nation's  second-largest  p 
licly  traded  radio-broadcasting  com 
ny.  All  but  one  of  Evergreen's  11  s 
tions  are  in  the  top  10  Amerk 
markets. 

Evergreen  traded  as  high  as  22  1 
year.  But  when  the  stock  tumbled 
12,  Cooperman  increased  his  stake 
8%.  Leibowitz  thinks  Evergreen  '1 
mains  the  cheapest  among  the  rac 
station  owners,  and  we  rate  them  v( 
attractive."  Evergreen's  p-e  ratio  i 
while  a  group  of  10  rival  broadcast 
stocks  has  a  multiple  of  around  11 
Based  on  this  year's  estimal 
broadcast  cash  flow  and  the  locat 
of  its  properties,  Leibowitz  figu 
Evergreen  is  worth  30  a  share, 
sees  the  stock  hitting  22  this  year. 

The  stock's  fall  from  22  to  12  v 
due  to  management's  distraction  fr 
operations  last  year  when  it  was 
the  throes  of  financings,  acquisitic 
and  divestitures,  explains  media  a 
lyst  Ed  Atorino  at  Dillon  Read,  a  N 
York  investment  outfit.  Managemei 
renewed  focus  on  operations  and  p 
gramming  improvements  in  Chic 
and  Los  Angeles  should  enable  ca 
flow  growth  to  resume  this  year, 
adds,  and  build  long-term  value. 
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n|redibly  Internationa 


iltan  skyline 

isistent  service  quality  and  far-sighted  strategic 
king  are  the  foundations  of  Credit  Suisse's  inter- 
anal  success.  As  the  oldest  of  Switzerland's 
e  big  banks,  we  are  totally  committed  to  the  solid 
itional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston,  is 
one  of  the  world's  premier  financial  services  groups. 
We  operate  effectively  in  every  market,  offering 
expert  service  with  a  global  horizon. 


We  do  more  to  keep  you         at  the  top. 


CREDIT  SUISSE 
CS 


i  (Head  Office)  Abu  Dhabi  -  Atlanta  ■  Barcelona  ■  Beijing  ■  Berlin  ■  Bogota  -  Buenos  Aires  •  Cairo  ■  Caracas  •  Chicago  •  Dubai  ■  Frankfurt  -  Gibraltar  •  Guernsey  Hong  Kong  •  Houston  Johannesburg 
}n  ■  Los  Angeles  ■  Luxembourg  ■  Madrid  Manama  (Bahrain)  •  Melbourne  Mexico  City  Miami  Milan  ■  Monte  Carlo  Montevideo  Montreal  ■  Moscow  -  Munich  Nassau  (Bahamas)  •  New  York 
Nuremberg  ■  Osaka  •  Paris  ■  Rio  de  Janeiro  ■  Santiago  ■  San  Francisco  •  Sao  Paulo  ■  Seoul  •  Shanghai  •  Singapore  •  Stuttgart  ■  Taipei  Tehran  Tokyo  •  Toronto  Vancouver  ■  Vienna 


The  new  AS/400. 

Black  goes  with  everything. 


If  your  business  plan  includes  client/ server  computing, 
rest  assured  that  the  new  AS/400®  Advanced  Series  will 
coordinate  impeccably.  Everything  about  it  is  designed 
with  a  new  openness  and  interoperability,  to  thrive  in 
client/server  environments.  There's  open  client  access,  to 
serve  OS/2?  Windows;  DOS,  Macintosh  or  UNIX®  sys- 
tems with  equal  ease  and  security.  Powerful  features  that 
provide  open  database  access  and  protocol-independent 
networking  are  built  in.  There's  a  wide  choice  of  AS/400 
Advanced  Servers— high  performance  processors  fine- 
tuned  lor  client/server  duty.  And  thousands  of  AS/400 
client/server  applications  are  ready  today.  In  short,  the 
new  AS/400  is  so  easy  to  implement  and  manage,  it  rep- 
resents a  new  generation  til  client/server  computing:  a 
system  designed  to  stand  oui|  even  as  it  blends  in.  For 
additional  information,  call  I  80()  IBM -6676,  ext.  641. 

IBM,  kSMQO>and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 
Windows  is  a  trademark  ol  Microsoft  Corporation,  UNIX  is  a  raglsW.ed'trademark  of  UNIX  System 
Laborat'orJes.Jhe.  Macintosh  is  a  registered  trademark  of  Appl<*Gwr>puter,  Inc.  ©1994  IBM  Corp. 
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SONY  HAS  SOME  VERY  SCARY 
MONSTERS  IN  THE  WORKS 


It's  leaping  into  the  video  game  market,  and  rivals  should  worry 


Video  game  monsters  may  soon 
look  and  act  a  lot  more  menac- 
ing. Sony  Corp.  is  set  to  enter 
the  global  video  game  market  with  a 
new  machine,  dubbed  the  PlayStation, 
that  offers  a  startling  new  generation 
of  3-D  computer  graphics.  The  32-bit 
player  capitalizes  on  Sony's  knowhow 
in  compact-disk  technology  and  is  backed 
by  an  army  of  game  developers.  Even 
before  it  hits  the  Japanese  market  with 
the  PlayStation  around  the  Christmas 
holidays,  says  Baring  Sec 
Inc.  analyst  Joseph  > 
Osha,  "Sony  is  a  front-  ! 
runner  for  the  next  \ 
generation." 

Sony's  entry  comes  at  : 
a  turning  point  for  the 
$11.3  billion  game  indus- 
try. Until  now,  Sony  has 
had  no  leverage  over  in- 
dustry kingpins  Ninten- 
do and  Sega  Enterprises 
Ltd.  But  many  other 
gamemakers  are  now 
moving  into  compact-di 
formats,  Sony's  strength 
It  is  a  powerhouse  in  ev 
ery  step  of  the  CD  foo< 
chain,  from  optical  compo- 
nents to  CD  players  to 
recording  stars  such  as 
Mariah  Carey.  With 
PlayStation,  Sony  hopes  to 
repeat  the  formula.  "Game 
technology  has  risen  to  a 
we  have  something  unique  to  add,"  says 
Teruhisa  Tokunaka,  deputy  president  of 
Sony  Computer  Entertainment  Inc. 
disk  power.  Sony  isn't  the  first  to 
trumpet  dazzling  3-D  graphics.  Sega, 
Nintendo,  and  3DO  have  made  similar 
claims  for  upcoming  products.  But  Sony 
has  pushed  the  technology  the  furthest. 
In  one  interactive  demo,  a  player  can 
draw  a  dinosaur  out  of  its  lair,  walk  it 
through  3-D  space,  and  send  it  charging 
in  any  direction— teeth  gritting  and 
gnashing.  Sony  says  that  its  game  play- 
er will  process  images  faster  than  many 
high-end  workstations  yet  fit  into  a  con- 
sole that  industry  experts  expect  to  sell 
for  about  $300— less  than  half  the  price 


of  the  lower  tech  CD  players  already  out. 

Sony's  CD  prowess  helped  attract  164 
Japanese  game  companies  to  produce 
titles  for  the  PlayStation.  For  those  com- 
panies, disks  pose  fewer  risks  than  car- 
tridges and  mean  higher  margins.  Just 
to  get  a  title  on  the  store  shelf,  game 
companies  must  pay  Nintendo  and  Sega 
a  fortune  in  license  and  manufacturing 
fees.  CDs,  in  contrast,  cost  just  $3  to 
produce,  and  Sony  has  promised  to  keep 
the  license  fee  very  low. 


level  where 


WHAT  MAKES 
THE  PLAYSTATION  TICK 


Even  so,  games 
for  the  PlayStation 
will  be  pricey.  The 
CDs  will  cost  any- 
where from  $50  to 
$100,  vs.  $40  to 
$00  for  the  newest 
cartridge  games. 
But  low  production 
costs  mean  that  prices 
will  come  down  fast. 
"Came  companies  are  rush- 
ing to  Sony  because  they  have 
fantastic  command  of  CD  distribution," 
says  Kazumi  Kitaue,  general  manager 
of  video  game  pioneer  Konami  Co.  in 
Tokyo. 

Not  that  Sony  will  have  easy  going.  It 


•A  32-bit  processor  plus  20  custom 
graphic  and  sound  chips 


must  still  help  game  developers  expll 
the  PlayStation's  capabilities.  Neith 
Sony  nor  its  licensees  have  yet  produc 
a  finished  game.  When  they  do,  pli 
ers  may  be  baffled.  Sega  has  produ 
similar  3-D  effects  in  the  lab  but  qu 
tions  their  appeal  to  consumers.  "V 
the  ability  to  rotate  fighters  in  3-D  sp: 
make  the  game  more  fun?"  asks  Se 
designer  Toshiya  Inoue.  "Or  just  mak( 
more  difficult  to  play?" 
MORE  HEAT.  Sony  must  also  overcom 
late  start.  Sega  has  an  installed  base 
13  million  Genesis  machines  in  the  U 
alone.  True,  its  16-bit  technology 
growing  long  in  the  tooth.  But  as  ea 
as  this  fall,  Sega  could  launch  a  n 
32-bit  machine  called  Saturn,  which 
drawing  rave  reviews  from  softw 
makers.  In  late  1995,  Nintendo  hopes 
leapfrog  its  rivals  with  the  64-bit  "P 
ject  Reality,"  co-developed  with  S 
con  Graphics  Inc. 

Matsushita  Electric 
dustrial  Co.  is  also  tu 
ing  up  the  heat  with 
Panasonic  CD-based  ga 
player,    licensed  fr 
3DO.  After  a  slow  U 
launch  last  fall,  M 
sushita  shipped  100, 
units  to  Japanese  ret 
ers  in  March  and  A] 
In  the  U.  S.,  the  co: 
;  ny  boasts  100  softw 
I  titles  from  20  differ 
I  companies. 

Sony  says  that 
MayStation  will  de 
with  27  game  tit 
Some  50  more  ar 
evelopment.  The 
tial  sales  goal  in  Ja 
is  3  million  console: 
1996,  worth  at  le 
$90  million. 

Sony  has  given 
electronic  publish  1 
subsidiary  the 


"et 


•A  double-speed  CD-ROM  drive 

•An  army  of  Japanese 
software  designers 

•A  $300  price  tag 


DATA  BUSINESS  WEEK 


ahead  to  creat< 
1  new  video  game 
.  vision  to  mar 
the  PlayStat 
next  year  in 
U.S.  The  comp 
/  also  plans  to  bui] 
'  CD  stamping  plam 
'  Oregon.  With  that  \ 
of  commitment,  Sony 
expect  to  share  the  I 
market  for  next-generation  p 
ers  with  Sega  and  others.  Barrin 
huge  foul-up,  Sony  will  probably  w 
tall  among  the  video  warriors 

By  Neil  Gross  in  Tokyo  and  Rich 
Brandt  in  San  Francisco 
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MUNICATIONSWHB 

RELESS 
tRIERS 


uropeans  are  seizing  a  juicy  lead  in  mobile  technology 


.  it  Europe's  revenge.  For  years, 
e  Continent's  high-tech  giants— 
mpanies  such  as  Olivetti,  Groupe 
lilips  Electronics,  and  Siemens- 
— have  stumbled  and  stalled, 
ily  watching  Americans  and 
e  dominate  computers,  chips,  and 
3r  electronics.  But  a  turnabout 
I  place  in  wireless  telecommuni- 
In  the  past  two  years,  mobile 
lications  has  become  one  of  the 
nt's  hottest  growth  industries, 
a  result,  Europe  is  taking  the 
digital  wireless  technology.  "It's 

0  leave  the  U.  S.  in  the  dust," 
idrew  Sukawaty,  head  of  U  S 
c.'s  European  digital  service, 
lid  happen.  While  U.  S.  cellular- 
ompanies  are  slowly  upgrading 
tworks  to  digital  and  the  Feder- 
nunications  Commission  puts  off 
vave  auction  that  will  open  up 
cies  for  the  new,  low-cost  digital 

1  communications  systems  (PCS), 
is  going  full  steam  ahead.  The 


upshot:  Where  technolo- 
gy transfer  in  telecom- 
munications used  to  flow 
from  the  U.  S.  to  Eu- 
rope, says  Ian  A.  Craig, 
president  of  Northern 
Telecom  Europe,  in  cel- 
lular, "we're  finding  an 
exchange  in  the  opposite 
direction." 

ANALOG  JAM.  The  over- 
all U.  S.  cellular  market  is  still  nearly 
double  the  size  of  Europe's— 15  million 
subscribers  vs.  8  million.  But  Europe  is 
racing  ahead  with  second-generation  dig- 
ital systems,  largely  because  cellular- 
phone  companies  across  the  Continent 
in  the  mid-1980s  agreed  on  a  single  cel- 
lular standard,  called  Groupe  Speciale 
Mobile  (GSM).  In  the  U.S.,  cellular  oper- 
ators are  still  backing  differing  digital 
standards.  That's  stalling  the  switch  to 
digital,  a  move  that  will  relieve  chan- 
nel overcrowding  in  big  cities  and 
promises  a  stronger  signal,  eliminating 


breaks  in  voice  calls  and  glitches  in  data 
transmissions. 

Another  factor  slowing  digital  de- 
ployment in  the  U.  S.  is  the  scale  of  the 
analog  network.  It  will  cost  billions  to 
upgrade  that  huge  network  to  cellular, 
and  operators  will  have  to  keep  analog 
customers  happy,  too.  "With  our  em- 
bedded infrastructure,  we  have  to  make 
sure  we  come  up  with  new  systems  that 
are  compatible,"  says  Greg  Oslan,  mar- 
keting head  of  cellular  data  services  for 
Ameritech  Corp. 

With  a  relatively  underdeveloped 
first-generation  analog  system,  Europe 
can  leap  ahead  to  digital  more  quickly. 
Europe  now  boasts  1.8  million  digital 
cellular  subscribers,  compared  with  only 
100,000  in  the  U.  S.  And  average  annual 
growth  of  133%  could  boost  Europe's 
market  to  16.2  million  subscribers  by 
the  year  2000,  consulting  firm  Yankee 
Group  Europe  says  (chart).  Because  Eu- 
ropean operators  and  equipment  mak- 
ers focused  on  GSM,  "Europe  is  12  to  18 
months  ahead  of  the  U.  S.  in  [digital] 
product  availability,"  says  Gail  Kirby,  an 
analyst  with  Bis  Strategic  Decisions  Ltd. 
in  London. 

That  could  be  enough  to  give  GSM  a 
lead  around  the  world.  Nearly  a  decade 
after  the  GSM  standard  was  blessed  by 
Europe's  telephone  companies,  Europe 
has  a  digital  system  stretching  from  Italy 
to  Norway  and  from  Paris  to  Budapest. 
Today,  you  can  roam  with  a  GSM  phone 
across  systems  in  most  big  urban  areas. 

By  1996,  the  phone  com- 
panies promise,  seamless 
roving  across  less  popu- 
lated regions  will  be  pos- 
sible. Meanwhile,  more 
than  70  countries,  cover- 
ing a  combined  population 
of  nearly  one  billion  in 
Europe,  Asia,  and  the 
Middle  East,  have  adopt- 
ed GSM. 

That  is  creating  a 
windfall  for  European 
equipment  makers.  Swe- 
den's L.  M.  Ericsson  has 
emerged  as  the  world's 
leading  maker  of  cellular  transmission 
equipment.  Nokia,  based  in  Finland, 
just  signed  a  contract  for  a  GSM  net- 
work in  Beijing  that  will  provide  cov- 
erage for  most  of  the  city's  7  million 
inhabitants. 

U.  S.  manufacturers  are  betting  on  a 
global  GSM  market,  too.  "It's  clear  where 
you  are  going  to  invest  your  R&D  money 
today,"  says  Sukawaty,  who  is  managing 
director  of  Mercury  One-2-One,  a  British 
wireless  joint  venture  between  U  S 
West  and  Cable  &  Wireless  PLC.  And, 
even  though  there's  no  demand  for  such 
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products  in  its  home  market,  Motorola 
Corp.  is  a  leading  supplier  of  GSM 
handsets. 

Digital  cellular  isn't  the  only  place 
where  Europeans  are  pulling  ahead. 
Mercury  (  )ne-2-0ne  launched  the  world's 
first  personal  communications  service  in 
Britain  last  September.  PCS  is  a  hot  new 
technology  that  uses  low-powered  cells 
and  inexpensive  phones  that  can  dou- 
ble as  cordless  home  models.  One-2-One's 
service  has  undercut  GSM  calling  costs 
by  as  much  as  50%. 

free-for-all.  A  second  PCS  system, 
called  Orange,  backed  by  Hong  Kong's 
Hutchison  Whampoa  Ltd.,  started  in 
Britain  in  April.  A  German  consortium 
called  E-Plus  Mobilfunk,  including 
Thyssen,  Veba,  BellSouth,  and  Vodafone, 
will  begin  service  in  Berlin,  Leipzig,  and 
Halle  on  May  27,  with  a  $4.8  billion  sys- 
tem expected  to  be  completed  in  1997. 
The  consortium  says  it  will  be  the 
largest  PCS  network  in  the  world;  it  ex- 
pects 3.3  million  customers  by  2000. 

Back  in  the  U.  S.,  more  than  100  com- 
panies are  waiting  to  bid  in  the  FCC's 
spectrum  auction  for  licenses  to  develop 
PCS  services.  The  first  auctions  may  not 
be  held  until  late  this  year,  though,  and 
industry  insiders  don't  expect  wide- 


spread PCS  deployment  in  the  U.  S.  for 
another  two  to  three  years. 

Europe's  fast  start  in  PCS  and  its  ex- 
plosive growth  in  digital  cellular  have  a 
lot  to  do  with  the  freewheeling  compe- 
tition in  wireless  markets.  In  Britain, 
the  third  and  fourth  national  GSM  cellular 
networks  started  up  in  the  past  nine' 
months.  Industry  leader  Cellnet,  60% 
owned  by  British  Telecommunications 
PLC,  gained  110,000  more  subscribers  in 


More  than  70  countries 
have  adopted  Europe's 
cellular  standard 


this  year's  first  quarter,  double  the  num- 
ber it  gained  in  the  same  period  of  1993. 

Competition  is  also  likely  to  accelerate 
growth  in  Italy,  already  a  hot  market. 
Last  month,  after  four  years  of  bidding 
and  negotiating,  the  government  award- 
ed a  second  license  to  a  consortium 
headed  by  Olivetti  that  includes  Bell  At- 
lantic, Pacific  Telesis  Group,  and  Man- 
nesmann.  It  was  worth  the  effort:  Sal- 
omon Brothers  Inc.  expects  the  license 


to  bring  in  $2.6  billion  in  revenues  o 
the  next  six  years.  Among  trendy  I 
ians,  a  cellular  phone  has  become  an 
sential  fashion  accessory. 
REGULATORY  ROLE  MODEL.  The  Eliropi 

cellular  industry,  deregulated  in  the  1 
1980s,  is  now  a  role  model  for  Eurof 
regulated  businesses.  The  Europ* 
Union  recommended  on  Apr.  27  that  ; 
remaining  exclusive  mobile  licenses 
eliminated  by  1998.  EU  Industry  C< 
missioner  Martin  Bangemann  also  i 
ommended  allowing  mobile  operators 
build  their  own  lines  to  connect  celh 
stations  with  land-based  telephone  r 
works,  avoiding  hefty  leasing  fees  ft 
state-owned  carriers.  Such  changes  n 
not  be  legislated  anytime  soon,  but  t 
signal  a  sea  change  in  attitudes  ami 
regulators. 

To  be  sure,  U.  S.  operators  and  s 
pliers  aren't  sidelined.  Equipment  m 
ers  are  now  following  in  the  steps 
the  Baby  Bells,  which  have  long  b 
active  in  European  cellular  mark 
through  a  series  of  partnerships, 
when  it  comes  to  digital  cellular, 
Yanks  now  find  themselves  in  the  n( 
position  of  looking  for  the  newest  t< 
nology  in  the  Old  World. 

By  Gail  Edmondson  in  Pt 
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251  pp.,  0-471-00836-2,  $22.95 
From  John  Wiley  &  Sons 


In  this  transformational  guide,  John  RehfelJ,  the  man  the  Wall  Street )ow 
called  "a  trailblazer  among  American  executives,"  shows  you  how  to  ... 

•  Utilize  kaizen  (the  quest  for  continuous  improvement) — one  of  the 
most  powerful  management  tools  you  will  ever  encounter — and 
adapt  it  to  Western  companies 

•  Use  aggressive  patience  to  move  the  decision  process  along 

•  Employ  strategic  silence  to  enhance  communication 

•  Make  the  "start-up  mode"  permanent  hy  refining  and  communicating 
your  organization's  mission  to  employees,  customers,  and  the 
community  continually,  creating  permanent  entrepreneurialism 

Alchemy  of  a  Leader  will  change  the  way  you  do  business. 
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today's  complex  economic 
vironment  of  rising  interest 
ies  and  political  uncertainty  in 
sny  parts  of  the  world... 
iking  intelligent  investment 
cisions  is  not  easy.  Nothing 
lis  a  company's  'story'  better 
an  their  annual  report.  The 
[lowing  companies  in  this 
tSififSS  WEEK  Annual  Report 
rectory  are  leaders  in  their 
spec  tive  industries.  Each  has  an 
citing  story  to  tell  potential 
festers. 

ISINESS  WEEK'S  reader  service 
rd  in  the  Directory  enables  you 
choose  which  annual  reports 
u  would  like  to  receive;  Simply 
tie  the  ^responding  numbers 
i  the  reply  card  and  mail  it 
ick.  You  will  receive  the  annual 
port  selected...  free  of  charge! 


Ag  Armeno 


□ 


Ag  ARMENO  Mines  &  Minerals 

Ag  Armeno  Mines  &  Minerals  Inc.  is  a  Canadian  Based  junior  mining  compa- 
ny. Awarded  as  Sogem's  1992  "Quality  Service  Supplier  of  the  Year"  for  the 
silver/lead/zinc/gold  concentrate  being  produced  at  the  San  Bartolome 
mine,  Ag  Armeno  is  constantly  looking  to  be  a  leader  in  the  mining  industry 
in  South  America.  With  solid  fundamentals  ond  several  additional  mineral 
deposits  under  exploration  and  /or  development,  Ag  Armeno  is  building  into 
an  evergrowing  junior  producer. 

NASDAQ: AROYF 


AMP  Incorporated 


13%  compound  annual  growth  rate  since  1956. 
12%  of  sales  spent  in  RD&E.  Record  $3.45  bil- 
lion sales,  $2.83  EPS  in  1993.  Good  growth 
expected  in  1 994.  Sales  were  up  all  but  4  of  52 
years  •  with  80%  of  sales  electronics-oriented 
and  60%  of  sales  products  applied  by  AMP  fools 
and  machines.  Broad  Diversification:  Leading  pro- 
ducer of  electrical/electronic  equipment  and  tens 
of  thousands  of  customers  who  install  the  equip- 
ment. Subsidiaries  in  35  countries.  Strong  world- 
wide capabilities.  (NYSE-AMP). 


Beckman  Instruments,  Inc. 


Beckman's  business  is  focused  on  the 
chemistry  of  life.  The  company  designs, 
manufactures,  sells  and  services  biologi- 
cal laboratory  systems.  A  market  leader, 
Beckman  helps  advance  scientific  discov- 
ery and  enhance  medical  care  in  every 
corner  of  the  globe. 


Canadian  National 


Provides  mil-based  transportation  and  distri- 
bution services  throughout  Canada  and  the 
USA.  As  CN  North  America,  operates  a 
seamless  rail  freight  service,  HaliFax  to 
Vancouver,  and  south  into  Chicago,  connect- 
ing to  other  rail  carriers.  Susidiaries  manage 
property  assets,  the  CN  Tower  in  Toronto, 
develop  oil  &  gas  holdings,  and  market  con- 
sulting and  technology  transfer  services 
worldwide. 


Canarc  Resource  Corp. 


Clearly  Canadian 


Canarc  Resource  Corp.  is  a  growth-oriented, 
international  gold  exploration  company 
with  more  than  20  gold  exploration  projects 
in  North,  Central  and  South  America.  Our 
corporate  goal  is  to  maximize  shareholder 
returns  through  extraordinary  asset  growth 
by  finding  and  developing  world  class  gold 
deposits. 


Cenf  ral  &  South  West  Corp. 


We  are 
reshaping 
Central  and 
SouthWest 
Corporation 
to  win. 


Central  and  South  West  Corporation  is  a  public 
utility  holding  company,  which  owns  four  elec- 
tric operating  subsidiaries  that  provide  electric 
service  to  more  than  four  million  people  in 
Texas,  Oklahoma,  Louisiana  and  Arkansas. 
Other  major  subsidiaries  include  an  intrastate 
natural  gas  transmission  company  and  a  non- 
utility  power  production  company.  CSW  has 
increased  its  common  stock  dividend  for  43  con- 
secutive years 
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Ceridian  is  an  information  services 
and  defense  electronics  company 
whose  objectives  are  to  1 )  improve 
operating  margins  and  profitability 
through  technology  investments  and 
greater  operating  efficiencies,  and 
2)  pursue  opportunities  for  growth, 
both  internally  and  through  strategic 
acquisitions.  Ceridian  has  $1.34  bil- 
lion in  net  operating  loss  carryfor- 
wards currently  available  to  offset  U.S.  earnings.  Ceridian's  1993 
annual  report  I  looks  at  three  trends  changing  its  businesses'  mar- 
kets-outsourcing, target  marketing  and  retrofitting — and  how  its 
employer  services,  media  research  and  defense  electronics  busi- 
nesses, respectively,  are  positioned  to  take  advantage  of  these 
opportunities. 


Clearly 
Canadian. 


Clearly  Canadian  Beverage  Corporation 
(NASDAQ:  CLCDF)  produces  ans  markets  a 
Clearly  Canadian™,  a  line  of  natural 
flavoured  sparkling  water  beverages.  The 
award-winning  products  consistently  capture 
a  majority  share  in  the  New  Age  Beverage 
segment.  Through  new  alliances  and  new 
product  introductions,  the  Company  contin- 
ues to  broaden  market  penetration  in 
domestic  and  international  markets. 


CSF  Holdings,  Inc. 


CSF  Holdings,  Inc.  (principal  subsidiary  is 
Citizens  Federal  Bank)  achieved  earnings 
for  1993  which  were  the  second  highest 
for  any  year  in  the  forty-two  year  history 
of  the  Company.  The  Company  achieved  a 
1 .05%  return  on  average  assets  and  a 
21.53%  return  on  average  stockholders' 
equity,  and  has  a  strong  capital  position. 


CSF 


HOLDINGS,  INC. 


Datapoint 


Founded  in  1 968  in  San  Antonio, 
Texas,  Datapoint  Corporation  is 
an  established  international 
leader  in  computer-based  com- 
munications, including:  integrat- 
ed call  center  management  and 
networked  videoconferencing 
and  information  processing. 

The  Company  traded  under  the  symbol  "DPT"  on  the  New 
York  Stock  Exchange,  has  headquarters  in  San  Antonio  and 
Paris,  France,  and  employs  1,500  people  worldwide. 
Datapoint's  broad  and  varied  customer  base  represents 
approximately  40,000  installed  systems  for  more  than  200 
types  of  business,  industrial,  and  government  organizations. 


Datapoint  markets  its  products  and  services  in  49  countries 


II 


CS  Holding  is  a  global  .financial  ser- 
vices group  dedicated  to  providing  its 
clients  with  greater  value.  Building  on 
the  strengths  of  our  group  companies, 
we  have  been  able  to  combine  our 
?     worldwide  capabilities  to  offer  our 
clients  a  single  source  for  all  their 
financial  transactions.  The  greater  value  we  provide  is  mani- 
I  in  our  collective  breadth  of  experience,  range  of  products  and 
es,  asset  base  and  global  scope.  Most  important,  it  is  demon- 
id  in  our  absolute  commitment  to  our  clients. 


I 
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port-MtMoRan  Inc.  <D 

Freeport-McMoRan,  a  natural  resource  leader,  has 
dramatically  increased  its  reserve  base.  The 
Company  is  one  of  the  world's  largest  and  lowest 
cost  producers  of  gold  and  copper.  Its  Grasberg  ore 
body  contains  the  largest  single  gold  reserve  and 
the  third  largest  open-pit  copper  reserve  of  any 
mine  in  the  world.  The  Company's  phosphate  fertil- 
izer joint-venture  is  the  world's  largest  integrated 
and  one  of  the  lowest  cost  producers  of  phosphate 
fertilizers.  (NYSE:FTX) 

>rsoll-Ram 

1  © 

Ingersoll-Rand  is  one  of  the  most  experienced 
and  trusted  suppliers  of  machinery,  equipment 
and  services  to  the  worldwide  manufacturing, 
assembly,  process,  construction  and  mining 
industries.  Ingersoll-Rand  and  its  subsidiaries, 
which  include  Torrington  bearings  and  Schlage 
locks,  and  its  joint  ventures,  which  include 
Dresser-Rand  and  Ingersoll-Dresser  Pumps,  par- 
ticipate in  virtually  every  industrial  activity  in 
the  world  where  our  products  add  value  to  our 
customers'  end  products  and  processes. 

Petrochemical  Company 


Lyondell  Petrochemical  Company  © 


One  of  the  largest  and  most 
efficient  petrochemical  pro- 
ducers and  refiners  in  the 
U.S.,  with  1 993  revenues  of 
$3.8  billion.  The  refinery 
venture  with  CITGO  completed  last  year  provides  for  a  major  refinery 
upgrade  and  alredy  has  begun  to  stabilize  refining  cash  flows. 
Lyondell's  low  cost  postion  in  petrochemicals  should  provide  for  a 
strong  earnings  improvement  as  business  conditions  improve.  Four- 
year  annualized  return  to  stockholders  has  been  11%,  with  a  $0.90 
per  share  annual  dividend.  (NYSEIYO) 


Methanex 


Methanex  is  the  world  leader  in  producing 
and  marketing  methanol.  Methanex  has 
eight  production  facilities  laocated  in 
Canada,  New  Zealand,  the  United  States 
and  Chile,  and  sources  additional  produc- 
tion from  the  United  States,  Europe  and 
Trinidad.  Methanex  is  well  positioned  to 
take  advantage  of  the  positive  outlook  for 
the  methanol  industry. 


Minnesota  Power 


Headguartered  in  Duluth,  Minnesota 
Power  (MP)  operates  utilites  and  related 
companies  in  six  states.  Its  electric  utility 
serves  northeastern  Minnesota.  Water  utili- 
ties serve  Florida  and  the  Carolinas. 
Related  businesses  include  coal  mining, 
paper  manufacturing  and  recycling.  MP 
reports  24  years  of  consecutive  dividend 
increases,  and  10-year  average  total 
shareholders  return  of  1 7%. 


Nordson 


CORPORATION 


Intel  is  the  world's  largest  semiconductor  manufac- 
turer and  principal  supplier  of  microprocessors  to 
the  "new  computer  industry"  -  an  industry  in  which 
many  key  products  are  all  built  around  the  PC 
architecture  standard. 

Intel  supports  the  computing  industry's  needs  for 
strategic  products  that  provide  performance,  mobil- 
ity, connectivity  and  personal  conferencing.  The 
company  does  this  through  investing  heavily  in 
internal  design,  manufacturing  and  development 
capabilities,  while  driving  the  evolution  of  new 
generations  of  high-performance  products. 


Nordson  Corporation  is  a  world  leader  in  sys- 
tems that  apply  adhesives,  sealants  and 
coatings  to  consumer  and  industrial  products 
during  manufacturing  operations.  Since 
1986,  sales  and  earnings  per  share  have 
grown  at  average  rates  of  1 5  percent  and 
18  percent,  respectively.  For  1993,  return 
on  shareholders'  equity  was  23  percent. 
Since  1986,  return  on  shareholders'  equity 
has  averaged  26  percent. 


Nine  West  is  a  leading  designer, 
developer  and  marketer  of  fash- 
ionable women's  footwear  dis- 
tributed to  more  than  2,000 
department,  specialty  and  inde- 
J       pendent  stores  and  through 
%  /\  I       306  of  its  own  retail  and  outlet 
W  W        stores.  The  Company's  national- 
ly recognized  brands  include 
Enzo  Angiolini,  Nine  West,  Nine  West  Spa,  Calico, 
9&Co.,  and  Westies.  In  1993  Nine  West's  revenues 
grew  19.6%,  gross  profit  increased  20.7%,  operating 
income  rose  1 9.2%  and  net  income  advanced  55.2%. 


Norfolk  Southern  Corporation 


Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  a 
Virginia-based  holding  company  that  owns 
all  the  common  stock  of  and  controls  a 
freight  railroad,  Norfolk  Southern  Railway 
Company,  and  a  motor  carrier,  North 
American  Van  Lines,  Inc.  The  corporation's 
1 993  net  income  exceeded  $594  million. 


Repap  is  an  integrated  North  American 
forest  products  company  with  assets  of 
Cdn  $3.4  billion.  Average  annual  rev- 
enue growth  has  exceeded  18%  over 
the  past  ten  years.  Repap  produces 
coated  paper,  northern  softwood  kraft 
pulp,  lumber  and  kraft  paper,  and  holds 
the  patents  to  the  revolutionary  and 
environmentally-friendly  ALCELL® 
pulping  technology. 


Roberts  Pharmaceuticals    .  O 

Roberts  Pharmaceuticals  (NASDAQ:  RPCX)  is 
fast  realizing  its  goal  of  becoming  a  major 
pharmaceutical  company  whose  diverse 
products  contribute  to  the  health  and  well- 
being  of  all  age  groups.  Roberts  has  success- 
fully combined  an  aggressive  product  devel- 
opment program  with  strategic  acquisitions, 
to  create  a  profitable  company  with  a  well- 
balanced  product  portfolio  concentrated  in 
six  major  therapeutic  categories. 

/  B 
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Solvay  Group 


Solvay  is  a  chemical  and  pharmaceutical 
Group  with  sales  of  USD  8  billion  world- 
wide. 

The  strategy  followed  by  Solvay  is  to  be  a 
world  leader  in  its  five  sectors- alkalis, 
peroxygens,  plastics,  processing  and 
health,  white  improving  the  quality  of  its 
products  through  continuous  and  cost- 
effective  innovation 


Precision  Standard  Inc. 


0± 


Southwestern  Bell  Corporation 


PRECISION  \  STANDARD  INC. 

Precision  Standard  is  a  diversified  company  engaged  in  the 
maintenance,  modification  and  cargo  conversion  of  aircraft  for 
military  and  commercial  customers,  the  provision  of  aircraft 
support  services,  the  design  and  manufacture  of  aircraft  cargo 
handling  systems,  the  manufacture  of  aerial  target  systems  and 
the  development  and  manufacture  of  rocket  launch  vehicles  and 
guidance  systems. 


Southwestern  Bell  Corporation  (NYSE:5BC) 
provides  telephone,  cellular,  cable  TV  and 
advertising  services  and  products  to  cus- 
tomers worldwide.  SBC  also  holds  an  inter- 
est in  Telmex,  the  Mexican  telephone  com- 
pany. Based  in  San  Antonio,  Texas,  SBC 
ranks  32nd  on  the  1993  Forbes  list  of  the 
largest  U.S.  companies. 
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ibol  Technologies 


United  American  Healthcare  Corporation  O 


Symbol  Technologies,  Inc.  (NYSErSBL)  is 
the  world  leader  in  bar  code-based  data 
transaction  systems.  The  restructuring  and 
consolidation  of  Symbol  in  1993  mirrors 
the  increasing  integration  of  the 
Company's  three  core  technologies  —  bar 
code  laser  scanning,  portable  computing 
and  wireless  data  communications  net- 
works. 


Telia  Group 


telia 


The  Telia  Group  offers  public  and 
private  networks  for  telephony, 
ommunications  and  mobile  telephony.  Together  with  PTT 
rlands  and  Swiss  PTT,  Telia  is  a  co-owner  of  Unisource.  In 
,  The  Telia  Group's  revenues  totalled  USD  4.5  billion, 
i  on  capital  employed  was  14.5%.  Telia  invested  a  total 
)  910  million. 


United  American  Healthcare  Corporation  pro- 
vides innovative  managed  care  services  to 
public  and  private  health  care  clients. 
Through  individual  case  management,  con- 
tinuing provider  and  utilization  review  and 
related  controls  the  corporation  provides  for 
delivery  of  all  aspects  of  quality  healthcare 


services. 


Vishay 


Vishay  (VSH)  is  a  leading  U.S.  and 
European  producer  of  a  wide  range  of  pas- 
sive electronic  components  including  resis- 
tors, capacitors,  sensors,  and  inductors.  The 
Company  has  approximately  14,200 
employees  and  53  manufacturing  facilities 
in  the  U.S.,  Mexico,  Europe,  Israel  and  the 
Far  East.  1993  Sales:  $856m,  +29%; 
1993  Net  Earnings:  $44m,  +45%. 


s  Corporation 


Telus  Corporation  is  a  Canadian  telecom- 
munications and  information  services  com- 
pany managing  assets  over  $3  billion. 
Revenues  in  1 993  were  $1 .26  billion  Cdn, 
up  6.3%.  Telus  subsidiaries  provide  fully 
digital  wired  and  wireless  telecommunica- 
tion services,  and  electronic  publishing. 
Joint  ventures  include  information  systems 
management  and  joint  telephony/cable  tv 
operations. 


las  Corporation 


A  leading  diversified  manufacturer  of  proprietary 
products  for  commercial,  industrial  and  con- 
sumer niche  markets,  recorded  Another  Record 
Year  in  1 993.  During  the  year,  TriMas  contin- 
ued the  successful  execution  of  its  proven  strate- 
gies for  growth  and  achieved  record  sales,  earn- 
ings and  cash  flow  and,  most  importantly, 
record  shareholder  returns. 

Send  for  our  Annual  Report  to  learn  why  we 
believe  1 994  will  be  Another  Record  Year. 
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Private  Airport 
Transportation  to 
and  from  the  Hotel 


Not  all  hotel  amenities 
are  found  in  a  marble 
ith.  At  least  not  in  The  Pinnacle  Suites  at 
le  RIHGA  Royal  Hotel. 

For  example,  we  offer  a  cellular  phone  and 
x  machine,  each  with  its  own  private  line, 
/hen  you're  away  from  your  suite,  calls 
irward  to  your  cellular  phone,  then  to  our 
Dtel  operator.  So  you  never  miss  a  message. 

To  let  your  associates  know  your  address, 
lone  and  fax  numbers,  we  also  provide 


^private  line,  cellular  phone 
nd  personal  fax.  A  slight 
uprovement  over  the  free 
hampoo  and  shoe  buffers. 


)u  with  personalized  business  cards.  And  for 
>ur  convenience,  check-in  and  check-out 
e  arranged  from  the  comfort  of  your  suite, 
hich  features  a  bedroom  and  living  room  separated  by 


mirrored  French  doors,  as  well  as  a  large 
marble  bath  with  separate  tub  and  shower. 
From  our  intimate 


piano  lounge  to  our  private 
health  club,  the  RIHGA  Royal  is  designed 
to  make  you  forget  you  are  staying  at 
a  hotel  at  all.  So  if  you  place  a  higher  value 
on  performance  than  on  pretense,  now 
you  have  a  hotel  to  call  your  own. 


RIHGA  ROYAL  HOTEL* 
NEW  YORK 


151    West    54th  Street,  New   York,  New   York   10019   Toll  Free:  800-937-5454 
(USA  fcr  Canada)  RIHGA-Royal  International  Hotel  Croup  Associates 
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GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


CALL  1-800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


AN     FRANCISCO    AIDS     FOUNDATION     1993       PHOTOGRAPHED     BY     ANNIE  LEIBOVITZ 


MICHAEL  30  years  old.  Captain,  U  S 
Air  Force  and  Veteran  of  the  Gulf  War. 
Michael  learned  Fie  was  HIV  positive 
two  year  s  ago 

CAROL  30  years  old.  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
for  several  years  she  was  diagnosed  with 
AIDS  two  years  ago  Carol  and  Michael 
plan  to  renew  their  wedding  vows  on 
their  10th  Anniversary 


Lpability:  executive  programs 


speakers  include: 


The  1994  Business  Week  Symposium  of  Chief  Executives 
and  Business  Week's  65th  Anniversary  Celebration 

The  Spirit  of  Enterprise:  Reviving  Entrepreneurship  in  Large  Corporations 

Date:  September  26 -27,  1994 

Place:  The  Willard  Hotel,  Washington,  D.C. 


Colin  Powell     John  F.  Welch 

in,  U.S.  Johit     Chairman  and  Chief 
Executive  Officer, 
General  Electric 


'Staff 
993) 


ml  speakers  include: 
:e  A.  Bossidy 

an  and  CEO,  AlliedSignal  Inc. 

.  Woolard,  Jr. 

an  and  CEO,  DuPont 

ite  Sponsors: 
NSTITUTF.  Inc. 

etrix,  Inc. 
YS 

iton  Executive 

ATI  ON 


cutivE 

)G  RAMS 


The  future  of  American 
BUSINESS  is  taking  shape.  To  win, 
American  firms  need  to  adopt  an  entre- 
preneurial spirit  today  in  order  to  com- 
pete successfully  tomorrow.  But,  how 
can  corporate  giants  be  encouraged  to 
become  more  innovative,  faster  and  more 
enterprising?  What  are  the  issues?  Who 
is  winning?  And  where  are  the  rewards? 

At  this  critical  time,  Business  Week  is 
pleased  to  provide  American  Chief 
Executives  and  corporate  sponsors  the 


opportunity  to  meet  and  discuss  their 
strategies  for  success. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012 

Business  Week  Executive  Programs. 
A  company  capability. 


'994  McGraw-Hill.  Inc. 


Beyond  news.  Intelligence. 
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Software 


GAUGING  HOW  GOLDEN 
YOUR  GOLDEN  YEARS  WILL  BE 


Americans  dream 
of  spending  their 
retirement  in 
the  Florida  sun  or  ex- 
ploring foreign  lands. 
But  many  workers 
aren't  putting  aside 
enough  to  live  comfort- 
ably in  their  golden 
years.  Joint  research  by 
two  economists,  Law- 
rence Kotlikoff  of  Bos- 
ton University  and  Alan 
Auerbach  of  the  Univer- 
sity of  Pennsylvania, 
shows  most  baby  boom- 
ers are  doomed  to  a  re- 
tirement living  standard 
vastly  inferior  to  their 
parents'.  The  economists 
figure  most  boomers 
would  need  to  double  or 
triple  their  savings  rate 
to  achieve  the  retire- 
ment lifestyle  of  their 
parents,  who  have  en- 
joyed generous  govern- 
ment benefits,  pensions, 
and  a  sharp  runup  in 
the  value  of  their  assets 
during  the  1980s. 

With  employers  shift- 
ing from  defined  pension 
to  401(k)  plans,  the  onus 
falls  on  workers  to  man- 
age their  retirement. 
Fortunately,  many  boom- 
ers have  time  to  prepare.  And 
there's  a  raft  of  software  pro- 
grams available  that  can  help 
take  the  guesswork  out  of 
planning.  The  biggest  benefit 
of  using  software:  It  lets  you 
set  up  countless  "what  if?"  sce- 
narios to  determine  the  effect 
of  changes  in  how  much  you 
save  and  earn,  as  well  as 
when  you  retire. 
wide  swings.  Most  of  the 
programs  are  available  direct- 
ly from  the  developers, 
though  some  are  showing  up 
in  stores.  A  third  avenue  may 
be  worth  exploring:  your  em- 
ployer. Several  top  benefit 


consultants,  including  Wyatt 
and  Hewitt  Associates,  have 
developed  customized  pro- 
grams for  clients.  These  com- 
panies provide  the  software 
to  employees  either  on  dis- 
kette or  the  office  computer 
system.  What  makes  the  pro- 
grams special  is  they  enable 
workers  to  calculate  the  value 
of  accrued  pension  benefits. 

Of  course,  no  software  pro- 
gram is  a  substitute  for  con- 
sulting a  qualified  financial 
planner.  And  no  software  can 
calculate  with  certainty  where 
you'll  stand  at  age  65,  particu- 
larity if  retirement  looms  far 


off.  That's  because  the  slight- 
est change  in  the  underlying 
assumptions  for  future  infla- 
tion, tax  brackets,  or  income 
gains  can  cause  dramatic 
swings  in  the  calculations. 

Of  all  the  software,  the 
most  powerful  may  be  Rich 
&  Retired.  Users  can  con- 
struct a  line-item  budget  for 
27  categories— such  as  medical 
costs  and  insurance— for  track- 
ing expenses  and  cash  flow. 
That  makes  R&R  ideal  for  cou- 
ples nearing— or  in— retire- 
ment. The  software  can  also 
be  integrated  to  accept  data 
from  the  two  big  personal- 


budgeting  progr 
Quicken  and  Mana, 
Your  Money,  but 
process  is  trickier 
the  manual  lets  on. 

TEST-DRIVE.  R&R  has 

er  drawbacks,  nar 
that  it  never  lays 
year-by-year  projec 
in  a  grid  format 
stead,  the  data  "fla 
year-by-year  for  th 
riod  you  determine 
its  credit,  R&R  is  or 
the  few  programs 
lets  you  test-driv 
first:  Its  creator, 
Tech  Software,  pro\ 
a  free  demo  versior 
A  close  contend 
Price  Waterhouse's 
Retirement  Plan 
System.  It  comes 
$19  "lite"  version 
through  catalogs 
stores  and  a  full  $45 
gram  available 
Price  Waterhouse.  \ 
some  programs  si 
project  your  net  v 
forward  to  retire; 
day— and  then  droj 
cold— Price  Water! 
provides  detailed  ca 
tions  of  how  far 
savings  and  income 
stretch  after  you'v 
tired.  While  other  prog 
assume  your  income  an 
penses  will  be  stable  d 
retirement,  with  Price  M 
house  you  can  adjust 
numbers  as  you  become 
active  in  later  years. 

Retire  ASAP,  by  Ca 
Software,  includes  seven 
tures  missing  elsew 
Gayle  Buff,  a  financial 
ner  in  Watertown,  IV 
likes  Retire  ASAP  becai 
such  options  as  the  abil 
enter  separate  retire 
ages  for  husband  and 
The  program  sports  a  i 
asset-allocation  feature 
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risk  and  helps  de- 
yhether  you're  in  the 
3stments. 

ement  doesn't  beckon 
years,  the  best  pro- 
y  be  Wealthbuilder, 
rpose  financial-plan- 
ram  produced  by  Re- 
inologies.  It  accounts 
™-term  major  expens- 
is  college  tuition.  For 
$10  a  month,  it  lets 
ite  stock  prices  by 
ito  the  portfolio-man- 
on  while  recalculating 
•ement  projections  to 
>r  the  new  data.  And 
istinguish  the  income 
•ement  benefits  ac- 
each  spouse.  That's 
:  for  two-career  cou- 
want  to  see  the  im- 
ie  spouse  quits  work 
il  years  to  stay  home 
Iren. 

IV.  If  you  wunt  just  a 
of  your  retirement 
onsider  Fidelity,  Van- 
ir  T.  Rowe  Price, 
utual-fund  families 
simple,  low-cost  pro- 
or   $15   each.  The 
ach  includes  a  soft- 
for  its  funds.  These 
weren't  designed  so 


RETIREMENT-PLANNING  SOFTWARE 


FIDELITY  RETIREMENT  PLANNER  $15  800  457-1768 

More  an  educational  toot — teaching  the  value  of  saving 
early — than  a  budgeting  and  asset-management  program. 

PRICE  WATERHOUSE  RETIREMENT  PLANNING  $45    800  752-6234 
Allows  you  to  alter  savings  and  income  rates  during  working 
years  and  retirement.  Also  offers  a  $1 9  "lite"  version. 

RETIRE  ASAP  $99  800  225-8246 

The  only  program  that  permits  calculations  for  situations 
where  partner  isn't  a  spouse.  Atari  version  available. 

RICH  &  RETIRED  $60  800  556-7526 

Most  comprehensive  program;  line-item-budgeting  feature  al- 
lows user  to  see  where  to  cut  expenses. 

T.  ROWE  PRICE  RETIREMENT  PLANNING  KIT  $  1 5  800  541-1 472 
Shows  benefits  of  periodic  withdrawal  vs.  one-time  withdraw- 
al. Beware  sales  pitch:  Recommends  T.  Rowe  Price  funds. 

VANGUARD  RETIREMENT  PLANNER  $  1 7.50  800  876- 1 840 
Strong  graphics  make  it  easy  to  use.  Uses  sliding  thermometer 
bar  to  snow  effect  of  changing  variables  on  income. 

WEALTHBUILDER  $70  800  346-2024 

Financial  planning  program,  with  strong  portfolio  manage- 
ment capabilities.  Access  to  on-line  data. 

DATA  BUSINESSWEEK 


much  to  help  with  budgeting 
or  portfolio  management  as 
to  stress— in  cold  numbers 
and  graphs— the  importance 
of  planning  early. 

Of  the  three,  Buff  says  she 


prefers  the  Vanguard  pro- 
gram because  of  its  generous 
use  of  graphics,  including  a 
nifty  thermometer  that  shows 
how  inflation  can  affect  your 
retirement  income.  Vanguard 


also  calculates  the  yearly  dis- 
tribution from  retirement 
plans,  while  Fidelity  and  T. 
Rowe  Price  don't.  For  its 
part,  T.  Rowe  Price  has  a  nice 
feature  showing  the  benefits 
of  making  periodic  vs.  lump- 
sum withdrawals.  But  it  can 
handle  only  a  single  rate  of 
return  for  all  your  invest- 
ments and  doesn't  provide 
year-by-year  breakouts. 

Users  of  Quicken  and  Man- 
aging Your  Money  may  not 
be  aware  that  these  programs 
include  retirement  planning. 
Quicken,  however,  can't  con- 
sider both  tax-deferred  and 
taxable  accounts  together,  nor 
can  it  estimate  Social  Security 
benefits.  Managing  Your  Mon- 
ey looks  good  by  compari- 
son—with a  worksheet  for  an- 
alyzing everything  from 
tax-deferred  to  taxable  invest- 
ments. On  the  downside,  it 
doesn't  make  adjustments  for 
early  retirement.  Still,  these 
programs  can  provide  a  valu- 
able service.  And  when  it 
comes  to  preparing  for  the 
golden  years,  you  can't  have 
too  much  information— and 
you  can't  start  planning  too 
soon.  Dean  Foust 


jars,  retirement  ad- 
s  have  been  trying 
articipants  in  401(k) 

diversify  into  equi- 
1  bonds  instead  of 

the  fail-safe  "stable- 
'count,"  made  up  of 
3ed  investment  con- 
JlCs)  from  insurance 
es  and  banks.  Yet 
all  assets  in  401(k) 
e  in  these  conserva- 
rings. 

iare  we  say  it?— GlCs 
ing  pretty  attractive. 
3  yielding  6%  to  7%- 
e  when  rising  inter - 
:s  are  driving  stock 
1  prices  down.  So  far 
ir,  GlCs  are  outper- 
both  the  Standard  & 
>00-stock  index  and 
Tian  Brothers  Aggre- 
)nd  Index,  both  of 
ive  negative  total  re- 
nd in  a  period  of  ris- 
s,  newly  issued  GICs 
d  more. 

lence  in  these  invest- 
ras  shattered  in  1991 


Smart  Money 

A  SECOND  LOOK 
AT  A  SAFE  HARBOR 


with  the  failure  of  a  few 
large  insurance  companies. 
While  company  pension  plans 
with  those  GlCs  were  even- 
tually able  to  recover  most 
of  their  assets,  the  crisis 
prompted  plan  sponsors  to 
improve  GIC  accounts  by  di- 


versifying. Now,  you  can  be 
fairly  certain  that  your  re- 
tirement dollars  are  safe.  The 
best  plans  offer  a  pool  of  GlCs 
from  high-quality  issuers. 
However,  GlCs  are  still  not 
really  guaranteed  by  any- 
thing more  than  the  promise 
of  the  institution  that  issued 
the  contract.  So  if  your  plan 
is  one  of  those  dinosaurs  that 
is  still  putting  all  the  money 
into  just  one  GIC,  make  sure 
the  issuer  is  financially 
sound. 

shriveled  egg?  In  general, 
GlCs  are  best  for  people  near- 
ing  retirement  who  will  need 
the  funds  soon,  or  investors 
who  can't  stomach  seeing  the 
value  of  their  nest  egg  tied 
to  potentially  volatile  mar- 


kets. GlCs  have  underper- 
formed  equities  over  time, 
but  they  have  nearly  kept 
pace  with  corporate  and  gov- 
ernment-bond accounts  and 
far  surpassed  money-market 
funds.  Inflation  eats  away  at 
the  real  dollar  value  of  any 
fixed-income  investment.  So 
even  though  your  GIC  earn- 
ings are  steady,  if  you  keep 
all  your  money  in  a  stable- 
value  account,  your  nest  egg 
may  not  go  as  far  as  you 
planned  when  it  comes  time 
to  start  spending  it. 

That  doesn't  mean  GlCs 
don't  have  their  place  for 
long-term  investors.  The 
beauty  of  retirement  plans  is 
that  you  can  shift  the  funds 
among  asset  classes  without 
incurring  any  capital  gains. 
So  if  the  current  turmoil  in 
equity  markets  has  you  feel- 
ing queasy,  consider  tempo- 
rarily transferring  some  of 
your  401(k)  money  into  the 
GIC  option  until  things  calm 
down.  Amey  Stone 
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D  DAY  PLUS  50: 
A  BIGGER 
INVASION 


President  Clinton  and 
Queen  Elizabeth  are 
going.  So  are  an  ex- 
pected (i  million  other  visitors 
this  summer,  as  the  French 
province  of  Normandy  com- 
memorates the  5()th  anniver- 
sary of  D-day,  the  Allied  land- 
ing in  World  War  II.  With  its 
lush  pastures  and  half-tim- 
bered cottages,  Normandy  has 
always  been  a  pleasant  vaca- 
tion spot.  Hut  now,  history 
buffs  have  a  special  reason  to 
visit:  France's  biggest  bash 
since  the  1989  bicentennial  of 
the  French  Revolution. 

But  don't  try  to  visit  at  the 
same  time  as  Clinton  and  the 
Queen  on  June  6.  Hotels  are 
jammed,  leaving  many  vete- 
rans struggling  to  find  rooms. 
And  thousands  of  VIPs  will 
make  it  tough  to  get  near  the 
landing  beaches  and  other  at- 
tractions. Pick  another  week, 
and  book  well  in  advance.  The 
French  government's  tourist 
hot  line  can  help  (900  990- 
0040;  50C  a  minute). 
HISTORIC  THREADS.  The  medie- 
val town  of  Bayeux— miracu- 
lously spared  in  the  Allied 
bombing— is  a  good  base  for 
exploring.  While  there,  go  see 
the  Bayeux  tapestry,  an  11th 
century  embroidery  celebrat- 
ing another  Channel  crossing, 
the  Norman  Conquest  of  En- 
gland. Bayeux  hotels  include 
the  inexpensive  Reine  Ma- 
thilde  ($50  for  a  double  room; 
011  33  3192-0813)  and  the 
classy  Lion  d'Or  ($82;  011  33 
3192-0690).  Outside  town  is  Le 
Chateau,  a  medieval  edifice 
converted  into  a  bed-and- 
breakfast  ($49;  011  33  3122- 
0859)  that  housed  correspon- 
dent Ernie  Pyle  when  he 
covered  D-day  with  a  "some- 
where in  France"  dateline. 
These  hotels  have  space  from 
late  June  on,  but  book  soon. 
Or  stay  at  a  Norman  farm. 
Phone  Gites  de  France,  011 
331  4970-7575. 


IN  MEMORIAM:  9,386  ARE  BURIED  IN  THE  AMERICAN  CEMETERY  AT  COUEVILLE-5UR-MI 


You'll  need  a  car  to  visit 
the  dozen  D-day  sites  strung 
along  the  craggy  coast.  Mich- 
elin  has  reprinted  its  1947 
map  of  the  beaches  and  ce- 
meteries. Roads  signs  will  also 
guide  you  through  a  circuit 
(lit  debarquetncnt.  For  $60  per 
person,  you  can  take  a  five- 
hour  tour  in  a  1944  Jeep, 
bumping  along  beside  cliffs 
and  beaches  (Caen  Tourist  Bu- 
reau, 011  33  3186-2765). 

Start  a  motoring  tour  at 


THE  LIBERATION  IN  GLASS 
AT  SAINTE-MERE-EGLISE 


Sainte-Mere-Eglise,  France's 
first  liberated  village,  where 
13,000  Americans  parachuted 
on  the  night  of  June  5.  ( me 
got  tangled  up  on  the  church 
steeple  and  played  dead  for 
two  hours  before  being  tak- 
en prisoner.  His  effigy  now 


hangs  on  the  spire,  while 
stained-glass  windows  depict 
D-day.  Nearby  is  Utah  Beach, 
a  four-mile  stretch  where  sol- 
diers stormed  ashore. 

War  is  still  eerily  present. 
Keep  an  eye  out  for  German 
blockhouses  that  dot  the  gray, 
drizzly  coastal  roads.  Bomb 
craters  are  visible  at  La 
Pointe  du  Hoc,  where  81  U.  S. 
Rangers  died  assaulting  a 
German  stronghold.  Toward 
Arromanches-les-Bains  to  the 
east,  you'll  see  fragments  of 
the  giant  movable  harbors 
still  floating  in  the  sea.  And 
everywhere  are  graveyards: 
Visit  the  poignant  U.  S.  ceme- 
tery at  Colleville-sur-Mer, 
with  its  9,386  white-marble 
tombstones.  Also  don't  miss 
the  cemetery  at  La  Cambe, 
where  21,160  Germans  are 
buried. 

FIREWORKS.  Farther  east,  out- 
side the  bland,  rebuilt  city  of 
Caen,  the  Caen  Memorial  is 
worth  a  visit.  You'll  feel  as  if 
you're  in  the  midst  of  the  in- 
vasion as  you  watch  split- 
screen  films  of  Allied  troops 
landing  while  Germans  fight 
back. 

Normandy  is  organizing 
special  events  throughout  the 
summer.  A  "freedom  armada" 
of  the  world's  largest  masted 
ships  together  with  modern 
warships  will  sail  down  the 
Seine  from  Rouen  to  the  sea 
between  July  10  and  17. 
Rouen  will  also  exhibit  Mo- 
net's famous  paintings  of  its 
Gothic  cathedral  from  June  23 


to  Nov.  14.  A  marathon 
the  beaches  to  the  Caen 
morial  is  planned  for  Jui 
Caen  will  fete  its  liber; 
with  fireworks  and  dancii 
1940s  music  on  July  9.  II 
need  advice  once  you'i 
France,  call  a  toll-free 
glish  hot  line:  05-201-202 
Brace  for  crowds.  B 
yet,  visit  Normandy  in 
September,  when  the 
will  be  emptier  and  th 
pie  orchards  ripe  with 
Normandy's  apples  pr 
Calvados,  the  brandy 
quaff  at  midmeal  to 
their  palates  of  the 
cream-based  cuisine.  So 
glass  to  the  Allied  troop 
freed  this  cloudy  coast  a 
century  ago.      Fat  ah  A 


Worth  Noting 


■  HUNGER  PROJECT, 

time  you're  in  Clevelan 
get  a  hankering  for  ine 
sive  Japanese  food 
know  where  to  go  with  i 
ica's  Best  Meal  Deals, 
from  restaurant-guide  pi 
er  Zagat.  The  $12.95  p 
back  features  dollar-wis 
eries  in  31  cities. 

■  NEED  A  LAWYER? 
you  head  for  the  phone 
suit  The  Layman's  Law 
Series  from  Career  Pres 
$8.95  books  give  advice 
adoption,  divorce,  con.' 
rights,  patents,  enq 
rights,  estate  planning, 
snags,  and  immigration 
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PERSONA! 


EUJtax  County  nas  more 
xdlege  graduates  than: 


a  Atlanta 

b.  Boston 

e.  San  Francisco 

d  Denver 

e.  Minneapolis 

f  Seattle 

g.  All  of  the  above 


ou  answered  "g,"  you're 
f  astute  yourself. 
1're  also  keenly  aware  that 
xeed  in  the  21st  century, 
e  going  to  need  the  most 
igent  employees  you 
nd.  Nowhere  in  America 
ou  find  more  of  them  than 
irfax  County,  Virginia, 
our  800,000  residents, 
i  than  20,000  are  doctoral 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
continue  to  upgrade  their  skills 
with  technical,  occupational  or 
post-graduate  study. 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  information,  just  clip 

the  coupon  or  call. 

i  1 

Please  send  mt-  more  information  on  locating  my 
business  in  Fairfax  County. 

Name  

Title  


Company 

Address  

City 

Zip  


,S7<//< 


Plume 


hatrfar  (  intnty  Economic  Development  luthoritv 
XiOO  Boone  Boulevard,  Suite  450,  I  ienna,  I  irginia  221X2  ] 
Telephone  703-790-0600,  fax  703-893-1269  « 
I  I 


irfax  County,  Virginia.  The  21st  Century  Is  Here. 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (31 2)  337-5633  OR  WRITE: 


BUSINESS 


Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


Call  for  SEMINAR 
locations  and 
dates 


Steel  Framed 
Homes 


DISTRIBUTORS  WANTED 


♦  Low,  Refundable  Investment  ♦  100  Models  &  Customs 

♦  Extra  Protection  from  High  Winds,  Fire,  Termites  &  Earthquakes 

♦  Fast,  Simple  Bolt-together  Construction  ♦  Complete  Support 

♦  Energy  Efficient  9"  (R-30)  Insulation  ♦  Construction  Training 

Call to  Order  •—  ■  ■     i  CALL  T0LL  FREE  WDAr 

S9.9*  VIDEO  or 
FREE  I nlo  Packet 


fffiTri-Steel 

I  I  *  Structures.  Inc. 


1-800-TRI-STEEL 

(817)  497-7070  Fax  (817)  497-7497 


Denlon,  TX  76205 


Corporate  Gifts 


Pa 


^Baitljer  Specialties 

Custom  Leather  Accessories  for  Golf, 
Fund-Raisers  and  Corporate  Outings 


,  Call  for  Brochure:  1-800-476-7654 
k         Fax  610-668-9545  J 


Presentation  Equipment 


LASER  POINTER 

STAR  LITE  u  +  t 


89^m  s129 

BLACKA  v5rllT/E    24K  GOLD 

f  plus  shipping  &  handling 


• •  1  Year  Limited  Warranty 
•  Range  up  to  100  yds. 
•  WE  include  2  AAA  Batteries 

P.O.  BOX  2712  Tn|.  rnrr 

San  Ramon,  CA  94583  1  utL  rncc 

Fax  510-838-3172  800-291-5511 


Contact  Lenses 


Save  up  to  75% 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
fees.  100%  guaranteed. 

BAUSCH  &  LOMB    jjj]  V?S>On 

FREE  BROCHURE 

■  ■■■■■■■  407-998-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  It. 
Excellent  variety,  styling 
and  quality.  Send  for 
FREE  CATALOG  , 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES.  INC 

Dept.  55  E  Hingham,  MA  02043 


Office  Supplies/Equipment 


America's  Lowest  Priced  WHmJ^SALg 
Office  Supplies  Direct  to  You  ' 


unil  toll 


Black  Micro 
120  Rolling 
Ball  Pen 
#60151 


S570 


DZ 


#1  Paper  Clip 

78C 


Bx/1000 


Verbatim 


15"  Double  Sided 
High  Density  Disk 

#86269 
$719 


BX/10 


#810  Scotch™ 
Magic™  Tape  Deal 
•Buy  5  rolls  #810  3/4"  « 
1296  '  and  receive  I  mil  Iree 


#  70516 


$654 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it.,  or  5%  back  on  your  purchase!  Call  for  details 

-,»-ta- ■*  1-800-962-9162 


Investment  Opportunities 


Triumph  Capital 

We  are  an  investment  firm  that  provides  capital  to  established 
and  profitable  privately-held  companies. 
Our  role  is  that  of  investor  and  equity  partner  with  managemen 

in  company  acquisitions  and  expansion  financings. 
With  approximately  $150  million  currently  under  management 

we  have  substantial  capital  available  for  investment. 
We  welcome  investment  proposals  from  anyone  who  is  pursuing 
or  attempting  to  arrange  an  acquisition  or  financing  of  a  compari 

Please  contact  us  at: 


Triumph  Capita) 
237  Park  Avenue 
21st  Floor,  Dept.  1 
New  York,  NY  10017 


Michael  E.  Nugent 


Melanie  A,  Ok»k 


Investment  Opportunities 


Your  Complete  Source 
of  Information  on 

Vietnam 


Vietnam  Business  Journal 

Investor's  Newsletter  Written  by 
Vietnam  Business  Experts 

Vietnam  Yellow  Pages 

500  Pages  of  Company  Listings 
Arranged  by  Industry 
212/725-1717  •  Fax  212/545-7353 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-Sell-Tnda 

LaserJet  CoiorPro 
DeskJet  Draft  Pro 

RuggedWrtter  DranVMasler 
Electrostatic  Plotters  DesignJet 
HP  9000  Workslalions  and  Vectras  also  available 
Ted  Dasher  &  Associates 

4t  17  Second  Ave „  S.  Birmingham.  AL  35722 
Phone:  205/591-4747  Fax:  205/591-ltOa 
SO0/B3S-4S33 


Business  Services 


SET  UP  A  TRUST  OR 
INCORPORATE  OFFSHORE 


Offshore  Companies  US  $350 

Offshore  Trusts  $750 
Contact:  Management  Services 
PO  Box  6-5879 
El  Dorado,  Panama 
Fax:011-507-27-1358. 


RESEARCH  REPORTS 

19.850  academic  topics  available1 
Send  $2  00  for  the  290-page  catalog 
Custom-wntten  reportsalso  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave.,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Education/lnstructior 


University  Deqre 


Self  Paced  Homo  Study! 
Associate  Bachelor  Master  On 

Business  Admin,  Psychology,  Finarj 
Tech  Mgmt,  Law,  Paralegal, 
Int'l  Business,  Health  Care. 
Human  Resources  Admin,  8pJ 
(800)477-2254  (24  hrs)  «jS 
Southern  California  University  ^8h 
202  Fashion-BW,  Tustin,  CA  92680  . 


Earn  MBA  At  Home  I 

>  B.S./M.S  Programs  Also  Availably 
•>  Business,  Environmental  Sti  dies,  Computer  SI 
*  Join  students  from  Fortune  500  comf 

CHADWICK  ' 


UNIVERSITY 

"Learning  not  limited  by  classroom  w 
For  free  catalogue  call:  I -800-767 


EXTERNAL  DEGRE 

F3A/6S  MS/MBA  PhD/J 
|  Credit  for  work  /life  exp.  •  Acer 
(800)  444-8569  (24  hrs 

LaSalle  Universi 

|  Dept.  569  Mandeville.  LA  7047 


i 


Video/Accessories 


INTERNATIONAL  VI 
STANDARDS  CONVE 


Convert  your  VHS  Cassette 
for  playback  on  any  VCR 
worldwide!  Free  info:  FA; 
FAXnumber  to  708-251-3 


NTSC 
PAL-SEt 


AMERICAN  VIDEO  RAM 

1 187  Wilmette  Ave.  Unit  219 
Wilmette,  IL  60091  708-251| 


D  RATES  AND  INFORMATION 
'HONE:  (31 2)  337-3090 
(312)  337-5633  OR  WRITE: 


mm  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


ealth/Fitness 


75%  on  Contact  Lenses 


jaranteed  •  Open  7  days  | 
credit  cards  accepted  | 


DLENS-111 


AT  HOME 


DRY  DIRECT 

-9696  world 

3-5546  Famous 

m  KLAFS1TK 


?ss  Opportunities 

jness  Partner   

in  Russia 

ompany  offers  opportunity 
rfner  to  sell  products  on 
market.  Candidates  must 
anding  bank  references, 
sals  write  or  fax:  Russia, 
scow,  Box  389.  Fax:  (095) 
ox  Intero 


POSTAL  CENTERS 


manufacturer  lor  FREE 
ntormation  on  starting 
irate  Postal  Center 

'3-3003 
12-6181 
12-702 1 


1  Street.  Los  Angeles,  CA  90001 


LISHED  BUSINESSES 
5 ALE  BY  OWNERS 
os  -  Owner  financing.  All 
:pi  Northeast  Priced  from 
jsand  to  $5M  -  All  types  & 

-  -  -  CALL  NOW  

AFFILIATED 
LSS  CONSULTANTS 
Jougan  719-540-2200 
i.  Circle  Dr.,  Ste  1240 
Springs.CO  80906-4 1 30 


'are  Publishing 
pportunity 

of  innovative  3D  CAD 
or  custom  home  design 
nity  partner  to  launch  N. 
lublishing  and  franchising 

$400K  initial  investment 
Contact  Dave  Mitchell 
62. 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

i  *  iA.  Programmed  to 
OnlV  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylslon  Si.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Business  Opportunities 


OFF-SHORE  CLIENTS? 

Sales  agents  wanted  for 
Cayman  Islands  based  mutual 
funds.  For  details  contact: 
Hem-Mark,  Inc.  P.O.  Box 
490717,  Miami,  FL  33149, 
Fax:  305/365-9342 


Corporate  Gifts 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We  ll  custom-make  any  emblem  for  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
NewMilford.     CT    06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  foot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  foot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  Buffet™  and  ^^^^jagMjjtt^, 
The  Brass  Bell  Bakery*  popularized  in  the  metros,  ^^^t  B<T^\^|HR 
re-designed  to  thrive  on  a  smaller  population 
base  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages.  Call 
1-800-284-5673  for  franchise 
information  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Franchising 


1—  Industry  leader  in  network  sales  five  years 
m  j  n  m 

2—  Industry  leader  in  number  n|  domestic 
franchise  centers 

Rated  industry  leader  in  Success,  Entrepreneur 
and  Income  Opportunities  magazines 

THEY  All  ADD  UP  TO  #1. 
^t^Sir  Speedy,  Inc. 

For  printing  &  copying  franchise  opportunities  call 

800-854-3321  # 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 


C0MMEM0 


pf  CUSTOM  MADE 
TI£S  iSOrmr, 
SCARVES  100  mm 
CRESTS  lZnnn. 


NECKWEAR 
Stamford,  CT 

(800)252-5966 
jjj  ypo3)322-4142,  FAX: (203) 329-7849 
CALL  FOR  INFORMATION 


Travel 


50%  OFF  TRAVEL 


Attention  frequent  travellers!! 
Join  STAY-USA  today  and  save 

5<Kr  on  your  travel  expenses. 

Call  Toll-Free  24-hrs  for  free 
brochure  and  $1,050  bonus. 

800-796-0102 

l  Corporate  Inquiries  welcomed  ) 


Corporate  Gifts 


Build  Your  Image 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 


$1.29 


EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  711 

FAX  1-510-786-1111 


The  Corporate  Choice"' 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


If  You're  Tired  OfPayingAU  Those  Brokers' Fees... 

10  Reasons  Why 
You  Should  Make 

The  Switch  To 
Fidelity  Brokerage 


Compare  Your  Broker  To  Fidelity  For 
Value,  Service  and  Choice 

Does  Your  Broker  Offer: 

Fidelity 
Brokerage 

Your 
Broker 

1 .   Low  Discount  Commissions 

✓ 

2.   Low  Margin  Rates 

✓ 

3.   No  IRA  Fees' 

✓ 

4.  No-Fee  Asset 
Management  Account 

5.  No  Postage  Fees 

✓ 
✓ 

6.   No  Handling  Fees 

✓ 

7.   No-Load  Fidelity  Funds 

✓ 

8.  Electronic  Trading  Discounts 

✓ 

9.  Hundreds  of  Leading 
Mutual  Funds 

10.  24-Hour  Service 

✓ 
✓ 

Score:  0-5:  It's  time  to  switch  from  your  full-cost  broker 
6-9:  It's  time  to  switch  to  a  better  discount  broker 
10:  You  already  invest  with  Fidelity 

The  Fidelity  Brokerage  Advantage: 
Better  Service  And  Lower  Costs 

Lower  trading  commissions  are  the  reason  most  people 
choose  a  discount  broker  in  the  first  place.  But  today, 
more  and  more  investors  are  turning  to  Fidelity 
because  of  all  the  "extra"  fees  so  many  dill-cost  brokers 
are  adding  on. 

At  Fidelity,  keeping  our  costs  down  means  we  can  pass 
the  savings  along  to  you.  So  you  can  get  our  renowned 
24-hour  service  every  day  and  fast,  accurate  trades  for 
up  to  76%  less,-'  and  without  all  the  hidden  fees. 

Invest  With  Your  Favorite 
Fund  Companies  Through 
Fidelity's  FundsNetwork® 

Fidelity  has  joined  together  with  many  of  the 
nation's  best-known  fund  companies  to  offer 
investors  the  diversity  and  convenience  they  demand. 
Now,  through  FundsNetwork,®  Fidelity  allows  you  to 
invest  in  a  wide  array  of  mutual  funds  all  available  in 
one  place,  with  no  commissions,  no  loads  and 
no  transaction  fees.'  Call  anytime  for  your  free 
FundsNetwork  Performance  Directory,  which 
includes  a  list  of  available  funds. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 


'The  $20  annual  IK  A  maintenance  fee  will  be  waived  if  one  or  more  Fidelity  mutual  fund  portions  held  in  the  IRA  has  a  balance  of  SS.ooOor  more  at  the  time  of  the  IRA  maintenance 
fee  billing  or  if  you  make  two  or  more  trades  in  one  retirement  account  in  your  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  For  I W-t  fees,  the  waiver  is  ba 
on  trades  from  1 1/1  AM  through  10/31/94.  The  waiver  applies  to  any  two  trades  made  in  retirement  accounts  in  your  name.  Trades  in  mutual  funds  and  limited  partnerships  are 
excluded.  You  must  have  a  Fidelity  prototype  plan  with  an  FD1C  insured  custodian/trustee  to  qualify.  76%  savings  based  on  an  October  I W  survey  of  lull-cost  brokers.  Minimum 
commission  $38.  There  may  be  fees  for  special  services.  For  more  complete  information,  including  management  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully 
before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to 
tharge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less  than  six  months)  on  funds  available  with  no  transaction  fees  in  a  twelve  month 
period.  If  you  purchased  a  no-load  fund  and  paid  a  transaction  fee.  you  will  he  obligated  to  pav  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  without  notice.  Sha 
prices  (except  for  money  market  funds),  yields  and  returns  will  vary  .  You  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fast  performance  is  no  guarantee  of  future  results.  All 
underlying  fund  expenses  still  apply.  Fidelity  Brokerage  Services,  Inc  (IBM)  Id  I  Devonshire  Street,  Boston,  VIA  Oil  ID.  Member  NYSE,  S1PC 


ICTION 

i  lost  week:  0  6% 
i  last  year:  3.0% 


1967=100  (four-week  moving  average) 


April  30 
192  9 


April  23 
191.8 


Sept. 
1993 
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ction  index  rose  during  the  week  ended  Apr.  30.  Seasonally  adjusted 
s  of  steel,  electric  power,  crude-oil  refining,  and  paperboard  increased, 
ction  of  autos,  trucks,  lumber,  coal,  and  raiMeight  traffic  declined.  Paper 
vas  unchanged.  Before  calculation  of  the  four-week  moving  average,  the 
ittle  changed  at  194.3,  from  194.2.  The  index  rose  to  191.4  for  all  of 
im  190.2  in  March. 

BW  production  index  copyright  1 994  by  McGraw-Hill  Inc. 


LEADING 

Change  from  last  week:  0% 
Change  from  lost  year:  9.1% 
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The  leading  index  increased  slightly  during  the  week  ended  Apr.  30.  Higher 
stock  prices  and  lower  bond  yields  offset  most  of  the  drag  coming  from  slower 
growth  rates  for  materials  prices,  real  estate  loans,  and  the  M2  money  supply.  Data 
for  large-business  failures  were  unavailable.  Before  calculation  of  the  four-week 
moving  average,  the  index  fell  to  234.3  from  234  9  For  the  month  of  April,  the 
index  rose  to  235  from  March's  reading  of  233.2. 

Leading  index  copyright  1 994  by  Center  for  International  Business  Cycle  Research 
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latest 
week 


Week 
ago 


%  Change 
year  ago 


lious.  of  net  tons 


1,921 


1,960# 


6  3 


units 


148,635  149,066r# 


10.5 


)  units 


124,241  118,580r# 


15.6 


IWER  (5/7)  millions  of  kilowatt-hours        53,694  54,593# 


DEFINING  (5/7)  thous.  of  bbl./day 


14,282 


14,065# 


2.4 
4.4 


thous.  of  net  tons 


19,945#  21,447 


90 


D  (4/30)  thous.  of  tons 


862. 1# 


849.7r 


8  2 


)  thous.  of  tons 


810.0# 


805.0r 


■1  5 


30)  millions  of  ft. 


445. 8# 


446.0 


-4.5 


IT  (4/30)  billions  of  ton-miles 


23.0# 


22.9 


4  5 


eriean  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Dlejm  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
silroads 
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week 


Week 


Year 
ago 


EN  (5/ii) 


104 


102 


1  1  1 


IRK  (5/11) 


1  68 


1.66 


1.61 


JND  (5/ii) 

1  49 

1.50  1.53 

NC  (5/11) 

5.74 

5.69            5  43 

lOLLAR  (5/11) 

1.38 

1.39  1.27 

C  (5/11) 

1  43 

1.41  1.45 

SO  (5/1 1)3 

3  320 

3.288  3.128 

or  New  York  banks.  Currencies  expressed 
ed  in  dollars 

in  units  per  U.S.  dollar,  except  for  British 
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Week 
ago 


%  Change 
year  ago 


$/troy  oz. 


380.500      375  150 


6  8 


'  (5/10)  #1  heavy,  $/ton 


128.50 


135.00 


20.7 


(5/9)  index,  1967=100 

216.2 

216  9 

5  3 

')C/lb 

97  1 

93.9 

10.4 

(5/7)  C/lb. 

63  0 

61.3 

20.0 

#2  hard,  $/bu. 

3.76 

3.72 

13.3 

')  strict  low  middling  1-1/16  in.,  C/lb. 

80.24 

78.40 

40  0 

Jon  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Mefa/s 
CHy  market,  Memphis  market 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (5/6IS&P500 

451.39 

451  15 

1.8 

CORPORATE  BOND  YIELD,  Aaa  (5/6) 

7.97% 

7  8  1  % 

8  1 

INDUSTRIAL  MATERIALS  PRICES  (5/6) 

99.4 

98.7 

2  9 

BUSINESS  FAILURES  (4/29) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (4/27)  billions 

$421.1 

$422.0r 

3.5 

MONEY  SUPPLY,  M2  (4/25)  billions 

$3,550.2 

$3,556.3r 

3.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/23)  thous.  333 

364 

-3.8 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Oun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

;■ 

Latest 
month 

Month 

ago 

%  Change 
mh  age 

BUSINESS  WEEK  PRODUCTION  INDEX  (Apr  )           191  4 

190  2 

2  0 

BUSINESS  WEEK  LEADING  INDEX  (Apr ) 

235  0 

233  2r 

9.2 

EMPLOYMENT,  CIVILIAN  (Apr )  millions 

122.3 

122.0 

2.2 

UNEMPLOYMENT  RATE,  CIVILIAN  (Apr ) 

6.4% 

6  5°o 

-13.5 

Sources:  BW,  CIBCR,  BIS 

MONETARY  INDICATORS 

Latest 
week 

ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (4/25) 

$1,136.3 

$l,137.6r 

92 

BANKS'  BUSINESS  LOANS  (4/27) 

290.2 

290  8r 

4.5 

FREE  RESERVES  (4/27) 

l,362r 

772r 

5.7 

N0NFINANCIAI  COMMERCIAL  PAPER  (4/27)          1 54  8 

157.0 

-1.3 

Sources:  Federal  Reserve  (in  billions,  except  for  free  reserves,  which 
week  period  in  millions) 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/10) 

3.58% 

3.81% 

2.90% 

PRIME  (5/11) 

6  75 

6.75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (5/10) 

473 

4.28 

3.1 1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/1 1 

I                4  65 

4.32 

3.07 

EURODOLLAR  3-MONTH  (5/6) 

4.33 

4.14 

3  06 

Sources:  Federal  Reserve,  First  Boston 


the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
ood  Products  Assn     2  =  Southern  Forest  Products  Assn.    3  =  Free  market  value    NA  =  Not  available    r=revised    NM  =  Not  meaningful 
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Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Woburn,  MA  01801. 


When 
you  give  blood 
you  give 
anotner 

birthday 
another  laugh, 
another  hug, 
another 
chance. 

+ 

American  Red  Cross 

Please  give  blood. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Agrol  67 

Air  Canada  54 

Air  Products  & 

Chemicals  38 
Airbus  28,  48 
Aiwa  52 
AK  Steel  26 
Alcatel  Alsthom  28,  44 
Alex.  Brown  &  Sons  94 
Allegheny  ludlum  26 
American  Airlines  54 
American  Express  95,  109 
American  Olean  Tile  34 
Ameritech  117 
Amoco  90 
Apple  Computer  38, 
Apple  South  100 
Armstrong  World 

Industries  34 
Asea  Brown  Boveri  24 
AT&T  4,  28,  44,  70 
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BankAmerica  112 
Bank  of  America  48 
Bank  of  Scotland  6 
Bankers  Trust  38,  54 
Barrett  Business  Services  92 
Baxter  International  4 
Becton  Dickinson  62 
Bell  Atlantic  117 
BellSouth  117 
BIS  Strategic  Decisions  117 
Boeing  28,  54 
Booz,  Allen  &  Hamilton  67 
Brentwood  Associates  36 
Bristol-Myers  24,  62 
British  Telecom  117 
Brown  &  Root  48 
Browning  6 


Cable  &  Wireless  117 
Callaway  Golf  96 
Calypso  Software  126 
Capital  Cities/ABC  88 
Carolina  Biological 

Supply  67 
Champion  International  70 
Checkmate  Electronics  95 
Ching  Fong  Group  44 
Chrysler  32,  48 
Circuit  City  34 
Citibank  44 
C.J  Lawrence/Deutsche 

Bank  Securities  1 12 
Cobra  Golf  96 
Coco-Cola  48 
Colgate-Palmolive  48 
Continental  Airlines  54 
Countrywide  Credit 

Industries  112 
Crescent  Court  Hotel  106 
Crescent  Real  Estate 

Equities  106 
CS  First  Boston  26,  108 
Cushman  &  Wakefield  34 


De  Beers  Centenary  4 
Deckers  Outdoor  92 
Deere  70 

Delta  Air  Lines  32,  38,  54 
Digital  Equipment  44 
Dillard  Department 


Stores  38 
Dillon  Read  112 
Disney  6,  88,  106 
Domino's  94 
Donaldson,  Lufkin  & 

Jenrette  108,  112 
DPS  38 

Dun  &  Bradstreet  20 
DuPont  38 


Easel  100 
Enron  28 

Ericsson  (L.M.)  28,  44,  117 
Evergreen  Media  112 
Express  Scripts  92 


Fidelity  126 

Fidelity  Magellan  Fund  6 
First  Fidelity  Bankcorp  54 
First  National  Bank  109 
First  of  Michigan  108 
Foote,  Cone  &  Belding  88 
Ford  24,  70,  96 
FTP  Software  98 


Gap  6 

GE  4,  24,  28,  48,  108 

Genentech  62 
General  Dynamics  4 
General  Instrument  4 
Georgia-Pacific  4 
Glaxo  38 
GM  32,  70 
Goldman  Sachs  106 
Groupe  Bull  117 
GTE  28 
Gun  Shack  6 
Gymboree  95 


Hai  Vuong  44 
He-Ro  Group  100 
Hewitt  Associates  126 
Hewlett-Packard  24 
Hoffmann-La  Roche  62 
Honda  52 
Hurst  Associates  109 
Hutchison  Whampoa  117 


IBM  24,  38 

IDB  Communications  38 
IntegroCare  92 
Interlinq  Software  92 
International  Paper  70 
Invesco  Funds  Group  34 


J.C  Penney  95 
J  P.  Morgan  28 

K 


K-tel  98 
Kaleida  38 
Kanebo  52 
Kawasaki  Steel  26 
Kidder  Peabody  108 
Kirkland-Fort  Worth 
Investment  Partners  106 


Leasing  Solutions  92 
Lever  Brothers  24 
Liberty  Financial  Services  6 
Little  Caesar's  94 


Lone  Star  Steakhouse  92 
LTV  26,  70 

M 


MacDonald  Grippo 

Reilly  88 
Macy  (R.H.)38 
Mannesmann  117 
Martin  Marietta  86 
McDonnell  Douglas  28 
McKesson  38 
Mead  38 
Medco  38 
Media  Vision 

Technology  36 
Merck  38,  62 
Mercury  One-2-One  117 
MFS  Emerging  Growth  92 
Michigan  National 

Bank  95 

Microsoft  38,  44,  98,  100 
Miles  62 
Minebea  52 
Miroku  Firearms  6 
Mitsubishi  44,  48,  52 
MMS  International  22 
Mobil  44 
Monsanto  28 
Morrison  Knudson  34 
Motorola  38,  44,  48,  70, 
117 

Myriad  Genetics  62 
N 


National  Steel  70 
NEC  28.  52 
Neiman  Marcus  95 
Nike  92 
Nissan  27 
NKK  70 

Northern  Telecom  28,  117 


Ogilvy  &  Mather  48 
Olivetti  117 
Omega  Advisors  112 
Oncogene  Science  62 
Onyx  Pharmaceuticals  62 
Oracle  44 


Pacific  Telesis  117 
Palladin  Group  107 
Papa  John's  92,  94 
Paramount 

Communications  112 
Penobscot  Group  106 
Peoples  Telephone  38 
PeopleSoft  92 
PepsiCo  48,  94 
Perini  Building  34 
Pfizer  62 
Pharmagenics  62 
Pier  1  Imports  95 
Piper  Jaffray  108 
Pizza  Hut  94 
Pizza  Today  94 
Pohang  Iron  &  Steel  44, 

52 

Polio  Tropical  92 
Price  Waterhouse  126 
Procter  &  Gamble  38,  48, 
70 


QVC  112 


Racal  98 
Raymond  James  & 
Assoc.  95 
Raytheon  28 
Reality  Technologies  126 
Reebok  92 
Remington  Arms  90 


Reno  Air  54 
Republic  New  York 

Securities  107 
Richina  106 
Robinson-Humphrey 
Robertson  Stephens 
Robertson  Stephens 

Emerging  Growth  9 

s 


Salomon  Brothers  Sit 
Sandler  O'Neill  108' 
Saturn  32 

Saudi  Binladen  GrouJ 
Scott  Paper  70 
Seagram  1 12 
Securities  Data  92 
Shearson  Lehman 

Hutton  107 
Siemens  28,  117 
SmithKline  Beecham  I 
Sony  24,  88 
Southwest  Airlines  3 
Standard  &  Poor's 
SteinRoe  Young  Invelr 

Fund  6 
Summa  34 
Suntory  52 
Syntex  4 

T 


Taiwan  Semiconduct 
Tenneco  36 
Texaco  106 
Thyssen  117 
Time  Warner  30,  1 
Toyota  24,  27,  52 
Toys  R'  Us  6 
T.  Rowe  Price  126 
T.  Rowe  Price  New 
Horizons  92 
Turner  34 


UAL  32 

UBS  Securities  20 
Unilever  24 
Union  Pacific  Railroj 
Unisys  44 
United  Airlines  32  I 
United  Gaming  lOw 
U.S.  Steel  26 
US  West  117 
USX  26 


Vanguard  126 
Veba  117 
Venture  Capital  Joi 
Viacom  112 
Vietnam  Airlines  4 
Visa  48 
Vodafone  117 
Volkswagen  24 

W 


Weirton  Steel  32 
Wells  Fargo  Bank 
Westinghouse  Elec 
WJ.  Askin  108 
Wyatt  126 

X 


Xerox  24,  70 
Y 


Yankee  Group  1 1 
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Zenith  Electronics 
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STOCKS 

May      Nov.      May     May  5-11 


52-week  change 
-0.7% 


BONDS 

May     Nov.      May     May  5-11 


.  441  09 
440  1400 


1-week  change 

-2.3% 


52-week  change 
-9.2% 


1-week  change 
-2.5% 


THE  DOLLAR 

May      Nov.      May     May  4-11 


52-week  change 
+2.1% 


1-week  change 
+0.8% 


ET  ANALYSIS 
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Latest 


%  change 
Week  52-week 


NDUSTRIALS  3629  0  -1.9  4  2 

IPANIES  (S&P  MidCap  Index)  166  4  -4  0  1  5 

4NIES  (Russell  2000)  245  6  -3  5  7  3 

ES  (Russell  3000)  254  6  -2  7  -0  1 


%  change  (local  currency) 

TOCKS 

Latest 

Week 

52-week 

ANCIAL  TIMES  100) 

3130.5 

2.0 

9.4 

El  INDEX) 

20,150.1 

3.0 

-2.3 

E  COMPOSITE) 

4168.2 

-2.4 

9.8 

FRY  GROUPS  | 

FUNDAMENTALS 

Latest 

Week  ago 

Tear  ago 

90-DAY  TREASURY  BILL  YIELD 

4.32% 

4.13% 

2.95% 

30-YEAR  TREASURY  BOND  YIELD 

7.61% 

7.34% 

6.86% 

S&P  500  DIVIDEND  YIELD 

2.98% 

2.80% 

2.81% 

S&P  500  PRICE/EARNINGS  RATIO 

19.5 

19.9 

22.4 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

463.2 
28.8% 
0.43 
1.55 

463.7 
32.7% 
0.37 
1.76 

Negative 
Neutral 
Positive 
Positive 

K LEADERS 


%  change 


BRIDGE  INFORMATION  SYSTEMS  INC 
%  I 


4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

9  7 

-9.6 

SYNTEX 

77  1 

18  5 

23 'A 

8  1 

34.2 

OUTBOARD  MARINE 

14.1 

28.1 

22 'A 

7.8 

11.5 

McKESSON 

29  1 

93.1 

807'8 

7.1 

-12.7 

BAKER  HUGHES 

10.9 

-29.2 

19Ve 

6.6 

-9.0 

PHILLIPS  PETROLEUM 

12.7 

8.4 

32  Vt 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

-16.2 

-13.7 

PULTE 

-20.3 

-22.7 

23 

-14.8 

26.6 

MORRISON  KNUDSEN 

-26.4 

3.6 

215/s 

-13.7 

16.1 

INTEL 

-14.0 

16.7 

59  Vi 

-10  1 

1  0 

GIDDINGS&  LEWIS 

-12.5 

-1.6 

235/s 

-98 

2  9 

LORAL 

-1  1.0 

28.8 

35  Vj 

IME 


0LESALERS 


EQUIPMENT  AND  SERVICES 


OIL 


K  LAGGARDS 


LDING 


ING  AND  CONSTRUCTION 


)UCT0RS 


TOOLS 


ILECTRONICS 


VL  FUNDS 


al  return 

% 

LAGGARDS 
Four-week  total  return 

% 

iELECT  NATURAL  GAS 

8.5 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 

-1 1.5 

N  STRATEGIC  INVESTMENTS 

6  8 

G.T.  LATIN  AMERICA  GROWTH  A 

-11.3 

tELECT  ENERGY 

6  A 

MERRILL  LYNCH  LATIN  AMERICA  B 

-9.4 

return 

% 

52-week  total  return 

% 

NTERNATI0NAL  GROWTH  A 
LATIN  AMERICA 
)AS  GOLD 

49.6 
48.3 
43.3 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 

M0NITREND  GOLD 

PILGRIM  CORPORATE  UTILITIES 

-27.7 
-27.3 
-20  3 

■■i  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 


1  ,  )  Average  fund 
52-week  total  return 


VE  PORTFOLIOS 


unts 

lie  present 

0,000 

le  year  ago 

tfolio 

>  Indicate 
il  returns 


Foreign  stocks 
$12,314 

-1.32% 


Gold 
$10,672 

+  1.35% 


U.S. stocks 
$10,317 

-1.55% 


llll 


Money  market  fund 
$10,203 
+0.04% 


DRI/McGRAWHILL 


LU 


Treasury  bonds 
$9,963 
-1.44% 


page  are  as  of  market  close  Wednesday,  May  1  I,  1994,  un! 
include  S&P  500  companies  only;  performance  and  share  pric 


iless  otherwise  indicated, 
ces  are  as  of  market  close 


May  10.  Mutual  fund  returns  are  as  of  May  6  Relative  portfolios  are  valued  as  of  May  10.  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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I  Editorials 

■  m ntftlfe  urn  mm 

LABOR  HAS 

ITS  WORK  CUT  OUT 

That  would  give  Vietnam  equal  footing  with  most  ot: 
countries,  including  Russia  and— at  least  for  now— China. 

Why  MFN  for  Vietnam?  To  start  with,  Vietnam  will 
spending  billions  on  telecommunications,  power  plants,  i 
airliners.  Strained  trade  relations  between  the  two  co 
tries  make  it  less  likely  that  American  companies  will 
their  share  of  these  contracts.  Moreover,  despite  the  confl 
of  the  past,  Vietnam  could  be  a  tremendous  ally  for 
U.  S.  In  both  the  North  and  South,  Americans  are  highly 
garded,  and  American  companies  are  welcomed  as  a  couni 
balance  to  Japanese,  Chinese,  and  European  investment. 

Granting  MFN  to  Vietnam  is  sure  to  be  controversial.  1 
given  the  Clinton  Administration's  foreign-policy  woes,  thf 
sue  is  likely  to  be  stuck  on  the  back  burner.  It  should  cc 
to  the  fore. 

HHhe  modern  U.S.  labor  movement  took  shape  in  the 
1930s  and  1940s,  when  millions  of  industrial  workers 
Hi  joined  together  into  powerful  unions  under  the  aegis  of 
the  New  Deal.  These  unions  signed  contracts  that  formalized 
the  adversarial  relationship  between  labor  and  management: 
Labor  bargained  for  higher  wages,  better  benefits,  and  re- 
strictive work  rules,  while  conceding  to  company  managers 
the  right  to  run  the  business. 

This  rigid  division  of  responsibility  made  sense  back  then: 
Workers  got  rising  living  standards,  and  their  employers 
reaped  the  benefits  of  a  stable  workforce  and  good  custom- 
ers. But  old-style  unions  are  woefully  outdated  in  today's  glo- 
bal economy.  Corporations  must  react  with  lightning  speed  to 
changes  in  technology  or  consumer  taste.  To  achieve  flexibil- 
ity, many  companies  are  setting  up  workplace  teams  and 
helping  employees  to  acquire  the  skills  needed  to  take  more 
responsibility. 

A  few  unions  have  been  willing,  even  eager,  participants  in 
this  cooperative  process.  Indeed,  even  the  stodgy  AFL-CIO  fi- 
nally endorsed  cooperation  early  this  year— after  more  than 
15  years  of  resisting.  But  if  unions  are  to  revive,  or  even  sur- 
vive, as  an  American  institution,  the  labor  movement  must 
redefine  itself.  Unions  must  replace  "us  vs.  them"  with  an  at- 
titude of  "we're  all  in  this  together."  Tomorrow's  union  lead- 
ers must  be  as  knowledgeable  about  technology  and  manag- 
ing as  they  are  about  grievance  procedures.  And  they  must 
be  willing  to  balance  employees'  desires  for  pay  or  easier  jobs 
with  companies'  competitive  needs. 

Of  course,  labor  can't  do  this  alone.  Employers  share  the 
responsibility  for  America's  heritage  of  labor-management  an- 
tagonism. But  labor  can't  wait  for  management  to  come  to  it. 
If  unions  learn  to  adapt,  they  can  serve  a  vital  function  in  the 
U.  S.  economy.  Otherwise,  their  slow  slide  into  oblivion  is 
sure  to  continue. 

Till  nniAiiniAiif 

THE  INNOVATORS 
BEYOND  THE  BELTWAY 

£            overnment  is  not  the  solution  to  our  proble 
Ronald  Reagan  said  in  his  first  inaugural  addr: 
^DjN^  "Government  is  the  problem." 

It  often  seems  that  way.  Washington  politicians  of  t 
parties  seem  to  make  laws  with  little  regard  for  the  coi 
quences.  One  cynical  case  in  point:  Faced  with  tight  buc 
constraints,  Congress  instead  imposes  costly  mandates 
states,  localities,  and  business.  Some  mandates,  such  as 
il  rights  and  pollution  control,  are  necessary.  Yet  mandi 
have  proliferated  beyond  reason,  spawning  monstrous  bur 
cracies  that  stifle  initiative. 

The  federal  government  should  issue  fewer  order; 
state  and  local  governments.  Instead,  it  should  learn  f 
those  governors  and  mayors  who  are  taking  a  fresh,  entr 
neurial  approach  to  public  policy  problems.  These  innova 
are  attempting  a  government  overhaul  on  a  scale  not  s 
since  the  Progressive  movement  around  the  turn  of  the 
tury.  The  objective:  To  invigorate  government  by  allov 
citizens  more  choice,  injecting  competition  into  public  sei 
es,  and  emphasizing  customer  service. 

Who  are  the  movers  and  shakers?  Democrats  sucl 
Edward  G.  Rendell,  mayor  of  Philadelphia,  and  Lav 
Chiles,  governor  of  Florida.  Republicans  like  Stephen  G 
smith,  mayor  of  Indianapolis,  and  William  F.  Weld,  gove 
of  Massachusetts.  The  traditional  labels— liberal  or  conse 
tive,  Democrat  or  Republican— are  less  important  the 
shared  vision  of  reform. 

And  why  now?  Money  and  jobs.  Yes,  the  economy  is 
proving,  but  the  taxpaying  middle  class  is  still  fed  up. 
businesses,  more  mobile  than  ever  in  an  Information  Age 
vote  with  their  feet  by  moving  to  regions  where  gov 
ments  are  cheaper  and  work  better. 

The  problem  is  not  government,  but  inefficient,  bureau 
ic  government.  And  in  the  laboratories  of  democracy,  go\ 
ors  and  mayors  are  finding  workable  remedies  for  the 
tion's  social  problems— deteriorating  schools,  inadeq 
medical  care,  a  failing  welfare  system— that  the  federal 
ernment  could  well  learn  from. 

MAKE  VIETNAM 

A  MOST  FAVORED  NATION 

Mi  in-  25  years,  Vietnam  has  been  an  open  sore  on  the 
gpi  U.  S.  body  politic:  first  as  a  military  quagmire  and 
Hi    then  as  a  bitter  reminder  of  failure.  The  U.  S.  response 
to  defeat  and  the  Vietnamese  intransigence  that  followed  was 
to  block  international  aid  and  forbid  American  companies  to 
do  business  there.  Only  in  the  past  year  has  Washington  be- 
gun rebuilding  links  by  allowing  aid  from  international  organ- 
izations and  lifting  the  trade  embargo. 

But  that's  not  enough.  It's  time  now,  not  to  forget  the 
past,  but  to  move  towards  establishing  normal  ties  with 
Vietnam— whose  economy  is  growing  8%  a  year.  The  key  step 
is  to  grant  most-favored-nation  status  to  Vietnam,  letting 
Vietnamese  goods  enter  the  U.  S.  at  favorable  tariff  rates. 
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341-4560.  And  bi,  all  means  take  a  Guest  Drive 
in  the  Q45  at  your  Infiniti  showroom. 
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HEROES  FOR  MBAs 


Name  the  individual  you 
admire  most  in  the  world  today 


1994  1992 

FATHER 

12%  14% 

BILL  GATES 

5  2 

BILL  CLINTON 

5  0 

MOTHER 

4  7 

HILLARY  CLINTON 

4  0 

JACK  WELCH 

4  0 

MOTHER  TERESA 

3  5 
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B-SCHOOL  NOTES 

MAYBE  FATHER  STILL 
KNOWS  BEST 


What  shining  star  do 
America's  future  busi- 
ness leaders  look  toward? 
Dear  old  Dad.  That's  one  of 
the  findings  in  a  survey  of 
1994  MBA  grads  at  11  top-tier 
B-schools,  conducted  by  Duke 
University's  Fuqua  School  of 
Business.  Their  fathers  were 
most  admired  by  12%  of  stu- 
dents, making  Dad  the  No.  1 
choice  (table).  Microsoft's  Bill 
Gates  does  well,  ranking  sec- 
ond at  5%,  tying  Bill  Clinton. 
Bill  and  Bill  beat  out  MBAs' 
mothers— and  Mother  Teresa. 

Often  depicted  as  money- 
grubbing,  the  MBA  crowd 
claims  an  altruistic  side.  An 
overwhelming  71%  say  they 


won't  work  in  industries  they 
find  ethically  suspect.  More 
than  80%  shun  tobacco  out- 
fits; 26%  avoid  liquor  produc- 
ers. Philip  Morris  has  the  du- 
bious distinction  of  being  the 
least  admired  company.  As  for 
corporate  loyalty— forget  it. 
Only  5%  expect  to  work  for 
their  next  employer  for  their 
entire  career,  and  48%  plan 
to  stick  around  for  less  than 
five  years.      Lori  Bongiorno 


DOUBLE  DUTY 


A  SECOHD  CAREER  FOR 
SOME  OLDWARHORSES 


Ready  to  put  Arm  &  Ham- 
mer under  your  arm? 
How  about  a  spritz  of  Lysol 
in  your  gym  shoes?  These 
may  sound  odd,  but  mar- 
keters are  working  overtime 
thinking  up  new  ways  for  you 
to  use  well-known  consumer 
products  around  the  house. 

In  the  industry,  it's  being 
called  the  "versatility"  strate- 
gy. Marketers  say  it's  on  the 
rise.  Latest  exam- 
ples: Arm  & 
Hammer  Deodor- 
ant Anti-Perspi- 
rant  with  Baking 
Soda.  A&H  has  al- 
ready stamped  its 
logo  on  products 
from  kitty-litter 
deodorizer  to 
toothpaste.  And 
there's  a  big  new 
ad  push  from 
Clorox,  promoting 
bleach  as  the  solution  for 
problems  from  fungus  in 
shower  stalls  to  tainted  wa- 
ter supplies. 

A  big  reason  to  expand  the 


DRAWN  AND  QUARTERED 


DEODORANTS:  A  rm  & 

Hammer's  new  gig 


uses  of  familiar  products  is 
demographics.  The  average 
annual    increase    in    U.  S. 
households  has  dropped  from 
1.7  million  in  the  1970s  to  1 
million  in  the  1990s,  according 
to  the  Census  Bureau.  And 
1993  was  even  slower:  Only 
700,000  households  were 
added,  taking  the  total  up  to 
96.4  million.  The  fewer  new 
households  there  are,  the 
fewer  new  sinks  for  house- 
hold-goods   marketers  to 
clean,  and  so  forth. 

Among  con- 
sumer-goods mar- 
keting types,  the 
lesson  is  clear: 
New  ideas  are  vi- 
tal. Look  at  how 
Arm  &  Hammer 
got  hammered  in 
1993,  a  quiet  year 
for  new-product 
development  at 
parent  Church  & 
Dwight's  con- 
sumer-products 
group.  C&D  saw  net  sales  gain 
a  meager  0.2%,  to  $411  mil- 
lion. That's  down  from  a  12.8% 
average  annual  increase  from 
1989-1992.       Jonathan  Berry 


THE  BIG  PICTURE 

MADE  IN  AMERICA-SAN 

It's  almost  unanimous.  Toyota  and  Mitsubishi  have  become  the  latest  Japanese  auto  makers 
to  reach  the  point  where  half  the  cars  they  sell  in  the  U.S.  are  made  in  North 
America.  Just  two  years  ago,  only  Honda  could  make  that  claim. 
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REQUIRED  READING 

A  U.S.  PRODUCT  JAPAH  I 
LOVES?  BUSINESS  BOOK 


HOT  STUI 


juicy  little  treati 


One  American  produB 
the  Japanese  can't  gl 
enough  of  is  business  book! 
Out  in  translation  only  for  si 
months,  Reengineering  tm 
Corporation,  by  Michael  Ha™ 
mer  and  James  Champy,  I 
selling  well  in  Japan— 250,0(1 
copies  in  print,  vs.  450,000  1 
the  U.  S.,  where  it's  been  oil 
for  a  year. 

The  trade  issue  really  il 
trigues   Japanese  reader 
Cracking  the  Japanese  Marh 
by  James  and  Jeffrey  Mo 
gan,  sold  modestly  in  tl 
U.  S.,  says  publisher  Simon 
Schuster,  but  became  a  bes 
seller  in  Japan.  The  Harvail' 
Business  School  Press  tran 
lates  three-quarters  of  its  < 
titles  yearly  into  Japanese 
Why?  Japan  is  fascinated  t 
business  and  loves  to  read.  ' 
publishes  40,000  titles  p< 
year,  vs.  49,000  in  the  U.  Sjjj 
with  twice  the  population. 


FOOTNOTES 


Change  between  1987  and  1992,  total  number  of  engineers:  down  2.9%;  economists:  up  1.1%;  social  workers:  up  22.2% 
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DOWNSIZING: 

THE  DOWN- AND  UPSIDE 


Finally,  an  article  that  clearly  reflects 
the  reality  of  downsizing  ("The  pain 
of  downsizing,"  Cover  Story,  May  9).  If 
some  executives  refer  to  downsizing  as  a 
fad,  they're  being  too  kind.  I'd  call  it  a 
sickness.  While  it  may  be  needed  in 
some  instances,  it's  just  another  way  of 
sucking  value  from  productive  compa- 
nies. Downsizing  is  to  the  '90s  what 
LBOs  were  to  the  '80s,  and  it  will  be 
equally  destructive. 

William  J.  Steinbicker 
Minnetonka,  Minn. 


As  a  Nynex  employ- 
ee, I  wish  to  com- 
ment on  our  downsizing 
efforts.  The  changes  from 
the  traditional  telephone- 
company  culture,  the  un- 
certain employment  fu- 
ture of  16,000  people,  and 
wholesale  realignments  of 
Nynex  structures  and 
processes  are  unsettling, 
to  be  sure.  They  are  also 
essential  for  Nynex  to 
move  forward  through 
the  '90s  in  a  highly  com- 
petitive, evolving  environment. 

The  difficulties  of  accepting— and 
working  amid— uncertainty,  upheaval, 
and  fear  cannot  be  dismissed.  The  ef- 
forts to  care  for  the  individual  cannot  be 
fully  appreciated  by  those  most  affected 
by  the  changes.  All  taken  into  account, 
however,  the  whirlwind  now  present  in 
Nynex  must  be  expected  to  result  in 
opportunities  for  outstanding  develop- 
ment of  the  corporation  and  its  employ- 
ment force. 

Tim  Wright 
Training  Director 
Nynex 
Stamford,  Conn. 

Wholesale  cuts  by  percentage 
(across  the  board)  were  the  old 
prescription.  They  were  never  enough 
and  usually  spelled  disaster  in  morale, 
service,  and  sometimes  in  corporate  sur- 
vival. Effective  downsizing  hurts,  but 
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at  the  same  time  contains  the  element' 
of  great  satisfaction  for  those  who  "dis 
cover"  the  better  way  to  do  the  job. 

William  B.  Halster. 

Presiden 
Omega  Organization  Inc 
Bellport,  N.j 

■  have  been  both  a  survivor  and  vii 
Btim  of  downsizing  and  could  easily 
transpose  different  names  onto  the  face 
and  personalities  you  portrayed. 

I  left  my  company  in  December,  1992 
Since  then,  I  have  had  a  lot  of  time  U  »|! 
reflect  on  what  has  happened  to  me  anc 
to  the  great  many  people  I  have  me 
who  also  have  been  downsized. 

To  you  Nynex  depar 
tees,  I  say,  get  a  life! 
Don't  bother  suing;  this 
is  like  the  dog  that  sit^ 
on  his  dead  master': 
grave,  hoping  it  is  all  i 
bad  dream.  Take  what 
ever  money  you  may  re 
ceive  and  get  on  wit! 
life.  Look  deep  down  in 
side  yourselves.  Be  hon 
est.  You  really  hav> 
wanted  out  for  a  lonj 
time.  The  old  place  isn' 
the  same  as  it  was  10  oi 
15  years  ago.  Be  gla< 
someone  did  the  thinking  for  you  anc 
gave  you  a  new  lease  on  life. 

Gary  Morri|" 
Agoura  Hills,  Calif  i 

Over  the  years,  you  have  done  man} 
articles  about  companies  and  man 
agers  that  have  made  "tough  choices, 
which  means  workers  are  going  to  be 
fired.  I  have  not  read  a  single  article 
about  an  American  manager  making  the,, 
really  tough  choice  of  keeping  employee^ 
and  crafting  a  strategy  of  how  to  in 
crease  market  share  and  create  jobs 

Thomas  A.  Smitl 
Lake  Orion,  Mich 

I can  definitely  identify  with  "The  Vic 
tim."  Recently,  I  was  "rightsized"  froir 
my  company,  and  I  did  not  see  the  tor 
officers  sharing  the  pain.  Executives  stil 
took  "emergency"  trips  to  Europe  anc 
planned  meetings  in  Paris  that  coinci 
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Another 

Indianapolis  500,"  you  only  get  one  ehanee  to  get  it  right.  No 
•  lap  after  lap,  the  United  States  Auto  Club  (IISAC)  depends 
mission-critical,  pedal-to-the-metal  performance  ol  OS/2! 
 Prom  start  to  finish 


OS/2  2.1  sets  the  pace 
for  technology  at  the 
most  tamous 
motor  speedway 
in  the  world. 
OS/2  programs 
run  at  full  speed  all 
over  the  place:  IBM 
DATABASE  2™  OS/2 
(DB2/2™),  for  example, 
keeps  track  of  everything 
from  entry  fees,  prac- 
tice and  qual- 
ifying times, 
serial  numbers,  and  driver  and  crew  status  to  per- 
administrative  and  other  vital  information.  USACs 
LapManager™  an  OS/2  program  developed 
specifically  for  Indy ,  drives  the  official  tim- 
ing and  scoring  of  all  on-track  activity. 
LapManager  takes  timing  data  sent  from  the  car 
via  radio  signal,  turns  it  into  meaningful  stats,  and 
t  to  PCs  used  by  IISAC  staff  and  the  press. OS/2  even  hits  the 
i  ThinkPads  that  collect  and  distribute  race  inlormation 


clutch 


acks  all  across  the  country, 

)ertormance 


When  you  see  how  OS/2  can  rev  up  your  DOS,  Windows " 
and  OS/2  programs,  you'll  know  why  they  use  OS/2  at  lndy 
er  100  other  USAC  races.  You  cant  have  a  more 
sive  track  record  than  that, 
irder  or  to  find  out  more  about  OS/2,  call 
3-IBM-OS2.  In  Canada,  call  1  800  465-7999. 
?  also  available  at  local  software  dealers. 

aerate  at  a  higher  level. 


as  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS.  Windows  and  OS/2  programs  running  on  OS/2  IBM.  OS/2  and  ThinkPad 
:red  trademarks  and  IBM  DATABASE  2.  DB2/2  and  "Operate  at  a  higher  level"  are  trademarks  of  International  Business  Machines  Corporation 
s  a  trademark  of  Microsoft  Corporation  Indianapolis  500  and  Indy  are  registered  trademarks  of  the  IMS  Corporation  All  other  products  are 
s  or  registered  trademarks  of  their  respective  companies  ©  1994  IBM  Corp 


Research  « 

"At  Bohus  we  take  research  and  development  why  we  work  so  closely  with  our  custo 
literally.  No  research  without  development,  Their  practical  problems  are  our  resec 

no  innovation  without  implementation.  That  is        challenges.  It  keeps  us  focused  and  on  our 

Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and 
More  than  73,000  people,  active  in  50  countries  around  the  world,  makeup  the  Akzo  Nobel  workforce.  For  more  information,  v 
call:  Corporate  Communications  Department/R  1  4  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


Lillemor  Holtinger,  Manager  of  TCF  Bleaching  Research,  Bohus,  Sweden: 


d  develop 


i  and  develop.  That's  our  job.  As  a  com- 
a  unit,  and  as  an  individual.  And  that's 
sating  the  right  chemistry  is  all  about." 


CREATING  THE  RIGHT  CHEMIST 


AKZO  NOBEL 


dentally  were  during  Fourth  of  July 
weekend.  For  these  companies  to  regain 
the  loyalties  of  workers,  top  managers 
must  learn  to  share  the  pain. 

Willie  King 
Houston 

In  a  successful  capitalistic  society,  cor- 
porations have  two  sacred  duties: 
profits  for  investors  and  jobs  for  people. 
A  society  that  gives  a  CEO  a  $4  million 
bonus  for  throwing  10,000  people  out  of 
work  is  a  sick  one. 

R.  0.  Evans 
Bakersfield,  Calif. 

Reengineering  should  not  be  misinter- 
preted as  a  synonym  for  downsizing. 
Certainly,  a  result  of  reengineering  may 
be  downsizing.  But  "radical  redesign"  of- 
ten leads  to  additional  staff  and  contin- 
ued growth.  For  example,  Hewlett-Pack- 
ard is  constantly  "reinventing"— a  much 
better  synonym  for  reengineering— its 
products  and  processes  to  meet  changing 
customer  needs. 

Donald  L.  Peter  Shafer 
Towson,  Md. 

More  traumatic  than  losing  a  job  is 
the  inability  to  obtain  a  new  one. 
Unlike  the  swift  knife  of  dismissal,  the 
day-to-day  search  and  rejection  can  slow- 
ly strangle  your  self-confidence  and  suf- 
focate your  marriage.  After  six  to  nine 
months,  your  friends  and  associates  be- 
gin to  question  your  past  ability;  after 
12  months,  similar  doubts  appear  in  your 
spouse  and  family.  Calls  and  letters  go 
unanswered,  and  solo  late-night  TV  re- 
places what  once  was  a  vibrant  mar- 
riage. A  slow,  excruciating  personal  de- 
mise takes  place,  for  which  there  is  no 
Dr.  Kevorkian. 

Michael  J.  Hirko 
Gig  Harbor,  Wash. 

■  just  wonder  how  long  executive  loot- 
I  ing  by  pocketing  the  salaries  of  thou- 
sands of  people  tossed  out  in  the  streets 
can  continue  before  either  the  govern- 
ment steps  in  or  a  revolution  occurs.  It 
takes  the  average  worker  half  his  life- 
time to  purchase  a  home,  accumulate 
some  savings,  and  some  retirement  ben- 
efits. It  takes  about  six  months  to  a 
year  of  unemployment  to  lose  it  all. 

William  J.  Rose 
Carlsbad,  Calif. 

PUTTING  A  FINGER 

ON  DIGITAL'S  WOES  

■  applaud  your  cover  story  because  it 
I  highlights  downsizing  as  simply  the 
latest  in  a  long  line  of  failed,  simplistic 
panaceas. 


At  the  same  time,  in  your  article 
"Desperate  hours  at  DEC"  (Top  of  the 
News,  May  9),  I  decry  Gary  McWilliams' 
drubbing  of  Robert  B.  Palmer,  when 
Digital  Equipment  Corp.'s  woes  are  real 
ly  the  result  of  its  board  of  directors 
placing  the  blame  first  on  Ken  Olsen 
and  lately  on  Bob  Palmer,  instead  of 
seeing  to  it  that  problems  facing  the 
company  were  first  defined— and  then 
fixed. 

Rowland  Brandwein 
Nashua,  N.  H. 

Both  your  articles  excited  my  hopes 
for  a  unique  insight,  but  I  was  sorry 
to  find  that  you  missed  the  chance. 

Your  story  on  Digital  mentions  in 
passing  that  the  workforce  numbered 
118,000  in  1991  and  that  the  company 
now  employs  92,000  Digits.  Unfortunate- 
ly, the  article  does  not  even  acknowl- 
edge this  major  downsizing  effort,  nor 
does  it  discuss  how  this  failed  to  avert, 
or  perhaps  exacerbated,  the  "crisis  at 
Digital." 

The  insight  that  I  had  been  hoping 
you  would  discover  is  that  downsizing, 
while  it  is  sometimes  an  unavoidable  ne- 
cessity in  the  face  of  technological  evolu- 
tion, is  by  no  means  a  cure-all  for  strate- 
gic blunders.  Let  the  protracted  crisis  at 
Digital  Equipment  be  a  cautionary  ex- 
ample. 

Bruce  McCulley 
Troy,  N.  H. 


THE  SBA:  A  REPORT  FROM 

A  DISSATISFIED  CUSTOMER  

In  reference  to  your  story  "Giant  steps 
for  small  business"  (The  Corporation, 
May  9),  kudos  for  Erskine  Bowles's  re- 
form of  Small  Business  Administration 
loans,  but  I  think  we  should  not  get  too 
carried  away  with  SBA  rhetoric  on  ex- 
port promotion.  If  export  promotion  is  a 
major  priority  of  this  Administration, 
then  there's  little  hope  for  any  Clinton 
priority. 

I  recently  accompanied  a  former  For- 
eign Commercial  Officer  in  visits  to  sev- 
eral SBA  and  Commerce  Dept.  centers  in 
Western  states,  only  to  discover  that, 
so  far  as  export  promotion  is  concerned, 
their  capabilities  ranged  from  ignorance 
to  intense  lack  of  interest.  Some  of  them 
didn't  even  have  access  to  Commerce's 
CD-ROM  database  of  export  opportunities. 
The  rest  didn't  know  how  to  go  about 
using  it. 

Part  of  SBA's  problem  is  its  unique 
method  of  abdicating  responsibility  to  a 
local  community  college,  which  can  be 
charged  with  small-business  export  pro- 
motion for  an  entire  state.  Direct  assis- 
tance from  either  Commerce  or  the 


SBA's  International  Div.  in  Washington 
only  one  phone  call  (or  several  urn 
turned  ones)  away. 

Kenneth  Cha 
Bend,  Oil 

THE  EMBARGO  ISNT 

FAZING  FIDEL  

What  an  excellent  expose  of  t| 
bankruptcy  of  the  U.  S.  embarw 
on  Cuba  ("Fidel's  end  run  around  Unifj 
Sam,"  International  Business,  May  k 
Not  only  are  foreign  companies  takif 
unchallenged  advantage  of  the  econonfc 
opening  in  Cuba,  but  the  embargo  is  J 
ing  nothing  to  get  rid  of  Fidel  Castro! 

Lorenzo  A.  Canizars 
Trenton,  N 

LET  THE  GOVERHMENT  WRITE 
ITS  OWN  OPERATING  SYSTEM 

Your  article  "Gunning  for  Microso: 
The  Fed's  new  weapon"  (Inforn- 
tion  Processing,  May  9)  shows  that  te 
U.  S.  taxpayer's  money  is  going  to  ts 
wrong  thing  if  the  government  is  addi? 
several  "professionals"  to  its  payroll  } 
bring  antitrust  proceedings  against  I\- 
crosoft  Corp.  If  the  government  wars 
an  open  operating  system,  then  hire  ts 
same  number  of  programmers  and  wre 
one. 

New  computing  platforms  that  do  rt 
rely  on  Microsoft  are  on  their  way.  TV 
are  based  on  RISC  (reduced  instructh 
set  computing)  processors  that  are  coj- 
petitively  priced,  compared  with  an  In:l 
Pentium  machine  running  MS-DOS  ai 
Windows.  IBM  and  Apple  Power  PC,  D^ 
Alpha,  and  others  are  providing  alten.- 
tives  that  even  run  your  favorite  1\- 
crosoft  application. 

By  the  time  the  smoke  clears  fro 
Bingaman's  activities,  the  industry  m/ 
have  another,  more  open,  computer  ;- 
chitecture,  without  her  efforts. 

Alex  D'AiS 
Helsinki,  Finla3 
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e  easy  way 
to  kanale  success. 


^  ou  ve  risen  to  the  top  by 
pulling  your  own  weight.  Hut 
now  that  you  ve  made  it,  take 
it  easy.  On  your  next  tirip,  take 
Lark's"  new  E-Z  Traveler™ 
Soft  Piggyback?  Its  lightweight 
construction  and  wide-track 
wheels  are  designed  to  keep  the 
upwardly  mobile  mobile.  And 
its  Piggyback  system  can 
increase  your  pidl--just  strap  cm 
more  luggage.  For  more  infor- 
mation and  your  nearest  dealer, 

call  1-800-421 -LARK. 
Reserved  For  Those  Who  Have  Earned  Their  Stripes.™ 


I  I 


i  1993  Larfe  I 
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Olohal  competition.  I  Instable 
financial  markets.  Mounting 
cost  pressures.  ♦  Compared 
to  running  the  World  L  up 
games,  these  management 
issues  make  for  a  pleasant  day 
at  the  office.  ♦  No  other  orga- 
nization  must  come  together 
so  quickly,  move  so  rapidly,  in 
so  short  a  lime,  as  the  World 
L  up  tjames.  4*  Indeed,  ihe 
World  Cup  is  the  world  s  larg- 
est, most  visihle  virtual  cor- 
poration, "f"  Nearly  two  Kill  ion 
people  will  tune  in  to  the  World 
L  up  linal  on  Jid\'  1  /.  Bv  then, 
the  World  L  up  games  will  have 
moved  tens  til  thousands  ol 
press,  staff,  players,  coaches, 
officials,  and  fans  across  nine 
(  I.S.  cities.  All  the  while  do- 
in^  business  that  measured  in 


Ti  ie  Special  Challenge  Of  Running  A  Business  That  Say; 

KICK  ME 


11 


ticket  and  related  sales  exceeds 
S  1  hillion.  t  And  everything, 
all  5.2  playoff  matches,  com- 
pressed into  a  single  month.  - 


Not  surprisingly,  an  advanced 
computer  system  kelps.  <#"  Sun 
networked  computing  puts  -the 
power  o  ft!  le  network  lo  work 
for  managers  by  letting  tkem 
share  voice,  video,  and  data  no 
matter  where  bhey  are.  ♦  The 
result:  networked  computing 
from  Sun  gives  World  Cup 
staff  the  power  to  make  accu- 
rate decisions,  and  the  network- 
ed flexibility  to  make  them 
when  needed.  <#■  Which  may  he 
why,  as  the  World  Cup  games 
are  kicked  across  America,  a 
tew  eves  may  also  he  on  the 
computer  system  that  was 
judged  simple  to  use,  vet  pow- 
erful enough  to  manage  the 
world  s  largest  sporting  event. 
C  More  than  1  35,000  busi- 
nesses are  using  Sun  systems, 
powered  by  the  SPARC  chip 
and  the  Solaris'  operating 
environment,  to  gain  a  compet- 
itive advantage.   Io  learn  how 
your  business  can  benefit,  call 

L-800-426-532  L,  ext.  755. 


wSun 


xclusive  Computer  Supplier 
To  The  1994  World  Cup 


SANTA  FE,  TAOS, 
AND. ..BISBEE? 


J 


ames  R.  Burnett,  the  Bisbee  Ob- 
server's "Barnyard  Philosopher," 
hopes  to  erect  a  statue  to  the  Un- 
known Hippie  who  discovered  Bisbee  in 
the  1970s,  after  Phelps  Dodge  Corp.  shut 
the  copper  mines  in  this  Arizona  town. 
The  hippies  turned  Bisbee  into  an  arts 
colony,  with  some  100  writers  and  arti- 
sans, that  helped  restart  the  economy. 

Burnett  is  less  keen  on  immortaliz- 
ing the  First  Californian 
who  followed  the  hippies. 
Once  Bisbee  was  firmly 
established  as  an  arts  col- 
ony, it  was  discovered  by 
other  outsiders,  many  o 
them  stressed-out  refu- 
gees from  the  Golden 
State.  Burnett  settles 
down  over  his  salad  at 
the  Copper  Queen  Hotel, 
then  admits  that  the  Ca 
ifornians  "haven't  hurt  us 
any.  I'm  hoping  they  wi 
mellow  out." 

They  probably  will,  be- 
cause Bisbee  does  seem 
to   have   that  effei 
'eop 


salmon  and  asparagus  crepes.  It's  popu- 
lar with  locals— but  also  with  tourists, 
who  are  coming  here  in  increasing  num- 
bers as  word  spreads  about  Bisbee's  out- 
of-the-way  charm. 

This  quaint,  turn-of-the-century  copper 
town  of  0,300,  near  the  Mexican  border 
and  200  miles  from  Phoenix,  is  a  jumble 
of  miners'  shacks  and  Victorian  cottages 
studding  the  steep  slopes  of  the  Mule 


Mountains  canyon.  Long  flights  of  si 
like  zippers  against  the  hillsides,  d\ 
Bisbee  today.  The  Green  Tomatoz, 
cal  singing  group,  pay  tribute  to 
steps  in  their  song,  Driving  in  Yourl 
"Someone's  seen  her  around— up 
stairs,  down  the  stairs. . . ."  Insteaj 
a  marathon,  Bisbee  has  an  annual  s 
climb— 500  people  race  up  1,001  ste; 

The  town  is  so  steep,  it  reminds 
of  Central  City,  Colo.,  where  it  was 
the  ashes  thrown  out  of  a  house  on 
of  the  mountain  landed  in  the  chin 
of  the  next  house  below.  Bisbee  rem 
others  of  another  Colorado  town. 
Aspen  30  years  ago"— without  the  sk 
says  Daly  Nelson  who  moved  here 
year  from  Aspen  to  write.  She  lives 
miner's  cottage  on  Laundry  Hi 


nection  here, 
Kass,  a  former  Coloradan  who  connected 
with  the  town  in  l!t<->!t.  He  worked  on 
the  chow  line  at  the  state  prison  in 
Douglas,  then  delivered  baked  goods 
around  Bisbee.  Last  summer,  he  opene< 
Cafe  Roka  in  the  former  Tavern  Bar, 
an  old  mining-era  saloon.  Cafe  Roka 
serves  such  fare  as  penne  with  smoked 
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proximately    lb  steps  ui 
Nelson,  along  with  op 
er  newcomers,  raves  ab(l 
the  climate,  the  art  galll 
ies  and  crafts  boutiqul 
the  historic  buildings  til 
One   Old   Bisbee's   narrow,  crook! 
streets— and  the  low  living  costs.  Tie 
town  is  a  refuge  for  artists,  such  I 
painter  and  gallery  owner  Judy  Perl 
who  can't  afford  Santa  Fe's  high  pricJ 
and  folks  who've  turned  their  backs 
Aspen's  celebrity-studded  lifestyle. 

Nelson  is  part  of  the  new  wave  w| 
come  "with  more  than  a  shoestring,' 
Shirl  Negus  puts  it.  She  and  her  hifl 
band,  Marc,  are  recent  arrivals.  Th| 
worked  for  Apple  Computer  Inc.  in  C- 
pertino,  Calif.,  until  they  got  fed  up  wil 
the  hour-long  commute  from  Fremor; 
Two  years  ago,  they  sold  their  hou; 
and  paid  $240,000  for  an  old  elemental'! 


Li  ! 


TIME 


"I  know  what  time  is,"  said  Augustine  of 
Hippo,  (5th  century  philosopher).  "But  it 
someone  asks  me,  I  cannot  tell  them." 

The  meanings  of  time  boggle  the  mind. 
Personal  and  global.  Abstract  and  concrete. 
A  picosecond  and  eternity.  A  lifetime. 

The  precipices  of  Monument  Valley  are 
said  to  be  "time  worn."  And  yet  any  earthy 
geological  era  is  but  a  blink  in  the  time 
frame  of  the  universe. 


Concord  Steeplechase™ 
ncl  bracelet  are  sculpted 
solid  stainless  steel  and 
18K gold.  Swiss  quart;. 
Water  resistant  to  99  ft. 
Invitingly  priced. 


TOURNEAU 

ork  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 
1-800-348-3332 


As  a  species  we  are  obsessed  by  marking 
and  measuring  time. 

It  is  why  Stonehenge  was  built;  it  is  what 
consumes  the  brain  of  our  most  brilliant 
astrophysicist.  (And  should  he  prove  that  in 
the  black  holes  of  space,  time  travels  back- 
wards... what  then?) 

Time  is  our  most  precious  commodity. 
Perhaps  this  is  why  the  making  of  a  line 
watch  is  said  to  be  a  "time-honored"  craft. 


CONCORD 


Watchmakers  Since  1908 

SWISS 


school  in  Bisbee,  which  they  run  as  the 
Schoolhouse  Inn,  a  bed-and-breakfast 
with  nine  guest  rooms. 

"The  seller  [told  Bisbeeites  that]  a 
California  couple  was  buying  the  place, 
and  we  thought  we'd  be  shunned,"  says 
Negus.  Instead,  when  they  arrived  in 
Bisbee,  they  found  a  note  from  neigh- 
bors, inviting  them  for  dessert.  The  cou- 
ple hung  their  California  license  plate 
next  to  the  front  door  to  remind  them  of 
their  old  life. 

The  Neguses  and  others  are  driving 
up  prices  in  Bisbee.  Houses  that  sold 
for  $5,000  to  the  hippies  now  fetch  as 
much  as  $50,000.  Commercial  properties 
have  gone  from  $15,000  to  $150,000.  Real 
estate  has  gone  up  .'300%  over  the  past 


Apache  scares  in  the  early  days,  school- 
children hid  in  mine  tunnels.  In  1917, 
when  the  Industrial  Workers  of  the 
World  called  a  strike,  1,200  Wobblies 
were  loaded  into  cattle  cars  and  clumped 
in  the  desert  to  fend  for  themselves. 
newcomers.  By  1951,  Phelps  Dodge  had 
turned  to  surface  mining,  opening  the  gi- 
ant Lavender  Pit,  which  didn't  get  its 
name  for  its  colorful  hues  but  from  mine 
manager  Harrison  Lavender.  A  centu- 
ry of  copper  mining  ended  in  1974, 
and  shortly  afterward,  Bisbee's  popu- 
lation dropped  to  as  little  as  5,500. 
Now,  city  and  county  governments 
are  the  biggest  employers.  A  number 
of  newcomers  find  service  jobs,  but 
many  are  retirees  or  trust-fund  ba- 


"There  are  no  conveniences  here," 
Sonja  Templeton,  a  potter  who  nu 
from  Tempe  two  years  ago  because 
bee  is  a  place  where  "you  can  we 
purple  hat  and  not  stand  out  i 
crowd."  Even  Mayor  Mike  "Lefty" 
ovich  concedes  that  "people  aren't  gi 
to  climb  them  stairs  and  walk  tl 
hills."  If  they  would,  says  artist  Care 
Norton,  the  town  could  always  publ: 
Bisbee's  scorpu 


three  years,  "and  I  don't  know  when  it 
will  peak,"  says  Rosalie  Butler,  a  realtor 
here  for  21  years. 

"BUILT  ON  GRIT."  Of  course,  apprecia- 
tion's not  all  bad,  says  City  Treasurer 
Jeri  M.  Dustir  as  she  shows  me  around 
Old  Bisbee.  "With  mortgages,  you  have 
to  pay  attention  to  cash  flow.  That 
means  more  attention  to  marketing  and 
customer  service."  New  people  are  put- 
ting money  into  old  buildings,  but 
they're  trying  hard  not  to  "oversanitize." 
Says  Dustir:  "It's  a  town  built  on  grit." 

Nobody  ever  accused  Bisbee  of  being 
oversanitized  in  the  past.  Founded  in 
1880,  "the  Queen  of  the  Copper  Camps" 
was  a  rough-and-tumble  place  with  a 
population  of  35,000  early  in  the  century. 
Technically,  Bisbee  wasn't  a  company 
town,  but  it  was  dominated  by  Phelps 
Dodge,  and  it  was  one  of  the  country's 
biggest    copper    producers.  During 


bies,  known  in  Bisbee  as  "lucky  sperm- 
club  members." 

Bisbee  has  so  far  escaped  the  real  es- 
tate hucksters  and  speculators  who  have 
a  knack  for  finding  hot  towns.  There 
are  no  condos  or  townhouses,  no  subdivi- 
sions or  resort  hotels.  A  big  San  Fran- 
cisco developer  came  into  Bisbee  a  few 
years  ago,  buying  up  the  YMCA,  the 
Pythian  Castle,  and  other  landmarks. 
But  "Bisbee  has  a  way  of  grinding  up 
money  and  grinding  up  people,  and  by 
the  time  Bisbee  got  through  with  them, 
the  boys  ultimately  went  broke,"  says 
Barnyard  Philosopher  Burnett.  Adds 
Stephen  M.  Desens,  superior  court  judge 
for  Cochise  County:  "That  soured  the 
town  on  loudmouths  who  show  up  and 
say:  'I'm  your  savior."  " 

The  things  that  make  Bisbee  unat- 
tractive to  hard-nosed  investors  makes 
it  a  haven  for  Bisbee's  newcomers. 


JUDY  PERRY  AT  HER  ART  GALLERY 
AND  PYTHIAN  CASTLE:  BIG-TIME 
DEVELOPERS  HAVE  FOUND  BISBEE 
ROUGH  GOING.  THERE  ARE  NO 
CONDOS,  NO  TOWNHOUSES,  NO 
SUBDIVISIONS,  NO  RESORT  HOTELS 

snakes,  and  kissing  bugs,  which  attack 
the  night  and  leave  swollen  blotches  c 
arms  and  legs.  Norton  lived  in  San 
Fe  for  17  years  before  she  threw  ever; 
thing  into  her  pickup  and  headed  f( 
Bisbee  last  year.  Bisbee's  best  hope,  sh 
says,  is  that  "when  people  come  her 
they  will  think  it's  good  enough  an 
won't  gold-leaf  it." 

I  hope  she's  right,  but  I've  lived 
the  West  a  long  time,  and  I  remembe 
when  Aspen,  Santa  Fe,  Taos,  Sedon 
and  other  spots  were  charming,  toe 
That  didn't  stop  speculators  and  jet-set 
ters  from  gilding  them.  Then,  as  I  clim 
up  the  mountain  for  a  last  look  down 
put  my  money  on  Lefty  Lazovich.  Then 
stairs  and  them  hills  are  a  killer. 

SANDRA  D.  ATCHISOt 
Correspondent  Atchison  is  based  in  Derive, 
and  often  writes  about  small  tenons  in  th 
West. 
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j^Jmencan  companies  are  receiving  accolades  from  around  the  world  for  their  renewed 
commitment  to  quality  products.  Our  economic  health,  however,  also  depends  upon 
efficient  systems  of  transportation  If  America  is  to  remain  a  leader  in  the  global  economy, 
we  must  maintain  and  improve  our  highways,  rails,  airports  and  waterways. 

At  The  CIT  Group,  we  fund  the  companies  who  rebuild  our  infrastructure 
We've  committed  $5  billion  in  financing  in  1994,  much  of  which  will  go  to  construction 
and  transportation  firms.  As  America's  most  experienced  asset-based  lender,  CIT  helps 
companies  access  the  value  of  their  resources  for  the  money  they  need  to  grow 

To  find  out  how  The  CIT  Group  can  help  you,  call  1-800-54  5-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


STANDING  FIRM:  A  VICE-PRESIDENTIAL  MEMOIR 

By  Dan  Quayle 

HarperCollins/Zondervan  •  402pp  •  $25 


DAN  QUAYLE, 

NO  WARTS  AND  ALL 


w 


an  Quayle  believes  he  is  heir  to 
the  legacies  of  Richard  Nixon  and 
Ronald  Reagan:  After  their  polit- 
ical obituaries  were  written,  they  rose 
from  the  dead  to  become  President. 
Quayle  is  convinced  he  shares  that  des- 
tiny, and  that  dream— or  delusion— has 
led  him  to  write  Standing 
Firm:  A  Vice-Presidential 
Memoir.  The  most  ridi- 
culed Vice-President  in 
history  sets  out  to  prove 
that  a  cabal  of  liberal 
Baby  Boomers  in  the  me- 
dia conspired  to  destroy 
him.  Why?  They  couldn't 
bear  that  the  first  mem- 
ber of  their  generation  to 
reach  high  office  was— 
ugh!— a  conservative. 

To  his  credit,  Quayle 
has  penned  a  refreshingly 
honest  book  for  a  politi- 
cian, particularly  one  who 
thinks  he  has  a  future.  He 
accurately  captures  the 
Bush  Administration's  key 
players,  from  George 
Bush  with  his  wishy-washy  domestic  in- 
stincts to  James  A.  Baker  III  with  his 
self-promoting  manipulativeness.  He 
makes  a  compelling  case  that  the  press 
was  grossly  unfair  in  casting  him  as  a 
dim  bull).  And  he  admits  his  errors. 
During  the  198c!  campaign,  he  says,  "my 
biggest  mistake  was  allowing  myself  to 


lie  put  in  a  position  where  I  couldn't 
take  responsibility  for  anything." 

But  when  it  comes  to  proving  that  he's 
Presidential  timber,  Quayle  falls  short. 
Missing  are  deep  thoughts,  insights,  or 
any  agenda.  He  devotes  a  chapter  to  the 
infamous  "potatoe"  incident  but  doesn't 


hile  refreshingly 
holiest,  Quayle's  book 
is  devoid  of  deep 
thoughts,  insights, 
or  any  political  agenda 


say  what  he  would  do  as  President. 

Open-minded  readers  will  conclude 
that  Quayle  is  not  a  nitwit.  But  they 
also  will  come  away  with  an  impression 
of  a  man  who  naively  overestimates  his 
talents.  Quayle  boasts  of  his  prowess  in 
19<X0,  when  he  knocked  off  incumbent 
Senator  Birch  Bayh,  a  "giant"  in  Indiana 


politics.  What  he  neglects  to  note  is  th 
his  election  had  a  lot  to  do  with  Rona 
Reagan's  coattails,  which  carried  in 
office  a  group  of  conservative  GOP  sen 
tors  so  talentless  that  they  were  dubb< 
the  "Conehead  Caucus."  And  Quayle  mi 
produce  snickers  when  he  confides  th 
after  his  lopsided  1986  reelection: 
briefly  contemplated  making  a  run  I 
the  Presidency  myself  in  1988." 

Quayle  makes  the  same  mistake  d 
scribing  his  Vice-Presidency.  He  tak 
more  credit  than  he  deserves  for  sha 
ing  policy  and  influencing  events, 
when  he  had  to  fill  in  for  Bush  to  he 
crush  a  coup  attempt  against  Philippiil 
President  Corazon  Aquino.  Standii 
Finn  is  at  its  best  whe 
Quayle  forgets  himse 
and  plays  observer.  Bu 
is  captured  as  a  Cor 
mander-in-Chief  who  r< 
ishes  conflicts  with  fo< 
abroad  but  fears  confro 
tations  with  domest 
aides.  Mikhail  Gorbacha 
is  revealed  as  an  insecuil 
blowhard,  Margar 
Thatcher  is  depicted  as 
stern  governess,  and  Ja<| 
Kemp  is  dismissed  as  | 
disloyal  egotist. 

History  buffs  will  thar: 
Quayle  for  this  view  fro 
within  the  White  Hous 
inner  circle.  But  would-li 
voters  who  aren't  alreacj 
sympathetic  will  percen! 
a  man  more  obsessed  with  correctirj 
the  record  than  getting  on  with  his  lift 
If  Quayle  expects  to  have  a  political  fl 
ture,  he  had  better  hope  that  Standii 
Firm  doesn't  become  a  best-seller. 

BY  OWEN  ULLMANj 
Washington  News  Editor  Ullmann  co 
ered  the  Bush  White  House. 
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THE  CHOICE 

By  Russell  D.  Roberts 

Prentice  Hall  •  1 13pp  •  $11.95 

FREE-TRADE  FANTASY 


Trade  isn't  what  you'd  call  a  sexy 
subject.  While  trade  policy  pro- 
foundly shapes  the  lives  of  ordi- 
nary Americans,  the  topic  puts  most  of 
them  to  sleep. 

In  The  Choice:  A  Fable  of  Free  Trade 
and  Protectionism,  Russell  I).  Roberts 
of  the  Olin  School  of  Business  at  Wash- 
ington University  of  St.  Louis,  pierces 
the  fog.  The  book,  a  populist  defense  of 
free  trade,  puts  the  complex  macro-eco- 
nomic issues  surrounding  the  North 


American  Free  Trade  Agreement  and 
the  emerging  global  economy  into  under- 
standable terms.  And  it's  fun  to  read- 
honest. 

Roberts'  conceit  is  pure  Capra-corn. 
Calling  to  mind  It's  a  Wonderful  Life, 
he  sends  18th  century  English  econo- 
mist David  Ricardo  back  to  earth.  It's 
1900,  and  U.  S.  sales  of  Japanese  TVs 
are  starting  a  surge  that  will  drive  vir- 
tually every  U.S.  maker  out  of  the  busi- 
ness. Ricardo's  mission:  Stop  an  opportu- 
nistic senator  from  becoming  President 
and  closing  the  U.  S.  to  exports. 

The  angel/economist  finds  Ed  John- 
son, a  very  Midwestern  CEO  of  a  TV  mak- 
er, who  is  drawn  to  the  senator's  protec- 
tionism. To  set  him  straight,  Ricardo 
flashes  forward  to  what  America  will  be 
like  in  1995,  with  and  without  barriers. 


In  the  protectionist  U.  S.,  everyoi 
drives  a  Ford  Fairlane  or  a  Chevy  C 
price.  There  are  no  big-screen  TVs  < 
voice-controlled  computers.  Microso 
Corp.  ceo  Bill  Gates  is  a  mechanic.  (He 
a  car  nut.)  There's  no  Aladdin  movie 
Walt  Disney  Co.,  unable  to  sell  ahroa< 
folded  years  ago.  And  Ed's  daughtej 
who  under  free  trade  earns  an  MBA  ar| 
directs  a  company's  international  sales, 
living  a  decent,  dull  life  as  a  housewif 

Economist  Roberts  doesn't  gild  tl| 
lily.  Under  free  trade,  Ed  learns,  h 
business  will  eventually  fail,  and  h 
workers  will  lose  their  jobs.  Still,  Ef 
derails  the  senator's  quest.  The  ending 
a  surprise,  the  journey  a  pleasure.  Arj 
the  payoff  for  the  reader  is  a  broade; 
more  vivid  appreciation  of  trade  issue| 
BY  DOUGfAS  HARBREO 
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'  Excellence  is  a 
way  of  life  at 
Business  Week. 

The  editors  continue  to  find  new  ways 
to  offer  readers  more.  Groundbreaking 
stories,  prescient  information,  in-depth 
reportage— Business  Week  is  as 
resourceful  as  it  is  distinguished. " 


Alexander  Caldcr's 
stabile,  "Elephant" 


-From  the  presentation  announcing 
the  1994  Sational Magazine  Award 
for  General  Excellence  for  magazines 
with  circulations  over  I  nullum. 


We  are  extremely  honored  to  win  the  prestigious  National  Magazine  Award 
for  General  Excellence.  It  is  this  editorial  quality  that  makes 
Business  Week  the  worlds  leading  business  magazine-first  in  circulation, 
first  in  advertising  revenue,  and  first  in  editorial  honors. 


BusinessWeek 


Beyond  news.  Intelligence. 


©1994  McGraw-Hill. Inc 
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Northstar  System  by  Cadillac. 
You  feel  the  surge  of  its 


32-valve,  295-horsepower  V8 
you  reach  60  mph  in  7.5  secc  0 
the  Road-Sensing  Suspensio  : 
actually  reading  every  inch  o 
the  road. 
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Eldorado     Touring  Coupe 

Creating  A  Higher  Standard 


The  feedback  from  the  Speed- 
'  nsitive  Steering  grows  pro- 
^ssively  firmer  as  you  quickly 
ss  100  mph.  Of  course,  you 
lildn't  really  do  this  because 


you're  not  a  professional  driver 
on  a  closed  track.  But  if  you 
were,  the  full-range  Traction 
Control  assures  maximum  -rip 
as  you  approach  150  mph. 


IN  A  MATTER 


OF  SECONDS 


IT  CREATES 


A  HIGHER 


STANDARD 
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WILD  RIDE:  THE  RISE  AND  TRAGIC  FALL  OF  CALUMET  FARM  INC.,  AMERICA'S  PREMIER 
RACING  DYNASTY 

By  Ann  Hagedorn  Auerbach 
Henry  Holt  •  438pp  •  $22.50 

DEATH  OF 

A  THOROUGHBRED 


E 


c 


very  railbird  knows  the  old  saw 
about  how  to  make  a  small  fortune 
at  the  racetrack:  Start  with  a  large 
one.  Ann  Hagedorn  Auerbach's  Wild 
Ride:  The  Rise  and  Tragic  Fail  of  Calu- 
met Farm  Inc.,  America's  Premier  Rac- 
ing Dynasty  can  be  read  as  a  cautionary 
tale  that  demonstrates  the  bitter  truth 
of  that  joke. 

Thoroughbred  racing,  the  so-called 
sport  of  kings,  is  in  fact  the  sport  of 
sharpers  and  knaves.  Around  the  ovals, 
money  vanishes  as  quickly  as  the  hopes 
of  a  plunger  on  favorites 
when  his  1-10  phenome- 
non snaps  a  fragile  leg  on 
the  far  turn  and  tumbles 
into  the  dirt.  And,  as  the 
demise  of  Calumet  shows, 
millionaires  can  lose  cash 
just  as  fast  as  down-at- 
the-heels  horseplayers. 

Calumet  was  perhaps 
the  most  storied  stable  in 
the  history  of  Kentucky's 
bluegrass  region.  Its  strik- 
ing Devil's-red-and-blue 
silks  were  worn  by  the 
jockeys  of  eight  Kentucky 
Derby  winners— two  of 
which,  Whirlaway  and  Ci- 
tation, went  on  to  win 
American  racing's  Triple 
Crown  in  1941  and  1948, 
respectively.  For  more  than  70  years, 
Calumet  was  a  byword  for  consistency 
and  quality  both  on  the  track  and  in 
the  breeding  shed.  Today,  the  Calumet 
colors  belong  to  a  Brazilian  horseman 
who  bought  them  for  $12,000  at  auction 
in  March,  1992,  when  Calumet  Farm  and 
everything  on  it— down  to  the  last  bridle 
and  souvenir  julep  cup— were  sold  to 
pay  off  creditors. 

Wild  Ride,  which  recounts  the  origin, 
rise,  predominance,  and  precipitous  fall 
of  Calumet,  is  a  fascinating  tale,  with  a 
cast  of  characters  worthy  of  Dickens— or 
Runyon.  The  stable  was  founded  in  1924 
by  William  Monroe  Wright,  a  miller's 
son  and  Chicago-based  ace  salesman  who 
amassed  one  of  the  greatest  fortunes  in 
America  after  developing  an  improved 
baking  powder,  which  he  called  Calu- 
met. For  Wright,  who  enjoyed  a  good 
horse  and  the  thrill  of  a  sporting  wager, 


buying  a  407-acre  farm  in  Kentucky 
where  he  could  breed  and  raise  trotting 
horses  seemed  natural. 

Wright's  son  and  heir,  Warren,  was 
less  playful.  If  Dad  raked  in  the  beans, 
Warren  counted  them.  He  designed  a 
meticulously  itemized  expense  form  for 
Calumet  salespeople,  Auerbach  reports, 
and  then  had  clerks  make  random 
checks,  item  by  paltry  item.  When  hunt- 
ing dogs  at  a  Wright  country  home  got 
loose  and  killed  some  50  chickens,  War- 
ren had  an  employee  peddle  the  fowl  in 


alumet  Farm 


was  worth  $37  million 
in  '82.  By  '91,  it  was 
bankrupt  —  owing 
more  than  $100  million 


the  streets  of  Chicago.  Then,  Warren 
engineered  one  of  the  biggest  mergers 
of  the  1920s,  the  $32  million  buyout  of 
Calumet  by  Postum,  one  of  the  major 
deals  on  the  way  to  the  birth  of  Gener- 
al Foods  Corp. 

Squeezed  out,  Dad  retired  to  Lexing- 
ton to  enjoy  his  horses;  by  now,  he  kept 
Thoroughbreds.  And  Warren,  though  he 
whined  about  the  expense,  kept  Calu- 
met going  in  his  turn.  For  60  years,  the 
stable  flourished.  There  were  lots  of 
winners  and  plenty  of  glory— peaking 
with  the  1978  rivalry  between  Calumet's 
Alydar  and  Affirmed,  Harbor  View 
Farm's  Triple  Crown  champion. 

In  1982,  though,  when  Calumet's  im- 
perious dowager  queen,  Lucille  Parker 
Wright  Markey,  died,  control  of  the  farm 
passed  to  her  grandchildren.  Effectively, 
the  stable  was  in  the  hands  of  grand- 
daughter Cindy  and  her  husband,  J.T. 


Lundy,  a  local  good  ol'  boy  who  h 
married  the  rich  girl  next  door. 

As  Auerbach  tells  it,  Lundy's  gre 
knew  no  bounds.  Much  of  the  book  d 
scribes  the  frenzied  dealmaking  a;I 
splurging  he  engaged  in  during  the  a 
go  years  of  the  1980s.  Calumet,  worl 
$37  million  when  Lucille  Markey  died 
with  money  in  the  bank  and  no  debt  [ 
speak  of— was  pillaged,  says  Auerbacl 
Lundy  inflated  the  value  of  Calumet  af 
its  horses,  used  breeding  rights  to 
stallions  as  a  kind  of  scrip,  and  hi 
rowed  fabulous  sums  from  banks.  Ai 
the  banks  happily  lent:  Thorough brej 
were  a  glamour  play.  Dubai's  Maktotf 
brothers  were  setting  record  prices 
yearlings  in  the  auction  ring,  and  purs) 
were  soaring.  Breeding  syndicates  proi 
ised  fast,  huge  returns.  The  pasturl 
around  Lexington  were  infected  wi[ 
get-rich-quick  fever,  and  Lundy  got  in] 
the  game  with  a  vengeance. 

Seasoned  racetrackers  have  anothl 
adage:  Scared  money 
ways  loses.  As  the  pyrj 
mid  of  notes,  insuranl 
premiums,  and  interej 
payments  began  to  con 
due  faster  and  fasts 
Lundy  scrambled  as  de 
perately  as  any  tinhorn 
get  even. 

A  former  reporter  f 
the  Wall  Street  Journ 
Auerbach  is  nothing  if 
thorough  in  telling  t 
tale  of  what  she  calls  "t 
Bluegrass  Bubble."  S 
guides  the  reader  throu 
the  tangled  thicket  of  c 
canery  as  well,  perha 
as  anyone  could— but 
ten  the  thread  is  lost, 
pail,  that's  because  Lun 


left  behind  such  a  mess  that  a  sm 
army  of  lawyers,  creditors,  executo 
and  judges  still  can't  figure  out  w 
owes  what  to  whom  or  where  all  t 
money— about  a  third  of  a  billion  d 
lars— went.  Finally,  in  '91,  Lundy  resign 
as  president,  and  Calumet  Farm,  owi 
more  than  $100  million,  was  forced 
file  for  protection  under  Chapter  11. 

At  the  1992  auction,  the  Calum 
name  and  acreage— the  horses  had  lo 
since  been  sold— were  bought  by  Hem 
De  Kwiatkowski,  a  multimillionaire  Ne 
York  aircraft  broker  and  horseman  wl 
already  had  a  pretty  fair  string  of  char 
pions.  He  has  promised  to  restoi 
Calumet's  fortunes  and  former  glory, 
he  does,  it'll  have  to  be  without  tho: 
Devil's-red-and-blue  silks. 

BY  CARt  DESEr- 

Desens  oversees  BUSINESS  WEEK 
sports-busmess  coverage. 
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HY  CHINA  IS  NO  PLACE 
IR  CLINTON  TO  SAVE  FACE 


31  DORNBUSCH 


Administration's 
ht  new  idea 
pplying 

e  sanctions  just 
hinese  public- 
or  enterprises — 
lousy  way  to 
note  openness 
democracy 


ORNBUSCH  IS  PROFESSOR  OF 
DMICS  AT  MASSACHUSETTS 
JTE  OF  TECHNOLOGY 


Continuing  most-favored-nation  status  for 
China  is  critically  important  for  Ameri- 
ca's security,  its  commercial  interests, 
and  the  spread  of  its  political  ideals.  By  June 
3,  President  Clinton  must  determine  on  what 
terms  China  will  have  access  to  the  U.  S.  mar- 
ket. If  human  rights  performance  in  China  is 
found  wanting,  MFN  will  go.  If  that  happens, 
the  duties  levied  on  imports  from  China  would 
rise  steeply,  making  them  much  less  competi- 
tive in  the  U.  S.  The  average  tariff  on  the 
top  20  imports  would  rise  from  7.2%  to  46.4%. 
On  toys,  for  example,  the  rate  would  move 
from  6.8%  to  70%.  Such  tariffs  would  make  it 
easy  for  U.  S.  trading  partners  that  do  enjoy 
MFN  status  to  outsell  China  in  the  U.  S. 

Using  trade  policy  to  push  through  even 
cosmetic  changes  in  China's  reprehensible  hu- 
man rights  record  has  failed.  At  the  risk  of 
stiff  penalties,  China  has  refused  to  allow  the 
U.  S.  to  meddle  in  its  internal  affairs.  Chinese 
leaders  are  keenly  aware  of  America's  ex- 
traordinary commercial  interest  in  their  do- 
mestic market.  But  they  are  taking  a  calculat- 
ed risk:  Clinton  and  his  advisers  can  live 
without  the  Chinese  better  than  China  can 
live  without  trade  access  to  the  U.  S. 

Loss  of  the  U.  S.  market  would  be  a  major 
disruption  of  the  Chinese  miracle,  though  not 
the  end  of  it.  But  Clinton  is  intensely  vulner- 
able on  the  issue  because  the  American  busi- 
ness community  is  looking  to  China  as  a  vast 
and  promising  market  over  the  next  two 
decades— much  more  so  than  Mexico,  which 
was  much  in  vogue  last  year,  or  for  that  mat- 
ter the  whole  of  Latin  America.  The  prospect 
of  selling  aircraft,  power  stations,  communica- 
tions systems,  franchises,  and  more  is  highly 
enticing. 

no  kowtowing.  The  debate  in  the  Clinton 
Administration  has  already  shifted— MFN  yes, 
but  not  without  strings.  The  bright  new  idea 
is  to  grant  MFN  status  for  the  private  sector 
but  to  target  public-sector-  enterprises  with 
selective  sanctions  to  enforce  workers'  rights 
and  human  rights  more  generally.  But  the  Ad- 
ministration has  already  lost  the  MFN  show- 
down, so  why  force  another  fight?  The  prime 
reason  is  to  save  face  for  the  President,  who 
in  the  campaign  promised  not  to  kowtow  to 
dictatorships. 

With  so  little  foreign-policy  credibility  left, 
and  with  so  little  chance  to  budge  China's 
leadership,  MFN  seems  a  particularly  unprom- 
ising place  to  make  a  stand:  Lower  hurdles 
might  present  better  opportunities.  The  pros- 
pect of  sanctions  will  stiffen  Beijing's  back, 
not  break  it.  U.  S.  companies  will  watch  Chi- 
na's orders  going  to  Japan  and  Europe,  where 


national  leaders  shirk  political  crusades  in  fa- 
vor of  jobs  and  profits. 

One  should  not  take  it  as  gospel  that  an  em- 
bargo on  Chinese  goods  will  force  progress 
on  human  rights  and  democracy.  Such  tactics 
have  never  worked.  In  Cuba,  investment  from 
Spain,  Mexico,  and  Canada  is  undercutting 
the  effectiveness  of  U.  S.  sanctions.  But  there 
is  a  striking  case  in  the  other  direction  in 
Mexico.  There,  economic  interaction  is  foster- 
ing the  opening  of  Mexican  society.  The  active 
engagement  of  U.  S.  business  in  the  context  of 
the  North  American  Free  Trade  Agreement 
has  pushed  the  Mexican  political  process  rap- 
idly and  broadly  toward  democracy. 
everyday  decency.  Trade  opening  and  modern- 
ization were  the  keys  to  an  irresistible  political 
and  social  maturation  of  Mexico.  This  would 
not  have  happened  without  the  active  involve- 
ment of  U.  S.  business  and  government.  The 
opening  of  Mexico  has  influenced  the  handling 
of  the  Chiapas  conflict,  the  investigation  of 
the  assassination  of  Donaldo  Colosio,  and  the 
provisions  for  clean  and  internationally  moni- 
tored elections.  The  opening  makes  people 
take  a  more  informed  view  of  the  standards 
by  which  they  demand  to  be  treated.  In  Mex- 
ico today,  the  middle  class  wants  democracy 
and  due  process  with  such  urgency  and  vehe- 
mence that  the  party  bosses  are  eyeing  the 
large  undecided  vote  with  apprehension. 

When  former  President  Carter  was  help- 
ing sell  NAFTA,  he  urged  the  U.  S.  to  move  to- 
ward closer  trade  ties  with  Mexico  to  pro- 
mote democracy  there.  The  same  argument 
can  be  made  for  China:  With  active  trade  and 
investment,  China  will  become  more  outward- 
looking— and  its  political  regime  more  at  odds 
with  the  world.  In  the  people's  business  deal- 
ings and  in  their  jobs  at  multinational  compa- 
nies, they  will  be  treated  by  world  standards. 
They  will  quite  naturally  start  to  expect  the 
same  in  the  political  sphere. 

In  everyday  dealings  with  China,  corpora- 
tions must  help  spread  a  culture  that  is  re- 
spectful of  workers'  rights.  Such  contacts  will 
provide  opportunities  to  show  disapproval  of 
the  human  rights  violations  of  the  day.  The 
President  himself  should  consider  visiting  Chi- 
na to  demonstrate  U.  S.  commitment  to  a  sta- 
ble and  open  China. 

Napoleon  once  said:  "Don't  wake  China,  or 
else  the  world  will  tremble."  China  has  awak- 
ened and  must  now  be  reckoned  with.  The 
best  way  to  engage  China  is  by  actively  inter- 
changing goods,  services,  ideas,  and  ideals. 
Attempts  to  bend  China's  will  by  trade  denial 
are  doomed  to  fail:  They  will  isolate  the  U.  S., 
not  China. 


/IIC  VIEWPOINT 
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Everyday 

we  help 

thousands 

of  women 

spoil  their 

children  early 

■ 


The  birth  of  a  child  is  one  of  the  most 
joyful  events  in  life.  Unfortunately,  too 
many  births  are  preceded  by  inadequate 
prenatal  care,  which  each  year  results 
in  thousands  of  newborns  facing  serious 
problems.  That's  why  we  at  CIGNA 

wnnbebT'""'*'''" 

Healthcare  have  an  approach  to  prenatal  care  that  borders  on  the  overprotective.  For 
example,  we've  developed  programs  in  which  we  identify  pregnancies  that  are  at  high  risk 


for  premature  birth,  so  that  proper  preventive  measures  can  be  taken.  And  so  more  babies 


can  be  born  full-term.  Actually,  preventive  care  is  our  major  emphasis  for  all  children,  with 


routine  well-baby  examinations  and  immunizations  part  of  our  coverage.  It's  just  one  of 
the  ways  over  25,000  professionals  at  CIGNA  HealthCare  serve  over  10,000,000  people. 
It's  also  an  example  of  our  company-wide  commitment  to  treat  all  customers  not  only 
with  the  utmost  of  skill,  but  with  compassion  and  caring.  And  that  includes  each  and 


every  new  baby  born  into  our  care  every  day.  Because  nothing's  too  good  for  our  kids. 


CIGNA  HealthCare 

A  Business  of  Caring. 


conomic  Trends 


BY  GENE  KORETZ 


A  BIG  U.S.  TAX  HIKE 
SHOULD  HASTEN 
SMOKING'S  DECLINE... 


Cigarette  consumption  in  the  U.  S., 
which  plunged  26%  per  capita  be- 
tween 1981  and  1990,  appears  to  have 
leveled  off  in  recent  years.  And  while 
some  observers  attribute  this  to  a  new 
sybaritic  attitude  among  Americans, 
economist  Kenneth  E.  Warner  of  the 
University  of  Michigan  is  skeptical. 

According  to  Warner,  any  interrup- 
tion in  the  decline  of  tobacco  consump- 
tion in  America  is  "best  explained  as  a 
price  effect."  He  notes  that  despite  the 
recent  rash  of  federal  and  state  tax  in- 
creases, cigarette  cost  increases  for 
many  consumers  have  been  subdued.  In- 
deed, the  Agriculture  Dept.  estimates 
that  the  average  retail  price  of  a  pack  of 
cigarettes  in  February  was  about  8% 
below  its  year-earlier  level. 

The  saga  of  tobacco  cigarette  pricing 
in  the  U.  S.  reflects  the  industry's  shift- 
ing strategy  in  the  face  of  government 


CIGARETTE  CONSUMPTION: 
NO  LONGER  PLUMMETING? 
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efforts  to  discourage  smoking  and  boost 
tax  revenues.  It's  well-known  that 
though  price  hikes  can  reduce  cigarette 
use,  the  impact  is  less  than  proportion- 
ate: Economists  say  the  price  elasticity 
of  demand  is  about  0.4,  which  means  a 
10%  rise  in  the  real  price  of  smokes  in- 
duces a  4%  drop  in  consumption. 

In  the  1970s,  per  capita  cigarette  con- 
sumption rose  a  bit,  as  producers  react- 
ed to  rising  health  concerns  and  the  ban 
on  TV  advertising  by  keeping  price  hikes 
below  the  rate  of  inflation.  But  when 
Congress  moved  to  double  the  federal 
excise  tax  in  1983,  the  industry  began  to 
raise  prices  aggressively.  This  shift  pro- 


duced a  hefty  surge  in  profits.  It  also 
contributed  to  a  67%  rise  in  the  real 
price  of  cigarettes  between  1980  and 
1989  and  a  sharp  smoking  decline. 

Lately,  however,  tobacco  companies 
have  shifted  course  once  again.  As  tax 
hikes  accelerated  and  smokers'  resis- 
tance to  high  prices  grew,  the  output 
of  generic  cigarettes  has  soared.  Such 
discount  smokes,  which  cost  as  little  as 
half  that  of  regular  brands,  have  in- 
creased their  share  of  the  market  from 
15%  in  1989  to  about  40%  last  year. 

All  of  this  helps  explain  why  Philip 
Morris  Cos.  cut  the  price  of  Marlboros 
last  year,  touching  off  an  industrywide 
20%  drop  in  wholesale  prices  for  regular 
brands.  "With  a  big  boost  in  federal  tax- 
es in  the  offing,"  says  Warner,  "compa- 
nies are  evidently  worrying  more  about 
the  impact  of  rising  prices  on  demand." 


...AND  MIGHT  STIFFEN 
CANADIAN  PUFFERS' 
RESOLVE  TO  QUIT,  TOO 


Among  the  antismoking  activists 
most  eager  for  a  U.  S.  tax  hike  are 
those  in  Canada.  "Our  cigarette-tax  pol- 
icy and  the  future  health  of  our  citizens 
are  now  hostage  to  decisions  in  Wash- 
ington," declares  David  Sweanor  of 
Canada's  Non-Smokers'  Rights  Assn. 

It  didn't  seem  that  way  a  few  years 
ago.  In  the  early  1980s,  Canada's  feder- 
al and  provincial  governments  launched 
an  assault  on  smoking  with  outsize  tax 
increases  that  boosted  retail  prices  by 
152%  in  real  terms  from  1982  to  1992. ' 

The  results  were  gratifying:  In  that 
10-year  period,  as  cigarette-tax  revenues 
nationwide  nearly  quadrupled,  per  capi- 
ta consumption  fell  precipitously— 38% 
overall  and  nearly  60%  among  teenagers. 

Canada's  tobacco  industry,  largely 
subsidiaries  of  U.  S.  companies,  refused 
to  roll  over  and  play  dead,  however. 
When  sales  in  Canada  plummeted  in  the 
late  1980s,  exports  to  the  U.  S.  took  off. 
And  so  did  the  flow  of  cigarettes  smug- 
gled back,  mainly  via  Mohawk  Indian 
reservations  straddling  the  border. 

Because  the  flavor  of  Canadian  cig- 
arettes doesn't  appeal  to  Americans, 
there  had  never  been  much  mystery 
about  where  the  Canadian  exports  would 
end  up.  But  action  to  raise  taxes  on  ex- 
ports was  blocked  by  fears  that  the  in- 
dustry would  move  production  and  jobs 
out  of  Canada.  By  last  year,  smuggled 
smokes  accounted  for  some  25%  of  Cana- 
dian consumption  (and  perhaps  50%  in 
Quebec),  and  tax  revenues  were  falling. 

With  the  Liberal  Party  facing  charges 
of  impotence  and  a  threat  of  electoral 


defeat  in  Quebec,  Prime  Minister  Jea 
Chretien  slashed  taxes  early  this  yea! 
So  did  5  of  Canada's  10  provinces. 

The  upshot  is  that  Ottawa's  tax  takji 
is  now  running  about  50%  below  yeaj 
earlier  levels,  even  with  a  rise  in  Jl 
mestic-cigarette  sales.  Retail  prices  ij 
Ontario  and  Quebec,  which  were  doi||i 
ble  and  triple  those  across  the  border  I 
few  years  ago,  have  declined  50%  an  n 
are  now  below  prices  in  Michigan  anjj 
New  York.  And  consumption  is  rising.jp 

"Our  hopes,"  says  activist  SweanoH 
"now  rest  on  a  healthy  tax  increase  blj 
our  good  neighbor  to  the  south." 


IN  OFFICE  BUILDINGS. 
THEY'RE  SWITCHING 
THE  LIGHTS  BACK  ON 


The  absence  of  newly  completed  coj 
struction  projects,  combined  with 
pickup  in  leasing  rates,  is  turning  th 
long-depressed  office-building  mark( 
around.  Cushman  &  Wakefield  Inc.  n 
ports  that  the  national  vacancy  rate  f( 
business  districts  in  major  cities  droppe 
to  18.4%  in  the  first  quarter,  its  lowe: 
level  in  nearly  three  years.  And  in  th 
suburbs,  vacancies  fell  to  18.3%,  the  lov 
est  since  1985. 

There  are  even  sporadic  signs  of  ne' 
construction:  Economist  Robert  A.  Mu 
ray  of  McGraw-Hill  Inc.'s  F.W.  Dodg 
Div.  reports  that  such  activity  is  sti 
very  low  by  mid-1980s  standards  but 
now  able  to  show  an  occasional  health 
gain,  "at  least  in  percentage  terms." 


LONGER  JOB  HUNTS 
KEEP  INFLATION 
FROM  CATCHING  FIRE 


Laura  D' Andrea  Tyson,  head  of  th 
President's  Council  of  Economic  A< 
visers,  recently  suggested  that  the  nati 
ral  rate  of  unemployment— the  level  b< 
low  which  inflation  pressures  build- 
somewhere  between  5.9%  and  6.39 
Since  April's  jobless  rate  was  6.49 
that's  hardly  reassuring  news. 

Wall  Street  economist  Peter  L.  Ben 
stein  points  out,  however,  that  the  ave 
age  duration  of  unemployment  in  Apr 
was  19.1  weeks,  or  nearly  five  month. 
That's  up  from  17.5  weeks  a  year  ag\ 
and  way  above  the  13-week  averagl 
reached  at  similar  points  in  the  expai 
sions  following  the  deep  recessions  ( 
the  early  1970s  and  1980s. 

In  other  words,  "there's  a  lot  of  slac 
in  the  labor  market  and  virtually  n 
chance  of  a  cost-push  inflationary  cycle 
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The  Air  Force  has 


the  Stealth. 


Music  has  Sinatra 


Paris  has 


the  Eiffel  Tower. 


On  October 24, 1988,  Nissan  officially  unveiled     reputation  for  amazing  quality.  Made  top  ten  lis 


an  all-new  Maxima.  It  was  the first  automobile  to  And  by  the  time  1994  rolled  around,  the  Maxim 
give  high-priced  European  dream  sedans  a  run  for      had  become  the  best-selling  import  car  in  its  class j 


their  money.  It  offered  size,  style,  power,  grace  and 
two  vers  important  things  its  expensive  competition 


nine  consecutive  years. 

Now,  without further  ado,  we  proudly  introdi 


couldn't  match:  Outstanding  reliability  and  a  very 
reasonable  price  oj  entry. 

The  Maxima  experienced  a  meteoric  rise  to 
success.  Automobile  Magazine  hailed  it  "the  best 
$20,000  sedan  we've  ever  driven''*4 'Car  and  Driver 
said  "In  the  international  sports-sedan  (  lass,  we 
reckon  that  it's  gold-medal  material"1  It  gained  a 


you  to  our  latest  achievement:  the  1995  Maxim 
A  car  that  doesn't  merely  challenge  more 

expensive  luxury /performance  sedans— it  runs 

rings  around  them. 

Simply  stated,  the  new  Maxima  GXE  now 

boasts  an  amazing  V6  engine  that  weighs  100  lb 

less  than  tlie  engine  it  replaces.  It  generates  30  morl 


is 

■ 


l)ower  (for  a  total  of  190  hp)  and,  astonish- 
mough,  gets  10%  better  fuel  economy  (21  rnpg 
Hmpg  highway)  than  its  predecessor* 
vr  tliose  keeping  score  at  fw?rie,  all  this  equals 
rhing  0-60  times  that  are faster  them  a  1994 


Multi-link  Beam  Suspension  has  three  separate 
U.  S.  patents  pending  We  won't  go  into  a  great  .. 
amount  of  scientific  detail,  but  we  will  say  that  the 
new  Maxima  rides  quieter  and  smootJier  over  rough 
roads  than  a  Lexus  ES 300  and  can  outcorner 


1  Legen  d  LS,  a  Lexus  ES  300  and  a  Me  rcedes 
'  wh  ite  getting  gas  m  ileage  (believe  it  or  not) 
equal  to  the  far  less  powerful  four-cylinder 

2  Camry." 

\fter  our  engineers  were  satisfied  that  they'd 
itionized  the  power  plant,  they  decided  to  work 
ers  with  the  suspensio?i.  The  remarkable  new 


an  Acura  Legend  LS  with  relative  ease.§ 

Of  the  many  significant  improvements,  per- 
haps the  most  notable  is  the  increased  cabin  vol- 
ume. We've  added  more  leg  room,  more  shoulder 
room  and  moreliead  room  (which  mea  ns,  among 
other  things,  our  car  now  possesses  mo  re  head  room 
than  a  Rolls-Royce  Silver  Spur).  The  amount  of 


luxury  was  enlarged  as  well.  The  dash  and  door 
pa  nels  on  the  Maxima  GLE  are  now  graced  with 
beautiful  woodgrain  appointments.  The  GLE 
drivers  seat  is  now  electronically  adjustable  in 
eight  different  directions.  And  for  your  listening 


in  the  doors,  and  numerous  active-safety  capa- 
bilities which  are  intended  to  help  you  avoid  an 
accident  in  the  first  place. 

But  of  all  these  achievements,  perhaps  the 
most  remarkable  is  that  the  new  Maxima  can  still 


pleasu  re,  the  Maxima  GLE  offers  a  custom-built 
6 -speaker  Bose  stereo  system  with  a32-band 
graphic  equalizer  in  each  speaker  for  amazing 
clarity  and  concert  hall  full  balance  of  sound  as 
standard  equipment. 

By  this  point,  you've  no  doubt  recognized 
that  "new  and  improved"  has  become  something 
of  a  mantra  to  the  engineers  of  the  new  Maxima. 
The  area  of  safety,  of  course,  is  no  exception.  The 
Maxima  now  provides  its  passengers  with  stan- 
dard dual  airbags,  h  igh-strength  steel  pipe  bea  ms 


be  yours  for  a  starting  price  of  under  $20,000* 
And  that's  something  that  cant  be  said  for 

the  Stealth,  Frank  Sinatra,  or  that  rather  famous 

tower  in  Paris. 

For  a  free  video  and  the  opportunity  to 

learn  more  abou  t  the  remarkable  new  Maxima, 

simply  call  us  at  1-800-892-2440 

The  New  Nissan  Maxima. 


It's  time  to  expect  more from  a  car." 


Nissan  Motoi  Corporation  I  IS.  A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  Mh.  Bose  is  a  registered  trademark  of  Rose  Corporation. 
*MSRPfoi  1995  Maxima  GXE  5-speed  excluding  ta\e\,  title,  license,  destination  charge  and  optional  equipment. GXE  shown  with  optional  alloy  wheels. 
**Aulomobile  Magazine,  7/S>>.  tCar  and  Driver,  11/91.  tt  1995  E.P.A.  FuelEconomy  Estimates  21  city/28  hwy.  with  automatic;  22  city/27  hwy.  with  5-speed. 
I  'se  these  E.  P.A.  est /mates  /in  comparison  only.  Your  mileage  may  vary.  S  Based  on  independent  tests  conducted  by  A  MCI  using  1995  Maxima  GLE  vs.  1994  com- 
petitive sedans.  Interior  quietness  based  on  det  ibel  level.  Hide  smoothness  measured  from  driver's  seat. Cornering  based  on  speed  through  a  cornering  maneuver. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


V  MY  THE  FED  WILL 

I ANG  UP  ITS  GUNS  FOR  A  WHILE 


INFLATION  FALLS 
EVEN  LOWER 

\_       EXCLUDING  FOOD 

AND  ENERGY 

» 

CONSUMER  PRICES 
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■  t's  called  "banging  the  gong."  That's  the  colorful  de- 
1  scription  of  a  change  in  the  Federal  Reserve's  dis- 
I  count  rate,  the  rate  banks  pay  when  they  borrow 
1  a  the  central  bank.  Since  banks  rarely  visit  the  dis- 
ci it  window,  a  hike  in  the  discount  rate  does  little  to  de- 
li credit.  But  it  sends  a  mighty  noise,  accentuating  the 
I)  's  resolve  in  fighting  inflation. 

The  Fed  let  out  an  earsplit- 
ting  ring  at  its  May  17  policy 
meeting,  voting  unanimously  to 
boost  the  discount  rate  to  3.5%, 
from  3%.  The  federal  funds  rate 
was  also  lifted  by  half  a  point,  to 
4.25%.  The  Fed  has  raised  the 
fed  funds  rate  four  times  since 
Feb.  4,  to  its  highest  level  since 
December,  1991.  Faced  with  a 
higher  cost  of  funds,  commercial 
banks  immediately  boosted  their 
me  rates  by  half  a  point,  to  7.25%. 
When  announcing  the  move,  the  central  bank  said  its 
ions  "substantially  remove"  the  monetary  accommoda- 
n  of  1993.  The  interpretation:  After  four  months  of 
uching  toward  neutrality,  the  Fed  has  finally  raised 
i  inflation-adjusted  fed  funds  rate  to  where  it  neither 
|  Ips  nor  hinders  the  economy.  That  doesn't  preclude  an- 
ler  move  later  on,  but  it  signals  that  the  hikes  are 
er  for  now. 

THUMBS  UP   Waiting  for  the  Fed  to  act  was  the  finan- 
FROM  THE     cial  markets'  equivalent  of  pacing  around  a 
CREDIT         maternity  ward.  No  recent  policy  move 
MARKETS      was  so  keenly  anticipated— or  so  richly 
i  warded  (page  34).  Stock  and  bond  prices  soared  after 
J  e  news  was  released  on  Tuesday  afternoon.  By  day's 
id,  the  yield  on  a  30-year  Treasury  bond  fell  to  7.26%, 
om  7.44%  on  May  16.  And  the  Dow  Jones  industrial 
i  /erage  gained  49  points. 

=  Interestingly,  the  hike  didn't  help  the  U.  S.  dollar,  even 
:  lough  the  Fed's  move  was  a  mirror  image  to  the  half- 
I  )int  slice  in  German  interest  rates  taken  by  the  Bundes- 
ank  on  May  11— a  cut  matched  by  other  central  banks, 
he  decoupling  of  U.  S.  and  European  rates  should  buoy 
le  dollar.  Although  the  Fed  has  not  voiced  any  preference 
n  exchange  rates,  a  stronger  dollar  prevents  inflation 
•om  being  imported  through  higher  prices  for  goods 
lade  overseas. 
Looking  at  the  price  data  for  April,  though,  you  have  to 
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wonder  what  the  hubbub  is  about  (chart).  Both  the  0.1% 
drop  in  producer  prices  of  finished  goods  and  the  0.1%  rise 
in  consumer  prices  were  better  than  expected.  So,  too,  the 
latest  news  on  retail  sales,  industrial  production,  and 
housing  starts  hardly  points  to  an  overheating  economy. 

Producer  prices  are  actually  down  0.4%  from  a  year 
ago,  and  prices  of  intermediate  and  raw  materials  are 
about  flat.  At  the  consumer  level,  overall  inflation  is  run- 
ning at  a  2.4%  yearly  pace,  and  the  core  rate— which  ex- 
cludes volatile  food  and  energy  prices— is  just  2.7%,  the 
slowest  inflation  rate  in  21  years. 

The  first  hints  of  price  pres- 
sures are  sure  to  show  up  in  ser- 
vices. The  problem  for  monetary 
policy  is  that  demand  for  servic- 
es is  less  sensitive  to  rising  inter- 
est rates.  So  far,  though,  service 
inflation  remains  quiescent.  In 
the  first  four  months  of  1994, 
core  service  prices  are  up  at  a 
3.7%  annual  rate,  down  from 
their  4.2%  pace  in  the  same  peri- 
od of  1993. 

Will  service  inflation  slow  further?  Probably  not,  be- 
cause the  cost  of  shelter  accounts  for  almost  half  of  service 
prices.  And  since  home  values  are  rising  in  most  regions, 
price  increases  for  shelter  have  stabilized,  at  a  3%  yearly 
pace.  That  effectively  puts  a  floor  under  how  low  service 
inflation  can  go. 

A  speedup  in  service  inflation,  though,  also  seems  un- 
likely in  the  near  future.  Low  wage  growth,  plus  the 
push  for  productivity,  mean  cost  pressures  aren't  building 
in  the  service  sector.  Prices  for  goods  show  no  sign  of  in- 
creasing, either.  They're  up  only  0.9%  from  a  year  ago. 

GROWTH  The  Fed  said  its  moves  were  "designed 
IS  HOT  to  maintain  favorable  trends  in  inflation 

OUT  OF  and  thereby  sustain  the  economic  expan- 
HAHD  sion."  If  so,  then  the  news  from  the  indus- 

trial sector  should  hearten  the  Fed  (chart). 

The  data  indicate  that  output  is  expanding  at  about  a 
3%  annual  pace  this  spring,  well  below  the  7.5%  gallop  of 
the  previous  two  quarters.  Higher  interest  rates  could 
slow  growth  a  bit  more  in  the  second  half  of  1994.  That's 
the  Fed's  goal,  of  course:  With  low  rates  no  longer  stoking 
demand,  businesses  won't  be  able  to  mark  up  prices. 

Production  at  the  nation's  factories,  mines,  and  util- 
ities rose  0.3%  in  April,  smaller  than  the  advances  of 
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previous  months.  A  cutback  in  the  production  of  autos  and 
light  trucks  accounted  for  some  of  the  slowdown.  Vehicle 
assemblies  fell  by  3.2%,  to  an  annual  rate  of  12.2  million. 

Auto  maker's,  however,  were  running  at  full  capacity  in 
the  first  quarter,  so  the  production  decline  was  expected. 
Elsewhere,  manufacturers  of  computers,  tobacco,  and  ap- 
parel posted  strong  gains  in  April. 

Industry  used  83.6%  of  its  capacity  in  April,  unchanged 
from  March,  even  with  the  gain  in  output.  That's  not 
surprising,  given  the  stellar  growth  in  factory  produc- 
tivity. Output  can  grow  at  a  steady  rate  with  little  push 
on  capacity. 

I CONSUMERS  Future  gains  in  factory  output  will  prob- 
ARE  JUST  ably  be  smaller  than  in  the  first  quarter 
TAKING  A  because  consumer  spending  is  downshift- 
BREATHER  jng)  partly  in  response  to  higher  rates. 
The  Fed  tightening  will  likely  have  the  greatest  effect  on 
consumers  who  are  buying  homes,  but  purchases  of 
durable  goods  will  slow,  too. 

Housing  isn't  in  trouble  yet 
(chart).  True,  housing  starts 
dropped  2.5%  in  April,  to  an  an- 
nual rate  of  1.45  million.  Howev- 
er, starts  in  February  and  March 
were  revised  higher,  so  builders 
remain  busy.  Moreover,  permits 
rose  4.4%  in  April.  That's  an- 
other sign  that  home  construc- 
tion will  continue  to  be  a  con- 
tributor to  the  economy  this 
quarter. 

Of  course,  rates  will  eventually  hurt.  That's  why  the 
National  Association  of  Home  Builders  has  lowered  its 
1994  forecast.  Instead  of  1.43  million  starts  this  year,  the 
nahb  now  expects  1.38  million  homes  to  be  built.  Starts 
will  slip  to  1.37  million  in  1995,  the  trade  group  says. 

In  addition  to  buying  fewer  homes,  consumers  are  also 
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likely  to  buy  less  of  everything.  The  flood  of  low-r| 
mortgage  refinancings  bankrolled  the  yearlong  spree! 
cars,  furniture,  and  appliances.  So  a  slowdown  now  i 
unusual— or  worrisome.  By  making  credit  cards  and  ho 
equity  loans  more  expensive,  the  Fed  is  applying 
brake  on  consumers. 

Shoppers  took  a  breather  in  April,  but  they  splur; 
more  in  the  winter  than  was  first  reported.  Retail  s; 
fell  0.8%  last  month,  but  the  Commerce  Dept.  revi 
the  February  and  March  data  much  higher  (chart).  Th 
a  tip-off  that  consumer  spending  added  strongly 
first-quarter  gross  domestic  product. 

The  decline  in  April  was  wide- 
spread among  retailers,  so  the 
drop  was  likely  caused  by  more 
than  just  an  earlier-than-usual 
Easter  shifting  of  purchases  into 
March.  Even  so,  retail  volume 
adjusted  for  price  changes  is 
well  above  its  first-quarter  level. 

Fewer  sales  rung  up  in  April 
suggest  that  stores  may  slow 
their  ordering  from  factories  in 
order  to  avoid  excess  inventory- 
building.  Penny- watching  retailers  are  well  aware  th 
the  Fed  hikes  lift  the  cost  of  carrying  merchandise. 

It  isn't  surprising,  then,  that  companies  in  general  a 
cautious  about  their  inventories.  The  Commerce  De 
reported  that  business  inventories  fell  0.2%  in  Marc 
even  as  sales  surged  1.2%.  At  the  March  sales  rate,  bu 
nesses  hold  only  1.39  months'  worth  of  inventory— o 
of  the  lowest  inventory-sales  ratios  on  record. 

Slower  inventory  building  will  be  just  one  credit-r 
lated  drag  on  the  economy.  For  the  Fed,  banging  t 
gong  is  inflation  insurance.  For  businesses  connected  t 
housing  and  durable  goods,  the  message  from  the  late; 
rate  hike  is  ringing  loud  and  clear:  Low  interest  rates  wi] 
no  longer  add  lift  to  the  U.  S.  economy. 
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THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 


Wednesday,  May  25,  8:30  cum. 
New  orders  taken  by  durable-goods 
manufacturers  probably  edged  up  by  a 
small  0.2%  in  April,  after  a  0.8%  in- 
crease in  March  and  a  1.8%  decline  in 
February.  That's  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
The  falloff  in  auto  and  truck  output  last 
month  indicates  that  orders  for  motor 
vehicles  fell.  Aircraft  demand  was  prob- 
ably weak  as  well.  Shipments  of  dur- 
able goods  were  likely  unchanged  in 
April,  after  rising  0.7%  in  March.  The 
small  rise  in  new  demand  suggests  that 
the  backlog  of  unfilled  orders  probably 


fell  again  in  April  after  dropping  0.1%  in 
both  February  and  March. 

EXISTING  HOME  SALES  

Wednesday,  May  25,  8:^5  cum. 
Existing  homes  likely  sold  at  an  annual 
rate  of  4.15  million  in  April,  up  from 
their  4.06  million  pace  in  March.  Buyers 
are  rushing  to  purchase  homes  before 
mortgage  rates  rise  even  higher. 

GROSS  DOMESTIC  PRODUCT  

Friday,  May  27,  8:30  cum. 
The  Commerce  Dept.'s  second  look  at 
the  fii-st-quarter  economy  will  probably 
show  that  real  GDP  grew  at  a  2.2%  annu- 
al rate  instead  of  the  2.6%  pace  first  re- 
ported, say  the  MMS  economists.  Higher 


consumer  spending  and  homebuildinj 
likely  offset  a  downward  refiguring  in  ir 
ventory  accumulation.  The  econom 
jumped  at  a  7%  clip  in  the  fourth  quar 
ter,  but  growth  is  expected  to  sett! 
down  to  about  3%  for  the  next  tw< 
quarters  of  1994. 

CORPORATE  PROFITS 


Friday,  May  27,  8:30  cum. 
Corporate  operating  profits  in  the  first 
quarter  probably  increased  by  about  2% 
from  the  fourth  quarter.  That's  a  steep! 
16%  above  earnings  in  the  first  quarter 
of  1993.  Profits,  which  will  be  reported 
along  with  the  revised  GDP  data,  have 
been  surging  thanks  to  coi-porate  cost 
cutting  and  stronger  demand. 
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Give  her  your  closest  shave.  The  Norelco  Razor. 


our  innovative 


shaving  groove  to  help  move 
your  beard  closer,  the  Norelco* 
"Lift  and  Cut",  system  can 
shave  substantially  closer. 


Still,  the  most  exciting 
thing  about  the  latest  Norelco 
isn't  what  happens  while  you 
shave,  but  alter. 


The  CjNoreicc?  Razor.  Our  Closest  Shave.  Ever. 
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BUT  WILL  IT  PLAY 
IN  PEORIA? 

FED  TIGHTENING  PLEASES  THE  MARKETS.  CORPORATE  AMERICA  ISN'T  SO  SURE 


For  months,  the  Federal  Reserve 
Board  and  the  financial  markets 
were  locked  in  a  high-stakes  show- 
down. At  the  central  bank,  Fed  Chair- 
man Alan  Greenspan  had  been  nudging 
up  interest  rates  a  quarter-point  a 
month  in  hopes  of  preempting  inflation 
without  choking  the  economy.  But  on 
Wall  Street,  inflation-phobic  bond  traders 
were  revolting  against  Greenspan's  grad- 
ualism. By  bidding  up  yields  on  long- 
term  Treasuries  to  the  highest  levels  in 
18  months,  the  markets  seemed  to  be 
commanding  the  Fed  to 
act  boldly. 

The  Fed  finally  took  up 
the  gauntlet  on  May  17 
with  a  dramatic  double 
move.  The  policymaking 
Federal  Open  Market 
Committee  agreed  to 
boost  the  federal-funds 
rate— the  cost  of  overnight 
interbank  loans— by  half  a 
point,  to  4.25%.  And  for 
good  measure,  Fed  gov- 
ernors raised  the  largely 
symbolic,  little-used  dis- 
count rate  that  it  charges 
banks  directly  for  the  first 
time  in  five  years.  That 
rate  went  up  a  half-point 
as  well,  to  3.5%  (chart). 
TRADER'S  TONIC.  On  Wall 
Street,  the  Fed's  actions 
lifted  the  cloud  of  uncer- 
tainty about  the  central 
bank's  intentions  that  had 
loomed  since  the  initial 
rate  increase  in  February. 
By  signaling  that  it  had 
corrected  an  overly  stimu- 
lative posture  and 
wouldn't  tighten  again  in 
the  near  term,  the  central 
bank  prompted  a  deep 
sigh  of  relief  throughout 
the  markets. 

By  the  day's  end,  in- 
deed, the  yield  on  the 


benchmark  30-year  Treasury  had  plum- 
meted to  7.2(v/r,  down  from  a  high  of 
7.63%  11  days  earlier.  And  the  Dow 
Jones  industrial  average  jumped  49 
points,  to  3721.  "This  is  the  best  develop- 
ment the  financial  markets  have  seen 
in  a  long  time,"  says  Nicholas  P.  Sar- 
gen,  managing  director  of  Newark-based 
Global  Fixed  Income  Advisors. 

But  even  as  the  Fed  made  traders 
feel  better,  it  heightened  uncertainty  in 
the  real  economy.  Some  corporate  exec- 
utives question  whether  the  Fed  is  mov- 


ing too  aggressively  to  restrain  an  ec#i 
omy  that  already  is  showing  signs  ■ 
slower  growth  and  ebbing  inflatil 
They  grumble  that  Greenspan  was  mm 
concerned  with  satisfying  bond  tradw 
and  propping  up  a  weakening  doll? 
than  with  keeping  economic  growth  i 
track.  "This  won't  collapse  the  ecor- 
my,  but  we're  concerned  about  a  nam 
set  that  says,  'What  Wall  Street  wanfl 
Wall  Street  gets,' "  says  Martin  Regafyi 
chief  economist  for  the  U.  S.  Chamber  fe 
Commerce. 


34  BUSINESS  WEEK 


In  truth,  the  Fed  ap- 
sars  to  have  been  half- 
ralyzed  for  months  by 
i  attempts  to  chart  a 
urse  that  kept  everyone 
:ppy.  Until  now,  some 
id  officials  privately  had 
smissed  turmoil  in  the 
lancial  markets  as  hys- 
ria.  The  central  bank 
aved  gradually— taking 
ree  months  to  raise 
ort-term  rates  75  basis 
ints— in  the  belief  that  a 
utious  approach  was  the 
st  way  to  ease  econom- 
growth  from  what  should  be  a  4%- 
us  second-quarter  pace  to  a  more  sus- 
inable  2.5%  annual  rate.  But  the  Fed 
>o  expected  the  markets  to  embrace 
:  policy  of  gradualism  with  lower  long- 
[•m  rates.  Instead,  rates  soared,  threat- 
ing  to  stall  the  economy. 
rOOD  move."  So  Greenspan  gave  Wall 
reet  what  it  wanted.  Cautious  execu- 
tes say  that  won't  necessarily  be  bad 
■  Main  Street— if  long  rates  come  down 
is  time.  "It's  a  good  move,"  says  Adri- 
T.  Dillon,  vice-president  for  planning 
Eaton  Corp.  in  Cleveland.  He  had 
>rried  that  Greenspan  &  Co.  might  be 
D  slow  to  keep  inflation  in  check. 


GREENSPAN'S  GAMBLE 

The  Fed's  May  1 7  move  was  expected — but 
markets  didn't  sit  still: 

^^EJ°  .        %  'w    ^  I 

STOCKS  Swept  up  in  the  euphoria  of  the 
bond  rally,  the  Dow  climbed  61 .39  to 
3732.89  by  May  18. 

BONDS  The  bond  market  finally  got  what 
it  wanted:  A  significant  tightening.  The 
long-bond  yield  fell  from  7.44  to  7.26. 

CURRENCY  Despite  the  tightening,  curren- 
cy traders  remain  worried  about  trade 
tensions.  By  May  1  8,  the  dollar  stood  at 
103.5  yen  and  1 .6575  marks. 

But  companies  affected  by  short  rates 
will  see  their  bottom  lines  pinched.  More 
than  one-third  of  the  $2.4  trillion  in  cor- 
porate loans  and  other  debt  is  believed 
to  be  short-term,  and  commercial  banks 
stampeded  May  17  to  boost  their  prime 
lending  rate  a  half-point,  to  7.25%.  With 
many  businesses  unable  to  pass  along 
price  increases  to  customers,  they'll  have 
to  eat  the  higher  cost  of  borrowing. 
Higher  rates  also  could  slash  corporate 
profits  in  1995  by  as  much  as  9%,  or 
$22  billion,  according  to  DRi/McGraw- 
Hill  Inc. 

Understandably,  executives  most  ner- 
vous about  the  Fed's  moves  are  those  in 


strong  April 


industries  sensitive  to 
rate  swings.  Homebuild- 
ers  have  seen  fixed  mort- 
gages spike  to  a  two-year 
high  of  8.77%,  and  while 
the  bond  rally— if  it 
lasts— will  mean  lower 
rates,  builders  fret  that 
it  may  be  too  late  to  re- 
verse a  recent  slide.  In 
April,  housing  starts 
slipped  2.5%  from  March 
to  an  annual  rate  of  1.455 
million  units.  Higher  rates 
"could  have  a  dampening 
effect  on  what  otherwise 
would  be  a  great  year,"  says  Owensboro 
(Ky.)  builder  Tommy  Thompson. 

Car  sales  are  still  booming,  but  auto 
makers  nevertheless  worry  that  higher 
rates  could  spook  customers.  "For  consu- 
mers, the  psychology  is,  Am  I  going  to 
have  a  job?  Am  I  going  to  be  laid  off?' " 
says  Ford  Motor  Co.  Chairman  Alexan- 
der J.  Trotman.  "I  hope  it  doesn't  slow 
us  down  too  much." 

This  is  where  the  Fed  and  Main 
Street  part  company.  The  danger,  the 
Fed  believes,  is  not  that  the  economy 
may  be  weak  but  that  it  may  be  grow- 
ing too  fast.  One  recent  concern  was  a 
employment  report  that 
showed  267,000  workers 
were  added  to  payrolls- 
even  after  adjusting  for 
74,000  Teamsters  idled  by 
a  national  trucking  strike. 
TOO  TIGHT?  Executives, 
though,  steadfastly  main- 
tain that  there  are  few 
signs  of  emerging  infla- 
tion—despite the  strong 
jobs  data.  Thanks  to  low- 
er energy  prices,  produc- 
er prices  are  flat  and  con- 
sumer price  inflation  is 
running  at  a  rate  of  2.3% 
this  year.  "Greenspan's 
looking  for  inflation  he 
can't  find,"  says  Lawrence 
C.  Yarberry,  vice-presi- 
dent for  finance  at  South- 
ern Pacific  Rail  Corp. 
"He's  in  danger  of  putting 
the  brakes  on  an  econo- 
my that  is  starting  to 
grow  and  prosper."  Some 
economists  believe  that's 
precisely  what  will  hap- 
pen. Roger  Brinner,  re- 
search director  for  dri, 
estimates  that  the  econo- 
my will  slow  from  3.4% 
this  year  to  1.7%  in  1995. 

At  the  White  House, 
which  expected  the  tight- 
ening, Administration  offi- 
cials made  the  best  of 
Greenspan's  tough  medi- 
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cine  as  the  right  tonic  for  the  times. 
"This  could  actually  improve  the  eco- 
nomic outlook  by  helping  to  keep  long- 
term  rates  down,"  says  one  senior  White 
House  aide.  "There's  a  lot  of  vigor  in 
the  economy."  President  Clinton's  eco- 
nomic advisers,  who  had  urged  the  Fed 
to  explain  its  actions  more  clearly  to 
the  market,  were  pleased  by  the  post- 
rate-increase  rally.  "Uncertainty  over 


what  the  Fed  has  been  doing  has  led 
to  higher  long-term  interest  rates,"  said 
one  official. 

Is  Greenspan's  work  done?  Yes,  ar- 
gues Edward  Yardeni,  chief  economist 
for  C.J.  Lawrence/Deutsche  Bank  Se- 
curities: "This  should  be  the  last  tight- 
ening for  the  rest  of  the  year."  Wrong, 
says  Michelle  Laughlin,  an  economist  at 
Sanwa  Securities  (USA)  Co.,  who  notes 


that  Eurodollar  futures  prices  rev 
that  traders  are  still  betting  the  fede 
funds  rate  will  reach  5.75%  by  yeareJ 
"We'll  probably  see  more  out  of  tj 
Fed,"  she  says,  "and  sooner  rather  thl 
later."  Main  Street  and  Wall  Street  bdl 
are  waiting. 

By  Dean  Foust,  with  Paul  Magnusst 
in  Washington,  William  Glasgall  in  A/I 
York,  and  bureau  reports 
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Commentary/by  Michael  Mandel 

THE  FED  CAN'T  FORGET  THE  70S— BUT  IT  SHOULD 


R: 


ewind  the  tape  to  the  end  of 
1976,  as  the  U.  S.  was  climbing 
.  out  of  a  deep  recession.  Writing 
in  the  Economic  Report  of  the  Presi- 
dent, Alan  Greenspan,  then  head  of 
Gerald  Ford's  Council  of  Economic  Ad- 
visers, predicted  that  the  economy 
could  grow  at  3.5%  a  year  without 
triggering  inflation— a  view  shared  by 
most  economists. 

But  during  the  next  three  years, 
policymakers  received  an  unpleas- 
ant surprise.  The  economy  did 
grow  at  about  the  expected  rate— 
3.7%  or  so— but  inflation  skyrocket- 
ed into  double  digits.  The  culprit? 
An  unexpected  slowdown  in  pro- 
ductivity increases,  which  meant 
that  the  U.  S.  could  sustain  only  a 
2.5%  growth  pace  without  prices 
spiking.  This  misjudgment  had  dev- 
astating consequences:  The  stock 
and  bond  markets  plunged,  and 
interest  rates  soared.  Only  the 
sharp  recessions  of  the  early  1980s 
brought  inflation  back  down. 
ONCE  BURNED.  Fast-forward  to  the 
present.  Economic  policy  is  being 
made  by  a  generation  of  econo- 
mists that  vividly  remembers  the 
danger  of  overestimating  produc- 
tivity. Alan  Greenspan,  of  course,  is 
chairman  of  the  Federal  Reserve. 
Alan  S.  Blinder,  soon  to  be  vice-chair- 
man of  the  Fed,  wrote  an  influential 
book  on  the  policy  mistakes  of  the 
1970s.  And  Robert  E.  Rubin,  chief  eco- 
nomic aide  to  President  Clinton,  was  a 
partner  at  Goldman,  Sachs  &  Co.  when 
the  stock  market  dropped  some  25% 
between  1976  and  1978. 

Now,  with  productivity  surging, 
these  policymakers  face  an  economic 
situation  that's  almost  the  exact  re- 
verse of  1976.  But  because  of  their  ex- 
periences in  the  1970s,  they're  skeptical 
about  productivity  increases  and  want 
to  hold  growth  to  a  moderate  2.5%. 
That  was  the  Fed's  goal  when  it 


pushed  up  the  discount  rate  and  the 
federal-funds  rate  by  0.5%  on  May  17. 

Moderate  growth  might  sound  ap- 
pealing, but  it  does  little  to  spur  in- 
vestment or  profits.  Just  look  at  the 
record  of  the  past  three  decades.  In 
the  years  when  the  economy  grew  at  a 
2.5%-to-3%  rate,  real  net  business  in- 
vestment fell  by  5%  on  average.  But 
when  economic  growth  heated  up  to 
3%  or  more,  investment  soared  by 
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some  20%.  Similarly,  real  corporate 
profits  fell  on  average  by  1%  when 
growth  was  moderate,  while  rising  by 
almost  11%  in  fast-growth  years. 

Moreover,  excessive  pessimism 
about  rising  productivity  could  become 
a  self-fulfilling  prophecy.  If  Greenspan 
and  the  Federal  Reserve  succeed  in 
slowing  the  economy  to  2.5%  growth, 
companies  will  have  little  incentive  to 
invest— and  ultimately,  investment  is 
what  drives  productivity  growth. 

To  be  sure,  the  Fed  has  good  reason 
to  be  wary  of  claims  of  improved  pro- 
ductivity and  lower  inflation.  While 
business  productivity  is  up  by  2.6% 


over  the  past  year,  these  numbers  ar 
notoriously  subject  to  sharp  revisio: 
Moreover,  factories  in  some  industrie; 
are  running  near  capacity,  raising  th 
threat  of  renewed  inflation  (page  37) 
But  high  capacity  utilization  no  longe: 
guarantees  rising  prices.  The  indu; 
tries  that  are  running  flat-out,  such 
autos  and  industrial  machinery,  als< 
face  strong  import  competition,  whic 
will  hold  down  increases. 

JAPAN'S  EDGE.  Moreover,  compa 
nies  are  starting  to  invest  in  new 
capacity,  indicating  that  the  U.  S  i 
may  be  entering  a  virtuous  cych 
of  growth,  where  higher  produc 
tivity  leads  to  rising  incomes  anc 
profits,  stimulating  investment  anc 
savings.  This,  in  turn,  will  boosl 
productivity  even  more  and  hole 
down  inflation.  Japan,  of  course 
has  sustained  such  a  virtuous  cyck 
for  over  two  decades.  Indeed,  fast- 
er growth  accounts  for  much  oi 
Japan's  advantage  in  investment 
over  the  U.  S.  From  1970  to  1992 
Japan  enjoyed  18  years  in  which 
growth  exceeded  3%,  compared 
with  10  such  years  in  the  U.  S.  In 
both  countries,  business  investment 
grew  at  an  average  8%  in  fast 
growth  years:  Japan  just  had  more 
such  years— and  less  inflation. 
The  Fed  worries  about  giving  up  its 
gains  against  inflation.  But  an  exces- 
sively tight  Fed  policy  carries  an  equal 
risk.  Americans  have  paid  a  stiff  price, 
in  the  form  of  widespread  layoffs,  to 
push  up  productivity  and  start  the  vir- 
tuous cycle  of  growth  and  investment 
again.  But  much  of  the  pain  will  have 
been  wasted  if  Greenspan  and  his  gen 
eration  of  economic  policymakers  re 
member  the  lessons  of  the  1970s  too 
well.  The  U.  S.  may  well  be  able  to 
sustain  faster  growth  without  infla- 
tion—and that's  what  it  needs. 


Mandel  is  an  economics  editor. 
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DEARBORN,  FORD  SPED  UP  PRODUCTION  TO  CHURN  OUT  14,000  MORE  MUSTANGS  A  YEAR 


AY  OF 

HE  NIGHT  SHIFT 


ith  plants  running  near  full  capacity,  shortages  of  key  goods  are  rare 


1 


t's  a  noise  that  most  American  man- 
ufacturers haven't  heard  since  the 
late  1980s:  the  giddy  hum  of  factories 
nning  flat  out.  Across  the  nation,  mak- 
s  of  everything  from  automobiles, 
jel,  and  appliances  to  polyvinyl  chlo- 
le  and  wallboard  are  running  their 
mts  at  or  near  full  capacity.  Yet  short- 
es  of  crucial  goods  are  rare.  The  rea- 
n?  Worldwide,  plenty  of  unused  ca- 
city  remains.  And  most  producers  are 
ing  everything  they  can— from  add- 
j  overtime  to  buying  more  supplies 
erseas— to  squeeze  out  extra  produc- 
>n  without  having  to  build  whole  new 
mts. 

The  U.  S.  auto  industry  is  a  case 
idy  of  the  trend.  Most  of  the  Big 
tree  carmakers'  assembly  plants  are 
>rking  overtime,  weekends,  or  both, 
ke  Ford  Motor  Co.  The  auto  maker 
ti  its  car  plants  at  110%  of  nonover- 
ne  capacity  in  the  first  quarter  and 
w  is  eking  out  more  production  by 
oiding  downtime  during  plant  change- 
ers.  In  late  April,  it  ratcheted  up  the 
e  speed  at  its  Dearborn  (Mich.)  plant 
it  can  churn  out  an  extra  14,000  new 
jstangs  a  year.  Ford  also  will  spend 
5  million  to  boost  truck-transmission 
oduction  at  its  Sharonville  (Ohio)  facto- 
.  And  by  doubling  the  size  of  its 
.  Louis  body  shop,  the  company  will 
ep  its  Aerostar  vans  in  production 
lile  increasing  output  of  its  hot-sell- 
l  Explorer. 

All  that  car-building  is  driving  up  de- 
md  for  steel.  This  year,  the  U.  S.  steel 


FACTORIES 
ARE  HUMMING 


industry  is  adding  net  capacity  for  the 
first  time  in  20  years.  But  for  now,  steel- 
makers are  meeting  demand  in  part  by 
importing  unfinished  slabs  from  Asia 
and  Europe  and  rolling  them  into  sheet 
steel  in  domestic  mills.  This  allows  steel- 
makers, currently  producing  at  an 
astounding  92%  of  capacity,  to  keep  most 
customers  happy.  "Deliveries  are  tight, 
and  the  lead  times  are  longer,  but  do  I 
have  a  shortage?  No,"  says  Ronald  R. 
Schuster,  a  purchasing 
manager  at  General 
Motors  Corp. 

The   big  question 
now:  Is  U.  S.  industry 
in  danger  of  running 
out  of  capacity?  The  is- 
sue  is  key  because 
such  a  shortage  could 
allow  U.  S.  companies 
finally  to  begin  raising 
prices.  Despite  the  re- 
covery, producer  prices 
of  finished  goods  have 
actually  fallen  0.4%  in 
the  last  year.  Yet  in 
the  National  Association  of  Purchasing 
Management's  latest  business  survey, 
reported  May  3,  the  333  companies  sur- 
veyed said  only  a  few  items— including 
steel  sheets  and  castings  and  methanol— 
are  really  scarce. 

One  reason:  Lots  of  companies  are 
taking  advantage  of  worldwide  overca- 
pacity to  ease  constraints  in  the  U.  S.  In- 
dustrial parts  maker  Parker  Hannifin 


in  England  and  Germany  to  make  cou- 
plings and  other  products.  "We've  never 
done  that  before,"  says  Executive  Vice- 
President  Dennis  W.  Sullivan.  It's  hap- 
pening now  because  Parker  reorganized 
so  that  the  same  managers  run  its  prod- 
uct lines  for  Europe  and  North  America, 
giving  the  company  more  flexibility  in 
using  its  capacity. 

Tiremakers,  too,  are  on  a  new  tack. 
Michelin  and  Bridgestone/Firestone  Inc., 
both  stretched  for  product,  are  taking 
the  unusual  step  of  buying  tires  from 
competitors  who  aren't  so  busy.  Among 
other  measures,  Bridgestone/Firestone 
also  has  liberalized  its  distribution  poli- 
cies in  order  to  get  tires  to  dealers  more 
quickly.  Yet  the  tiremaker  expects  back 
orders  to  continue  through  the  rest  of 
the  year. 

stagnant  prices.  Of  course,  some  in- 
dustries—especially those  that  lack  over- 
seas competition— are  seeing  shortages. 
"There  are  definitely  spot  shortages  of 
wallboard,"  says  Laurence  E.  Hirsch,  CEO 
of  homebuilder  Centex  Corp.,  which  pro- 
duces the  material  through  its  49%- 
owned  Centex  Construction  Products  Inc. 
Strong  construction  and  the  lack  of  ca- 
pacity additions  in  the  industry  have 
driven  prices  up  34%  in  two  years,  to 
$90  per  1,000  square  feet.  U.  S.  Gypsum 
Co.  will  spend  $90  million  to  increase  its 
capacity  10%  over  the  next  year. 

Capital  spending  overall  has  picked 
up.  But  fierce  price  competition  means 
some  companies  can't  rationalize  new 
investments  yet.  Although  Monsanto 
Co.'s  chemical  group  operated  at  an  83% 
rate  in  the  first  quarter,  up  4  points 
from  a  year  earlier,  it  has  little  flexibil- 
ity to  raise  prices,  says  a  spokesman. 

S.  G.  Warburg  &  Co. 
analyst  Paul  Raman  ar- 
gues that  capacity  con- 
straints may  soon  be  a 
problem  in  some  chem- 
icals, such  as  phenol 
and  pvc.  But  he  says 
prices  must  rise  15%  to 
justify  building  plants. 

In  many  other  in- 
dustries, prices  are 
likely  to  stay  low,  too. 
Robert  A.  Bretz,  the 
director  of  corporate 
purchasing  at  Pitney 
Bowes  Inc.  who  over- 
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Corp.  has  turned  to  underutilized  plants 


DATA  FEDERAL  RESERVE 

saw  the  last  napm  survey,  notes  that 
customers  throughout  the  supply  chain 
are  still  resisting  price  increases.  The 
upshot:  U.  S.  manufacturers  will  be  add- 
ing more  capacity  as  the  recovery  un- 
folds. But  they're  playing  it  conserva- 
tively, hoping  they  can  avoid  gluts  when 
the  good  times  come  to  an  end. 

By  Zachary  Schiller  in  Cleveland,  with 
James  B.  Treece  in  Detroit,  Stephen 
Baker  in  Pittsburgh,  and  bureau  reports 
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MEGA  CLOUT:  HOW  AN  EDS-SPRINT  COMBINATION  WOULD  LOOK 


REVENUE 


MARKET  VALUE 


$20  billion 

$30  billion 

NET  INCOME 

j  EMPLOYEES 

$1.4  billion* 

120,000 

EDS'S  ALBERTHAL 


|  With  a  merger,  EDS  could  offer  discounted  telecom- 
based  services  and  expand  its  reach  in  the  multimedia  market. 
Sprint,  meanwhile,  would  gain  entree  to  the  corporate  market. 

'Excludes  nonrecurring  charges  at  Sprint 


SPRINT'S  ESREY 


EAT  YOUR  HEART  OUT, 
ROSS  PEROT 


EDS-Sprint  would  be  an  instant  powerhouse,  tempting  rivals  to  team  up 


When  phone  company  Centel 
Corp.  sold  out  to  Sprint  Corp. 
for  $3  billion  in  1992,  John  P. 
Frazee  Jr.,  the  company's  chief  executive 
at  the  time,  thought  he  was  entering  a 
"marriage  of  equals."  Things  didn't  work 
out  that  way.  While  it  was  understood 
that  Sprint's  hard-charging  William  T. 
Esrey  would  keep  the  top  spot,  Frazee 
says  strategic  and  operational  differ- 
ences prompted  him  to  quit  the  com- 
bined company  after  only  five  months. 
"It  didn't  turn  out  like  I  thought,"  says 
Frazee,  declining  to  elaborate.  He  now 
raises  horses  and  cattle  in  Florida. 

As  Sprint  ponders  another  "merger 
of  equals"— this  one  with  Electronic  Data 
Systems  Corp.  of  Piano, 
Tex.— the  message  is  clear: 
Watch  out,  pardners!  If  it 
works,  the  Sprint/EDS  com- 
bination would  create  a  $20 
billion  behemoth.  In  the  pro- 
cess, it  would  rewrite  the 
rules  of  the  fast-growing  in- 
formation-services game.  And  the  combo 
could  make  Sprint,  the  lagging  No.  3 
long-distance  carrier,  a  far  more 
formidable  rival  to  AT&T,  mci,  and  other 
telecom  outfits. 

But,  man  oh  man,  would  such  a  deal 
be  hard  to  pull  off.  Aborted  partner- 
ships by  Bell  Atlantic,  TCI,  Cox  Enter- 
prises, and  Southwestern  Bell  have 
shown  that  big  technology  ventures  are 
tough  to  cement.  And  this  is  a  deal 
fraught  with  strong  corporate  cultures 
and  shifting  technology.  Adding  to  the 


EDS 


peril,  leaks  forced  the  two  companies 
on  May  16  to  prematurely  announce 
their  talks,  before  agreeing  on  a  deal 
or  its  valuation.  Meanwhile,  EDS  must 
clear  complex  regulatory  hurdles  to  un- 
tangle itself  from  parent  General  Mo- 
tors Corp. 

Why  even  try?  For  one  thing,  con- 
tends an  executive  involved  in  the  deal: 
"Neither  company  is  equipped  to  go  it 
alone.  There  must  be  a  strategic  alliance, 
if  not  a  merger,  for  them  to  compete 
against  the  IBMs  and  AT&Ts."  Moreover, 
Sprint  and  EDS  expect  to  reap  huge  im- 
mediate cost  savings  from  a  merger. 
El>s  is  expected  to  turn  over  its  vast 
private  telecommunications  network  to 
Sprint,  and 
Sprint  is  likely 
to  give  its  data 
processing  oper- 
ations to  EDS. 
Longer-term, 
they  see  a  big 
new  market  in 
multimedia  and  interactive  services, 
boosted  by  Sprint's  brand  name  and  ac- 
cess to  millions  of  consumers.  EDS  al- 
ready is  dabbling  in  home  shopping, 
home  banking,  and  video-on-demand. 
heavy  lifting.  But  major  obstacles  re- 
main. For  one,  who  would  run  the 
merged  company?  EDS,  founded  by  Ross 
Perot,  and  Sprint  are  both  known  for 
their  buttoned-down,  hard-charging 
ways.  EDS  CEO  Lester  M.  Alberthal  Jr., 
50,  the  native  Texan  and  26-year  com- 
pany veteran  who  took  the  helm  in  1986, 


has  insisted  he  has  no  interest  in  tradii 
one  owner  for  another.  Based  on  p<  f 
formance,  Alberthal  may  have  i.  '"' 
stronger  case  for  the  top  job.  Under  1  ^ 
leadership,  eds's  earnings  have  increas  '!i 
at  a  double-digit  clip.  And  he  has  ci  Bl 
EDS's  reliance  on  GM  by  signing  hu;  ■'■ 
outsourcing  deals,  including  a  recent  "s 
billion-$4  billion  contract  with  Xerd 
Corp.  GM  accounted  for  39%  of  EDS  p 
$8.6  billion  in  revenues  last  year,  dov  (f 
from  59%  in  1988. 

Yet,  Esrey,  54,  a  weightlifter  ai  « 
mountain  climber,  is  used  to  running  h  I 
own  show— alone  and  has  employe 
catchy  marketing  and  heavy  netwoipa 
investments  to  build  Sprint  up  into  f 
recognizable  name.  But  he  has  been  cri  f& 
icized  for  zig-zagging  between  two  coi  if 
tradictory  goals:  increasing  Sprint's  ma  Evi 
ket  share  and  improving  its  profits.  1  ik 
the  meantime,  Sprint's  share  of  the  U.I  tqi 
long-distance  market  has  increased  jui  is 
half  a  point,  to  9.4%,  since  1989-whifef 
MCl's  has  jumped  a  full  seven  points,  t  iped 
20%,  in  the  same  period. 

Still,  the  potential  payo  stu- 
from  a  merger  is  tantalii  mgv 
ing.  Take  the  benefits  ttkinu 
Sprint  of  becoming  involve  ithe 
in  eds's  big  outsourcin  ere 
deals,  eds  typically  takejs: 
over  management  of  a  conjb- 
pany's  network  as  well  a 
its  data  center,  which  would  give  Sprir 
a  huge  chunk  of  business.  And  Sprint  o 
fers  EDS  the  networking  skills  demanc 
ed  by  eds's  customers.  "The  lines  ar 
blurring  between  data  processing  an 
telecommunications,"  says  Charles  £ 
Feld,  acting  chief  information  officer 
Burlington  Northern  Inc.  "The  mor 
[companies]  combine  and  are  able  to  pu 
together  end-to-end  offerings,  the  easie 
for  us  to  get  the  work  done." 

Even  if  an  outright  merger  wit 
Sprint  should  prove  unattainable,  Yanke 
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oup  Managing  Director  Howard  An- 
rson  still  sees  huge  potential  for  the 
o.  He  figures  Sprint  will  sign  a  $6.4 
lion,  10-year  contract  with  EDS  to  han- 
;  billing  and  other  operations.  Ander- 
i  also  expects  EDS  to  turn  its  private 
twork  over  to  Sprint  in  a  pact  worth 
ne  $3  billion.  Eventually,  Anderson 
pects  the  two  to  form  a  multimedia 
at  venture  and  perhaps  to  swap  stock. 
Of  course,  EDS  has  taken  other  tele- 
n  partners  to  the  dance  before  and 


come  home  alone.  Last  year,  talks  with 
British  Telecommunications  foundered 
on  issues  of  control  and  price.  But  this 
time,  EDS  and  Sprint  insist  that  GM, 
which  bought  EDS  in  1984  for  $2.6  billion, 
can  clear  regulatory  hurdles  that  hob- 
bled past  EDS  alliances.  "We  have  a  high 
level  of  confidence  we  can  solve  the  is- 
sues," says  Ronald  LeMay,  who  heads 
Sprint's  long-distance  business. 

Despite  the  potential  for  failure,  the 
possibility  of  an  EDS-Sprint  combination 


already  is  sending  tremors  through  the 
computer  and  communications  industries, 
prompting  speculation  about  a  wave  of 
alliances.  "It  puts  pressure  on  us  to  have 
our  own  network  strategies  and  al- 
liances," says  Greg  M.  Jacobsen,  execu- 
tive vice-president  of  Canada's  SHL  Sys- 
temhouse  Inc.  If,  that  is,  the  big  egos 
involved  can  pull  the  thing  off. 

By  Wendy  Zellner  in  Dallas,  with  Mark 
Lewyn  in  Washington,  Richard  A.  Melch- 
er  in  Chicago,  and  bureau  reports 


Commentary/by  John  W.  Verity 


THE  EDS-SPRINT  MERGER:  HISTORY  IS  NOT  ON  THEIR  SIDE 


ro  merge  or  not  to  merge— that  is 
the  question.  Whether  'tis  better 
to  pursue  digital  convergence  as 
i  independent  player,  allying  oneself 
ith  partners  only  as  needed— or  to 
ay,  or  be  bought,  in  hopes  of  reaping 
taximum  "synergy." 
It  ain't  poetry,  but  in  essence  that's 
hat's  on  the  mind  of  every  chief  exec- 
tive  in  the  computer  and  communica- 
ons  industries.  Those  at  Electronic 
ata  Systems  Corp.  (eds) 
id  Sprint  Corp.  are  talking 
erger,  apparently  because 
iey  figure  it's  the  best  way 
>  leverage  their  expertise 
id  move  into  potentially 
age  future  markets.  Unfor- 
mately,  history  is  not  on 
leir  side:  The  path  is  lit- 
;red  with  unfruitful  mergers  between 
anputer  and  communications  outfits. 
Evidently,  it's  easy  to  misread  the 
;a  leaves  in  these  closely  linked 
it  quite  dissimilar  industries.  In 
ie  early  '80s,  for  instance,  AT&T 
ught  to  sell  computers,  and  IBM 
jlped  launch  a  communications 
itellite.  Talk  mounted  of  a 
ash  as  titanic  as  King  gg81 
ong  vs.  Godzilla. 
MTICAL  MESS.  And  .<M 
)  the  cross-industry 
ergers  began:  A  flush 
u  bought  into  MCI,  the 
ng-distance  telephone 
mipany,  and  gobbled 
3  Rolm,  a  maker  of  office  telephone 
vitches.  Wang  Laboratories  took  over 
itecom,  a  Rolm  competitor.  Tandem 
omputers  and  Unisys  each  picked  up 
rtwork  equipment  companies.  AT&T 
.night  into  Sun  Microsystems  and  Con- 
srgent  Technologies,  two  computer 
akers.  The  deals  went  on,  reaching  a 
•escendo  of  sorts  in  1991  with  AT&T's 
istile,  $7.6  billion  takeover  of  NCR. 
Looking  back,  it's  difficult  to  identi- 
'  many  maneuvers  that  yielded  a 


strong  payoff— in  profits,  market  share, 
or  any  other  quantifiable  measure.  IBM 
had  to  dump  both  its  Rolm  and  MCI 
investments,  Wang's  troubles  are  well- 
documented,  and  AT&T  has  yet  to 
prove  the  wisdom  of  its  acquisition. 

Clearly,  computers  depend  more 
each  day  on  communications  networks, 
just  as  those  networks  depend  more  on 
computers.  But  as  compelling  as  they 
may  be,  such  technological  overlaps 


PHONES  AND 
COMPUTERS: 
SEPARATED  BY 
A  CULTURAL 
CHASM? 


haven't  overcome  deep  cultural  and 
marketing  differences:  Traditionally, 
for  instance,  computer  and  telephone 
salespeople  would  call  on  separate 
clients  at  the  same  customer  site,  using 
mutually  unintelligible  buzzwords. 

EDS  and  Sprint  may  have  it  easier. 
"We've  had  10  years  to  build  matur- 
ity," says  consultant  Peter  C.  Janca. 
Computer  and  communications  suppliers 
"have  a  better  idea  about  what  they 
can  do  and  cannot  do  together."  As  ser- 


vice companies,  EDS  and  Sprint  won't 
have  the  problem  of  self-interested 
manufacturing  organizations.  Indeed, 
their  skills  appear  complementary:  EDS 
could  help  Sprint  make  its  bill  process- 
ing and  other  back-office  operations 
more  efficient  while  also  creating  the 
software  Sprint  will  need  to  make  its 
network  more  "intelligent."  And  Sprint 
could  help  EDS  operate  and  maintain 
customers'  information  networks. 
tough  to  grasp.  But  is  a  full-blown 
merger  the  only  way  to  reap  such  ad- 
vantages? By  forging  such  a  strong 
link,  both  companies  could  deny  them- 
selves flexibility  and  options  they  can't 
even  imagine  today.  EDS  might  miss 
out  on  work  with  other  communica- 
tions carriers,  which  will  be  chary  of 
dealing  with  a  competitor.  Like- 
wise, Sprint  doesn't  have  to 
merge  with  EDS  to  get  its  ad- 
vanced software  written  by 
the  Piano  (Tex.)  giant. 

"This  deal  is  difficult  to 
understand,"  says  Van  B. 
Honeycutt,  president  and 
chief  operating  officer  of 
Computer  Sciences  Corp., 
^-^.-—si  a  major  eds  com- 
petitor. "What's 
~~  really  driving  this? 
Is  it  GM  cashing 
out?  Or  did  some 
strategist  sit  down 
and  figure  it  out?  I 
tend  to  think  it's  the 
cashing  out  scenario  that's  the  strong 
motivator." 

So  far,  executives  at  the  two  poten- 
tial partners  have  kept  their  thinking 
about  such  issues  to  themselves.  And 
until  they  figure  out  if  the  two  compa- 
nies can  work  together  as  one,  they'll 
have  to  keep  suffering  the  slings  and 
arrows  of  outrageous  speculation. 

Verity  is  BW's  information  process- 
ing editor. 
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THE  COURT  I 


BUSINESS  HAS  AN  AMICUS 
IN  STEPHEN  BREYER 


The  Supreme  Court  nominee  is  wary  of  rules  and  regulation 


On  the  surface,  Stephen  G.  Brey- 
er  and  Lewis  F.  Powell  Jr. 
couldn't  be  more  different.  Brey- 
er,  a  U.  S.  Appeals  Court  judge  with 
Democratic  ties,  jogs  to  work  in  high-top 
sneakers  and  V-neck  undershirts.  He 
revels  in  plotting  routes  to  maximize 
his  frequent-flier  miles— a  byproduct  of 
the  airline  deregulation  he  helped  fash- 
ion as  a  Senate  aide.  Powell,  by  con- 
trast, was  a  buttoned-down.  Republican 
corporate  lawyer  when  he  joined  the  Su- 
preme Court  in  1972. 

But  when  Presi- 
dent Clinton  nomi- 
nated Breyer  for  the 
high  court  on  May 
13,  he  gave  the  56- 
year-old  former  Har- 
vard Law  School 
professor  the  chance 
to  become  Powell's 
intellectual  heir.  Like 
the  retired  justice, 
Breyer  has  an  ap- 
petite for  business 
cases.  He  "simply 
doesn't  see  them  as 
that  daunting,"  says 
Ed  Dai  ley,  general 
counsel  for  Blue 
Cross  &  Blue  Shield 
of  Massachusetts  Inc. 
If  Breyer  is  con- 
firmed, as  is  expect- 
ed, he  could  help 
clarify  the  court's  of- 
ten confusing  busi- 
ness rulings. 
COSTLY  SLUDGE.  Breyer  would  bring  a 
New  Democrat's  vision  to  these  issues. 
He  is  skeptical  of  government  interfer- 
ence in  markets  and  sympathetic  to  de- 
fendants in  antitrust  cases.  In  a  1993 
book,  for  instance,  he  criticized  hazard- 
ous-waste rules  for  petroleum  sludge 
that  cost  $27.6  million  per  life  saved  and 
asbestos  protections  that  cost  $74  million 
per  victim.  "Breyer  is  a  liberal  who  re- 
spects markets  and  the  dangers  of  com- 
mand-and-control"  regulations,  says  Ak- 
hil  R.  Amar,  a  Yale  Law  School  pro- 
fessor and  former  Breyer  clerk.  That 
upsets  some  Democrats.  "He  thinks  the 
average  individual  doesn't  need  [the  gov- 
ernment's] protection,"  complains  Sena- 
tor Howard  M.  Metzenbaum  (D-Ohio). 


Despite  his  skepticism  about  regula- 
tions, Breyer  won't  reject  them  willy- 
nilly.  A  moderate,  he  believes  judges 
should  defer  to  Congress  when  inter- 
preting laws.  And  unlike  conservative 
Justice  Antonin  Scalia,  who  focuses  ex- 
clusively on  the  text  of  statutes  to  dis- 
cern lawmakers'  wishes,  Breyer  would 
give  weight  to  debates  that  shape  the 
drafting  of  laws.  "Breyer  is  the  leading 
antagonist  to  Scalia,"  says  Joel  I.  Klein, 
White  House  deputy  counsel. 


ful,  because  this  is  not  a  favorable  ewm 
ronment  for  expansive  antitrust  initi 
tives,"  says  William  E.  Kovacic, 
George  Mason  University  antitrust  spj 
cialist.  At  the  same  time,  though,  Brej 
er  is  likely  to  bring  some  eonsisten 
to  what  experts  see  as  the  court's  vad 
lation  in  this  area.  In  a  1992  case,  for  ji 
stance,  the  justices  said  that  in  refusii  I 
to  sell  parts  to  independent  companil 
that  service  its  products,  defenda' 
Eastman  Kodak  Co.  may  have  violah 
antitrust  rules.  But  a  year  later,  th( 
ruled  in  favor  of  a  cigarette  maker  a 
cused  of  predatory  pricing  because  thei 
was  no  evidence  the  scheme  slowed  il 
competitor's  business. 
SENTENCING  COMPROMISE.   Count  ( 

Breyer's  pragmatism— which  helps  hif 
forge  consensus— to  surface  quickly.  Tr 
trait  was  evident  during  his  tenure 
the  late  1980s  on  the  U.  S.  Sentenci 


BREYER  ON  BUSINESS 

ANTITRUST  Breyer  leans  toward 
competition  over  antitrust  enforcement. 
In  a  1 983  case,  he  ruled  against  a 
company's  claim  that  a  competitor  was 
trying  to  drive  it  out  of  business  with 
predatory  price  breaks.  Breyer  said  the 
prices  weren't  predatory  because  they 
were  above  cost. 

ENVIRONMENTAL  REGULATION  The 

judge  is  sympathetic  to  environmental 
protection.  He  ordered  the  feds  in 
1 983  to  back  off  oil-drilling  plans  in 
the  North  Atlantic,  ruling  that  they 
had  failed  to  draw  up  a  responsible 
environmental  impact  statement. 

EMPLOYMENT  DISCRIMINATION 

Breyer  is  unlikely  to  push  the  bounds 
of  antibias  laws.  In  1 989,  he  ruled 
against  a  female  professor  who  failed 
to  get  a  Brown  University  professorship. 


But  where  Congress  wants  to  give 
judges  leeway,  in  areas  such  as  anti- 
trust law,  Breyer  may  inject  his  views. 
Consider  a  suit  filed  by  Massachusetts 
doctors  against  Blue  Shield  over  an  ar- 
rangement they  thought  violated  anti- 
trust law.  Blue  Shield  banned  physicians 
whose  fees  exceeded  the  insurer's  re- 
imbursement from  charging  patients  the 
difference.  The  doctors  said  they  had 
no  choice  because  Blue  Shield  covered 
most  of  the  patients  in  the  state.  But 
Breyer  ruled  in  1984  that  the  insurer 
was  simply  a  buyer  free  to  set  prices 
with  sellers. 

Indeed,  Breyer  could  prove  an  obsta- 
cle to  Justice  Dept.  antitrust  chief  Anne 
K.  Bingaman.  "Bingaman  must  be  care- 


Commission,  which  devised  uniform  pen- 
alties for  a  variety  of  crimes.  Judgti 
were  upset  at  losing  power,  while  oth< 
experts  disagreed  on  how  to  design  fi 
ting  punishments  for  every  crime.  Bre; 
er  won  over  all  sides  by  coming  up  wit 
an  approach  based  on  past  sentences  a 
tually  imposed  by  judges. 

Breyer's  associates  believe  that  th 
knack  for  finding  the  middle  groun 
could  ultimately  be  the  judge's  greates 
contribution  to  the  court.  After  yeaii 
of  legal  battles  pitting  Reaganite  coi 
servatives  against  the  court's  moderate 
and  dwindling  band  of  liberals,  a  bit  < 
serenity  may  be  just  what  the  hig 
court  needs. 

By  Catherine  Yang  in  Washing  to 
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Can  a  mail  system  let  you  and  ing  in.  And  send  faxes  right  from  learning  to  send  and  receive  mail 
everyone  else  in  your  office  do  your  word  processor.  Whether        easy.  And  if  you  re  going  to  be  aw 

more?  Can  it  save  you  time,  money  you  re  in  Microsoft  Word,  Microsoft  Mails  Out  of  Office  feature  will  ft 
and  headaches?  Can  it  keep  you         Excel,  Lotus  1-2-3  or  WordPerfect.     automatically  forward  a  message  I 

to  everyone  who  tries  to  get  in  col 
^^k*£2Sh  tactwif 
you  whi 
you  re  out. 
You  can  sav| 
even  more  time 
iding  other  features  thai 
are  just  as  easy  to  use  as  Mail.  Lit 
Schedule*,  the  best-selling  sched-i. 
uler  for  Windows.  It  helps  you 
manage  your  calendar  and  reminc 
you  of  meetings  and  deadlines. 


With  Schedule* you'll  spend  less-  time  rounding  people  up  jor  meetings,  because  Schedule*  lets 
you  see  when  the  people  you  need  tire  free.  So  you  can  pick  a  time  that's  convenient  for  everyone. 


YOU  DECIDE. 


connected  whether  you're  down 
the  hall,  or  down  under  on  an 
important  business  trip? 

Microsoft  Mail  can. 
No  wonder  it's  the  best- 
selling  LAN-based  mail 
product  in  the  world. 

But  first  things  first.  How  wi 
Microsoft  Mail  work  with  what  you 
already  have?  Perfectly.  Whether 
you're  in  MS-DOS,  the  Windows 
operating  system,  on  a  Mae,  or  OS/2. 
And  you  can  send  mail  without 
exiting  the  application  you're  work- 


\\  ith  Mail  Remote,  you  don't  need  to  be 
in  your  office  to  keep  in  touch.  And  with 
wireless  service  you  don't  even  need  to  be 
near  a  phone.  You  can  log  in  anywhere. 

How  can  Microsoft  Mail  saw 
you  time?  Mail  has  smart,  sensible 
symbols  and  online  help  that  make 


It  even  shows  you  when  everyoni 
else  is  free.  So  you  can 
schedule  meetings  with 
i  out  a  lot  of  legwork. 

Want  to  cut  down; 
on  paperwork?  Use 
Microsoft  electronic  forms 
to  speed  expense  reports,  vacatior 
requests  and  any  other  routine 
forms  through  your  office  at  the 
speed  of  light.  And  you  can  track 
them  easily.  So  you  won't  have 
to  worry  that  an  important  requesi 
has  disappeared  into  a  black  hok 


1994  Mkiov.lt  I  ,,rr<>"  i  All  tijjus  reserved.  Offer  good  onlun  [hi  «>  United  Suns  In  the  NO  United  Stales,  call  (800)426-9400  For  more  ml 

ml  Microsoft  uihskliar)  or (206)  936  8661.  Microsoft  and  MS-DOS  arc  rcgiMcicd  tr.uli-m.uk,  ami  NXindims  ,s  a  ir.ulun.uk  ..I  MKmv.lt  (  orpc.i.n 
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n  (  anada.  call  ISOOI  sr.  1  KMX;  uutsule  the  United  States  and  (  jn.ida,  call  your 

\2  I  an  registered  trademarks  of  Lotus  Development  t  i.rporanon  WordPerfcc 
x  Machines  Corporation. 


With  electronic  forms,  you  never 
have  to  worry  that  important  paperwork 

is  stuck  i>i  traffic.  You'll  be  able  to 
track  expense  reports,  vacation  requests 
and  other  important  forms  as  they 
speed  safely  through  your  company. 


i  inally,  with  Mail  Remote  you  can 
LI  void  disasters  by  staying  connected 
/hile  you're  on  the  road,  because 
dail  Remote  lets  you  work  just  like 


you  do  in  your  office.  It  can  even 
save  you  money.  Just  read  the 
important  messages,  then  let  Mail 
Remote  respond  automatically 
when  rates  are  lowest. 

No  other  mail  system  is  easier 
to  use.  Or  gives  you  so  many  dif- 
ferent ways  to  stay  in  control  of  your 
work,  lb  prove  it,  we'll  send  you  a 
free  demo  disk.  Once  you've  seen 
everything  you  can  do,  deciding 
on  a  mail  system  will  be  easy.  Just 
call  (800)  871-3271,  Dept.  EAK. 


1 

Mail  [Initial  reactions  to  consumer  tests] 

EBe    Edit    View    Mail    Window    (Help  1 

oil? 

1 

/wpose]    |  Repiy  j  ReplpAfl  j  forward  |    j  Move 

Delete  j  |Piev»us 

Microsoft  Mail  gives 
you  an  infinite  number 

of  ways  to  be  more 
persuasive.  Send  words, 

graphs,  pictures  and 
sound  as  mail  messages. 
There's  almost  no  limit 
to  what  you  can  semi. 


Microsoft  Mail  is  the  best-selling 
LAN-based  mail  product  in  the  world. 
Add  Scheduled  for  a  personal  tune- 
management  and  group  scheduling 
system.  Ami  electronic  forms  to  speed 
paperwork  through  your  office.  Take 
them  all  on  the  road  with  Mail  Remote. 

Together  they'll  make  your  whole 
organization  more  productive  than  you 
ever  could  have  imagined. 


Special  Edition 


Schedule+'s  alarm  clock  reminds  you  of  meetings,  deadlines,  anything.  So  you'll  stay  organized 
and  save  time.  Without  it,  we  might  have  forgotten  this  caption  entirely. 
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SCANDALS  I 


BITTER  FRUIT 

IN  ORANGE  COUNTY 


The  SEC  is  pursuing  one  of  the  largest  real  estate  pyramids  ever 


John  Seymour  didn't  think  to  ques- 
tion where  the  money  would  come 
from.  Seymour,  a  real  estate  bro- 
ker who  would  later  become  the  mayor 
of  Anaheim,  Calif.,  and  briefly  a  U.  S. 
senator,  needed  to  sell  his  business  to 
turn  to  politics. 

Enter  William  E.  Cooper,  a  loan  bro- 
ker who  had  struck  it  rich  riding  Orange 
County's  real  estate  boom  in  the  late 
'70s  and  was  making  the  rounds  at  Re- 
publican fundraisers.  "He  was  up  front,  a 
fine  guy  to  deal  with,"  Seymour  recalls. 
In  1981,  Cooper  agreed  to  buy  the  busi- 
ness for  $720,000.  But  soon,  the  checks 
stopped  coming  in,  and  Seymour  sued. 
The  two  settled  for  $100,000. 

For  Cooper,  the  incident  appears  to 


es  that  may  have  occurred  to  investors," 
says  his  attorney,  former  federal  Judge 
Robert  C.  Bonner.  Just  how  much  was 
lost  may  never  be  known:  Officials  say 
the  Federal  Bureau  of  Investigation  is 
examining  the  flow  of  some  of  the  mon- 
ey to  Singapore  and  other  countries. 
The  Justice  Dept.  may  soon  file  criminal 
charges. 

At  the  center  of  the  probe  is  a  jovial, 
bearded  man  who  started  in  the  mort- 
gage business  as  an  18-year-old  loan-offi- 
cer trainee  and  by  the  late  '70s  operated 
his  own  loan-brokerage  agency.  As  the 
real  estate  market  boomed,  Cooper  be- 
came well  known  among  Orange  Coun- 
ty's monied  set.  A  former  board  chair- 
man for  a  local  hospital,  he  and  his  wife, 


coming  not  from  investments  but  froi 
other  units  that  VestCorp  sold.  In  fa, 
says  SEC  Assistant  Regional  Direct- 
Lisa  A.  Gok:  "we're  not  even  sure  the* 
were  any  investments."  Instead,  the  sjt 
charges.  First  Pension  maintained  a  J 
cret  account  called  the  "99  minifun1 
that  it  used  to  funnel  $2.1  million  i 
"dividends"  from  one  investor  to  anothi. 
At  the  same  time,  the  SEC  maintain 
$25  million  was  diverted  to  a  Scottsdc' 
(Ariz.)  brokerage  house,  Ernest-Ed w; 
&  Associates.  Gok  says  it  was  lit 
more  than  a  mail  drop  for  the  funds. 
sleight  of  hand.  The  scheme  began 
unravel  earlier  this  year,  according  to 
vestigators.  In  early  1993,  the  trio  fo 
ed  Denver-based  Summit  Trust  Co. 
act  as  custodian  for  the  funds  raised 
First  Pension  and  VestCorp.  But  a  y 
later— last  April— Summit  President  R 
neth  Lyon  notified  Colorado  banking  r< 
ulators  that  at  least  $10  million  had  be 
siphoned  out  of  the  bank  without 
knowledge. 

SEC  regulators  now  believe  that  Coo 
er,  forging  Lyon's  signature,  wrote  1 
checks  totaling  $1.3  million  and  depos 


THE  SEC'S  CASE  AGAINST  FIRST  PENSION 


MAY  1981  TO  APRIL  1994 


VestCorp,  75%  owned  by 
William  Cooper  and  two 
partners,  raises  $99  mil- 
lion through  21  8  limited 
partnerships^ostensibly, 
to  invest  in  real  estate. 


Cooper-controlled  First 
Pension,  which  controls 
$67  million  of  VestCorp 
assets,  starts  distributing 
$2.1  million  in  dividends 
to  VestCorp  clients— even 
though  the  partnerships 
are  generating  no 
income. 

DAW:  SECURITIES  &  EXCHANGE 
COMMISSION  COMPLAINT 


First  Pension  deposits 
investor  funds  in  two  cus- 
todial accounts.  Two 


years  later,  it  begins 
diverting  approximately 
$25  million  from  the 
accounts  to  Ernest-Edwards 
&  Associates,  a  Scottsdale 
brokerage  company 
controlled  by  Cooper  In 
February,  1993,  Cooper 
and  his  associates  form 
Summit  Trust,  which 
becomes  custodian  for  all 
First  Pension  accounts. 


APRIL,  1994 


Cooper  writes  checks  for 
$  1.3  million  on  Summit 
accounts,  then  deposits 
them  in  other  accounts  he 
controls.  Another  $440,0 
is  put  in  an  account  held  b> 
Cooper's  secretary. 


have  been  a  dress  rehearsal  of  sorts. 
Over  the  next  13  years,  the  Securities  & 
Exchange  Commission  charges,  he  and 
two  associates  operated  what  may  have 
been  the  largest  real  estate  pyramid 
ever  in  a  region  rife  with  investor 
scams.  The  regulators  allege  that  the 
trio's  First  Pension  Corp.  and  its  subsid- 
iaries bilked  investors  out  of  as  much  as 
$124  million  by  selling  shares  in  limited 
partnerships  promising  returns  approach- 
ing 28%— from  property  investments  that 
were  never  made. 

Singapore  stash.  Cooper,  49,  and  his 
partners,  Robert  E.  Lindley  and  Valerie 
Jensen,  won't  comment  directly  on  the 
case  but  say  through  their  attorneys 
that  they  intend  to  cooperate  with  feder- 
al authorities,  who  filed  a  complaint  on 
May  13  in  Los  Angeles  federal  court. 
"Mr.  Cooper  profoundly  regrets  any  loss- 


Terri,  were  fund-raisers  for  a  local  chil- 
dren's home.  He  was  appointed  by  then- 
California  Governor  George  Deukmejian 
in  '84  to  the  board  of  the  California  Eco- 
nomic Development  Corp.,  a  nonprofit 
agency  studying  the  state's  economy. 

By  then,  the  SEC  alleges,  Cooper,  Lind- 
ley, and  Jensen  had  already  planted  the 
seeds  of  their  scam.  Selling  units  in  218 
separate  limited  partnerships  that  prom- 
ised to  buy  mortgages  at  steep  discounts, 
brokers  at  First  Pension's  VestCorp  Se- 
curities Corp.  subsidiary  raised  an  esti- 
mated $99  million.  "It  all  looked  so  per- 
fect, so  neat  and  clean,"  fumes  retired 
insurance-company  inspector  John  Keel- 
er,  who  invested  nearly  $8,000.  Colorful 
brochures  arrived  frequently,  says  Keel- 
er.  For  a  while,  so  did  dividend  checks. 

The  problem,  the  SEC  now  says,  was 
that  the  dividends  Keeler  received  were 


ed  them  into  Wells  Fargo  Bank  accounjt 
in  the  name  of  two  other  Cooper-coij 
trolled  companies.  At  least  50  checl 
from  investors  were  never  even  deposi 
ed  with  Summit,  the  SEC  charges,  bi 
were  instead  tunneled  into  accounts  coi 
trolled  by  Cooper  and  Lindley.  Lyon  din 
not  return  phone  calls. 

Summit  has  been  seized  by  Colorad 
regulators,  and  First  Pension  has  file 
for  Chapter  7  bankruptcy.  SEC  official: 
who  have  petitioned  the  court  to  ajV 
point  auditors  to  pore  over  First  Pei| 
sion's  books,  say  at  least  $225  millio  I 
in  other  First  Pension  investments,  unr<j 
lated  to  the  partnerships,  are  consic'i 
ered  secure.  That's  little  comfort  to  thl' 
thousands  of  other  investors  who  souglj. 
Orange  County  riches  and  instead  ma; 
have  bought  themselves  a  scam. 

By  Ronald  Grover  in  Los  Angelt 
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Microsoft  Scheduled-  takes  the  whether  they're  in  another  meeting  yourself.  Let  Scheduled-  graphically 

guesswork  out  of  scheduling  meet-  or  a  noon  aerobics  class.  overlay  a  virtually  unlimited  number 

ings.  It  lets  you  know  whether  the  So  its  easy  to  schedule  meeting  of  schedules  and  you  can  see  when 

people  you  need  are  available  or  times  that  are  convenient  for  every-  everyone's  available  to  get  together. 


not.  Without  necessarily  telling  you     one.  Without  inconveniencing 


When  it  comes  to  your  own 


ion 


WITH  SCHEDULE  +,  COMPUTERS 
CAN  TELL  YOU  WHERE  PEOPLE  ARE, 
INSTEAD  OF  WHERE  THEY'RE  NOT. 


Ink 


I  I! 


oil*!* 


V1\ 


<L\V> 


calendar,  Schedule  +  works  just  like 
your  DayRunner.  But  it  does  things 
no  ordinary  datebook  ever  could. 
Like  flashing  alarms  to  help  you 
remember  meetings  and  deadlines. 

For  more  information,  or  a  free 
demo  disk,  there's  one  last  thing  you 
need  to  write  on  a  yellow  note:  Call 
(800)  871-3271.  Ask  for  Dept.  EAK. 

A  program  designee!  to  save  von  time 
shouldn't  lake  hours  to  figure  out.  You'll  be 
using  Schedule*  in  minutes.  Because  it 
works  perfectly  with  Microsoft  Mad. 
Which  is  /nsl  one  reason  Scheduled  is  the 
top-selling  scheduler  /or  Windows  ' 


a 

m 


Microsoft 


®  iw»  Microsoft  (  orporation  Ml  nidus  reserved  Offer  good  only  in  thi 
SO  United  States  In  the  50  United  Slates,  call  (800)  426-9400  For  infotmanoi 
only  :  In  Canada  call  twmt  S6J-9048;  outside  the  United  States  and  Canada, 
s. .ill  mur  Uk.iI  Mnniv.it  subsidiary  oi  (206)  936-8661.  MnroM.it  is  ,i  rctys 


REGULATION  I 


BATTLEGROUND: 
ROCHESTER 


At  last,  the  phone  and  cable  war 
is  set  to  start 


B 


een  wondering  what  happened  to 
the  long-predicted  battle  between 
telephone  companies  and  cable-TV 
operators  over  local  phone  service?  Won- 
der no  longer. 

A  groundbreaking  agreement  involv- 
ing Rochester  Telephone  Corp.,  Time 
Warner  Inc.,  and  the  New  York  Public 
Service  Commission  on  May  17  would 
allow  Time  Warner's  local  cable  unit  to 
offer  phone  service  starting  next  year  in 
the  Rochester  (N.Y.)  area,  which  has 
about  500,000  phone  customers.  Other 
companies  also  could  compete. 

Under  the  deal,  expected  to  be  final- 
ized this  fall,  Rochester  Tel  gets  a  signif- 
icant loosening  of  regulatory  restrictions. 
It  agreed  to  a  10%  rate  cut,  followed 
by  a  seven-year  freeze  in  rates  in  ex- 
change for  an  end  to  New  York's  "rate 
of  return"  regulation,  which  limits  the 
company  to  a  return  on  equity  of  about 
10.8%.  If  Rochester  Tel  can  wring  cost 
savings  out  of  its  network,  it  will  get  to 
keep  the  additional  profit. 
model  deal.  Other  states  may  use  the 
Rochester  pact  as  a  blueprint  for  their 
own  deregulatory  actions.  In  Illinois,  lo- 
cal phone  operator  Ameritech  Corp.  has 
proposed  a  similar  opening  of  its  local 
monopoly.  One  wrinkle  in  its  plan:  It 
wants  to  be  allowed  into  the  long-dis- 
tance phone  business  as  a  quid  pro  quo— 
which  would  require  federal  action. 

The  experience  in  Britain,  where  cable 
companies  have  been  competing  for 
phone  customers  since  1991,  indicates 
that  cable  operators  may  do  well.  Of- 
fering service  for  15%  to  20%  less  than 
British  Telecommunications  PLC,  cable 
companies  have  hooked  up  .375,000 
phone  customers  so  far  and  predict 
they'll  have  650,000  total  by  yearend. 

But  Time  Warner  may  have  trouble 
making  a  profit  in  Rochester.  Well-man- 
aged Rochester  Tel's  rates  are  low:  Ba- 
sic local  service  costs  $12.96  a  month. 
Paul  B.  Jones,  a  Time  Warner  Communi- 
cations senior  vice-president,  won't  say  if 
his  company  will  undercut  Rochester 
Tel's  prices.  He  does  say  Time  Warner 
hopes  to  sell  phone-and-cable  service  in  a 
single  package.  Quite  a  concept:  Chat 
with  your  pals  and  watch  Beavis  and 
Butt-head— all  on  the  same  bill. 

By  Mark  Maremont  in  Boston 


GETTING  STUCK 
WITH  THE  CHECK 


Federal  mandates  to  fund  programs 
have  cities  and  states  screaming 


Philadelphia  Mayor  Edward  G. 
Rendell  used  to  be  a  prosecutor. 
But  two  years  ago,  he  was  so  an- 
gry he  almost  became  a  lawbreaker. 
Washington  wanted  him  to  pay  for  a 
new  $500  million  wastewater-treatment 
plant  to  protect  fish  in  the  Delaware 
River.  But  Rendell  argued  that  the  exist- 
ing plant  was  just  fine— and  pointed  out 
that  the  fish  weren't  dying.  "I  told  them, 
'I'm  simply  not  going  to  do  it,  and  you 
can  put  me  in  jail  before  I  go  along,'" 
Rendell  recalls.  The  feds  are  reexamin- 
ing their  position. 

Multiply  the  mayor's  war  story  hun- 
dreds of  times,  and  you  can  see  why 
the  Clinton  Administration  and  Congress 
face  an  insurrection  outside  the  Belt- 
way. Furious  state  and  local  officials  are 
demanding  thai  Congress  stop  passing 
so  many  programs  that  must  be  financed 
by  localities  with  no  help  from  Wash- 
ington. And  they're  getting  results.  On 
May  26,  a  Senate  panel  chaired  by  Sen- 
ator John  Glenn  (D-Ohio)  is  expected  to 
vote  on  a  bill  that  would  make  it  harder 
for  the  feds  to  push  program  costs  onto 
localities. 

Mayors  and  governors  contend  that 
unfunded  mandates  are  destroying  their 
right  to  set  priorities.  Ohio  Governor 
George  V.  Voinovich,  for  one,  complains 
that  a  law  requiring  that  rubberized  as- 
phalt be  used  in  paving  highways  cost 
his  state  $50  million.  All  told,  the  U.  S. 
Conference  of  Mayors  last  year  found 
that  10  federal  mandates  ate  up  11%  of 
city  budgets.  "Something  is  wrong  when 
you  have  to  enforce  pooper-scooper  laws 


but  you  can't  afford  the  cops  to  enfoij 
drug  laws,"  says  Rutland  (Vt.)  Ma; 
Jeffrey  N.  Wennberg. 

The  groundswell  for  change  has  p: 
duced  curious  politics  on  Capitol  H 
Republicans,  who  want  to  pare  gove: 
ment  programs,  first  waved  the  bann 
A  bill  introduced  by  Senator  Dirk  Ke: 
thorne  (R-Idaho)  would  force  Congre 
to  back  new  laws  with  cash.  But  no 
Democrats,  who  look  at  mandates  as 
way  to  finance  social  programs,  a 
jumping  in.  They're  facing  pressure  frc 
local  officials  threatening  payback 
election  time.  But  they  hope  to  mod: 
Kempthorne's  draconian  approach. 
"legitimate  concern."  For  Preside 
Clinton— who  railed  against  mandates 
governor  of  Arkansas— the  furor  is  a  1 
awkward.  Last  October,  he  signed 
executive  order  that  would  bar  fedei 
agencies  from  imposing  unfunded  rul 
on  the  states— unless  the  law  passed  i 
Congress  permits  it.  Sally  Katzen,  a  se 
ior  official  at  the  White  House  Office 
Management  &  Budget,  says  Clintoi 
order  has  already  prompted  agencies 
issue  rules  that  make  it  easier  for  stat 
to  comply.  And,  she  says,  the  Admin 
tration  is  pushing  Congress  to  relax  sor 
laws  coming  up  for  reauthorization. 

But  Katzen  says  there  are  limits  i 
how  far  Washington  can  pull  back.  S' 
shares  some  of  the  worries  of  grouj 
that  warn  that  the  antimandate  movl 
ment  could  derail  dozens  of  popukji 
laws.  "There  is  a  legitimate  concern  thll 
people  should  have  clean  water  ant 
clean  air  and  reasonable  access  to  publlf 
places,"  she  says.  "These  are  issues  that 
lend  themselves  to  national  standardsjl 
As  long  as  budgets  are  tight  and  sfflj 
cial  demands  keep  rising,  it's  unlike|| 
that  this  game  of  intergovernmental 
chicken  will  end.  And  that  could  meal 
that  more  mayors  such  as  Rendell  wJ| 
be  willing  to  risk  some  jail  time— at  thj 
feds'  expense,  of  course. 

By  Susan  B.  Garland  in  Washingto 
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MS-DOS,  you  can  work  just  like 
you  do  when  you're  in  the  office. 

You  can  log  in  anytime.  Any- 
where. Whether  you're  wireless  or 
connected  by  phone  line.  And  you 


or  the  6:14  A.M.  train  into  the  city* 

Though  Mail  Remote  can't 
save  you  from  having  to  eat  airline 
food,  it  can  save  you  from  unnec- 
essary telephone  charges.  Because 


can  send  pictures,  faxes  and  graphs.     only  Microsoft  Mail  Remote 
From  a  runway  at  JFK,  a  Motel  6,       lets  you  preview  message  headers. 

N  HAPPEN  WHILE 
IUT  OF  THE  OFFICE. 


Read  only  essential  messages.  And 
if  you  like,  download  them  automati- 
cally when  phone  rates  are  lower. 
You  can't  be  in  your  office  all  of  the 
time.  Don't  worry.  Just  call  (800) 
871-3271,  Dept.  EAK  for  more  infor- 
mation or  to  receive  a  free  demo 
disk.  Microsoft  Mail  Remote  is  the 
next  best  thing  to  being  there.  Some 
days,  it's  better  than  being  there. 

With  Microsoft  Mail  Remote,  the  best- 
selling  remote  program  for  Windows,  you'll 
always  be  in  touch  and  working  just  like 
von  do  in  the  office.  And  with  RAM 
wireless  service  and  Intel's  wireless  modem, 
you  don't  even  need  to  be  near  a  phone. 


jmailRemote  * 

    3 

Microsoft 


And  Inrels  modem  and  RAM  service  ©  l»94  Microsoft  Corporation  All  rights  reserved.  Offci  V.....J  only  n  rlic  ill  United  Slates  In  the  SO  United  Sum.  call  (SOD)  426-9400. 


DRUGS I 


RU-486'S 
ROUGH  CROSSING 


In  the  U.S.,  the  abortion  pill  has 
political  liabilities  and  weak  demand 


■J  n  1988,  it  revitalized  the  copper  in- 
I  trauterine  device.  It  paved  the  way 
9  for  the  introduction  three  years  later 
of  the  Norplant  contraceptive  implant. 
Now,  the  Population  Council,  the  non- 
profit bastion  of  American  birth  control, 
faces  its  toughest  challenge  yet:  soiling 
the  RU-486  abortion  pill. 

On  May  16,  French  drugmaker  Rous- 
sel  Uclaf  agreed  to  donate  U.  S.  patent 
rights  and  technology  for  RU-486,  which 
chemically  induces  miscarriages,  to  the 
New  York-based  council.  The  pact  came 
with  some  high-level  support:  The  Clin- 
ton Administration  had  pressed  Rous- 
sel  to  free  up  the  drug.  The  Food  & 
Drug  Administration  now  will  help  the 
council  start  clinical  trials.  Commercial- 
ization may  come  by  1996,  a  council 
spokeswoman  says.  Supporters  such  as 


Representative  Ron  Wyden  (D-Ore.)  are 
ecstatic:  "The  days  of  stalling  are  over," 
he  says. 

Exactly  how  the  council  will  sell  RU- 
486,  though,  isn't  known.  Big  U.  S.  pro- 
ducers have  steered  clear  of  the  drug, 
fearing  boycotts  by  antiabortion 
groups.  That  concern  is  what  kept 
Roussel  Uclaf  out  of  the  U.S., 
even  though  it  already  sells 
RU-486  in  Europe. 

The  council  has  coped  with 
such  reluctance  before.  In  the 
1980s,  big  companies  were  loath 
to  sell  IUDs  in  the  U.S.;  they 
were  shaken  by  the  billions  of  dollars 
in  liability  claims  paid  women  injured 
by  faulty  IUDs  made  by  A.  H.  Robins 
Co.,  among  others.  The  council  found 
GynoPharma  Inc.,  a  recently  organized 
startup,  to  market  the  device.  Now, 
GynoPharma  has  a  profitable  $25  mil- 
lion-a-year  business  in  IUDs. 
"MORNING  AFTER"  PILL.  The  council  may 
now  locate  another  small  producer  with 
no  vulnerable  consumer  products  and 
says  that  it  is  talking  to  a  dozen  candi- 
dates. The  problem:  Demand  for  the 
abortion  drug  isn't  likely  to  be  large, 
because  current  surgical  methods  are 
less  complicated  and  less  painful.  Roder- 


'I 

; 


ick  L.  Mackenzie,  GynoPharma's  chap 
man,  figures  the  immediate  U.  S.  marM  - 
for  RU-486  may  not  be  more  than  $■ 
million  annually.  He  says  the  drug  coil: 
capture  some  100,000  of  the  1.6  millittUtf 
abortions  done  yearly  in  the  U.  S., 
$100  a  treatment.  But  a  factory 
produce  RU-486  could  itself  cell 
tens  of  millions  of  dollars.  If 
Some  advocates  say  tjK 
drug's  real  commercsfei 
potential  lies  beyo{  ! 
abortions.  Already,  ijffij 
searchers  are  examinij-  i 
its  effectiveness  in  tre^  I 
ing  breast  and  brain  capii 
cer.  Another  use,  as  1 
"morning  after"  pill  for  contraceptive* 
slipups,  could  "change  the  [financial]  riB 
profile  substantially,"  says  one  healt: 
care  venture  capitalist. 

In  any  case,  the  council  has  the  wheii'* 
withal  to  take  its  time.  Established 
1952  by  philanthropist  John  D.  Rock 
feller  III,  it  raised  enough  from  gover 
ments  and  private  foundations  to  cover) 
$49  million  budget  this  year.  Findin 
RU-486  a  corporate  parent,  though, 
take  more  creativity  than  cash. 

By  Joseph  Weber  in  Philadelphia,  wi 
John  Carey  in  Washington 
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MARKETING  I 


WILL  A/X 
GET  THE  AX? 


"Low-cost"  boutiques  are  an 
embarrassment  for  Giorgio  Armani 


When  it  came  to  fashion  state- 
ments, no  one  made  them 
better  than  Milanese  super- 
star Giorgio  Armani.  His  sleek,  under- 
stated designs  transformed  a  storefront 
operation  into  one  of  the  most  successful 
fashion  empires  of  this  century. 

But  even  fashion  geniuses  slip  up— 
and  Armani  now  must  explain  more 
than  $100  million  in  losses  at  Simint, 
the  parent  to  his  "low-cost"  A/X:  Ar- 
mani Exchange  boutiques  in  the  U.S. 
Launched  in  early  1!*92,  A/X  aimed  to 
challenge  such  giants  as  Gap  and  The 
Limited  Inc.  If  Armani  could  get  shop- 
pers to  fork  over  $2,000  for  a  man's 
suit,  the  theory  went,  he  would  have 
no  problem  with  T-shirts  and  jeans. 

Sorry,  Giorgio.  Shoppers  stayed  away 
in  droves.  Although  the  35  trendy  bou- 
tiques are  located  in  such  high-fashion  lo- 
cations as  New  York's  Soho  and  Beverly 
Hills,  high  prices  for  basic  clothes  have 
turned  off  would-be  buyers.  A/X  T-shirts 


OFF  THE  RACK:  LOGOS  AREN'T  ENOUGH  TO  PULL  IN  SHOPPERS 


start  at  $26,  compared  with  $10.50  at 
Gap;  jeans  fetch  up  to  $68.  "Just  putting 
the  Armani  logo  on  a  T-shirt  is  not 
enough,"  says  Jon  Weiser,  president  of 
Charivari,  an  upscale  New  York  fashion 
retailer. 

SIZZLING.  The  debacle  further  tarnishes 
Armani's  image  as  a  fashion  wizard.  Af- 
ter Simint's  books  were  audited  in  early 
May,  Milan's  stock  exchange  suspended 
trading  in  the  company,  which  also  man- 
ufactures Armani  jeans.  Then,  in  mid- 
May,  Simint  officials  announced  losses 
of  $115  million  for  the  first  ten  months 
of  the  past  financial  year. 

Just  a  few  years  ago,  Simint  seemed 
a  sizzling  European  fashion  play:  Under 
Armani  and  Milanese  financier  Francesco 


Micheli,  Simint  rack 
up  $220  million 
sales  by  1992.  But 
last  year,  U.  S.  sal 
were  slumping.  Lu< 
Ramella,  Simint's  CE 
left  without  explan 
tion  in  October.  I 
February,  Micheli  w; 
out,  too,  selling  h 
stake  to  Armar, 
Simint  stock  traded 
barely  one-quarter  i 
1990  levels. 

Simint  officials  fau| 
Ramella  and  Miche 
for  mismanaging  A/ 
and  say  a  suit  holding  the  two  respom 
ble  for  the  chain's  losses  is  likely.  M 
cheli  says  he's  not  to  blame  and  that, 
any  case,  Armani  knew  about  the  prol 
lems.  He  also  faults  Armani  for  takin 
some  $100  million  in  royalties  froi 
Simint  while  the  company  was  barel 
breaking  even  over  the  past  three  ( 
four  years.  Armani  refuses  to  commen 
Meanwhile,  bankers  close  to  Simir 
say  it's  low  on  cash.  One  possible  soli 
tion,  advisers  say:  a  sale  of  the  U.|| 
operations  to  Singapore  businessma 
Ong  Beng  Seng,  a  distributor  of  Armai 
fashions  in  the  Far  East  who  recentl 
bought  into  Simint.  Perhaps  Seng  ca 
figure  out  how  to  sell  a  $26  T-shirt, 

By  John  Rossatit  in  Rom 
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TED  BY  KEITH  H. 

HAMMONDS 

iW  WANTS  ITS 
WOKING  GUN  BACK 


3 


►  erious  damage  control  in 
)the  tobacco  industry:  BAT 
iustries'  Brown  & 
illiamson  Tobacco  on  May 
served  subpoenas  seeking 
review  copies  of  internal 
-year-old  documents.  The 
sty  papers  allegedly  contain 
idence  that  B&w  officials  ac- 
owledged  and  conspired  to 
/er  up  their  own  research 
awing  adverse  health  ef- 
ts of  tobacco  and  the  ad- 
tiveness  of  nicotine.  That's 
iy  Henry  Waxman  is  so  in- 
vested. The  California  con- 
sssman,  ignoring  B&w's 
)poena,  has  continued  hear- 
;s  by  his  House  subcommit- 
;  on  Health  &  the  Environ- 


LOS  I  N  G  BELL 


)i  1 1 1 1 1 1 1 1 1  1 1 1 1 1 1 1 1 1 1 


NOV.  22,  '93 


MAY  17,  '94 


SHOW  MEAD 
THE  EXIT  RAMP 


b  others  jockey  for  space 
ithe  information  Highway, 
lead  wants  out.  The  company 
lid  on  May  1 6  that  it  wants  to 
ill  its  Mead  Data  Central 
vision,  which  provides  on-line 
formation  through  the  Lexis/ 
exis  service.  Mead,  which 
jrchased  the  unit  for  $6  million 
1 968,  said  the  sale  will  allow 
to  focus  on  its  paper  business, 
vestors  reacted  equivocally, 
dding  Mead  shares  up  3%, 
44'/2,  on  the  news,  then  send- 
g  them  to  42  3/ 8  the  next  day. 
jt  PaineWebber  analyst 
iwrence  Ross  said  Mead  Data 
>uld  fetch  $1.8  billion.  Likely 
;  itors:  Knight-Ridder,  Dow 
nes,  Times  Mirror,  and  the 
ew  York  Times,  among  others. 


OATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


ment  to  determine  if  the  to- 
bacco industry  pulled  off  "one 
of  the  most  concerted  and 
well-organized  conspiracies  of 
silence  in  Corporate  Ameri- 
ca." B&w  says  the  documents 
were  stolen. 


HEADLINER 


THE  DOPE  ON 
FINANCIAL  DERIVATIVES 


Investment  bankers  couldn't 
have  expected  a  very  sym- 
pathetic hearing.  And  in  fact, 
the  long  awaited— and  much 
leaked— General  Accounting 
Office  study  on  financial 
derivatives,  finally  released 
on  May  18,  is  expected  to 
prompt  new  attempts  at  Con- 
gressional regulation.  The  re- 
port warns  that  the  failure  of 
a  large  derivatives  player 
would  have  highly  damaging 
repercussions  throughout  the 
financial  system,  and  recom- 
mends increasing  public  dis- 
closure of  derivatives  activi- 
ty and  establishing  capital 
standards  for  dealers,  includ- 
ing securities  firm  affiliates 
and  insurance  companies.  Con- 
gressional hearings  are  sched- 
uled to  continue  on  May  25, 
and  Hill  sources  say  momen- 
tum is  building  for  passage  of 
some  legislation  this  year. 


SELLING  A  MOTHER 
LODE  FOR  $5  AN  ACRE? 


This  deal  makes  nafta  look 
like  peanuts.  Calling  it 
"the  biggest  gold  heist  since 
Butch  Cassidy,"  Interior  Sec- 
retary Bruce  Babbitt  reluc- 
tantly signed  off  on  an  agree- 
ment granting  a  Canadian 
mining  company  rights  to 
1,800  gold-laden  acres  in  a  re- 
mote corner  of  Nevada.  Tor- 
onto-based American  Barrick 
Resources  clinched  access  to 
the  estimated  $10  billion 
mother  lode  thanks  to  an  1872 
law  intended  to  boost  settle- 
ment of  the  West.  Cost  to 
ABR  for  the  rights:  $5  an  acre. 
At  current  gold  prices,  ABR 
stands  to  clear  about  $4.5  bil- 
lion, after  operating  costs 
j  and  a  $1  billion  invest- 
|  ment  in  equipment. 


CORPORATE  SLACKERS  CAN  BREATHE  EASIER 


Shareholder  activists  are 
losing  a  key  reformer: 
Dale  Hanson,  ceo  of  the  $80 
billion  California  Public  Em- 
ployees' Retirement  System 
(CalPERS),  is  resigning  his 
post  to  head  a  finan 
cial-services  start- 
up. 

Since  Hanson 
joined  CalPERS 
in  1987,  the  na- 
tion's largest 
public  pension 
fund  has  pres- 
sured Corporate 
America's  poor  per 
formers  for  manage 
ment  accountability,  better 
boardroom  practices,  and  tru- 
ly independent  directors.  Dur- 
ing his  tenure,  Hanson  met 
with  65  CEOs  and  played  a 
role  in  ousting  Paul  Lego  of 
Westinghouse,  Kay  Whitmore 
of  Eastman  Kodak,  and  IBM's 


John  Akers,  among  others, 
and  in  the  early  retirement 
of  Boise  Cascade's  John  Fery. 

CalPERS  General  Counsel 
Richard  Koppes  is  likely  to 
become  acting  CEO  while  the 
board  searches  for 
Hanson's  replace- 
ment. Among  the 
contenders: 
CalPERS  Chair- 
man William 
Crist,  board 
member  Fred 
Buen  Rostro, 
and  California 
State  Teachers'  Re- 
tirement System  CEO 
James  Mosman.  Hanson  ex- 
pects to  start  his  new  job,  at 
American  Partners  Capital 
Group,  on  July  1.  The  firm 
will  invest  money  from  small- 
er pension  funds  in  housing 
and  venture  companies. 

By  Judith  Dobrzynski 


IBM:  HIGH  GEAR  FOR 
THE  SUPERHIGHWAY 


Amid  all  the  Info  Highway 
ruckus,  IBM  has  been  no- 
ticeably quiet— until  now.  The 
computer  giant  is  working  on 
final  details  of  a  plan  to  pull 
far-flung  efforts  into  a  new 
group  to  attack  superhigh- 
way-type opportunities.  It's 
investigating  interactive  TV, 
video  conferencing,  multime- 
dia, and  a  variety  of  network- 
based  offerings  including  a 
personal  communications  ser- 
vice. All  this  is  the  result  of  a 
high-level  task  force  which 
has  been  developing  what  in- 
siders call  IBM's  "infostruc- 
ture"— the  technologies  and 
services  to  deliver  network- 
centric  computing. 


HOT  LOOKING  PRETTY 
AT  MEDIA  VISION 


The  other  shoe  has  dropped 
at  onetime  Silicon  Valley 
star  Media  Vision  Technolo- 


gy. Make  that  six  shoes:  On 
May  17,  three  top  executives- 
including  founder  and  CEO 
Paul  Jain— resigned  from  the 
maker  of  personal  computer 
multimedia  gear.  The  resig- 
nations follow  allegations  by 
current  and  former  executives 
that  the  company  falsified 
sales  records  and  pushed  re- 
tailers too  hard,  prompting 
product  returns,  unexpected 
losses,  and  a  joint  FBI-SEC 
probe.  The  company  has  hired 
Price  Waterhouse  to  work 
with  its  creditors  and  banks. 
Jain  has  denied  wrongdoing. 


ET  CETERA... 


►  USAir  deferred  delivery  of 
40  Boeing  planes  and  can- 
celled options  on  76  more. 

►  Woolworth  faulted  senior 
management  for  inaccurate 
reporting;  its  CFO  resigned. 

►  Quaker  Oats  will  cut  prod- 
ucts and  jobs.  Earnings  hit: 
up  to  $130  million,  pretax. 

►  United  Airline's  stock  is 
down,  so  pilots  want  to  rene- 
gotiate a  proposed  buyout. 


Over  20  million  Americans 
are  protected  by  health  benefit  plans  provided 
through  The  Prudential. 

Proof  that  there's  strength  in  numbers. 

And  peace  of  mind  in  strength. 
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VHY  LOBBYISTS 

ifILL  KEEP  RUNNING  SCARED 


'X, 


lobbyist  surveyed  the  power-lunch  crowd  at  Duke 
Zeibert's  restaurant  and  pondered  the  brave  new 
i  world  confronting  Washington  influence-peddlers.  Con- 
;ss  will  soon  make  it  illegal  to  buy  Duke's  famous  boiled 
if  for  lawmakers  and  staffers  or  slip  them  tickets  to  Wash- 
ton  Redskins  games.  How's  a  lobbyist  to  ply  his  trade?  "We 
/e  no  choice  but  to  adapt,"  he  sighs. 
Why  so  glum?  Surprising  Beltway  insiders,  Congress  re- 
Hided  to  President  Clinton's  call  for  reform  and  is  nearing 
jroval  of  the  first  major  lobbying  restrictions  in  40  years, 
e  are  the  scapegoats  for  what  is  per- 
ved  to  be  an  improperly  functioning 
nocracy,"   grumbles  superlobbyist 
arls  E.  Walker.  Some  people  "think  if 
1  make  it  illegal  to  have  lunch  with  a 
mber  of  Congress,  you  will  eliminate 
me  and  cure  the  common  cold." 
riyperbole  aside,  the  reforms  pushed 
Senator  Carl  Levin  (D-Mich.)  and 
presentative  John  Bryant  (D-Tex.)  will 
mge  the  way  the  game  is  played.  The 
i  st  visible  symbols  of  influence-ped- 
lg— from  little  gifts  to  lavish  junkets— 
1 1  be  curtailed.  Although  special  inter- 
is  will  retain  clout  through  campaign 
itributions,  which  are  untouched  by 
■  changes,  their  activities  will  come  under  closer  scrutiny. 
1 1  disclosure.  Among  those  to  face  the  spotlight's  glare  for 
: !  first  time  are  stealth  lobbyists,  such  as  lawyers  who  dis- 
i  se  lobbying  activities  as  legal  services  and  foreign  interests 
i  o  have  successfully  masked  their  clout  on  the  Hill.  The 
asure  also  will  require  anyone  seeking  to  influence  Congress 
the  executive  branch  to  disclose  clients  and  lobbying  ex- 
cises. That  has  prompted  the  gunslingers  of  Gucci  Gulch  to 
vl  that  the  new  record-keeping  requirements,  which  differ 
J  m  IRS  lobbying  rules,  will  be  costly  and  complicated. 
Vlore  troubling  to  the  lobbyists  are  curbs  on  entertaining 


congressional  staffers,  the  key  contacts  when  it  comes  to 
shaping  legislation.  To  compensate,  one  business  rep  predicts 
firms  will  spin  the  congressional  "revolving  door"  even  faster 
to  recruit  longtime  Hill  aides  who  can  provide  access.  With 
freebie  meals  a  thing  of  the  past,  some  lobbyists  say  they  will 
seek  more  in-office  appointments  on  Capitol  Hill.  "Expense- 
account  lunches  will  be  replaced  with  buy-your-own-bagel 
breakfasts,"  says  one  representative  for  a  large  company. 

But  lawmakers  are  laboring  to  save  one  of  their  cherished 
perks:  fun-in-the-sun  "issues  briefings."  The  congressional  golf 
and  tennis  caucus  may  be  allowed  to  ac- 
cept corporate  money  for  portions  of  jun- 
kets that  they  claim  are  work-related. 
"It's  a  mutual  addiction,"  concedes  one 
trade  group  official.  "They  need  it  as 
much  as  we  need  it." 

To  be  sure,  new  restrictions  alone  will 
not  end  the  corrupting  influence  of 
special-interest  money  on  legislation. 
With  campaign-finance  reform  stalled, 
some  lobbyists  say  they  will  try  to  main- 
tain their  leverage  by  spending  more  on 
political  contributions.  Says  one  business 
official:  "Unless  Congress  passes  cam- 
paign-finance reform,  money  will  just  go 
from  lobbying  directly  to  campaigns." 
Still,  as  public  anger  at  the  influence  of  special  interests 
grows,  the  lobbyists'  loopholes  are  shrinking,  and  lawmakers 
seem  ever  more  willing  to  sacrifice  perks  to  hang  on  to  their 
jobs.  Even  hard-core  reformers  have  been  pleasantly  sur- 
prised by  the  trend.  The  current  reform  proposal  is  "much 
more  than  anyone  would  have  ever  expected,"  admits  Mere- 
dith McGehee,  an  official  at  Common  Cause,  a  self-styled  "cit- 
izens' lobby."  Many  lawmakers  hope  this  year's  flurry  of  con- 
cessions will  satisfy  irate  voters.  But  they  could  whet  the 
public's  appetite  for  a  more  substantial  second  course. 

By  Richard  S.  Dunham 


PITALWRAPUPI 


)NGRESS 


rhe  afl-cio's  dream  of  passing  legis- 
lation that  would  bar  companies 
om  permanently  replacing  strikers  is 
ding  fast.  Senate  Democratic  lead- 
's scrapped  plans  for  a  vote  before 
emorial  Day,  after  Big  Labor's  lobby- 
g  blitz  came  up  three  votes  short  of 
,e  60  it  needed  to  choke  off  a  Senate 
ibuster.  A  united  business  coalition 
is  kept  swing  senators  in  line,  and 
•me  laborites  are  miffed  that  Presi- 
j  mt  Clinton  won't  go  to  the  mat  for 
e  bill,  preferring  to  hoard  his  political 
ipital  for  health-care  reform.  A  de- 
at  this  year  could  mark  the  death  of 
bor's  cherished  goal.  Its  chief  Sen- 


ate advocate,  Howard  M.  Metzenbaum 
(D-Ohio),  is  retiring.  And  Republicans 
are  expected  to  pick  up  Senate  seats  in 
the  fall  elections. 

TRADE  

Commerce  between  the  U. S.  and 
Mexico  has  boomed  since  passage 
of  the  North  American  Free  Trade 
Agreement,  but  so  have  the  regulatory 
snarls  for  American  exporters.  Mexican 
customs  rules— such  as  a  requirement 
that  warranties  be  written  in  Span- 
ish—were largely  ignored  before,  but 
now  they  are  enforced.  One  result: 
U.  S.  computer  shipments  are  being 
held  up  until  they  meet  Mexican  elec- 
tronics standards. 


THE  WHITE  HOUSE 


I  ow  determined  is  the  Clinton  Ad- 
1  ministration  to  sell  its  health-care 
plan?  Consider  the  experience  of  the 
Computing  Technology  Industry  Assn. 
(CTIA).  When  the  group  sought  a  White 
House  briefing  in  May  about  the  Infor- 
mation Superhighway,  the  Administra- 
tion wanted  a  powwow  on  health  care 
as  well.  But  when  it  came  to  finding  a 
location,  the  Administration  claimed  it 
had  a  room  free  just  long  enough  for 
the  health-care  pitch.  When  the  CTIA 
insisted  on  its  Infobahn  session,  the 
White  House  offered  the  room  for  both 
briefings.  After  all  that,  the  techies 
pooh-poohed  the  health  plan. 
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GERMANY  I 


A  BERLIN  MERCEDES 
DEALERSHIP:  THROUGH 
THE  SLUMP,  GERMANS 
HAVE  DIPPED  INTO 
THEIR  SAVINGS 


GERMANY'S 
JITTERY  CONSUMERS 


Spending  phobia  could  weaken  the  recovery  and  harm  Europe 


Otto  Normalverbraucher— that's 
the  name  Germans  give  to  Mr. 
Average  Consumer.  This  Otto  is 
a  key  player  in  his  country's  economic 
cycle,  since  his  spending  on  everything 
from  cars  to  clothes  accounts  for  57% 
of  the  German  economy.  And  now's 
Otto's  moment  to  shine.  Thanks  to 
meaty  rate  cuts  by  the  Bundesbank, 
German  manufacturing  and  construction 
are  expanding  again.  Export  orders  are 
picking  up.  The  only  thing  needed  for  a 
nice  sustained  recovery  in  Europe's 
biggest  economy  is  for  German  con- 
sumers to  start  spending  again. 

But  this  time,  German  consumers  are 
just  clutching  their  wallets  tighter.  Per- 
sonal spending  seems  set  to  decline 


through  1994  and  1995  (chart).  It's  a 
real  case  of  spending  phobia— and  it 
could  badly  hamper  the  German  recov- 
ery. That's  a  prospect  dreaded  not  only 
in  Bonn  but  in  every  capital  in  Europe, 
since  Germany  traditionally  consumes 
$165  billion  in  imports  from  its  neigh- 
bors. To  be  sure,  the  rest  of  Europe  is 
struggling  on  its  own  out  of  recession. 
But  German  consumer  demand  could 
make  the  difference  between  a  feeble 
recovery  and  robust  growth. 

Plenty  of  factors  dampen  German 
spending.  Unemployment,  at  10%,  keeps 
rising.  Rents  are  climbing,  too,  by  6%  in 
the  west  last  year  and  58%  in  the  east. 
Then  there  are  taxes— more  and  ever 
higher  taxes— all  to  pay  off  the  massive 


outlays  triggered  by  unification.  Son 
34.4%  of  the  average  west  Gernu 
worker's  wage  is  siphoned  off  to  incon£ 
and  social-security  levies.  That's  up  fro 
30%  in  1991  and  double  what  it  was  : 
1974,  when  Germany's  economic  mirac 
years  came  to  an  end. 
suffering.  The  pressure  to  pay  for  ur 
fication  and  generous  social  services  pu 
the  country's  policymakers  in  a  tigl 
bind.  Clearly,  a  tax  cut  would  be  tl  f 
best  way  to  relieve  the  consumer.  Bi 
lower  tax  receipts  would  defeat  all  e 
forts  to  bring  a  huge  budget  deficit  ui 
der  control.  In  fact,  Chancellor  Helrm* 
Kohl's  government  thinks  an  income  su 
tax  of  7.5%  is  needed  next  year:  His  Si 
cialist  rivals  want  a  surtax  of  10%.  Th 
only  recession-ending  strategy  may  1: 
with  the  Bundesbank,  which  will  need  1 
cut  rates  further.  Lower  rates  are  fin 
but  they  work  a  lot  more  slowly  on  the 
own  than  when  combined  with  fisc; 
relief. 

So  German  consumers  keep  suffering 
Many  have  fought  desperately  to  mail 
tain  their  lifestyle.  As  a  result,  coi 
sumption  ticked  up  slightly  through  th 
worst  of  the  recession.  Trouble  wa: 
Germans  had  to  dip  into  savings  to  kee 
buying.  After  dropping  from  13.9%  < 
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-sonal  income  in  1992  to  12.8%  last 
ir,  western  Germany's  savings  ratio 
1  shrink  further  to  an  estimated  12.5% 
s  year,  two  points  below  1991's  rate. 
Few  economists  think  consumers  can 
>p  eating  into  their  seed  corn,  despite 
ttered  signs  of  higher  spending.  First- 
irter  retail-sales  volumes  did  buck  up 
%  from  the  final  quarter  last  year.  But 
i  gain,  says  Commerzbank  economist 
•gen  Pfister,  is  "a  bit  of  a  miracle.  It's 
,  a  lasting  change  in  [consumers']  be- 
/ior."  The  quarter,  indeed,  was  flat 
npared  with  the  same  quarter  a  year 
>.  Another  encouraging  sign— a  rise  in 
,o  registrations  early  this  year— was 
-ersed  in  April  with  a  12.4%  slump. 
v  frills.  Meanwhile  in  east  Germany, 
!  easy  gains  in  spending  have  evapo- 
ed.  Thanks  to  wage-leveling  with  the 
st  for  those  with  jobs  and  bigger 
es  for  the  rest,  disposable  incomes 
the  east  rose  at  a  fast  7.3%  clip  last 
ir.  But  when  adjusted  for  faster  in- 
;ion  of  8.8%  there,  says  Federation 
German  Industry  economist  Siegfried 
rig,  "real  incomes  probably  [showed]  a 
pt  decrease."  Just  like  their  western 
isins,  the  Ossis  had  to  save  less  to 
;p  spending.  Besides,  the  east  Ger- 
ns'  shop-'til-you-drop  hunger  for  Con- 
ner goods  is  now  well  and  truly  sat- 
By  early  last  year,  according  to  the 
ldesbank,  eastern  households  already 
ned  as  many  television  sets  as  west- 
iers  and  had  all  the  fridges,  freezers, 
1  washers  they  needed, 
jerman  retailers  and  marketers  are 
covering  that  customers  are  getting  a 
pickier.  At  west  Berlin's  tony 
DeWe  department  store  sales  of  ap- 
■el,  a  key  part  of  the  store's  offer- 
It  are  on  the  decline.  A  local  version 
the  Kmart  culture  has  rapidly  taken 
d:  German  consumers  are  going 
vn-market  and  avoiding  the  frilly  stuff 
t  just  costs  too  much.  Obi  and  Horn- 
ih,  two  do-it-yourself  home  repair 
ins,  are  doing  a  brisk  business.  Aldi, 
20  billion  discounter,  is  thriving.  At 
aloger  Otto  Versand  "customers  are 
ving  away  from  high  fashion,"  says 
tkeswoman  Annette  Busse.  "They 
lit  buy  so  many  trendy  articles— it's 
ik  to  basics  like  T-shirts,  jeans,  blaz- 
,  and  sweaters." 

\nalysts  also  see  consumers  delaying 
ilacement  purchases  of  everyday  ar- 
es from  clothing  to  shoes.  "Consumers 
:  at  last  realizing  how  badly  their  in- 
nes  are  being  hit,"  says  Jorg  Laser, 
■nomist  at  Hamburg-based  M.  M.  War- 
*g  Bank.  As  Germany  stumbles 
ough  a  recovery  like  no  other,  Otto 
rmalverbraucher  is  counting  every 
nnig. 

3y  John  Templeman  in  Bonn,  with 
borah  Wise  in  Berlin  and  bureau 
«  'Orts 


JAPAN  I 


HERE  COMES 

THE  GREAT  GLOBAL  TAX  WAR 


The  U.S.  struck  first  on  transfer  pricing.  Now,  Japan  is  retaliating 


On  the  campaign  trail  in  1992,  Bill 
Clinton  vowed  to  make  multi- 
nationals pay  $45  billion  more 
in  taxes.  Following  the  President's  cue, 
the  Internal  Revenue  Service  has  hit 
such  Japanese  companies  as  Hitachi, 
Yamaha,  and  Nissan  with  hefty  claims. 

Now,  Japan  is  striking  back.  The 
Japanese  National  Tax  Administration 
Agency  (ntaa)  has  socked  Coca-Cola  Co. 
with  a  $145  million  tax  deficiency  for 
1990-92.  They  also  hit  AIU  Insurance  Co., 
the  Japanese  subsidiary  of  giant  Ameri- 
can International  Group  Inc.,  with  an 
$87  million  bill  that  was  later  reduced  to 
$37  million  in  a  settlement.  "There  is 
clearly  a  war  going  on,"  says  a  Tokyo 
lawyer  who  advises  foreign  companies 
on  Japanese  tax  laws. 

All  of  these  cases  involve  disagree- 


umentation.  The  burden  is  on  them  to 
prove  that  the  transfer  prices  they  re- 
port are  "arms  length,"  or  the  same  as 
those  that  would  have  been  reached  by 
unrelated  parties.  "It  doesn't  say  you 
have  to  hire  an  outside  economist  or 
lawyer,  but  the  fact  is  any  sizable  com- 
pany will  have  to  do  that,"  says  William 
C.  Gifford,  a  tax  partner  at  the  New 
York  law  firm  of  Davis  Polk  &  Wardwell 
in  New  York. 

American  multinationals  are  also  feel- 
ing the  irs's  bite.  PepsiCo  Inc.  is  now 
battling  the  IRS  over  an  $880  million  bill 
for  1985-89  that  was  levied  after  an  ex- 
tensive audit  of  such  subsidiaries  as  Taco 
Bell,  Pizza  Hut,  and  Kentucky  Fried 
Chicken.  PepsiCo  is  asking  for  a  $213 
million  refund. 

But  the  Japanese  think  they  are  being 


ments  over  what  is  called  transfer  pric- 
ing, the  accounting  system  by  which 
companies  report  cross-border  transac- 
tions among  subsidiaries.  Governments 
believe  that  multinationals  manipulate 
these  figures  so  as  to  underreport  prof- 
its and  lower  their  taxes.  For  example, 
the  IRS  said  Nissan's  U.  S.  subsidiary  in- 
flated the  prices  it  paid  to  its  parent 
for  finished  cars  it  was  importing. 
little  bite.  In  the  U.  S.,  the  IRS  has  been 
moving  aggressively  to  pierce  the  trans- 
fer-pricing veil.  It's  putting  in  penalties 
of  up  to  40%  for  underreporting,  and 
it's  tightening  up  rules.  Companies  are 
particularly  upset  by  new  requirements 
for  enormous  amounts  of  expensive  doc- 


made  special  targets.  They  are  also  an- 
noyed at  what  many  lawyers  say  is  a 
shoot-from-the-hip  approach  by  the  IRS. 
Indeed,  many  of  these  cases  end  up  be- 
ing settled  for  much  less  than  the  IRS 
initially  sought.  For  example,  in  reaching 
a  $160  million  settlement  with  Nissan, 
the  IRS  backed  clown  more  than  $600 
million  from  its  initial  calculation  of  the 
U.  S.  subsidiary's  profits,  reports  BNA 
International  Business  &  Finance  Daily. 

Still,  the  stepped-up  enforcement  has 
certainly  caught  the  attention  of  the 
Japanese  authorities.  Once  considered 
unsophisticated  on  transfer  pricing,  they 
have  come  up  the  learning  curve  rapid- 
ly. The  aig  case,  for  instance,  involves  fi- 
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nancial  services,  a  far  tougher  business 
to  audit  than  manufacturing.  The  NTAA 
said  that  American  International  Group 
was  inflating  reinsurance  fees  paid  to 
subsidiaries  in  Bermuda  and  elsewhere. 
The  Japanese  "are  trying  to  get  on  the 
dance  floor,  too,"  says  David  Rosen- 
bloom,  a  transfer  pricing  specialist  at 
Caplin  &  Drysdale  in  Washington. 
PEACE  EFFORT.  Rosenbloom  adds  that  oth- 
er countries  are  also  trying  to  tap  into 
what  they  see  as  a  potentially  lucrative 
revenue  stream.  The  German  tax  agen- 
cy is  "heightening  audit  activity  beyond 


what  they  ordinarily  do,"  he  says. 

Fear  is  widespread  that  an  all-out  tax 
war  is  about  to  erupt.  To  head  that  off, 
the  Organization  for  Economic  Coopera- 
tion &  Development  has  been  trying  to 
update  its  1979  guidelines  for  transfer 
pricing  that  most  countries  use. 

The  big  issue  is  whether  there  will  be 
a  move  away  from  "arms  length",  which 
some  lawyers  say  is  an  unworkable  stan- 
dard for  companies  in  other  than  com- 
modities businesses.  Experts  and  some 
members  of  Congress  are  pushing  for  a 
possibly  simpler  system  that  allocates 


profits  by  a  formula  such  as  the  statd 
California's  that  factors  in  percentage: 
world  sales,  assets,  and  other  indicate 

The  OECD,  lobbied  hard  by  the 
is  likely  to  stump  for  keeping  the  ar 
length  concept.  But  it  may  recommi 
use  of  a  formula  system  in  some  ca 
such  as  global  financial  trading,  wh 
even  the  IRS  seems  to  be  agreeal  ' 
Whatever  the  outcome,  the  confusio: 
unlikely  to  end  anytime  soon. 

By  Stanley  Reed  in  New  York,  La 
Holyoke  in  Tokyo,  and  Douglas  Harbn 
in  Washington 


MEXICO  I 


WILL  A  YANQUI  PARTNER 
MAKE  TV  AXTECA  A  PLAYER? 


An  NBC  deal  would  help  the  TV  network  take  on  giant  Televisa 


When  Ricardo  Salinas  Pliego 
bought  two  television  net- 
works from  the  Mexican  gov- 
ernment for  $640  million  last  year,  one 
of  the  assets  he  acquired  was  the  styl- 
ized eagle  that  is  the  logo  for  TV  Azteca. 
Now,  Salinas  has  added  another  bird  to 
his  collection:  the  NBC  Inc.  peacock. 

The  Azteca  alliance  with  the  U.  S.  TV 
network,  announced  in  mid-May,  could 
feather  both  nests  nicely. 
Salinas'  highly  leveraged 
media  company  will  get 
access  to  reams  of  pro- 
gramming and  expert 
technical  assistance.  It 
could  also  get  a  sorely 
needed  cash  infusion.  And 
Azteca  will  provide  a  plat- 
form for  NBC's  expansion 
into  Latin  America. 

"TRULY  EXPLOSIVE."  With 

the  Azteca  deal,  NBC  be- 
comes the  first  U.  S.  com- 
pany to  brave  the  broad- 
cast market  south  of  the 
border.  The  network  says 
it  is  attracted  by  Mexico's 
TV  audience  of  80  million 
viewers  and  what  it  sees 
as  huge  opportunities  in 
the  wake  of  NAFTA's  pas- 
sage. "We  put  Mexico  up  there  with 
China  and  India  as  one  of  the  truly  ex- 
plosive growth  markets,"  says  Tom 
Rogers,  president  of  NBC  Cable  &  Busi- 
ness Development. 

While  no  money  has  yet  changed 
hands,  the  deal  gives  NBC  the  right  to 
acquire  10%  of  Azteca's  stock  for  $120 
million  by  yearend  and  increase  that  in- 
vestment to  20%  over  three  years.  But 


executives  close  to  the  network  say  it 
may  wait  a  few  years  before  deciding  to 
purchase  an  equity  stake. 

It  will  take  more  than  the  famous 
peacock  to  impress  Azteca's  competitor, 
Grupo  Televisa,  Mexico's  own  behemoth. 
With  three  national  networks  and  a  90% 
share  of  the  Mexican  ad  market,  it  has  a 
virtual  lock  on  Mexican  television.  Its 
more  than  42,000  hours  of  programming 


wa 
>K 
d-bei 
pertior 

the  s 
ps 
Tons 

k[ 
toi 
tell 


iitl 


and  its  interests  in  publishing,  radio, 
and  recording  make  it  the  largest  Span- 
ish-language entertainment  conglomer- 
ate in  the  world. 

Faced  with  a  mature  broadcast  mar- 
ket in  the  U.  S.,  NBC  and  its  rivals  are 
seeking  growth  overseas.  But  the  surge 
southward  so  far  has  been  mostly  in 
pay  TV.  MTV,  the  Discovery  Channel, 
TNT,  and  Fox  are  all  broadcasting  in 


Spanish  to  Latin  America's  wealthy  s 
scribers.  NBC  climbed  aboard  last  y 
with  its  24-hour  news  service,  Canal 
Noticias.  The  network  also  paid  $23 
lion  for  a  56%  stake  in  Europe's  Suj 
Channel.  And  NBC's  Rogers  says  the  n 
work  plans  to  expand  its  cable  busine 
news  service,  CNBC,  to  Latin  Amer 
and  Asia. 

losing  timidity?  For  Salinas,  the 
liance  means  valuable  knowhow  fr< 
NBC.  Before  he  bid  for  Azteca,  the  cl 
est  Salinas  had  come  to  the  TV  busin< 
was  selling  sets  in  his  family's  natiot  ; 
chain  of  Elektra  electronics  stores.  T  1 
deal  could  also  help  cure  Azteca's  pn 
lem  luring  advertisers,  as  NBC  adds  M< 
ico  to  the  global  and  regional  packages  • i 
offers  prospective  buyers.  Until  no 
Salinas  has  had  trouble  overcoming 

vertisers'  skepticism  tb  " 
he  would  ever  reach 
goal    of    25%  audienf 
share.  While  Azteca's 
erage  prime-time  share 
its  two  channels  is  up 
about     15%,     it's  n| 
enough.  The  big  advert: 
ers  "have  a  relationship 
with  Televisa,  and  they'  11 
worried  about  losing  i  i 
says  Joel  Angeles,  med  mz 
director  at  dmb&b  advc  isi 
Using  agency  in  Mexit 
City. 

But  if  nbc  can  he! 
Azteca  boost  its  rating  to 
advertisers  may  lose  the  |l 
timidity.  TV  accounts  f<  t 
about  65%  of  the  total  $1  Mi 
billion    in    Mexican   i  in 
spending  last  year,  con  ? 
pared  with  35%  in  the  U.  S.,  and  re  i 
spending  is  expected  to  grow  about  15  4 
this  year.  With  advertisers  competir  ' 
to  win  the  hearts  and  minds  of  the  60'  - 
of  Mexicans  under  25,  there's  plenty  <  o 
room  for  another  player  in  Mexican  T1 
With  Azteca,  NBC  wants  to  be  sure  it  ■ 
there  first. 

By  Elisabeth  Malkin  in  Mexico  Cit 
with  Mark  handler  in  New  York 
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VHY  THE  WEST  MAY  COME  UP  EMPTY 
N  A  MONSTER  OIL  PATCH 


— 
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ust  a  year  ago,  remote  Kazakhstan  was  considered  the 
world's  brightest  energy  frontier.  Oil  companies,  led  by 
Chevron,  Elf  Aquitaine,  and  Agip,  flocked  to  its  land- 
ked  steppes  and  deserts  to  exploit  the  vast  petroleum 
alth  and  the  pro-business  policies  of  Nursultan  Nazarbayev, 
i  burly  President  of  this  former  Soviet  republic. 
That  was  then.  Now,  several  huge  energy  projects,  not  to 
:ntion  Kazakhstan's  economic  future,  face  daunting  obstacles. 
)uld-be  investors  in  Kazakhstan  must  contend  with  Russia's 
issertion  of  its  regional  power,  haggles  over  pipeline  routes, 
d  rising  Kazakh  nationalism.  The  turmoil  is  threatening 
sn  the  showpiece  $20  billion,  4.5  billion-barrel  Tenghiz  pro- 
it  pursued  by  Chevron  Corp.  since  1987.  In  early  May, 
evron  announced  it  was  cutting  spending  at  Tenghiz,  stir- 
ig  speculation  that  the  project  is  in  trouble. 
Other  potential  investors  are  closely  watching  events  in  Ka- 
chstan  and  the  fate  of 
i  Tenghiz  project  in 
rticular.  Because  Ka- 
distan  has  huge  hy- 
Dcarbon  deposits  and 
long  history  of  deal- 
$  with  Western  oil 
npanies,  it  is  consid- 
sd  a  bellwether  for 
i  upstart  countries  on 
issia's  southern  tier. 
The  big  oil  projects 
mned  for  these  coun- 
es  already  are  having 
nilar  problems.  In 
:erbaijan,  probably 
3  most  promising  hy- 
xarbon  lode  after  Ka- 
distan,  an  internation- 
consortium  including 
noco,  BP,  Statoil, 
nnzoil,  and  Unocal 
ds  itself  stymied  by  local  political  chaos  and  Russia's  mus- 
ng  in  on  the  oil  wealth. 

.  hnic  turmoil.  At  the  same  time,  nascent  Kazakh  national- 
n  also  has  investors  worried.  After  two  centuries  under 
)scow's  sometimes  brutal  sway,  many  Kazakhs  are  demand- 
£  to  have  their  language,  culture,  and  traditions  restored  and 
have  wealth  redistributed  to  them  from  ethnic  Russians.  Ac- 
unting  for  39%  of  Kazakhstan's  17  million  people,  Russians 
dm  that  they  are  encountering  resistance  to  their  ownership 
property  and  are  now  meeting  discrimination  in  business 
d  in  university  admissions.  There  have  been  at  least  20 
ishes  this  year  between  Russians  and  Kazakhs.  Any  sus- 
ined  armed  conflict  is  likely  to  prompt  calls  for  military  re- 
lation from  Russia's  defense  sector  and  its  nationalist  legis- 
ts. Says  Professor  Nurbulat  Masanov,  a  historian  at 
izakhstan  State  University:  "The  possibility  of  political  col- 
jse  is  becoming  serious." 

This  ethnic  tension  arises  just  as  Russia  is  trying  to  reas- 
rt  claims  to  the  oil  wealth  of  these  lands.  Kazakhstan, 
serbaijan,  and  Turkmenistan  are  landlocked— which  strength- 
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PIPELINE  POLITICS  IN  A  TROUBLED  REGION 
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ens  Moscow's  hand.  The  Yeltsin  government  is  twisting  arms 
to  make  sure  that  virtually  all  pipelines  from  these  places  have 
their  terminals  at  Russia's  Black  Sea  port  of  Novorossiysk. 

The  Russian  drive  appears  to  be  strongly  influenced  by 
Prime  Minister  Victor  Chernomyrdin,  a  career  gas-industry 
boss,  who  "has  a  sense  of  the  importance"  of  all  this,  says  Ju- 
lia Nanay,  an  analyst  at  Petroleum  Finance  Co.,  a  Washington- 
based  consulting  firm.  Russia  wants  a  slice  of  its  neighbors'  oil 
and  gas  revenues— through  transit  fees  or  otherwise.  It  also  is 
seeking  a  choke  hold  on  the  Caspian  countries'  exports  to 
make  sure  they  don't  displace  Russia's  output  to  Europe  or 
use  their  earnings  to  turn  themselves  into  Central  Asian  Lib- 
yas.  Moscow  has  thousands  of  troops  in  the  region  to  back  up 
its  demands.  In  the  latest  pressure  move,  the  Russians,  citing 
an  old  Soviet-Iranian  treaty,  are  calling  the  Caspian  Sea— 
where  Azerbaijan,  Kazakhstan,  and  Turkmenistan  claim  prom- 
ising fields— a  Russian- 
Iranian  lake. 
DIRE  strait.  Even  it 
Western  companies  give 
in  and  send  exports 
through  Russia,  prob- 
lems are  likely  to  con- 
tinue. Turkey  also  wants 
the  pipelines  and  their 
revenues,  and  it  is  rais- 
ing environmental  con- 
cerns about  too  many  oil 
tankers  going  through 
the  Bosporus  Strait. 
Iran  is  another  possible 
route  for  exports,  but 
Washington  is  deter- 
mined to  freeze  Iran 
out.  Some  Western  com- 
panies are  pushing  for 
multiple  pipelines  to 
make  certain  they  can't 
be  held  hostage  by  a  single  power. 

There  also  is  uncertainty  over  who  will  pay  for  the  pipe- 
lines. Right  now,  Chevron  is  balking  at  bearing  most  of  the 
more  than  $1  billion  cost  of  building  a  line  out  of  Tenghiz.  The 
company  had  been  working  with  other  members  of  the  Cas- 
pian Pipeline  Consortium,  including  Kazakhstan,  Russia,  and 
the  Oman  Oil  Co.,  which  is  headed  by  Bermuda-based  trader 
John  Deuss.  Both  Russia  and  Kazakhstan  agreed  to  contribute 
only  existing  pipelines  as  their  share.  Oman  would  offer  only 
a  feasibility  study,  while  requiring  Chevron  to  put  up  most  of 
the  equity  and  shoulder  the  risk. 

Still,  Chevron  won't  be  able  to  back  away  easily  from  Ten- 
ghiz, one  of  the  world's  last  giant  new  fields.  The  California 
major  is  basing  its  growth  strategies  over  the  next  two 
decades  on  new  overseas  projects,  such  as  Tenghiz.  Chevron 
and  other  companies  pursuing  former-Soviet  megadeals  will 
try  hard  to  make  them  work.  But  some  are  beginning  to 
wonder  if  they  are  chasing  illusions. 

By  Juliette  Rossant  in  Almctty,  Kazakhstan,  and  Peter  Galusz- 
ka  in  Moscow 
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Parallel  processing  is  almost  as 
amazing  as  Nature  itself.  And  IBM  is 
leading  the  way  with  parallel  servers 
lor  both  the  System/390  and  UNIX" 
environments. 

Like  Natures  most  efficient 
creatures,  IBM's  parallel  servers 
divide  up  tasks  to  accomplish  bigger 


jobs  quickly.  And  this  greater 
efficiency  significantly  reduces  the 
total  cost  of 
computing. 

Scores  of 
microproces- 
sors inside  the 

servers  each  handle  parts  of  the  job 

IBM  and  System/390  are  registered  trademarks  and  POWERparallel  and  SP2  are  trademarks  of  International  Business  Machines 
UNIX  is  a  registered  trademark  ol  UNIX  System  Laboratories,  Inc.  ©1994  IBM  Corp. 


(just  like  these  little  guys),  while  tl 
system  as  a  whole  coordinates  ai 
seamlessly  completes  the  projec 
Everything  from  existing  applic 
tions  to  emerging  ones  like  da 
mining  and  video-on-demand. 

And  recent,  dramatic  IB 
breakthroughs  are  what  have  pi 

Corporation 


Announcing  IBM's  new  parallel  processing. 
Its  division  of  labor  conquers  bigger  jobs  for  smaller  costs. 


let!  all  within  your  reach.  In  the 
sai  ?tem/390  environment,  IBM's 
ojei  :lusive  new  S/390  Parallel  Sysplex 
plic  hnology  is  the  key  — adding 

da  |  »verlul  data-sharing  capability  to 
ur  existing  system.  And  in  the 

16  »JIX  environment,  the  new  IBM 
e  p  WERparallel  SP2  now  makes  both 


numeric-intensive  and  data-analysis 
processing  practical  for  your  system. 

Whichever  environment  you 
use,  your  current  investment  is 
protected— and,  indeed,  greatly 
enhanced. 

Only  IBM  has  the  innovation, 
the  resources  and  the  commitment 


to  customer  service  to  oiler  you  this 
affordable,  unparalleled  choice  in 
parallel  technology. 

So  join  the  ranks  of  IBM  parallel 
processing  today.  By  dividing  the 
labor,  you'll  conquer  the  costs. 
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HEALTH  CARE  I 


EVEN  CHEERLEADERS 
GET  THE  BLUES 


Selling  the  Clinton  health  plan  isn't  easy — especially  in  union  halls 


■  t's  an  early  May  morning  in  a  Mil- 
I  waukee  union  hall,  and  AFL-CIO  orga- 
H  nizer  Diane  M.  Ebenreiter  is  mid- 
way through  her  standard  pep  talk  on 
health-care  reform.  Praising  the  Clinton 
Administration's  Health  Security  Act, 
she  stresses  its  promise  of  universal 
coverage,  cost  containment,  and  quality 
care.  Then  Ebenreiter  fires  her  best 
shot:  The  proposal,  she  argues,  could 
be  a  bonanza  for  workers.  "Health-care 
costs  are  affecting  each  and  every  one  of 
us  at  the  bargaining  table,"  she  declares. 
If  the  proposal  produces  savings  for  em- 
ployers, she  says,  "we  can  get  some  of 
this  back  in  higher  wages." 

But  the  42-year-old  union  activist  is 
facing  an  unexpectedly  tough  audience: 
seven  skeptical  leaders  of  District  10  of 
the  International  Association  of  Machin- 
ists &  Aerospace  Workers.  "Since  when 
do  they  pass  along  savings?"  asks  one.  "I 
want  to  know  if  our  benefits  will  be 
taxed,"  chimes  in  another-.  After  the  ses- 
sion, Daniel  L.  Bigalke,  a  District  10 
business  rep,  says  he  isn't  sold  on  the 
Clinton  plan.  "We've  got  a  wait-and-see 
attitude,"  he  says.  "Right  now  all  of  us 
are  just  learning  what  this  is  about." 
IN  THE  TRENCHES.  The  skittishness  that 
pervades  the  meeting  may  hold  ominous 
overtones  for  the  White  House.  Except 
for  some  old-line  industries  with  huge 
medical-insurance  bills,  such  as  autos, 
much  of  business  opposes  the  Clinton 
plan.  So  the  White  House  is  counting 
heavily  on  a  push  from  Big  Labor. 

Ebenreiter  and  hundreds  of  other  un- 
ion foot  soldiers  have  taken  to  the 
trenches  in  a  $10  million  grassroots  cam- 
paign to  revive  the  plan's 
flagging  chances.  But  the 
chilly  reception  she  re- 
ceives in  Milwaukee  is 
one  sign  that  the  rank 
and  file  may  not  be 
marching  in  lockstep  be- 
hind their  leadership.  In 
fact,  if  Ebenreiter's  expe- 
rience in  Milwaukee  is 
any  indication,  the  chance 
of  a  late  surge  of  support 
from  the  hinterlands 
looks  like  a  long  shot. 
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Should  the  union-backed  campaign  to 
generate  millions  of  phone  calls  and  let- 
ters to  lawmakers  fizzle,  it  would  be 
more  than  an  embarrassment  for  Hil- 
lary Rodham  Clinton.  It  also  would  be  a 
severe  setback  for  labor  leaders,  for 
whom  health-care  reform  has  long  been 
a  Holy  Grail. 

Since  health  care  has  been  one  of  the 
most  important  benefits  a  union  can  of- 
fer a  member,  at  first  glance  it's  hard  to 
understand  why  Big  Labor  would  be 
such  a  big  backer  of  reform.  But  reform 
could  aid  laid-off  workers  whose  benefits 
have  run  out.  And  because  some  union- 


AFKIO 

organizer 

Ebenreiter 

a  break: 
A  lot  of 

rank  and  filers, 
still  steamed 
over  NAFTA, 
are  less  than 
eager  to  back 
the  Clinton  plan 


BIG  SPENDERS  IN  THE  HEALTH-REFORM  BATTLE 


HEALTH 
INSURANCE 
ASSN. 

$  1 4  million  on  TV, 
radio,  and  print 
ads,  including  the 
Harry  and  Louise 
TV  commercial 


AMERICAN 
MEDICAL 
ASSN. 

$2  million  on  adver 
tising  in  1 993,  plus 
another  $2  million 
on  print  ads  alone 
in  1994 

DATA.  HEALTH  INSURANCE  ASSOCIATION  OF  AMERICA,  AMERICAN  MEDICAL  ASSN,  AMERICAN  HOSPITAL  ASSN 


ized  employers'  health  premiums  couM 
be  slashed  by  50%,  a  health-care  oveH 
haul  would  enable  union  leaders  to  focH 
on  wages  during  contract  talks. 

Top  labor  officials  are  having  troubB 
whipping  up  fervor  for  the  plan,  howei. 
er.  Why?  Many  union  members  are  stfl 
seething  over  White  House  backing  fa 
NAFTA.  And  Clinton's  tepid  support  » 
the  striker-replacement  bill  (page  3m> 
won't  help  calm  them  down.  Besides 
since  organized  workers  already  enjcB 
generous  health  beB 
efits,  they  fear  th  | 
a  shift  toward  a  n| 
tional  benefits  pac  I 
age  could  erode  su  I 

What's  more,  son 
lawmakers  are  mu 
ing  taxing  benefi 
beyond  a  standai 
package  to  pay  f< 
reform— and  unk 
workers  could  take 
major  hit. 

Tag    along  wit 
Ebenreiter  on  a  ty 
ical  day,  and  you  a 
see  why  labor's  ba 
tie  is  uphill.  Ebe 
reiter  spends  at  lea 
five  days  a  week  c 
the  road,  away  fro 
her  husband  and  tw 
stepdaughters 
Sheboygan,  Wis.  From  dawn  until  w€ 
after  dark,  Ebenreiter  moves  from  fact 
ry  to  union  hall  repeating  her  healti 
care  mantra.  "We've  got  to  let  the: 
know  what  we  want,"  she  says.  "One 
the  law  is  made,  that's  it.  There's  not 
ing  we  can  do." 

At  the  meeting  with  the  machinists  : 
Milwaukee,  she  has  to  spend  more  ths 
an  hour  reassuring  the  veteran  trac 
unionists  and  walking  them  through  t 
details  of  the  proposal.  To  the  oft'ici 
worried  that  benefits  would  be  taxe 
she  replies  that  they  wouldn't  be.  "But 
don't  see  that  in  here,"  he  protests  as 
pores  over  his  brochur 
After  the  meeting,  sh 
heads  to  a  nearby  Iris 
pub  for  lunch  and  a  stra 
egy  session  with  ht 
counterparts  at  the  Wi 
consin  Federation  < 
Nurses  &  Health  Profei 
sionals  and  Wisconsin  Ci 
izen  Action.  Soon,  th 
talk  turns  to  the  Nort 
American  Free  Trad 
Agreement  and  labor 
bruised    feelings  ove 
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$500,000  since 
September  for  ads 
that  are  targeted 
to  key  congres- 
sional districts 
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"The  Fax  With  The  Lowest  Cost-Per-Copy 
Is  One  Player  You  Can't  Do  Without." 

Bill  Walsh,  Championship  Coach 


SUE  HERERA. 
JANICE  LIEBERMAN. 
WATCHING  OUT  FOR  YOUR 
MONEY  ON  MONEY  TONIGHT. 

Want  to  make  more  money?  Tune  in  to  CNBC's  hottest  new 
show,  Money  Tonight  and  watch  your  money  grow.  Hosted  by 
Sue  Herera,  an  expert  on  personal  finance  issues,  and  Janice 
Lieberrnan,  the  award-winning  investigative  journalist  spe- 
cializing in  exposing  consumer  ripojfs,  Money  Tonight  is  the 
premier  show  on  television  about  managing  your  money.  And 
with  editors  and  reporters  from  Business  Week  magazine 
bringing  their  expertise  to  Money  Tonight  every  Thursday, 
you're  guaranteed  to  profit  from  timing  in. 

Watch  Money  Tonight.  Because  in  the  game  of  money,  tomor- 
row's too  late. 


BusinessWeek 


Beyond  news.  Intelligence. 

is  featured  on 
Thursday  nights. 

MONEY  TONIGHT 
Monday-Friday 
7:30  pm  (ET) 


Only 


on 


First  In  Business 
First  In  Talk 
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Clinton's  fervent  support  for  the  pp 
Nancy  Van  Meter,  a  field  represent 
of  the  federation,  which  represents  3] 
health  professionals  in  the  state, 
that  labor's  nafta  defeat  remains  su 
bitter  memory  for  many  rank  and 
ers  that  when  she  began  pitching 
ton's  health-care  proposal,  "we  we: 
even  calling  this  the  President's  bill| 

After  lunch,  Ebenreiter  sets  off 
a  round  of  meetings  with  reporters, 
iticians,  social-service  officials,  an| 
building-trades  leader.  One  key  mee 
is  a  visit  to  the  office  of  Senator 
Kohl  (D-Wis.)  with  Ralph  R.  Janasik 
unemployed  pressman  whose  wife 
fers  from  multiple  sclerosis.  Janasik 
his  job  when  his  boss  declared  b 
ruptcy.  His  insurance  ran  out  in  A 
and  his  union,  Milwaukee  Graphic 
Local  577,  is  picking  up  the  cost  thro 
May  30.  After  that,  Janasik  won't  h 
any  help  footing  the  $1,000  monthly 
for  his  wife's  treatment. 

At   Kohl's  office,  Ebenreiter 
Janasik  talk  to  an  aide  about  what  \ 
might  be  available,  including  a  state- 
emergency  insurance  pool  for  pe 
with  preexisting  conditions.  Then  t 
go  to  the  local  United  Way,  where  a 
cial  worker  promises  to  try  to  h| 
Janasik  find  a  job  so  that  he  doe: 
have  to  dip  into  retirement  funds.  Hi 
ing  Janasik  represents  a  three-hour 
trip  for  Ebenreiter.  But  it  helps 
underscore  for  Kohl's  office  that  e 
well-protected  union  members 
health  security. 
TOUGH  SELL.  Ebenreiter  ends  her  da; 
a  cavernous,  smoke-filled  room  in 
American  Serb  Memorial  Hall,  tal. 
to  a  group  of  about  20  member's  of  U; 
ed  Auto  Workers  Local  9.  Though  th 
brewery  workers  have  just  finished  ti 
shift,  they  listen  patiently  as  Ebenrei 
talks  up  reform.  But  when  she  c 
pletes  her  litany  of  benefits,  a  woman 
tacks  her,  declaring  angrily  that  she 
heard  that  the  reform  package  wo 
not  cover  her  aging  mother.  Ebenrei 
her  energy  flagging,  tells  her  the  Pri 
dent's  plan  would  cover  everyone. 

So  goes  a  day  in  the  health-refo 
trenches.  "My  husband  sometimes  w< 
ders  why  I'm  so  tired  and  crabby 
the  weekends,"  sighs  Ebenreiter 
remains  optimistic  about  enactment  o: 
broad  health-care-reform  plan,  desp 
a  growing  sense,  in  and  out  of  Washi 
ton,  that  lawmakers  have  already  mai 
up  their  minds  to  pursue  politically  s; 
er— and  cheaper— incremental  change 
And  politicians  may  not  be  the  on 
wary  ones.  Union  workers,  it  turns  oi 
may  also  be  fearful  of  taking  a  gre 
leap  into  the  health-care  unkno 
By  Christina  Del  Voile  in  Milwauk 
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GOVERNA 1 


YOU 

probably  feel  like  the 


Wed  like  to  suggest  you're  the 

salmon. 


(NOW,  LETS  TALK  DISABILITY  INSURANCE. 


.  Unum®  the  lighthouse  artwork,  "VVe  see  farther,"  and  "Here's  to  a  long  life,"  are  service  rnarlfs  nfTin'  M  Corp.  *j| 


It  happens  like  this.  You're  young.  You  re  healthy.  You're     they're  disabled.  Whether  its  through  an  individual  or  group 


mming  along  whe?t,  POII '! 

Nobody  goes  through  life  planning  to  be  disabled.  But,  the 
is,  one  out  of  four  of  us  will  suffer  some  kind  of  disability 
)Ur  lifetime.  So  what  should  we  do?  Horry?  Run?  Hide? 
We  have  a  few  thoughts  on  that  subject.  We're  Unum,  the 


policy  or  a  combination  oj  both.  And  by  making  sure  that  any 
transition  from  short-term  to  long-term  coverage  is  as  smooth 
and  painless  as  possible. 

Meanwhile,  we've  heard  some  good  news:  We're  all  living 
longer.  So  now,  we're  even  planning  for  that.  Our  long  term 
care  coverage  can  give  people  back  their  must  valuable  ability 


iing  provider  of  disability  insurance  coverage.  A)id  if 
<e  learned  anything  in  our  145 years  in  the  business,  its  that     oj  till.  The  ability  to  remain  independent 

It's  simple.  We  offer  more  unique  sola 


iership  means  more  than  just  offering  a  handful  of  policies 
'a  promise  to  be  there  when  it  counts.  It's  about  thinking 
'rently  from  other  companies.  It's  about  thinking  ahead. 
How?  By  planning  to  give  people  the  help  they  need  when 


Hons  than  anyone  in  the  business.  So  when 
people  need  help,  they  vet  it.  fust  like  that. 

Unum 

Here's  to  a  long  life.  lie  see  farther. 


We  invite  you  to  contact  your  broker  jor  more  information. 
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NATIONAL  ORGANIZATION  ON  ©D0ABILITY 


HONORARY  CHAIRMAN 
Gerald  K  lord 


DIRECTORS 

I'lulip  I    Beekman,  Chairman 

chairman  and  CEO,  Hook-SupeRx,  Inc 
James  S.  Urady,  Vice  Chairman 

Former  White  House  Press  Secretary 
Alan  A  Reich,  President 
Hon.  Gciry  Abramson 

Mayor,  Louisville,  KY 

President.  U.S.  Conference  of  Mayors 
Henry  B  lietts.  M.D. 

Medical  Director  and  (  T<  I 

Rehabilitation  Institute  of  Chicago 
Riehard  Bishop,  Esq. 
Bertram  S  Brown,  M  D 

Forensic  Medical  Advisory  Service 
Tony  Coelho 

Managing  Director 

Wertheim.  Schroeder  &  Co.,  Inc. 
Douglas  D  Danforth 

Retired  <  'hairman 

Westinghouse  Flectnc  Corporation 
Richard  M  DeVos 

N  < )  D  Founding  ( 'hairman 

Retired  President,  Amway  Corporation 
Stephen  L  Feinberg 

Chairman  and  CEO 

Dorsar  Industries.  Inc 
Bruce  G.  Freeman 

Chairman 

Marts  &  l.undy,  Inc 
George  H.  Gallup,  Jr. 
Chairman 

The  George  H  Gallup 

International  Institute 
William  R.  Howell 

Chairman  and  CEO 

I  (    Penney  Co  .  Inc 
Mercedese  M.  Miller 

President 

SFRD/BTS.  Inc 
Mary  Jane  Owen,  Director 

National  Catholic  Office 

for  Persons  with  Disabilities 
John  W  Patten 

President,  Business  Week  Group 
Itzhak  Perlman 
Robert  C  Pew 

Chairman 

Steelease.  Inc 
Lewis  B  Puller,  Esq. 
Russell  G  Redenbaugh 

Chairman  and  CI  O 

Action  Technologies,  Inc 
Jeffrey  P  Reich 

Senior  .Managing  Director 

Bear  Stearns  &  Co  .  Inc 
Michael  T  Rose 

President 

Michael  T.  Rose  Companies 
Alan  Rubin 
President 

National  Park  Foundation 
Vincent  A  Sarm 

Ret  Chairman  and  CEO 

PPG  Industries,  Inc 
Raymond  Philip  Shatcr 

Former  <  iovernor  ot  Pennsylvania 

Counselor,  Dunaway  &.  Cross 
W  Reid  Thompson 

Retired  Chairman 

Potomac  Flectnc  Power  Company 
Jack  Valcnli 

President  and  CI  O 

Motion  Picture  Association 

ot  America,  Inc 
Reverend  Harold  Wilkc 

Director.  The  Healing  Community 
John  I  C  Yeh 

<  hairman 

IMS  Technologies,  Inc. 
Raul  Yzaguirre 
President 

National  Council  ol  La  Ra/a 

Robert  J  Saner  II,  Esq.,  Counsel 

Powers,  Pyles,  Sutler*  Verville.  PC. 

Edward  Kennedy,  Jr 
Special  Ambassador 
for  U.N.  Disability  Initiative 

CONGRESSIONAL  SPONSORS 

Sen  Robert  Dole.  KS 

Sen   lorn  liarkin,  I A 

Sen  Daniel  Inouye,  HI 

Sen  Edward  Kennedy,  MA 

Sen  Paul  Simon,  II 

Rep  Michael  N  Castle.  DE 

Rep  Julian  Dixon,  CA 

Rep  Steny  Hoyer,  MD 

Rep.  Major  R.  Owens,  NY 

Rep  Al  Swift,  WA 

Rep  Henry  Waxman,  CA 


James  S.  Brady,  Vice  Chairman 


910  Sixteenth  Street,  NW,  Washington,  D.C.  20006' 

Dear  Business  Week  Reader: 

You  may  not  be  able  to  tell  from  our  photos,  but  we 
both  use  wheelchairs. 

One  of  us  was  organizing  a  Presidential  event  at  the 
Washington  Hilton  when  an  assassin's  bullet,  aimed  at 
President  Reagan,  happened  to  strike  the  President  s 
Press  Secretary  instead. 

The  other  was  diving  into  a  Massachusetts  pond 
during  a  family  outing  and  suddenly  hit  a  bottom  that 
was  too  shallow,  snapping  his  spinal  cord  at  the  neck. 

That  is  how,  in  an  instant,  we  joined  the  disability 
community.  Anyone  can;  no  one  is  immune.  We  both 
had  families,  careers,  ambitions,  lives — and  were  deter- 
mined, one  way  or  another,  to  keep  them,  maintain   Alan  a.  Reich,  President 
them,  expand  them.  So,  in  1984,  we  joined  forces,  within  the  National  Organization 
on  Disability  (N.O.D.),  to  work  for  the  full  participation  and  contribution  of  all 
people  with  disabilities  in  American  life. 

According  to  the  latest  census,  there  are  49  million  men,  women,  and  children 
with  disabilities — the  nation's  largest  minority.  Besides  those  of  us  who  use  wheel- 
chairs, the  disability  population  includes  people  with  hearing  impairments,  visual 
impairments,  speech  impairments,  missing  extremities,  mental  retardation, 
epilepsy,  and  other  physical,  mental,  or  emotional  disabilities  that  substantially 
limit  major  life  activities.  And  living  with  these  individuals  and  their  disabilities  on 
a  daily  basis  is  at  least  an  equal  number  of  family  members. 

Since  it  is  in  the  communities  of  America  where  people  with  disabilities  go 
about  their  lives,  N.O.D.  promotes  voluntary  grassroots  action  through  our  growing 
network  of  Community  Partners-  3,500  member  towns,  cities,  and  counties.  In 
our  ongoing  "Calling  on  America"  campaign,  we  call  on  our  partners  to  expand 
participation  in  jobs,  education,  religious  worship,  and  voting,  and  in  social,  cultural, 
and  recreational  activities.  We  call  for  effective  implementation  of  the  Americans 
with  Disabilities  Act  (ADA)  of  1990,  for  which  N.O.D.  and  many  other  disability 
groups  fought  long  and  hard.  And  we  call  on  everyone  to  help  open  opportunities 
and  improve  attitudes  toward  all  those  with  disabilities. 
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To  find  out  how  people  with  disabilities  are  doing  and  how  they 
feel  about  their  lives  and  their  futures,  N.O.D.  recently  commis- 
sioned Louis  Harris  &  Associates  to  conduct  the  "N.O.D.  Survey 
of  Americans  with  Disabilities,'^  the  most  extensive  such  poll  ever 
undertaken.  Some  of  the  findings,  related  to  employment,  are 
reported  for  the  first  time  in  this  Business  Week  special  section  in  an 
article  by  Harris  President  and  CEO,  Humphrey  Taylor. 

While,  as  you  will  read,  people  with  disabilities  say  things  are 
improving  for  them,  the  fact  remains  that  the  gap  in  employment 
levels  between  individuals  with  and  without  disabilities  is  actually 
widening — despite  an  overwhelming  willingness  to  work. 

To  help  close  this  employment  gap,  N.O.D.  three  years  ago  estab- 
lished  the  Disability  2000   (  1  ( )  C  ouncil,  composed  of  250  CE(  )s 
of  companies  large  and  small.  (They  are  listed  in  a  public  service 
advertisement  in  this  issue.)  Several  of  these  CEOs  eloquently  make 
the  case  in  these  pages  for  employing  people  with  disabilities.  Significantly,  they  see  such  hires  not  as  altruism, 
but  as  good  economic  sense. 

Excellent  examples  abound  many  reported  in  this  Business  Week  special  section.  The  major  lesson  you  will 
learn  from  these  case  studies  is  that  employing  people  with  disabilities  is  not  only  good  for  people,  but  good  for 
profits.  Some  accommodations  in  the  workplace  may  have  to  be  made,  but,  as  we  both  have  learned,  they 
usually  are  minor  and  inexpensive. 

As  the  nation's  economic  recovery  continues,  American  business  will  face,  once  again,  a  shrinking  labor 
force.  Often  the  best  people  to  be  found  for  the  job  will  be  those  with  disabilities.  Once  employed,  they  will  be 
contributing  to  business  prosperity,  family  incomes,  and  the  economic  well-being  of  our  nation. 

The  entire  Board  of  Directors  of  N.O.D.  joins  us  in  expressing  appreciation  to  Business  Week  for  publishing  this 
special  section,  "The  New  Competitive  Advantage,"  and  to  the  advertisers  whose  support  has  made  it  possible. 

We  call  on  you  and  the  other  6.5  million  readers  of  Business  Week  to  join  us  in  expanding  the  participation  of 
people  with  disabilities  in  Americas  work  force. 
Everyone  gains! 

Sincerely, 


Alan  A.  Reich 

President 


James  S.  Brady 

Vice  Chairman 


•  • 

•  • 
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Full  Participation: 
A  Dream  Deferred 

Full  participation  in  society— lor  most  Americans,  it's  a 
benefit  to  be  taken  lor  granted— is  a  perquisite  of  living 
in  the  globes  most  tree  and  prosperous  nation.  But 
for  America  s  49  million  citizens  with  disabilities,  full 
participation  remains  a  dream  long  deferred. 

One  pair  of  statistics  tells  the  story 
as  plainly  as  any  other.  In  1 970,  56%  of 
working  age  Americans  with  disabilities 
were  not  participating  in  the  labor  force. 


By  1990,  this  proportion  actually  had 
risen — to  61%. 

It  was  the  tremendous  human  and 
social  cost  associated  with  this  condition 
that,  in  part,  provided  the  impetus  for  the 
passage  of  the  Americans  with  Disabilities 
Act  (ADA)  in  1990.  The  most  significant 
civil  rights  legislation  in  a  generation,  the 
ADA  promised  an  end  to  discrimination 
against  people  with  disabilities  in  employ- 
ment, in  access  to  public  facilities,  and  in 
many  other  vital  aspects  of  American  life. 

Four  years  later,  the  ADA  has  been 
transformed  from  a  mysterious 
new  mandate  into  an  accepted 
instrument  of  social  responsibility.  Aware- 
ness of  the  ADA  is  on  the  upswing.  ADA 
compliance  seminars  for  executives  and 
human  resource  managers  are  now  com- 
monplace. And  lawsuits  alleging  dis- 
crimination against  people  with  disabili- 
ties are  up  by  22%,  as  compared  with 
levels  of  a  year  earlier. 

Still  on  the  Outside 

But  has  all  of  this  made  a  difference?  Are 
the  employment  prospects  of  people  with 
disabilities  any  brighter  now  than  they 
were  before  the  ADA?  Or  are  there  other, 
more  hidden  forces  keeping  Americans 
with  disabilities  out  of  work? 

To  find  out,  the  National  Organization 


on  Disability  (N.O.D.)  this  past  January 
commissioned  the  public  opinion  research 
firm  Louis  Hams  &  Associates,  Inc.,  to 
conduct  the  most  comprehensive  survey  of 
the  attitudes  and  experiences  of  people 
with  disabilities  ever  undertaken  (see 
accompanying  article).  The  Harris  organi- 
zation interviewed  more  than  1 ,000  adults 
with  disabilities  nationwide  as  part  of  the 
N.O.D.  Survey  of  Americans  with  Disabil- 
ities. In  addition.  N.O.D.  officials  spoke 
with  dozens  of  employers  in  a  wide  range 
of  industries  to  learn  how  they  were 
changing  their  employment  practices  in 
the  wake  of  the  ADA. 

The  results  were  surprising.  Conditions 
in  the  labor  market  have  improved  for 
workers  with  disabilities.  Employers  are 
responding  in  creative  ways  to  the  oppor- 
tunities now  available  for  employing 
more  people  with  disabilities.  But  these 


Erik  Johnson  of  Meridian  Bank's  Consumer  Loans  area 
processes  loan  requests  that  come  through  Meridian's 
telemarketing  unit. 


developments  so  far  appear  to  have  had  less 
effect  on  the  fortunes  of  those  with  disabil- 
ities than  most  advocates  of  the  ADA  would 
like.  People  with  disabilities  remain  on  the 
outskirts  of  the  American  job  market,  still 
seeking  admission,  and  many  of  the  banners  I 
confronting  them  do  not  appear  amenable  j 
to  ready  resolution  by  the  ADA  alone. 

A  Strategy  for  Profitability 

All  this  leaves  employers  committed  to 
increasing  employment  opportunities  for 
people  with  disabilities  facing  a  difficult 
dilemma.  They  can  pursue  the  familiar 
course  of  strict  adherence  to  the  letter  of  the 
law,  a  move  that  unfortunately  holds  little 
hope  of  adding  many  new  workers  with 
disabilities  to  company  payrolls  or  of  fully 
insulating  funis  from  ADA-related  lawsuits. 
Or  they  can  take  the  proactive  approach, 
epitomized  by  the  companies  cited  here, 
in  order  to  avail  themselves  of  a  bloc  of 
productive,  highly  capable  employees  who, 
the  evidence  shows,  are  ready,  willing, 
and  able  to  join  America's  work  force. 

In  this  litigious  era,  in  which  good 
intentions  usually  aren't  good 
enough,  employers  may  find  the 
proactive  approach  to  be  not  only  good 
policy,  but  good  for  their  bottom  line. 
Companies  that  actively  seek  to  make  the 
best  use  of  the  talents  of  <///  job  applicants 
and  employees,  we  have  found,  almost 
inevitably  tend  to  be  more  competitive 
than  firms  scrambling  to  fend  off  lawsuits. 

For  the  most  successful  employers,  in 
fact,  attention  to  the  ADA  has  become  far 
more  than  a  legal  or  social  responsibility.  It 
has  become  a  strategy  for  profitability — a 
new  competitive  advantage  in  the  search 
for  capable  workers — that  puts  them  first 
in  line  to  hire  the  most  highly  qualified 
people  with  disabilities  looking  for  work. 

It's  a  strategy  that  almost  any  employ- 
er, size  or  industry  notwithstanding,  can 
put  in  place.  In  what  follows,  we'll  tell 
you  how. 
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As  a  business  traveler  you  earn  free  vacations  faster  with 
Marriott's  Honored  Guest  Award  program.  With  over  250  locations 
worldwide,  we're  doing  business  wherever  you're  doing  business. 
To  join  the  program  call  1-800-648-8024.  For  reservations, 
call  your  travel  agent  or  1-800-228-9290. 

© 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOIT 


'     I'f'l  1  U.rr.,.11  I. . I. I, 


PART 

Breaking  the 
Lens  oi 
Stereotype 

During  a  seminar  on  the  social  and 
economic  conditions  of  people  with 
disabilities  sponsored  by  N.O.I),  a 
few  years  ago,  the  syndicated  columnist 
George  Will  remarked  that  "the  most  striking 
fact  about  the  [disability  population]. .  .is 
that  it  is  the  most  inclusive.  There  is  a  sense 
that  we  live  in  the  antechamber  of  [this] 
community.  I  will  never  be  black  and  I  will 
never  be  a  woman.  But  I  could  become 
[disabled]  on  the  drive  home  tonight." 

The  data  plainly  bear  out  Mr.  Will's 
observation  about  the  inelusiveness  of  the 
disability  community.  According  to  the 
most  recent  findings  from  the  U.S.  Census 
Bureau,  49  million  people,  or  nearly  1  in 
5  Americans,  have  a  disability.  While  dis- 
abilities are  most  common  among  senior 
citizens,  fully  29  million  Americans 
between  the  ages  of  16  and  64,  or  more 
than  1  in  6  people  of  working  age,  also 
have  a  disability — making  people  with 
disabilities  the  country's  largest  minori- 
ty group. 
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What's  more,  unlike  race,  ethnicity,  or 
gender,  disability  is  a  condition  that  can 
emerge  suddenly,  at  any  time  in  life.  Of 
working  age  people  with  disabilities,  the 
new  N.O.D.  survey  tells  us,  while  3  in  10 
were  disabled  either  at  birth,  in  childhood, 
or  in  early  adolescence,  4  in  10  did  not 
become  disabled  until  their  20s,  30s,  or 
early  40s,  and  another  3  in  10  did  not  do 
so  until  middle  age.  Though  it's  some- 
times easy  to  forget,  most  of  those  newly 
disabled  have  nearly  all  of  the  work-relat- 
ed capabilities  they  possessed  before  their 
disability,  often  reflecting  as  much  as  half 
a  lifetime  or  more  of  learning  and  experi- 
ence, waiting  to  be  used. 

An  Unsettling  Declaration 

These  findings  urge  caution  on  employers 
inclined  to  view  workers  with  disabilities 
through  the  narrow  lens  of  stereotype.  For 
the  most  part,  Americans  with  disabilities 
differ  from  nondisabled  Americans  only  in 
the  existence  of  their  disability.  Otherwise, 
individuals  with  disabilities  tend  to  bring 
skills  and  backgrounds  to  the  job  market 
that  parallel  those  of  their  nondisabled 
counterparts.  Consider:  among  individuals 
with  disabilities  of  working  age,  approx- 
imately half  are  married  and  nearly  half 


L3m 


Kristin  Sawyer,  Hyatt  Regency  Chicago,  trainer  with  a  hearing  impairment,  translates  information  about  the  hotel's 
concierge  services  to  newly  hired  Jose  Castro,  who  will  serve  as  a  house  attendant.  Kristin  uses  sign  language  to 
communicate  the  hotel's  orientation  program  to  those  with  hearing  disabilities. 


are  their  families'  main  income  providers. 
Two-thirds  own  their  own  homes  and  4  out 
of  5  are  high  school  graduates  and,  while 
workers  with  disabilities  tend  to  have 
lower  average  earnings  and  higher  poverty 
rates  than  nondisabled  employees,  nearly 


'Individuals  with 
disabilities  tend 
to  bring  skills  and 
backgrounds  to 
the  job  market  that 
parallel  those  of 
their  nondisabled 
counterparts." 


one-third  of  employees  with  disabilities 
earn  $25,000  or  more  a  year. 

N.O.D.  President  Alan  Reich  exempli- 
fies the  capabilities  typical  of  a  great  many 
employees  with  disabilities.  A  Harvard 
Business  School  graduate  and  an  expert  in 
the  Russian  language,  Mr.  Reich  lost  none 
of  these  talents  when  a  diving  accident  in 
his  early  30s  deprived  him  of  his  ability 
to  walk.  But  an  employer  who  looked 
only  at  his  wheelchair  might  not  notice. 

Think  that  kind  of  institutional 
short-sightedness  doesn't  take 
place?  Think  again.  Rick  Douglas, 
the  Executive  Director  of  the  President's 
Committee  on  Employment  of  People 
with  Disabilities,  tells  the  story  of  his 
appointment  as  head  of  the  Vermont 
Vocational  Rehabilitation  Department  in 
1985.  Mr.  Douglas  soon  discovered  that 
his  department  was  not  allowed  to  pro- 
vide rehabilitative  services  for  people 
with  multiple  sclerosis  (MS)  because,  the 
State  had  decided,  people  with  MS  would 
not  be  able  to  hold  a  job. 

Mr.  Douglas,  who  has  MS  himself, 
found  such  a  declaration  a  bit  unsettling. 
And  so  should  we. 


BUSINESS   WEEK  /MAY  30,  1994 


Il 


SOMETIMES 
OVERN IGHT 

IS 

OVERKILL. 


2  lbs. 

f$2T90 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable  option. 
Priority  MaiPfrom  the  Postal  Service.  It's  not 


overnight  but  it's  delivered  fast,  specially  handled  and 
only  $2 .90  for  up  to  two  pounds. 
Call  1800  THE  USPS,  ext 
more  information 
on  Priority  Mail. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


UNITED  STATES 


POSTAL  SERVICE 

We  Deliver  For  You. 


■ 

Putting 
People  First 

It  was  one  of  polities'  bitter  ironies.  For 
years,  disability  organizations  had 
tried  to  educate  the  public  about  the 
appropriate  terminology  to  use  in  referring 
to  people  with  disabilities.  But  it  took  an 
inadvertent  insult  by  a  Cabinet  Secretary 
to  bring  the  issue  to  national  attention. 

In  announcing  a  commission  to  review 
coal-leasing  policies  in  1 983.  then-Secretary 
of  the  Interior  James  Watt  proclaimed,  "I 
have  a  black,  I  have  a  woman,  two  Jews, 
and  a  cripple."  Recalls  Washington  Post 
correspondent  Lou  Cannon,  "Never  had  a 
public  official  offended  as  many  con- 
stituencies in  so  few  words." 

The  offhand  comment  quickly  cost 
Mr.  Watt  his  job.  While  coiporate  officials 
who  use  similar  temis  to  refer  to  employees 
with  disabilities  may  not  suffer  the  same 
fate,  the  Watt  episode  is  an  important 
reminder  for  companies  in  the  era  of  the 
\l)  A     hinginiiiv  counts. 

Use  Appropriate  Language 

This  focus  on  appropriate  language  is 
more  than  a  semantic  quibble.  It's  a  way 
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of  recognizing  that  people  with  disabilities, 
whatever  their  disability  might  be,  are 
first  and  foremost  people,  and  should  not 
be  defined  by  their  disability. 

Still,  there  are  times  when  reference 
to  an  individual's  disability  is  unavoidable. 
In  that  case,  the  simplest  rule  of  thumb  is: 
"Put  People  First."  Wherever  possible,  say 
"a  man  with  a  disability,"  "a  woman  who 
is  blind,"  "a  child  with  mental  retardation," 
or  "a  job  applicant  with  a  hearing  loss." 

If  succinctness  demands,  terms  like 
"disabled  employee,"  "wheelchair  user," 
and  "deaf  woman"  are  usually  regarded  as 
acceptable.  But  phrases  like  "the  disabled," 
"the  handicapped,"  and  "the  retarded"  are 
not.  They  emphasize  labels,  not  people. 

A  Little  Common  Sense 

The  University  of  Kansas  Research  and 
Training  Center  on  Independent  Living 
offers  some  additional  suggestions  for 
employers  confused  about  how  to  refer 
to  people  with  disabilities: 

Don  7  create  siiperlmmam.  People  with 
disabilities  generally  have  the  same  range  of 
talents  and  dispositions  as  nondisabled  indi- 
viduals. Portraying  people  with  disabilities 
as  "superstars"  creates  unfair  expectations. 

Don  7  sensationalize.  Avoid  emotion- 

JCPENNEY 


laden  phrases  like  "afflicted  with,"  "suffers!, 
from"  and  "victim  of."  For  instance,  say 
"uses  a  wheelchair"  or  "a  wheelchair  user": 
rather  than  "is  confined  to  a  wheelchair."* 
Avoid  euphemisms.  Most  people  with; 
disabilities  dislike  euphemisms  because:- 


Thanks  to  improvements  in  education  and  workplace  acces-  jt 
sibility,  people  with  disabilities  are  increasingly  moving  into 
a  variety  of  professional  fields  formerly  closed  off  to  them. 

they  suggest  a  refusal  to  accept  one's 
disability.  A  phrase  such  as  "differently  jj 
ablcd,"  for  example,  is  usually  considered 
condescending. 

In  the  end,  guidelines  like  these  are  I 
nothing  more  than  good  common  sense, 
but  they  can  make  a  major  difference  in 
whether  an  employee  with  a  disability 
feels  comfortable  and  welcome.  "Putting 
people  first,"  says  N.O.D.'s  Ginny  Thorn- 
burgh,  "is  simple  respect.  It  announces  to 
employees  that  you  see  the  person,  not  the 
disability." 


William  R  Howell 

CEO 

JCPenney 


At  JCPenney,  when  il  comes  to  recruiting,  training,  and  managing  workers  with  disabilities,  we've  practiced  a  policy  of  "Putting 
People  First"  for  years.  So  it's  only  natural  that  we  would  ask  our  own  associates  to  describe  the  successes  of  our  corporate 
efforts  to  promote  the  full  participation  of  people  with  disabilities  in  our  company's  work  force.  Here's  what  they  had  to  say: 
"Penney's  didn't  doubt  my  ability  to  perform  up  to  par  simply  because  I  was  disabled.  As  a  matter  of  fact,  my  manager  had 
been  acti\ely  seeking  interviews  with  qualified  disabled  candidates  for  the  position    After  I  was  employed,  site  emphasized  my 
performance  strengths.  It's  like  a  supervisor  making  the  job  fit  you,  before  they  make  you  fit  the  job."  — Larry  Vest.  Auditor 
"I  know  that  JC  Penney  management  is  committed  to  focusing  on  my  abilities. ..for  that  reason,  I  have  been  totally 
committed  for  the  past  13  years  to  giving  JCPenney  the  very  best  that  I  have."  — Al  Masters.  Information  Systems  Specialist 

". .  .creating  a  productive  work  environment  for  a  blind  or  otherwise  physically  disabled  person  is  more  than  spending  money.  It  is  a  matter  of 
attitude  -a  willingness  to  listen  and  make  adjustments  where  needed.  This  is  what  I  have  found  at  JCPenney."  —Jay  Macarty.  Systems  Analyst 

"As  a  disabled  person,  1  honestly  believe  you  cannot  find  a  better  place  to  work  [than  JCPenney].  In  34  years..  .1  have  never  found  a 
company  with  greater  patience,  understanding,  and  the  willingness  to  help  in  every  possible  way.  — Fred  Deaton.  Women  s  Casual  Division 
"I  have  always  looked  at  JCPenney  as  more  than  my  employer.  I  consider  them  my  partner,  too.  And  a  friend."  —  Tony  Hojmacki, 
Senior  Layout  Artist 

We  couldn't  have  said  it  belter  ourselves. 
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EVERY  YEAR  WE 
INTRODUCE  THOUSANDS 
OF  MOTORISTS  TO  THE 
JOYS  OF  TRAFFIC  JAMS. 
POTHOLES  AND  PEOPLE 
WHO  DRIVE  WITH 
THEIR  BLINKERS  ON. 


AND  WE'RE  NOT  THE 
LEAST  BIT  SORRY. 


In  fact,  we  couldn't  be  more  pleased.  We  know  that 
for  most  people,  the  ability  to  get  out  on  the  road  — 
even  with  a  few  minor  irritations  —  is  an  essential  part 
of  an  active  and  independent  lifestyle. 

That's  why,  years  ago,  we  became  the  first  auto- 
motive company  to  establish  an  assistance  program 
for  the  physically  challenged.  Since  then,  Chrysler's 
Physically  Challenged  Assistance  Program 
(P-CAP)  has  helped  thousands  of  people  — 
drivers  and  passengers  alike — achieve  a 
lifestyle  of  independence  and  freedom  that 
may  not  have  been  possible  otherwise. 

And  now  the  program  offers  you  more  than 
ever  before.  Higher  cash  reimbursements  — 


^  chrysler 
tjS  corporation 


up  to  $1,500  for  adaptive  driving  or  passenger  aids 
installed  on  new  Ram  Vans  and  Wagons;  up  to  $750  on 
all  other  new  Chrysler  Corporation  cars,  trucks  and  mini- 
vans.  Complimentary  three-year  Cross  Country  Motor 
Club  membership.  A  friendly,  knowledgeable  P-CAP 
Resource  Center  to  help  answer  all  your  questions. 
And  Chrysler  Credit  financing  to  qualified  buyers. 

All  topped  by  more  experience  assisting 
the  physically  challenged  than  any  other 
automotive  company.  So  call  us,  or  contact 
your  local  Chrysler  Corporation  dealer,  for  more 
information.  And  let  us  show  you  how  P-CAP 
can  contribute  to  an  active,  mobile  lifestyle. 
You  won't  be  the  least  bit  sorry. 


For  more  information  on  the  Physically  Challenged  Assistance  Program,  call  us  at  1-800-255-9877 


With  the  best  education  possible,  not  even  the  sky  will  be  the  limit. 

6801  ROCKLEOCE  DRIVE,  BETHESDA,  MARYLAND  J0H17 
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N.O.D.  Survey  of  Americans  with  Disabilities 

Employment-Related  Highlights 

By  Humphrey  Taylor,  President  and  CEO  In  January  1994,  The  National  Organization  on  Disability  commissioned 

Louis  Harris  and  Associates,  Inc.  Louis  Harris  and  Associates  to  conduct  the  N.O.D.  Survey  of  Americans  with 

Disabilities.  This  extensive  study  provides  up-to-date  measures  of  the  quality  of  life,  employment  and  social  opportunities,  financial 
status,  and  lifestyles  of  adults  with  disabilities  and  how  these  have  changed.1 

This  is  the  most  comprehensive  survey  of  adults  with  disabilities  concerning  work  and  employment  issues.  Several  of  the 
important  findings  concerning  these  issues  are  noted  below. 


1 Two-thirds  of  Americans  with  disabilities  between  the  ages 
of  16  and  64  are  not  working.  This  number  shows  no 
improvement  since  1986. 

■  Two  in  10  (20%)  are  working  full-time,  and  1 1%  are  work- 
ing part-time. 

■  It  is  still  true,  as  it  was  in  1986,  that  "not  working  is  perhaps 
the  truest  definition  of  what  it  means  to  be  disabled." 

2 The  overwhelming  majority  of  non-employed  people  with 
disabilities  in  the  working  age  population  want  to  work. 

■  Fully  79%  of  non-employed  people  with  disabilities  aged  16 
to  64,  including  84%  of  people  aged  1 6  to  44,  say  they  would 
like  to  have  a  job. 

■  The  proportion  of  these  non-employed  working  age 
people  who  want  to  work  has  increased  by  1 3  percentage 
points,  rising  from  66%  in  1986. 


i*°  Xv# p 


3 Six  in  10  adults  with  disabilities  (59%)  live  in  households 
with  earnings  of  $25,000  or  less,  compared  with  fewer  than 
4  in  10  nondisabled  adults  (37%). 

■  However,  the  proportion  of  employed  adults  with  disabili- 
ties with  household  incomes  of  $25,000  or  less  (37%)  mirrors 
that  of  the  nondisabled  population. 


Unemployed 


Employed  full-time 


Employed  part-time 


1994 


As  of  1994,  more  than  two-thirds  (67%)  of  people  with 
disabilities  aged  16  to  64  were  not  employed. 
Just  2  out  of  10 
were  employed 
full-time,  and 
another  1  in  10 
were  employed 
part-time. 


4 Adults  with  disabilities  who  are  working  are  employed  in  a 
wide  range  of  occupations: 

■  1 6%  hold  professional  or  managerial  positions  or  are  proprietors; 

■  14%  are  service  workers; 

■  13%  are  clerical  or  sales  workers; 

■  12%  are  unskilled  laborers  or  farmers;  and 

■  7%  are  skilled  craftspeople. 

These  proportions  are  not  very  different  from  the  employment 
patterns  of  employed  people  without  disabilities. 


Where  applicable,  comparisons  are  made  between  the  findings  of  this  study  and  a 
similar  1986  "ICD  Survey  of  Americans  with  Disabilities"  conducted  by  Louis  Harris  & 
Associates,  Inc.,  as  well  as  N.O.D.'s  1991  Harris  Survey  of  "Public  Attitudes  Toward 
People  with  Disabilities." 

Louis  Harris  and  Associates  conducted  this  21 -minute  survey  by  telephone  within 
the  United  States  between  February  4  and  March  3,  1994,  among  a  nationwide  cross 
section  of  1,021  adults  with  disabilities  ages  16  and  over. 

To  obtain  the  full  report  "N.O.D.  Survey  of  Americans  with  Disabilities,"  contact 
the  National  Organization  on  Disability.  The  report  will  be  available  on  tape  for  those 
with  visual  impairments. 

To  obtain  reprints  of  this  special  advertising  section  "The  New  Competitive 
Advantage,"  contact  the  National  Organization  on  Disability.  Reprints  will  be 
available  on  tape  for  those  with  visual  impairments. 


5 Most  adults  with  disabilities  who  are  currently  working  or 
are  willing  and  able  to  work  (69%)  do  not  need  special 
equipment  or  technology  in  order  to  perform  effectively  at 
work;  one  quarter  (26%)  of  these  adults  do  need  special  equip- 
ment or  technology. 
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6 The  most  important  reasons  why  working  age  adults  with 
disabilities  are  not  working  (or  not  working  full-time)  are: 

■  Their  disability  or  health  problem  severely  limits  what  they  can 
do  (81%  consider  this  an  important  reason); 

b  They  need  medical  treatment  for  their  disability  or  health 
problem  (58%); 

■  Employers  won't  recognize  that  they  are  capable  of  doing  a 
full-time  job  (40%); 

■  They  think  no  full-time  work  is  available  in  their  line  of  work  or 
they  can't  find  it  (35%); 

■  They  don't  have  the  skills,  education,  or  training  needed  to  get 
full-time  jobs  (32%); 

■  They  would  risk  losing  benefits  or  insurance  payments  (31%); 

■  They  can't  get  affordable,  convenient,  or  accessible  trans- 
portation to  and  from  work  or  housing  near  work  (24%); 

■  They  need  a  personal  assistant  to  help  them  get  to  work,  or  to 
do  their  job  (24%); 

■  They  need  special  equipment  or  devices  to  do  their  work, 
talk  to  or  hear  other  workers,  or  get  around  ( 1 6%). 


1994 


In  1986  47%  of  working  age  people  with 
disabilities  who  were  not  working, 
or  were  working  part-time  believed 
that  employers  would  not 
recognize  that  they  were 
capable  of  doing  a 
full-time  job.  By  1994 
this  percentage  had 
dipped  to  40%. 


~l  /^v  Students  with  disabilities  are  pessimistic  about  their  job 
A\J  prospects. 

■  Half  of  current  students  and  employment  trainees  (49%)  with 
disabilities  expect  to  encounter  job  discrimination  because 
of  their  disability  or  health  problem  when  they  look  for  jobs; 
43%  do  not  expect  to,  and  8%  are  not  sure; 

■  Two-thirds  of  students  believe  that  their  disability  will  have 
(or  has  had)  a  strong  negative  (35%)  or  somewhat  negative 
(31%)  effect  on  their  job  opportunities. 


7 A  substantial  minority  of  people  with  disabilities  who  are 
employed  or  willing  and  able  to  work  confront  discrimination, 
unfavorable  attitudes,  and  physical  barriers  in  the  workplace. 

■  Three  in  10  have  encountered  job  discrimination; 

■  Two  in  10  have  encountered  physical  barriers  in  the  workplace; 

■  Almost  half  of  those  working  age  people  with  disabilities  who 
are  not  working  believe  that  employers  are  insensitive  to 
people  with  disabilities. 

8 Eight  in  10  working  age  adults  with  disabilities  who  are 
unemployed  but  looking  for  work  (81%)  believe  that  they 
would  have  the  kind  of  job  they  would  like  to  have  if  they  did  not 
have  a  disability  or  health  problem. 

9 One  of  the  most  encouraging  findings  from  this  N.O.D. 
survey  is  that  Americans  with  disabilities  are  better 
educated  today  than  eight  years  ago. 

■  Three  in  4  adults  with  disabilities  now  have  completed  at 
least  a  high  school  education,  compared  with  only  3  in  5  dis- 
abled adults  in  1986.  Furthermore,  the  proportion  of  adults 
with  disabilities  who  have  completed  at  least  some  college 
almost  mirrors  the  nondisabled  population. 


Fear  of  losing  benefits  may  be  an  important  disincentive 
to  work. 


■  Almost  6  in  1 0  adults  with  disabilities  between  the  ages  of  1 6 
and  64  who  are  not  working  and  are  not  looking  for  work 
report  that  they  would  lose  income,  health  care  benefits,  or 
other  benefits  that  they  currently  receive  from  private  insur- 
ance or  the  government  if  they  worked  full-time. 

There  has  been  a  significant  increase  since  1991  in  the 
number  of  people  with  disabilities  who  are  aware  of  the 
Americans  with  Disabilities  Act  (ADA),  but  half  of  all  working 
age  people  with  disabilities  still  do  not  know  about  it. 
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Think  of  it  as  the  Macintosh 
for  people  who  thought  they  could 
never  have  a  Macintosh. 


Check  your  preconceptions  at  the  door. 

This  isn't  just  a  new  family  of  Macintosh 
personal  computers.  It's  a  whole  new  kind 
of  personal  computer. 

A  new  architecture.  A  new  chip.  A  new 
standard  that  exceeds  previous  personal 
computing  standards  -  yet  works  with  DOS, 
Windows  and  Macintosh. 

Introducing  Power  Macintosh"  It's  more 
powerful  than  a  Pentium  processor-based 
PC.  It's  more  human  than  a  Macintosh. 
It's  the  most  powerful  line  of  personal  com- 
puters in  the  world. 

The  power  of  Apple,  IBM 
and  Motorola. 

At  the  heart  of  Power  Macintosh  is  the 
PowerPC""  601  microprocessor:  the  first  of 
new  family  of  ultra-high- 
performance  RISC 
chips  developed  in  a 
unique  three-year  collab- 
oration between  Apple, 
IBM  and  Motorola. 
The  RISC  technology  of  Power  Macintosh 
brings  a  whole  new  level  of  performance  to 
personal  computing.  Software  written  to 
take  advantage  of  its  unique  new  capabili- 
ties, in  fact,  will  run  significantly  faster 
than  the  same  programs  written  for  486 
or  Pentium  processor-based  PCs. 


From  k'fl.  the  new  Power  Macintosh  8100/80.  Power  Macintosh 
7100/66  and  Power  Macintosh  6100/60 


The  PowerPC  &1  has  a 
lotofpowei  inside  ii  the 
combined  resources  of 
IBM.  Motorola  andAppk 


Combine  the  power  of  RISC  with  the 
practical  simplicity  of  a  Macintosh  person- 
al computer,  and  the  result  is  more  work 
done  in  less  time,  with  lower  support  costs. 

The  power  to  run  MS-DOS, 
Windows  and  Macintosh  software. 

Many  Power  Macintosh  configurations 
come  bundled  with  SoftWindows  "  from 
Insignia  Solutions,  an  innovation  that  lets 
Power  Macintosh  run  hundreds  of  off-the- 
shelf  MS-DOS  and  Windows  applications 
at  386  and  486  performance  levels.  (Of 
course,  Power  Macintosh  runs  thousands  of 
Macintosh  productivity  programs,  too.) 

This  is  just  the  most  recent  example  of 
Apple's  commitment  to  making  it  easier  for 
MS-DOS  and  Windows  users  to  take  advan- 
tage of  Macintosh  innovations. 

The  power  of  RISC  for 
as  little  as  $1,819.' 

These  days,  the  whole  personal  com- 
puter industry  is  buzzing  about  the  poten- 
tial of  RISC  processor  technology  in  PCs. 

"My  next  computer 
will  be  a  PowerPC.  I  was 


using  Intel-based  machines  long  before 
the  PC  was  a  glimmer  in  IBM's  eye,  but  as 
Emerson  said,  foolishly  held  consistency  is 
the  hobgoblin  of  little  minds....  It's  time  for 
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a  change,  and  the  time  is  now,"  wrote  Bill 
Machrone  in  PC  ll'k^."That  next  machine 
will  probably  wear  an  Apple  logo....  Apple 
appears  to  be  a  good  six  months  ahead  of 
IBM  in  terms  of  [PowerPC]  product  devel- 
opment and  software  integration." 

Call  800-752-3131,  extension  600,  for 
the  name  of  your  authorized  Apple  reseller, 

And  find  out  about  the  power  that  will 
change  the  way  you  think  about  Macintosh, 
W/M  The  power  to  be  your  best . 


Introducing  Power  Macintosh. 


Apple 
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The  Prudential  gives  all  employees  the  same  opportunity  to  achieve  and  grow,  whether  or  not  they  have  a  disability. 
This  corporate  philosophy  has  helped  Peter  Akos  develop  his  skills  as  a  programming  analyst. 

The  Learning  Curve 


In  Workforce  2000,  its  seminal  1987 
study  for  the  U.S.  Department  of 
Labor,  the  Indianapolis,  Ind.,  based 
Hudson  Institute  sent  Shockwaves  through 
the  business  community  with  its  projec- 
tions of  growing  worker  and  skills  short- 
ages by  the  end  of  the  century.  Four  years 
later,  Business  Week's  October  1991  special 
advertising  section,"Willing  and  Able: 
Americans  with  Disabilities  in  the  New 
Work  Force,"  confirmed  these  forecasts, 
arguing  that  United  States  employers 
would  have  to  look  to  new  sources  of 
high-quality  workers — including  workers 
with  disabilities — if  they  were  to  remain 
competitive  in  the  decade  ahead. 

"In  the  1990s,"  Business  Week 's  section 
concluded,  "one  of  the  hidden  keys  to 
profitability  may  be  a  large  and  growing 
bloc  of  Americans — people  with  disabili- 
ties." It  went  on:  "In  a  decade  in  which  will- 
ing and  able  workers  will  be  increasingly 
hard  to  find,  the  nearly  nine  million  work- 
ing age  Americans  with  disabilities  now 
outside  the  job  market  may  be  one  of  the 
best  sources  of  new  employees — period." 

For  people  with  disabilities,  this  was  an 
extremely  favorable  prognosis.  But  then, 
just  as  the  magazine  hit  the  newsstands,  came 
the  nationwide  economic  recession.  I  lead- 


lines warning  of  worker  shortages  mid  skills 
deficiencies  quickly  disappeared,  replaced 
by  accounts  of  spreading  layoffs,  factory 
shutdowns,  and  rising  unemployment  rates. 
Most  businesses,  only  recently  gripped  by 
fears  of  too  Jew  workers,  suddenly  found 
themselves  swamped  by  too  many.  The 
once  urgent  need  to  reach  out  to  job  appli- 
cants with  disabilities  had  all  but  vanished. 
Or  had  it? 

The  Fine  Print  of  Change 

Those  employers  who  bothered  to  read 
the  fine  print  of  economic  change  recog- 
nized a  vital  fact:  demographics  don't  lie. 
Recessions  notwithstanding,  the  number 
of  young  labor-market  entrants  in  the  early 
years  of  the  next  century  can  be  no  greater 
than  the  number  of  adolescents  and  chil- 
dren today.  That  fundamental  relationship 
virtually  guarantees  that  the  worker  short- 
ages predicted  before  the  recent  recession, 
which  were  based  on  the  historically 
small  cohorts  of  preteens,  will  gradually 
return  as  the  economy  regains  strength. 

The  U.S.  Bureau  of  Labor  Statistics  con- 
cedes as  much  in  its  most  recent  labor  fore- 
cast. '•Employment  in  the  U.S.  economy  is 
projected  to  increase  by . . .  1 .2%  annually" 
between  1940  and  2005,  the  Bureau  notes. 


or  at  only  about  one-half  the  average 
annual  growth  rate  during  the  preceding 
15-year  period.  Slower  growth  of  the 
labor  force,  the  Bureau  notes,  is  the  pri- 
mary  reason  for  increasing  worker  short- 
ages to  meet  employers  projected  demands. 

Skills  shortages  have  been  no  less  ! 
successfully  vanquished  by  the  recession,  i 
A  July  1991  report  by  the  U.S.  Labor 
Secretary's  Commission  on  Achieving 
Necessary  Skills  (SCANS)  uncovered  j 
widespread  skills  deficiencies  in  reading, 
communications,  and  critical  thinking 
among  young  people  who  will  be  the  core 
of  the  next  century's  entry-level  labor 
force.  If  anything,  more  recent  studies 
indicate,  these  problems  have  worsened 
over  the  past  three  years. 

Disability-Wise  Employers 

George  Santayana  wrote  that  "those  who 
cannot  remember  the  past  are  condemned 
to  repeat  it."  The  work  force  trends  just 
cited  make  Mr.  Santayana's  oft-repeated 
injunction  especially  pertinent  here:  those 
employers  who  cannot  remember  the 
desperate  scrambles  for  good  workers  of 
the  not-so-distant  past  are  doomed  to  suf- 
fer them  anew  as  recession  fades. 
Unfilled  job  openings,  $10-an-hour 
wages  for  counter  help,  the  need  to  inter- 
view 10  to  20  job  applicants  to  find  but 
one  who  is  qualified — these  vestiges  of 
the  late  1980s  will  return  all  too  soon  to 
besiege  employers  who  do  not  start 
preparing  now. 

The  goOd  news  is,  people  with  dis- 
abilities are  just  as  capable  of  filling 
companies'  job  needs  in  1994  as 
they  were  at  the  decade's  start.  A  small 
but  expanding  core  of  disability-wise 
employers,  eager  to  build  the  highest- 
quality  work  force  possible,  have  spent 
much  of  the  last  decade  learning  this  fact. 

It's  a  fact  that  the  rest  of  Corporate 
America  would  do  well  to  begin  learning 
for  themselves. 
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A  Disability- 
Friendly 
Workplace 

The  Americans  with  Disabilities 
Act  (ADA)  was  enacted  in  1 990 
amidst  a  flurry  of  publicity,  includ- 
ing dire  predictions  that  it  would  lead  to 
endless  lawsuits  and  cause  the  cost  of 
doing  business  to  skyrocket.  Yet  more 
than  two  years  later,  an  October  1992 
Gallup  Poll  sponsored  by  the  Electronics 
Industries  Foundation  found,  fully  42% 
of  employers  confessed  that  they  knew 
little  or  nothing  at  all  about  the  Act.  Nor 
were  most  employers  doing  much  to  bring 
large  numbers  of  people  with  disabilities 
into  their  work  forces:  almost  three-quar- 
ters had  no  explicit  company  policy  for 
the  hiring  of  people  with  disabilities,  and 
more  than  three-quarters  had  no  programs 
to  train  supervisors  for  recruiting  and 
working  with  employees  with  disabilities. 

While  news  reports  indicate  that  this 
record  has  improved  somewhat  in  the 
intervening  20  months,  most  employers 
still  find  ADA  compliance  to  be  a  dark  and 
mysterious  terrain.  But  for  a  relative  hand- 
ful of  visionary  Anns,  who  were  already 
working  aggressively  to  recruit,  train,  and 
retain  people  with  disabilities  long  before 
the  ADA  became  law,  the  territory  has 
become  second  nature.  Business  Week 
reported  on  many  of  these  firms'  path- 
breaking  activities  in  its  October  1991 
special  section,  "Willing  and  Able."  In 
the  three  years  since  then,  these  efforts 
have  intensified,  as  we  recently  found  out. 

Reaching  Out  to  People  with  Disabilities 

Almost  always,  employers'  efforts  to 
reach  out  to  people  with  disabilities  start 
with  an  unwavering  commitment  from 
the  organization's  top  management.  The 
U.S.  Postal  Service  epitomizes  this 
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CHRYSLER  CORPORATION 

Walter  P.  Chrysler's  fascination  with  the  automobile  began  with  the  realiza- 
tion that  it  was,  in  his  view,  "the  first  machine  of  considerable  size  in  the 
history  of  the  world  for  which  every  human  being  was  a  potential  easterner." 

Well,  not  everyone.  Until  recently,  many  people  with  disabilities 
simply  couldn't  enjoy  the  mobility  that  motor  vehicles  made  possible. 
andCEo" °f  *e B°ard  Today,  however,  it's  estimated  that  more  than  7  million  mobility-impaired 
Chrysler  corporation  people  with  mobility  impairments  who  can  7  use  public  transportation 
could  drive  a  vehicle-if  it  were  converted  to  meet  their  special  needs. 

At  Chrysler,  we  believe  that  the  independence  and  opportunities  made  possible  by 
personal  transportation  should  be  available  to  all. 

Since  1987,  our  Physically  Challenged  Assistance  Program  (or  P-CAP)  has  provided 
information  for  people  with  disabilities  on  adaptive  driving  aids,  such  as  wheelchair  lifts  and 
hand  controls,  and  cash  incentives  for  installing  them.  This  very  successful  program-the  first 
of  its  kind  in  the  automobile  industry  has  helped  more  than  1 8,000  customers  acquire  and 
operate  specially-equipped  Chrysler  vehicles. 

We  support  the  efforts  of  the  National  Organization  on  Disability  to  increase  opportunities 
for  people  with  disabilities.  We  are  particularly  proud  of  the  work  of  Chrysler  people  in  help- 
ing make  more  Americans  mobile.  And  we  pledge  that  we'll  continue  to  build  thoughtfully 
designed,  top-quality  vehicles  that  help  people  with  disabilities  achieve  their  goals  and  dreams. 

Robert  J.  Eaton 

Chairman  of  the  Board  and  Chief  Executive  Officer 
Chn'sler  Corporation 


approach  to  employment.  "For  many 
years,  the  USPS  has  recognized  the  con- 
tributions of  people  with  disabilities  in 
the  work  force,"  says  U.S.  Postmaster 
General  and  CEO,  Marvin  Runyon.  "In 
1993,  our  career  work  force  included 
37,343  people  with  varying  degrees  of 


disabilities  —  from  those  with  hearing 
impairments  to  wheelchair-users." 

The  same  attitude  prevails  at 
hotelier  Host  Marriott.  "We 
would  be  unwise  not  to  tap  that 
source  of  labor,"  Host  Marriott  Chairman 
Richard  Marriott  told  an  ADA  conference 
last  December.  The  restaurant  and  hotel 
industry  will  have  an  increasingly  diffi- 
cult time  attracting  qualified  workers,  he 
argued,  if  they  don't  take  advantage  of 
the  capabilities  that  people  with  disabili- 
ties bring  to  the  job  market. 

Mr.  Marriott  is  surprised  that  other 
employers  haven't  learned  this  lesson. 
"There  are  people  out  there  who  can  help 
[employers]  train  and  assimilate  workers 
with  disabilities,"  Mr.  Marriott  empha- 
sizes. "The  programs  exist.  All  employers 
have  to  do  is. .  .use  them." 

Putting  the  Commitment  into  Action 

IBM  Corporation  is  one  of  the  nation's 
Ben  Howard  discusses  computer  programming  with  UPS 

Employee  Information  Services  supervisor  Lucinda  Foote.     leaders  in  putting  its  commitment  to 
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is  tne  nee  a  of  every  company  in  the  country  today. 
McGraw-Hill  establishes  its  diverse  and 
talented  workforce  from  all  available  communities, 
including  the  disabled. 


Our  quest  to  assure  tkat  disabled 
workers  have  equal  opportunity  to  find 
employment  witk  us  lias  led  us  to: 
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★       M  anage  a  McOraw-I  lill  program  called  Intensive  Clerical 
Skills.  The  trainees,  largely  from  the  disabled  and  disadvantaged 
communities,  learn  typewriting,  word  processing,  business  English  and 
math.  More  than  .22(H)  have  graduated  from  the  program  established  in 
1968  and  of  those,  more  than  90  percent  have  been  employed  by  McGraw- 
Hill  or  other  Business  Week  1000  companies. 

Just  One  Break',  an  organization  that  teaches  interview 
techniques  to  disabled  individuals  in  order  to  help  them  find  employment. 
Just  One  Break  also  instructs  managers  on  interview  skills  that  will  help 
them  hire  disabled  individuals.  Job  Kiirs,  sponsored  by  Just  One  Break, 
help  us  identify  potential  employees  and  hire  them. 

^  Federation  for  the  I  landicapped,  an  organization  that 
helps  us  staff  our  headquarters  mailroom  operations  with  individuals  who 
are  mentally  disabled.  Over  the  past  10  years,  more  than  20  employees 
have  come  to  us  through  the  federation;  their  attendance  records  show 
reliability  anil  consistency. 


Of  our  15,000  employees  in  the 
U.S.,  we  estimate  that  five  percent 
have  some  form  of  disabdity.  Of 
these  14  have  identified  themselves 
to  us  as  disabled.  To  meet  their 


special  needs,  we  make  changes  in 
their  workplace:  we  install  audio 
enhancers,  for  example,  to  support 
the  hearing  impaired.  And  we  revise 
office  space  and  rest  rooms  to  make 
them  accessible  to  employees  in 
wheelchairs. 
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Talent  is  a  priceless  commodity. 
We  need  it.  We  look  f  or  it. 
And  we  have  found  it  in  the 
disabled  community. 
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New  York,  NY  10020-1095 
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recruiting  people  with  disabilities  into 
practice  in  just  this  way.  IBM,  which 
hired  its  first  employee  with  a  disability 
■80  years  ago,  works  actively  with  com- 
munity-based disability-advocacy  groups 
in  every  city  where  it  has  operations  in 
order  to  identify  prospective  employees 
with  disabilities — one  important  reason 
why  there  are  now  several  thousand  peo- 
ple with  disabilities  on  IBM's  payroll. 

Eastman  Kodak  likewise  has  established 
several  linkages  with  community  organiza- 


4 Almost  always, 
employers'  efforts  to 
reach  out  to  people 
with  disabilities  start 
with  an  unwavering 
( 'oiiun i tment  from 
the  organization's 
top  management." 


dons  to  recruit  and  hire  people  with  disabilities. 
One  of  the  company's  most  fruitful  asso- 
;iations  is  with  the  National  Technical 
Institute  for  the  Deaf  (NTTD).  Kodak  last  year 
;xpanded  its  ten-week  summer  internship 
arogram  with  the  NTID  to  include  a  high 
school  co-op  component  that  operates 
during  the  school  year.  In  the  1993-94 
school  session,  Kodak  officials  joined 
with  two  local  schools  to  hire  four  special 
needs  students  from  the  co-op  program. 

McGraw-Hill  also  works  closely  with 
die  local  community  to  promote  the  hiring 
}f  people  with  disabilities.  The  publishing 
:ompany  provides  financial  support  to  Just 
One  Break  (JOB),  a  New  York-based 
arganization  that  trains  individuals  with 
disabilities  in  job-interviewing  techniques 
and  helps  match  up  disabled  jobseekers 
with  interested  employers. 

One  of  the  most  innovative  outreach 
jfforts  however,  is  the  "Employability" 
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project  of  Woolworth  Corporation,  the 
multinational  retailer.  Inaugurated  last 
spring,  the  project  centers  around  a  30- 
minute  videotape  showing  individuals  with 
developmental  disabilities  working  in  a 
variety  of  jobs  at  all  skill  levels.  The 
tape's  message,  notes  former  Woolworth 
chairman  Harold  Sells,  who  had  initiated 
the  program,  "is  simple:  integrating  people 
with  developmental  disabilities  into  the 
workplace  makes  good  business  sense." 

Changing  Minds,  Changing  Hearts 

For  employers  committed  to  hiring  more 
people  with  disabilities,  recruitment  is 
only  the  first  step.  An  equally  important 
challenge  can  be  the  need  to  change 
the  attitudes  of  the  company's  nondis- 
abled  employees,  especially  when  those 


attitudes  are  held  by  employees  in  man- 
agement positions. 

A  widely  cited  Louis  Harris  survey  of 
employers  conducted  in  the  mid-80s,  for 
example,  found  that  only  1  in  10  high- 
level  managers  held  a  "strongly  optimistic" 
attitude  toward  people  with  disabilities  as 
a  potential  source  of  employers.  This 
doubtful  view  has  not  been  lost  on  workers 
with  disabilities  themselves:  nearly  half  of 
all  people  with  disabilities,  the  1994  Harris 
survey  found,  believe  that  employers  will 
not  recognize  that  they  are  capable  of 
doing  a  good  job. 

In  light  of  these  findings,  it's  worth 
recalling  that  workers  with  disabili- 
ties do  in  fact  tend  to  perform  as  well 
or  better  on  the  job  than  their  nondisabled 
colleagues.  For  instance,  in  a  1990  survey, 


The  Apple  Computer  Disability  Solutions  Store 
Call:  1-800-600-7808;  l-800-755-0601(TTY). 
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UNUM  CORPORATION 


H 

James  F.  Orr  III, 
Chairman  and  CEO 
UNUM  Corporation 


At  UNUM,  our  leadership  in 
the  insurance  field  depends  on 
the  capabilities  of  our  people. 
Our  business  strength  lies  in 
our  ability  to  attract  and  retain 
quality  workers.  And  as  an 
employer,  we  value  and 
respect  our  employees  and  are  committed  to 
helping  them  contribute  to  their  fullest  poten- 
tial. As  the  nation's  leading  disability  insurer, 
we  have  spent  decades  studying  the  many 
facets  of  disability.  We  understand  the  impact 
of  a  disabling  injury  or  illness  and  what  it 
means  to  the  employee  and  the  employee's 
family  members.  That's  why  we've  created 
one  of  the  country's  most  innovative  disabili- 
ty management  programs  to  help  employers 
prevent  disabilities  and  to  help  employees  with 
disabilities  return  to  work  as  soon  as  possible. 

We  know  that  effective  disability  man- 
agement often  demands  a  change  in  old, 
stereotypical  ways  of  thinking  about  disabili- 
ty. Fortunately,  the  Americans  with  Disabili- 
ties Act  should  help  accelerate  that  change 
throughout  society. 

The  ADA  was  enacted  to  eliminate  dis- 
crimination driven  by  stereotyping  and  mis- 
information. By  doing  so,  the  law  enhances  job 
opportunities,  the  availability  of  services,  and  the 
overall  quality  of  life  for  people  with  disabilities  in 
the  United  States.  Most  importantly,  though,  it 
increases  the  pool  of  talented  and  qualified 
employees  available  to  help  companies  compete 
in  today's  challenging  marketplace.  I  encourage 
our  nation's  business  leaders  to  embrace  the 
spirit  of  the  ADA  and  to  support  Americans 
with  disabilities,  one  of  our  nation's  most  capable 
groups  of  employees. 

James  F.  Orr  III 
C  'hairman  and  CEO 
UNUM  Corporation 


managers  at  the  DuPont  Company  rated 
97%  of  workers  with  disabilities  average 
or  above  in  job  safety,  86%  average  or 
above  in  attendance,  and  90%  average  or 
above  in  job  performance. 


A  growing  number  of  companies  offer  sign  language  courses  to  help  nondisabled  employees  communicate  withe 
colleagues  and  clients  who  have  hearing  impairments. 

Wanted:  Appropriate  Attitudes 

With  its  "Focus  on  Abilities,"  United  Parcel 
Service  has  taken  a  lead  in  ensuring  that 
its  employees  and  managers  recognize  and 
act  on  these  facts.  The  international  deliv- 
ery-service firm's  new  human  resources 
guide  is  filled  with  probing  case  studies 
that  educate  managers  and  other  employees 
in  appropriate  behaviors  under  the  ADA. 

UNUM  Life  Insurance  Company  of 
America,  headquartered  in  Portland,  Me., 
takes  a  similar  approach  with  its  new 
ADA  guidebook  entitled  "Navigating  the 
Americans  with  Disabilities  Act  of  1990." 
The  27-page  manual  covers  such  critical 
topics  as  the  definition  of  disability,  the 
implementation  of  the  ADA,  and  the  "do's" 
and  "don'Ls"  of  behavior  toward  individu- 
als with  disabilities.  Like  UPS's  "Focus," 
UNUM's  resource  book  uses  a  number  of 
case  studies  to  bring  its  guidelines  to  life. 

Corporate  efforts  aimed  at  fostering 
more  understanding  attitudes  among  their 
employees  aren't  confined  to  guidebooks 
and  case  studies,  though.  Consider: 
■  U.S.  West,  the  Western  states  telecom- 


munications company,  sponsors  theij 
development  of  workplace-based  resource  a 
groups  for  employees.  "U.S.  West  Friends,"  fe 
dedicated  to  providing  support  to  people  B 
with  disabilities,  is  one  such  group,  now 
boasting  more  than  1 00  members. 

■  Gannett  Broadcasting  has  formed  a 
Diversity  Committee  at  each  Gannett  TV 
and  radio  station  to  help  create  a  working 
environment  in  which  all  employees  can 
reach  their  fullest  potential. 

■  Allstate  Insurance  Company  conducts  a 
sensitivity-awareness  seminar  for  managers 
in  several  states  through  video  conferencing. 

■  RJR  Nabisco,  the  consumer-products 
conglomerate,  runs  lunchtime  "Aware" 
programs  to  help  educate  its  employees 
in  disability  issues. 

Eliminating  Barriers  to  Work 

Unfavorable  workplace  attitudes  toward 
people  with  disabilities  often  result  from 
a  fear  of  the  unknown.  But  many  employ- 
ers have  had  a  fear,  not  of  the  unknown, 
but  of  what  they  thought  they  knew — 
specifically,  that  bringing  people  with 
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At  JCPenney, 
the  future  is... 


totally  accessible. 

In  the  final  analysis,  the  future  is  a  people  issue. 

At  JCPenney  the  focus  is  always  on  a  person's 
abilities,  not  disabilities.  On  what  a  person  can  do. 

Our  goal  is  not  to  examine  each  department  for 
specialized  jobs  that  disabled  people  can  perform, 
but  to  see  what  accommodations  we  can  make  to 
open  up  virtually  any  position  in  the  company  to  a 
qualified  person  who  just  happens  to  be  disabled. 

We  believe  that  by  opening  the  doors  of  opportunity 
to  disabled  individuals,  we  are  serving  the  best 
interests  of  our  company  and  our  future.  Our 
approach  is  humanistic,  and  we  continue  to  heighten 
our  sensitivity  in  interviewing,  employing,  promoting, 
and  communicating  with  people  with  disabilities. 


And  it's  not  a  one-way  street.  W.  R.  Howell,  Chairman  and 
CEO  of  JCPenney,  states,  "In  the  competitive  job  market  of 
the  90s,  companies  will  need  all  the  good  people  they  can 
recruit.  The  pro-active  hiring  and  accommodation  of  qualified 
people  with  disabilities  represents  an  opportunity  that  astute 
organizations  will  increasingly  seize  upon." 


JCPenney 
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MARRIOTT  INTERNATIONAL 

At  Marriott  International,  we 
respect  and  value  work  force 
diversity.  Our  company's  com- 
mitment to  developing  human 
potential  can  be  traced  back  to  a 

smal1  «**    ^  op*"*1  w 

my  father  in  1927.  Today,  peo- 
ple with  disabilities  comprise  approximately 
d"n  of  Marriott's  work  force  W  c  are  involved  in 
numerous  projects  around  the  United  States  to 
recant  and  train  individuals  with  disabilities. 

In  1989,  my  family  established  the  Marriott 
Foundation  for  People  with  Disabilities  so  that 
others  could  benefit  from  our  company's 
knowledge  and  experience.  The  Foundation 
developed  and  operates  "Bridges. .  .from  school 
to  work,"  a  transition  program  for  young  people 
with  disabilities.  Bridges  works  closely  with 
employees,  schools,  students,  and  parents  to 
develop  and  support  competitively  paid  intern- 
ships for  special  education  students  in  their  last 
year  of  high  school. 

C  urrently  operating  in  Chicago.  Los  Angeles, 
and  the  San  Francisco  and  Washington,  D.C., 
regions.  Bridges  serves  approximately  500  young 
people  each  year.  More  than  80°  o  of  the  students 
who  complete  Bridges  internships  receive  offers 
of  ongoing  employment.  The  result:  an  important 
first  step  into  the  workplace  for  young  people 
with  disabilities.  And,  for  employers,  first-hand 
experience  that  hiring  people  with  disabilities 
makes  good  business  sense. 

Building  on  this  success  will  continue  to  be 
a  priority  for  Marriott.  For  if  we  are  to  reach 
our  full  potential  in  our  company,  and  in  our 
society,  we  must  have  everyone's  contribution. 

J.W.  Marriott.  Jr. 

Chairman  ami  President 
Harriott  International,  Inc. 


disabilities  into  their  work  forces  would 
require  costly  workplace  accommodations. 
In  the  1992  Gallup  Poll  for  the  Electronics 
Industries  Foundation,  for  instance.  1  in  5 
employers  said  that  the  lack  of  special 
equipment,  the  cost  to  build  or  renovate 
facilities,  or  the  cost  of  training  was  an 
important  reason  why  they  had  not  hired 


Working  in  the  electronics  industry  is  one  of  several 
career  opportunities  offered  to  people  with  disabilities 
by  the  Long  Island-based  National  Center  for  Disabilities 
Services. 

people  with  disabilities  in  the  past. 

As  it  happens,  these  accommodation 
costs  are  significantly  overstated.  In  the 
just  concluded  N.O.D.  Survey  of  Americans 
with  Disabilities,  fewer  than  1  in  4  workers 
with  disabilities  reported  facing  physical 
barriers  of  any  type  that  would  have  to  be 
modified  at  their  place  of  employment,  and 
only  1  in  4  said  that  they  needed  special 
equipment  of  any  kind  to  do  an  effective 
job — usually  only  a  personal  computer  or 
specialized  chairs  or  furniture.  Indeed, 
careful  studies  by  the  President's  Com- 
mittee on  Employment  of  People  with 
Disabilities  (PCEPD)  and  other  groups 
indicate  the  80%  of  job  accommodations 
for  people  with  disabilities  cost  less  than 
S500,  about  60%  cost  less  that  $100,  and 
most  cost  nothing  at  all. 

Simple  and  Inexpensive 

Although  many  companies  have  carried 
out  extensive  and  costly  architectural 
remodeling  projects  to  accommodate  people 
with  disabilities,  the  great  majority  of 
employers  have  found  that  simple  and 


inexpensive  changes  are  all  that  are  needed: 

■  Dayton  Hudson,  parent  company  of  the 
Target  and  Marshall  Field's  retail  stores,! 
reduced  the  height  of  cash-register  sta- 
tions so  that  cashiers  in  wheelchairs  could 
more  easily  reach  them.  The  cost?  "Vir- 
tually nothing,"  one  official  boasts. 

■  Westinghouse  modified  drawing  tables 
for  mechanical  designers  with  physical 
disabilities,  and  installed  visual  safety  sig- 
nals for  its  hearing-impaired  workers. 

■  When  UPS  discovered  its  employees  in 
wheelchairs  couldn't  clear  the  overhang 
in  the  van  area,  the  company  solved  the 
problem  by  moving  the  van  access  to 
another  entrance — at  a  cost  of  only  $  1 00. 

■  MetroHealth  System  in  Northeast  Ohio 
installed  a  modem  on  the  home  computer 
of  an  employee  with  a  disability  so  that 
he  could  "telecommute"  on  days  when  it 
was  not  possible  for  him  to  leave  home. 


Accommodations  in  Croups  of  One 

As  they  have  become  aware  of  the  benefits 
of  bringing  more  people  with  disabilities 
onto  their  payrolls,  a  growing  number  of 
employers  have  sought  to  make  relatively 


"Nearly  half  of  all 
people  with 
disabilities  believe 
that  employers  will 
not  recognize  that 
they  are  capable  of 
doing  a  good  job*7 


simple  and  inexpensive  accommodations 
like  these  a  regular  part  of  the  employment 
process.  "We  provide  the  tools  workers 
with  disabilities  need  to  perform  the  job, 
just  as  we  provide  tools  and  training  to  all 
our  people,"  explains  JCPenney  Area 
Audit  Manger  Scott  Robertson  of  his 
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Robert  F.  Armstrong,  assistant  vice  president,  NationsBank  Information  Systems,  is  using  his  screen  reader  (a  voice 
reading  each  line  on  the  :omputer  screen). 


company's  accommodations  policy. 

United  Parcel  Service  handles  accom- 
modations systematically  through  a 
companywide  ADA  Committee  it  created 
in  1992.  One  of  the  committee's  first  tasks 
was  to  review  28  of  the  most  common  jobs 
at  2,000  UPS  work  sites,  carefully  distin- 
guishing the  essential  job  functions  from 
those  that  could  be  modified  or  assigned 
to  someone  else.  Previously,  applicants  with 
disabilities  had  risked  being  disqualified 
even  if  the  functions  they  could  not  per- 
form were  tangential  to  their  jobs.  Now, 
interviewers  look  only  at  core  job  tasks. 

But  elaborate  internal  mechanisms 
like  these  aren't  always  necessary  for 
uncovering  useful  job  modifications. 


Even  employers  strapped  for  personnel 
or  funds  can  find  innovative  ways  to 
accommodate  applicants  with  disabilities. 
One  of  the  best  resources  in  this  regard, 
say  the  experts,  is  the  PCEPD's  Job 
Accommodation  Network  (JAN).  Believ- 
ing that  accommodations  "come  in 
groups  of  one,"  the  Morgantown,  W  Va. 
based  organization  helps  employers 
identify  effective  accommodations  for 
specific  circumstances,  drawing  on  the 
experiences  of  hundreds  of  other  employers. 

Computing  without  Boundaries 

One  high-tech  accommodation  that's 
receiving  increasing  attention  is  the  personal 
computer.  As  Business  Week's  1991  special 
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section,  "Willing  and  Able,"  concluded, 
personal  computers  are  "fast  becoming  a 
tool  for  self-fulfillment.  Computers  allow 
people  with  disabilities  not  only  to  function 
in  the  workplace,  but  to  excel — often  beyond 
their  most  optimistic  expectations." 

In  the  words  of  Alan  Reich,  president 
of  N.O.D.,  a  quadriplegic  who  uses  com- 
puters for  many  puiposes,  "It  is  important 
for  people  with  disabilities  to  be  able  to  have 
high-quality  computers  that  are  reliable. 
And  nothing  is  more  important  than 
'compactness,'  I  have  found.  That's  why 
computers  like  the  Compaq  Contura  Aero 
are  so  great.  It  only  weighs  three  and  a 
half  pounds  but  has  the  power  and  ease 
of  operation  of  much  larger  computers." 

Despite  these  obvious  advantages, 
computers  are  often  overlooked 
as  an  accommodation  solution 
precisely  because  they  are  so  high-tech, 
insists  Dr.  Alan  Brightman,  manager  of 
Apple  Computer's  Worldwide  Disability 
Solutions  Group.  "A  lot  of  people  have 
spent  years  trying  to  categorize  personal 
computers  as  something  special,"  the 
head  of  the  Cupertino,  Ca.,  based  unit 
says.  "But  if  we're  going  to  make  the 
computer  a  true  tool  for  accommodation, 
we  need  to  despecialize  it.  The  computer, 
after  all,  is  just  another  aid  to  getting  the 
job  done." 

To  promote  this  view,  Apple  Computer 
has  adopted  the  philosophy  that  people 
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For  Persons  with  Disabilities 


The  General  Motors  Mobility  Program  can  help  you  maintain  your  independence.  Just  make  a  toll-free 
call.  The  GM  Mobility  Assistance  Center  will: 

■  Identify  local  driver  assessment  centers, 

■  List  companies  in  your  area  that  provide  adaptive  driving  devices  or  vehicle  modifications, 

■  Send  an  informative  videotape,  "On  the  Move  Again," 

■  Suggest  which  General  Motors  cars  and  trucks  might  work  best  for  you. 

Then,  if  you  choose  to  buy  or  lease  a  new  GM  vehicle  or  dealer  demo  model,  we'll  reimburse  you  for 
the  cost  of  adapting  it  -  or  for  the  reinstallation  of  your  own  adaptive  equipment -up  to  S 1 ,000. 
Call  1-800-323-9935  (TDD  users:  1-800-TDD-9935)  or  contact  your  Chevrolet.  Pontiac,  Oldsmobile, 
Buick,  Cadillac,  or  GMC  Truck  dealer  to  find  out  more. 
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UPS'S   "FOCUS   ON   ABILITIES"  PROGRAM 

Two  years  ago,  UPS  Chairman  Kent  C.  "Oz"  Nelson  called  on  business  colleagues  in  the 
Atlanta  area  to  promote  the  positive  aspects  of  the  Americans  with  Disabilities  Act 
(ADA)  by  altering  the  way  businesses  define  "ability."  He  illustrated  his  point  by  relating 
the  story  of  Ben,  a  UPS  employee  who  uses  a  wheelchair. 

Shortly  after  UPS  moved  its  worldwide  headquarters  to  Atlanta.  Ben  arrived  to  be  inter- 
viewed for  a  job.  The  UPS  manager  conducting  the  interview  determined  that  Ben  had 
the  skills  UPS  needed  and  made  him  a  job  offer.  Ben  accepted  even  before  the  manager 
had  a  chance  to  tell  him  about  the  salary. 

"You  don't  understand,"  said  Ben,  "No  one  has  ever  offered  me  a  job  before.  I  don't 
care  about  the  salary.  I'm  just  happy  to  be  given  the  opportunity  ." 

Ben  brought  a  number  of  skills  to  the  workplace,  along  with  a  strong  determination  to 
succeed.  Most  important  to  UPS,  he  read  computer  programming  books  by  the  score 
and  dabbled  in  the  science  by  creating  his  own  data  base  and  math  science  programs. 

"The  truth  is,  many  people  with  disabilities  have  learned  to  compensate  by  developing 
other  attributes,"  Mr.  Nelson  told  the  audience  of  business  people.  He  urged  executives 
to  look  at  what  business  could  gain,  rather  than  what  it  might  have  to  invest,  by  employing 
workers  with  disabilities. 

The  corporatewide  management-training  program  that  helps  UPS  comply  with  the 
provisions  of  the  ADA  is  fittingly  entitled,  "Focus  On  Abilities." 


with  disabilities  don't  need  a  personal  com- 
puter as  much  as  they  do  a  personalized 
computer — one  modified  by  enhance- 
ments suited  to  their  particular  disability. 
To  make  such  enhancements  widely  avail- 
able, Apple  this  past  spring  opened  up 
"Aisle  17,"  a  mail-order  disability  solu- 
tions store  that  provides  a  "one-stop  shop" 
for  Macintosh  computers  and  assistive 
technology  packages  bundled  at  competi- 
tive prices.  "There's  never  been  a  store  like 
Aisle  17,"  the  company  claims.  "It's  a 
place  dedicated  to  computing  without 
boundaries." 

Sharing  Information  and  Ideas 

Ultimately,  the  most  potent  weapon 
against  the  banners  that  many  people  with 
disabilities  face  in  the  job  market  is  infor- 
mation. The  equation  is  simple:  employ- 
ers who  know  how  to  reach  out  to  job 
applicants  with  disabilities,  who  know 
how  to  correct  subtle  but  adverse  work- 
place attitudes,  and  who  know  how  to 
make  easy  and  inexpensive  job  accom- 
modations arc  far  more  likely  to  take 


these  critical  steps  than  are  companies 
gripped  by  fear  and  ignorance. 

The  National  Organization  on 
Disability  has  taken  the  lead  in 
producing  the  kind  of  baseline 
information  these  companies  need 
through  its  Disability  2000  -  CEO  Coun- 
cil. The  more  than  250  members  of  the 


Council  share  ideas  and  information  with 
each  other  through  N.O.D.  about  how  to 
effectively  promote  the  full  participation 
of  people  with  disabilities  in  employment 
and  business.  "CEO  Council  members 
represent  the  leading  edge  of  American 
business,"  Martin  Walsh,  the  Council's 
director,  observes.  "Not  only  are  they  good 
corporate  citizens,  but  many  are  pioneer- 
ing innovative  disability  employment 
and  training  programs  that  increase  pro- 
ductivity and  provide  models  for  other 
enlightened  companies." 

A  Top-Down  Commitment 

As  important  as  they  are,  however,  none 
of  these  ideas  or  resources  are  as  powerful 
as  a  single  initiative  that  any  employer,  no 
matter  what  its  size,  can  adopt:  a  top-down 
commitment  to  building  a  truly  disability- 
friendly  workplace.  The  credo  enunciated 
by  Oz  Nelson,  CEO  of  United  Parcel 
Service,  is  a  statement  of  principle  that 
all  American  companies  could  profitably 
follow.  We  must  begin  "to  provide  oppor- 
tunity to  people  on  the  basis  of  what  they 
can  do,"  Mr  Nelson  told  an  N.O.D.  con- 
ference on  the  ADA  in  Atlanta,  "rather  than 
deny  it  based  on  what  they  cannot  do." 


Jeanne  Lindelow,  who  is  blind  according  to  legal  standards,  is  routing  compliance  coordinator  in  the  transportation 
corporate  department  of  Glaxo,  Inc. 
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First  You  Gave  Us  A  Desk. 


Now  We  Want  To  R 


At  Compaq,  we  know  how  much  your  people  rely 
on  information.  After  all,  we've  been  working  in  vour 
office  for  years.  We  also  know  that  you're  very  serious 
about  finding  better  and  more  efficient  ways  to  handle 
information  on  a  company-wide  scale. 

So,  as  your  trusted  PC  company,  we'd  like  to  refer 
you  to  a  solid,  aggressive  systems  company:  Compaq. 

You  may  not  be  aware,  but  last  year  we  provided 
over  63%  of  the  world's  superservers.  That's  because 
our  advanced  systems  can  actually  outperform  mini- 
computers costing  many  times  more,  while  delivering 
enterprise-class  reliability.  They  can  also  radically  cut 
per- transaction  and  maintenance  costs. 

Our  experience,  fueled  by  partnerships  with  such 
networking  leaders  as  Novell,  Microsoft  and  SCO,  has 
helped  us  develop  an  integrated  family  of  networking 
products  —  from  the  new  ProSignia  VS  (which  offers 
true  server  functionality  at  a  desktop  price)  to  the  high- 
availability  ProLiant  line. 

These  systems  can  easily  run  today's  emerging 
business-critical  applications.  Thev  also  reflect  some 
refreshing  common  sense:  Namelv,  there's  no  reason  to 
downsize  from  big,  complicated  computers  if  you're 
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going  to  end  up  with  small,  complicated  computers. 

So  Compaq's  networking  solutions  bring  you  the 
same  ease  of  use  we've  brought  to  the  desktop.  Our 
CD-based  SmartStart  technology  vastly  simplifies  the 
most  complicated  part  of  the  setup  process  —  reliably 
configuring  and  fully  optimizing  your  system. 

Our  servers  are  built  to  keep  running,  even  when 
being  serviced.  The  Compaq  Insight  Manager  monitors 
800  critical  measurements  of  server  health,  and  our 
Pre- Failure  Warranty  ensures  free  replacement  of  key 
parts  before  potential  problems  turn  into  real  ones. 

And  since  you'd  rather  not  use  vour  business  as  a 
test  lab,  we  use  our  test  lab  as  a  test  lab.  Here,  in  real- 
lile,  high-volume  networks,  we  work  with  our  industry 
partners  to  ensure  the  highest  compatibility  and  keep 
our  commitment  to  open  systems.  So  you'll  never  be 
boxed  in,  forced  to  deal  with  any  one  manufacturer. 

If  you're  interested  in  receiving  specifications  for 
Compaq  systems  immediately  via  fax,  all  you  have  to 
do  is  call  us  at  1-800-345-1518,  choose  the  free  PaqFax 
option  and  request  documents  #4001  and  #4003.  And 
if  you  think  we  worked  hard  at  the  desk  job,  wait  till 
vou  see  what  we  do  for  you  next. 
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The  job  interview  is  the  time  of  first 
impressions,  for  both  employer  and 
job  applicant.  To  most  managers 
and  personnel  specialists,  the  interviewing 
process  is  a  routine  matter,  nothing  to  be 
concerned  about — until  an  applicant  with  a 
disability  walks  through  the  door.  Then,  even 
some  of  the  most  experienced  interviewers 
become  anxious  and  uncertain,  afraid  either 
that  they'll  offend  the  prospective  employee 
(and  perhaps  subject  themselves  or  their  firm 
to  a  lawsuit),  or  that  they'll  be  too  reticent 
to  ask  the  tough  questions  they  normally 
would  pose  to  a  nondisabled  candidate. 

Some  Commonsense  Guidelines 

It  doesn't  have  to  be  that  way.  By  follow- 
ing a  few  commonsense  guidelines,  man- 
agers and  personnel  officials  can  ensure  that 
the  job  interview  is  a  pleasant  and  infor- 
mative experience  for  all  parties  concerned. 
Here,  adapted  from  a  "pre-interview  check- 
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list"  compiled  by  the  Employers'  Commit- 
tee of  the  President's  Committee  on  Employ- 
ment of  People  with  Disabilities,  are  some 
of  the  most  important  steps  to  consider: 

■  Make  sure  both  the  building  and  room 
where  the  interview  will  be  held  are  acces- 
sible to  people  with  all  types  of  disabilities. 

■  If  the  interview  is  an  exploratory  one, 
focus  on  the  applicant's  skills,  knowl- 


As  a  student  intern,  Vikki  Washington  edited  technical 
manuals  at  the  Hewlett-Packard  Company  through  the 
Bridges. . .  from  school  to  work  transition  program  developed 
by  the  Marriott  Foundation  for  People  with  Disabilities. 


edge,  and  abilities,  rather  than  on  his  or; 
her  potential  work  limitations  or  need  for 
accommodations. 

■  If  you  are  interviewing  for  a  specific/ 
position,  be  ready  to  distinguish  between ( 
the  job's  "essential"  and  "tangential"!, 
duties.  Doing  so  will  allow  applicants  to| 
determine  on  their  own  whether  any!] 
accommodations  are  needed. 

■  If  the  applicant  is  not  technically  or  pro- 
fessionally qualified  for  the  position,  end 
the  interview.  If  the  applicant  is  qualified, 
feel  free  to  discuss  in  an  open,  honest,  and 
straightforward  manner  how  he  or  she  plans 
to  perform  specific  on-the-job  duties. 

■  Don't  ask  what  caused  the  person's  dis- 
ability or  how  he  or  she  will  get  to  work. 

Interviewing  Etiquette 

To  reduce  your  apprehension  when  inter- 
viewing someone  with  a  disability,  keep 
these  additional  suggestions  in  mind: 

■  Shake  whatever  the  person  offers  in 
greeting — a  hand,  prosthesis,  or  elbow. 

■  After  the  initial  greeting,  sit  down  so  that 
applicants  who  use  a  wheelchair  won't  have 
to  crane  their  neck  to  make  eye  contact. 

■  When  interviewing  a  person  with  a 
hearing  impairment,  try  to  keep  your  face 
out  of  the  shadows  and  your  hands  away 
from  your  mouth  as  you  speak. 

■  If  a  sign-language  interpreter  is  present, 
remember  to  look  at  and  talk  to  the  person 
you're  interviewing,  not  the  inteipreter. 
If  no  inteipreter  is  available  for  an  applicant 
who  is  deaf,  ask  the  candidate  how  he  or 
she  would  like  to  communicate. 

■  [fan  applicant's  ability  to  read,  write,  or 
handle  documents  is  limited,  be  prepared  to 
offer  assistance  in  completing  paperwork. 

■  Relax  and  make  the  applicant  feel  relaxed. 
Don't  be  afraid  of  making  mistakes.  At  the 
same  time,  remember  that  job  candidates 
(particularly  those  applying  for  professional 
positions)  must  be  expected  to  assume  an 
equal  share  of  the  responsibility  for  making 
your  interaction  with  them  comfortable. 


UNITED   STATES   POSTAL  SERVICE 

The  U.S.  Postal  Service,  a  leader  in  both  government  and  industry  in 
employing  people  with  disabilities,  has  37,000  employees  with  dis- 
abilities. For  the  future,  we  are  committed  to  building  on  our  tradition 
of  equal  opportunity  and  work  force  diversity. 

For  any  organization  to  succeed,  it  must  tap  into  the  varied  talents 

Marvin  Runyon,  ......  .  .   P  ...  .  .       .         .  . 

Postmaster  General  and  and  abilities  ol  the  work  torce.  All  people  must  be  given  the  chance 
usPostaTservic:ef<'Cer    t0  do  the  job  they  are  capable  of  doing. 

Sometimes,  the  biggest  obstacles  that  employees  with  disabilities  must  overcome  are 
the  attitudes  of  people  without  disabilities.  All  employers  must  continue  to  bring  down 
any  barriers  like  these  that  hold  back  the  potential  of  our  employees. 

We  have  very  dedicated  people  working  for  the  Postal  Service — especially  those 
who  have  disabilities.  The  Postal  Serv  ice  is  made  up  of  people  who  care  about  serving 
their  neighbors  and  this  nation,  people  who  want  to  do  a  good  job,  people  who  want  this 
organization  to  succeed. 

They  don't  sit  back  and  wait  for  something  to  happen.  They  make  things  happen.  I  have 
a  saying  about  that.  One  percent  of  the  people  make  things  happen.  Nine  percent  watch 
things  happen.  The  other  90  percent  wonder.  "What  happened?" 

Our  employees  with  disabilities  arc  in  the  first  group.  They  are  making  good  things 
happen  for  the  Postal  Service.  They  are  setting  the  example. 

Marvin  Runyon 

Postmaster  General  and  Chief  Executive  Officer 
I  iiiiet/ States  Postal  Service 


Interviewing  Tips 
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A  Strategy 
for  Success 

With  the  passage  of  the  ADA 
and  the  continuing  creation  of 
new  assistive  technologies,  an 
N.O.D.  report  concluded  last  year,  the 
,  accessibility  hurdle  for  people  with  disabil- 
ities "is  considerably  lower  than  it  once  was, 
and  will  continue  to  fall"  in  the  years  ahead. 
Few  developments  could  be  more 
nl   promising  than  this  for  people  with  dis- 
»    abilities  eager  to  become  full  participants 
in  the  mainstream  of  American  life.  But 
this  future  will  come  into  being  only  if 
Corporate  America  as  a  whole  makes  the 

I  kind  of  top-down  commitment  to  recruiting, 
hiring,  training,  and  promoting  people  with 
disabilities  that  is  reflected  in  the  efforts 

if   of  the  companies  profiled  here. 

II  I  Seven  Steps  to  Success 

Businesses  interested  in  bringing  this 
future  about  would  do  well  to  adopt  seven 
'  key  principles  as  an  integral  part  of  their 
i  1 1  corporate  philosophy: 

1 Recognize  the  opportunity  offered  by 
workers  with  disabilities.  You  can't 
hire  people  if  you  don't  know  they  exist. 
Many  employers  haven't  actively  recruited 
i  individuals  with  disabilities  in  the  past 
ni  :|  because  they  simply  haven't  thought 
i  I  about  it.  Employers  who  want  to  remain 
competitive  in  the  2 1  st  century  might  heed 
!  a  word  to  the  wise:  start  thinking  about  it. 


!  The  inclusion  of  people  with  disabilities  in  the  news 
media,  entertainment  and  advertising  have  helped  to 
acquaint  nondisabled  Americans  with  the  capabilities  and 


needs  of  people  with  disabilities. 


SPECIAL  ADVERTISING  SECTION 


2 Develop  a  strategic  recruitment  plan. 
Don't  wait  for  applicants  with  dis- 
abilities to  arrive  at  your  door.  You  wouldn't 
attempt  to  raise  capital  or  sell  your  products 
without  learning  everything  you  could 
about  the  market — and  then  appealing  to  it 
in  the  most  aggressive  fashion  possible.  You 
shouldn't  approach  the  hiring  of  people 
with  disabilities  any  differently. 

3 Familiarize  yourself  with  disability 
groups  in  your  area.  Most  people  with 
disabilities  find  jobs  through  want  ads 
and  word-of-mouth,  in  large  part  because 
employers  generally  aren't  aware  of  local 
disability  placement,  training,  and  advo- 
cacy groups.  Companies  that  take  the 
time  to  make  solid  connections  with  these 
organizations  will  therefore  have  an 
almost  unchallenged  direct  line  to  some 
of  the  most  job-ready  people  with  dis- 
abilities looking  for  work. 

4 Create  a  disability-sensitive  work- 
place. Employees  with  disabilities  say 
that  physical  barriers  are  usually  far  less  of 
a  hindrance  to  their  on-the-job  success 
than  attitudinal  barriers.  But  to  be  effec- 
tive, increased  attitudinal  sensitivity  can't 
be  just  a  corporate  buzzword;  it  has  to  be 
the  order  of  business  from  the  very  first 
job  interview,  and  must  filter  through 
every  level  of  the  company. 

5 Make  every  economically  feasible 
accommodation.  For  the  great  majority 
of  employees  with  disabilities,  job  accom- 
modations are  easy,  uncomplicated,  and 
inexpensive — and  typically  require  little 
more  than  ingenuity  and  common  sense. 
But  the  payoff  can  be  a  high-quality 
worker  you  might  have  had  little  chance 
of  hiring  otherwise. 

6 Stay  on  top  of  technology.  While 
many  accommodations  are  no  more 
technological  than  a  hammer  and  nails, 
emerging  technologies  are  often  able  to 
"level  the  playing  field"  between  work- 
ers with  and  without  disabilities  in  ways 
previously  thought  impossible.  What's 


With  the  removal  of  physical  barriers  in  the  work  place, 
employees  with  disabilities  are  able  to  become  full  par- 
ticipants in  corporate  decisionmaking  and  profitability. 


more,  most  high-tech  solutions  actually 
cost  very  little,  especially  compared  to  the 
benefit  gained. 

7 Give  employees  with  disabilities  the 
respect  they  deserve.  In  the  end,  the 
deciding  factor  in  hiring  a  person  with  a 
disability  must  be  the  same  as  for  hiring  a 
nondisabled  applicant:  "Can  this  person 
do  the  job?"  You  should  make  every 
accommodation  possible  for  workers  with 
disabilities,  but  don't  hesitate  to  demand  the 
same  perfonnance  of  all  of  your  employees, 
whether  or  not  they  have  a  disability. 
Remember:  respect  is  the  most  valuable 
wage  you  can  pay  to  any  employee. 

Within  Our  Reach 

The  result  of  these  actions?  More  pro- 
ductive companies,  to  be  sure,  but  more 
than  that,  a  society  in  which  having  a  dis- 
ability is  no  longer  a  ticket  to  America's 
sidelines.  "The  goal  of  full  participation  is 
within  our  reach,"  says  N.O.D. 's  Alan 
Reich,  "if  we  fully  commit  ourselves  to 
bringing  about  a  world  in  which  employ- 
ers and  jobseekers  alike  focus  on  abilities 
rather  than  disabilities." 

"The  New  Competitive  Advantage"  was  written  by 
Kevin  R.  Hopkins,  who  also  authored  "Willing  and 
Able,"  Business  Week's  October  1991  Special  Section 
on  disability. 

N.O.D.  Consultants:  Brock  Brower  and  Arlene  E.  Anns. 


General  Motors, 


Tammie  Groth  doesn't  believe  in  obstacles.  An  honor  roll  student,  Tammie  travels  around  the  country 
with  her  mother  Connie,  to  conventions  and  conferences  concerning  people  with  disabilities.  Connie 
is  one  of  the  many  GM  employees  whose  own  lives  are  affected  by  physical  disability.  Their  valuable 
insights  help  make  the  GM  Mobility  Program  work.  If  you  need  to  adapt  or  modify  a  vehicle,  the  pro- 
gram  offers  the  information  you  need  and  financial  support-not  a  sales  pitch.  Transportation  means 
independence.  And  that's  something  the  people  of  General  Motors  know  from  their  own  experience. 
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dka  and  Scotch  importers  are  targeting  twentysomethings 


<ge  may  not  be  everything.  But  in  the 
"its  business,  it's  close.  For'  Michel 
'jc  and  Guinness  PLC,  that's  a  prob- 
.  Roux  and  Guinness  are  working  fe- 
'shly  to  court  young  drinker's  for  two 
lining  brands— Stolichnaya  vodka  and 
var's  Scotch.  And  they're  doing  it  in 
inctly  different  ways. 


OLI  WITH 

rwisT 


ichel  Roux  seems  to  like  the  idea 
I  of  having  a  prop.  He  picks  up  the 
tie  of  Stolichnaya  vodka  set  before 
and  gazes  at  it,  holds  it  up  to  the 
t,  turns  it  around.  As  he  caresses 
le  begins  to  talk,  almost  to  himself, 
ut  how  he  intends  to  turn  Stoli  into 
vodka  of  choice  for  hip,  young  trend- 
ers.  He'll  start  by  cleaning  up  Stoli's 
;1  to  make  it  stand  out  on  the  shelf, 
i  reds  will  be  brighter.  "Stolichnaya" 
be  embossed  instead  of  printed.  Un- 
essary  detail  will  be  eliminated.  But 
illustration  of  the  Hotel  Moscow  will 
/.  "What  I'm  selling,"  Roux  sums  up, 
Russian  authenticity." 


Focusing  on  tradition  is  a  switch  for 
the  voluble,  53-year-old  French  emigre, 
who  is  known  for  his  cutting-edge  mar- 
keting style.  As  president  of  Carillon 
Importers  Ltd.,  a  unit  of  Grand  Metro- 
politan PLC,  he  has  recreated  the  images 
of  such  spirits  as  Grand  Marnier,  Bom- 
bay Sapphire  gin,  and,  most  notably, 
Absolut  vodka.  His  campaign  for  Abso- 
lut, which  featured  artists'  depictions  of 
the  Absolut  bottle,  turned  the  obscure 
Swedish  vodka  into  one  of  the  hottest 
brands  of  the  1980s. 
But  last  fall,  Roux 
was  jilted  when  Sea- 
gram Co.  snatched 
away  Absolut's  U.  S. 
marketing  rights. 

Now  Roux  is  back, 
thirsting  to  fight  the 
vodka  wars.  PepsiCo 
Inc.,  which  owns  U.  S. 
marketing  rights  to 
Stolichnaya,  has 
tapped  him  to  reen- 
ergize the  stodgy, 
lackluster  brand.  His 
goal:  to  triple  sales  to 
3  million  cases  in  two 


years.  His  earlier  work  will  make  that 
hard.  Stolichnaya  has  fallen  far  behind 
Absolut  (chart). 

But  Roux  has  plans,  comrades.  This 
summer,  he  will  launch  a  $5  million  ad 
campaign  for  Stoli,  featuring  the  bold 
colors  and  geometric  shapes  of  Soviet 
Constructivist-style  poster  art.  Roux  has 
commissioned  six  little-known  Russian 
artists— such  as  Eugeni  Mitti  and  Kon- 
stantin  Jouravliev— to  contribute  to  the 
effort.  Who  better  than  Russian  artists, 
figures  Roux,  to  evoke  the  hard-edged, 
Soviet  style  of  the  1920s  and  1930s?  It's 
Russia  as  artistic  statement.  And  Russia 
is  vodka. 

"DAVID  AND  GOLIATH."  Roux  has  thrown 
himself  into  the  task.  He  has  stripped 
the  Absolut  art  from  the  walls  at  Caril- 
lon and  replaced  it  with  some  of  the 
Stoli-inspired  artworks  that  have  been 
sent  to  him  in  recent  months  by  artist 
friends.  Among  the  ones  on  display:  a 
Soviet-style  poster  bearing  a  stylized 
stick  figure  holding  a  bottle  of  Stoli  with 
the  legend  "Post-Absolutism"  across  the 
bottom.  Will  he  use  it  in  an  ad?  Roux 
only  smiles.  As  sales  increase,  he  says, 
the  ads  will  become  more  daring.  But  he 
claims  he's  not  worried  about  Absolut. 
"The  best  way  to  compete  is  to  ignore 
the  competition,"  he  says. 

In  many  ways,  his  plan  to  rehabili- 
tate the  Russian  vodka  is  the  same  one 
he  used  for  Absolut:  art-inspired  ads 
and  tie-ins  to  high-profile  causes  such 
as  hunger  and  AIDS.  Consultant  Tom 
Pirko  of  Bevmark  dismisses  the  strategy 
as  too  similar.  "Word  in  the  industry  is 
that  Michel  is  a  one-trick  pony,"  he  says. 
"To  compete  with  what  he  created  is 
going  to  take  a  new  dimension  in  think- 
ing." And  Roux  will  be  fighting  with  a 
smaller  war  chest.  His  total  $10  million 
ad  budget,  while  twice  the  level  of  1993, 
will  be  split  among  three  brands.  There 
will  be  a  campaign  for  Cristall,  Stoli's 
upscale  vodka,  and  ads  with  interracial 
couples  and  "downtown"  types  for  the 
low-end  Priviet.  More 
than  $15  million  was 
spent  last  year  on 
Absolut  alone. 

Roux  is  counting 
on  help  from  friends 
in  the  magazine  in- 
dustry who  are  grate- 
ful to  him  for  placing 
Absolut  ads  when 
they  were  starting 
out.  Roux  hopes  to 
cash  in  on  some  of 
that  goodwill  to 
stretch  his  budget. 
"It's  like  David  and 
Goliath,"  says  Marvin 


ABSOLUT  POWER 


We're  Changing  Our  Company, 
And  Our  Name  Along  With  It. 


Arkla,  Inc.  is  now  Nor  Am  Energy  Corp.  Our  new 
name  illustrates  the  positive  changes  going  on  within 
our  company.  With  operations  stretching  from  the  border 
of  Canada  to  the  border  of  Mexico  —  it  also  reflects  the 
scope  of  the  areas  we  serve.  Today  we  are  the  3rd  largest 
natural  gas  distributor  and  one  of  the  largest  interstate 
pipeline  companies  in  the  United  States.  Nor  Am  Energy 
Corp.  It's  our  new  symbol  for  a  fresh  start. 

Beginning  May  16,  NorAm's 
NYSE  symbol  will  be  NAE.  ^=== 
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Arkla  Gas  •  Entex  •  Minnegasco 

Mississippi  River  Transmission  •  NorAm  Energy  Servi< 
NorAm  Gas  Transmission 


Dick 
Van  Patten 


"At  any  age, 
there  are  dozens 
of  things  you  can  do  to 
stay  healthy,  active  and 
have  a  great  time. 

Contact  your 
recreation  and  park 
department  today" 


NATIONAL  RECREATION 
AND  PARK  ASSOCIATION 
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R.  Shanken,  editor  and  publisher  of 
pact,  a  liquor-industry  magazine 
one  difference:  Roux  will  reap  the  tx! 
fits  of  his  parent's  distribution  netwc 
Grand  Met  is  No.  1  in  U.  S.  spirits 
ume,  while  Seagram's  is  No.  4.  Shan 
thinks  Roux  will  make  Stolichnayal 
real  contender." 

Roux  clearly  loves  the  attention.  "I| 
pie  in  the  industry  should  be  questio: 
me,"  he  says.  "I  question  me."  But  o] 
to  an  extent.  "He's  incredibly  autocra 
says  an  ad-agency  executive  fami 
with  Roux.  "He  tells  people  what 
wants,  and  then  he  gets  it."  What 
wants  right  now  is  to  be  back  on 
again.  Absolutely. 

By  Julie  Tilsner  in  New  i 
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At  Chaz  &  Wilson  Grill  on  Man! 
tan's  Upper  West  Side,  the  barte  im 
er  is  passing  out  drinks  that  would  m; 
Scotch  purists  pass  out  cold,  such 
Dewar's  margaritas  and  Dewar's  sou 
But  he's  getting  few  complaints.  T 
twentysomethings  not  only  lap  up 
potions  being  given  away  as  part  o 
Dewar's  promotion.  They  also  think 
Scotch— which  they  normally  associ 
with  stuffy  old  men— adds  a  tasty  ki 
"It's  free— first  and  foremost,"  s; 
Charles  Waldron,  24.  But  he  says 
would  consider  buying  a  Dewar's  soui§r|yr 
the  future.  "Why  not?" 

It  may  be  a  lark  to  bar-goers,  1 
sampling  events  such  as  this  are  serk 
business  to  Guinness  PLC,  the  maker 
such  premium  Scotches  as  Dewar's  a 
Johnnie  Walker.  Scotch  consumption 
the  U.  S.,  the  industry's  largest  mark  \<M. 
has  halved  since  1980,  dropping  nearh 
million  cases  a  year.  Only  1%  of  the  v 
ume  is  drunk  by  people  20  to  29, 
cording  to  the  trade  publication  Impc 
And  more  than  half  is  drunk  by  peo] 
over  50.  As  the  world's  biggest  Scot 
producer,  accounting  for  more  than  h 
of  the  $3.5  billion  market,  Guinness  d 
perately  needs  to  recruit  young  drinke 
If  that  means  starting  them  off  on  si 
ary  concoctions  instead  of  the  traditk 
al  straight-up  or  on-the-rocks,  well, 
much  for  tradition. 
dead  drinkers?  Guinness  believ 
strongly  enough  in  the  strategy  that 
doubled  Dewar's  U.  S.  marketing  bi 
get  to  $15  million  this  year.  And  tl 
month  in  Britain,  where  Scotch  has  al 
suffered  a  battering,  it  is  launching 
$23  million  campaign  for  its  Bell's  Ext 
Special  brand  that  will  target  25-to-c 
year-old  drinkers.  The  crusade  to  cc 
vert  younger  drinkers  is  crucial  to  Cha 
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BREITLING 

1884 

Instruments  for  Professionals 


CHRONOMAT 
Close  cooperation  with  pilots  and 
aviation  e\perts  enables  Breithng 
to  continue  improving  its  chronograph 

designs  all  the  time. 
The  Chronomat  features  a  selfwinding 
mechanical  movement,  a  rotating  be/el 
and  a  screw-locked  crown. 
This  instrument  is  water-resistant 
down  to  100  meters. 


AUTHORIZED  BREITLING  AGENT: 


alvin  goldfarb,  jeweler 

305  Bellevue  Way  N.E.       Bellevue,  WA  98004 
(206)  454-9393 
(800)  477-4171 
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STRATEGIES  I 


WHILE  ITT  LUMBERS, 
ITS  STOCK  HAS  LEGS 


How  CEO  Araskog  keeps  investors  coming  back  for  more 


When  ITT  Corp.  Chief  Execu- 
tive Rand  V.  Araskog  trav- 
eled to  Washington  on  Apr. 
26  to  accept  Chile's  highest  civilian  hon- 
or, the  rank  of  Comendador  in  the  Order 
of  General  Bernardo  O'Higgins,  he 
seemed  to  be  closing  one  of  the  more 
embarrassing  chapters  in  corporate  his- 
tory. In  the  early  1970s,  ITT  was  accused 
by  officials  in  Santiago  of  tampering 
with  Chilean  elections  to  protect  its  as- 
sets from  nationalization.  But  thanks  to 
the  $25  million  ITT  has  since  donated  to 
improve  Chile's  economy,  the  company  is 
back  in  that  government's  good  graces. 

Winning  over  the  Chileans  is  nothing 
compared  with  the  detente  Araskog  has 
achieved  with  Wall  Street.  For  years, 
investors  watched  in  dismay  as  ITT's 
stock  languished  while  Araskog  and  his 
lieutenants  were  lavishly  compensated. 
Then,  in  1991,  activist  shareholders 
pressed  the  board  to  link  executive  pay 
to  the  company's  stock  price.  It  worked 
like  a  charm:  ITT's  stock  is  up  46%,  to 
84%,  in  the  span  of  two  years.  And  the 
New  York-based  conglomerate  now  finds 
itself  held  up  as  a  model  of  corporate 
governance  by  shareholder  groups  such 
as  the  California  Public  Employees'  Re- 
tirement System  (CalPERS),  once  Ara- 
skog's  harshest  critic.  "We  use  ITT  as  a 
shining  example  of  how  a  company  can 
turn  around,"  says  Richard  Koppes, 
CalPERS'  general  counsel. 

Maybe  so.  But  ITT's  newfound  popu- 
larity with  investors  doesn't  reflect  much 
of  a  fundamental  turnaround  in  its  busi- 
nesses. True,  the  company  rebounded 
from  a  dismal  1992,  when  it  took  huge 
write-offs  and  restructuring  charges  in 
most  of  its  operating  units.  Last  year,  it 
earned  $913  million,  compared  with  a 
loss  of  SKK5  million  in  1992.  But  by  many 
other  measures,  ITT  remains  a  laggard. 
Its  revenues  dropped  1%  last  year,  to 
$22.8  billion.  Meanwhile,  its  return  on  as- 
sets has  dropped  to  a  paltry  1.3%,  from 
2%  three  years  ago.  Return  on  total  cap- 
ital has  fallen  as  well,  from  7.8%  in  1990 
to  6.9%  in  199.3.  And  the  operating  mar- 
grins  for  four  of  fit's  seven  divisions  re- 


main far  below  prerecession  levels.  Since 
1990,  ITT  has  cut  research-and-develop- 
ment  spending  by  19%,  to  $460  million  in 
1993,  and  slashed  capital  spending  by 
32%,  to  $506  million. 
skewed  FOCUS?  Why  the  discrepancy 
between  stock  performance  and  corpo- 
rate performance?  Ideally,  a  rising  share 
price  should  reflect  improvements  in  op- 
erations, rewarding  executives  and 
shareholders  alike.  Not  so  at  ITT.  Ana- 
lysts say  the  company's  fortunes  have 
been  regarded  as  so  lackluster  for  so 
long  that  just  the  promise  of  better 
things  to  come  is  having  an  outsize  ef- 
fect on  its  stock  price.  Moreover,  these 
analysts  and  former  top  executives  sug- 
gest Araskog  has  focused  largely  on 
boosting  ITT's  stock,  pursuing  a  strategy 
aimed  at  arousing  investor  interest  more 
than  engineering  a  real  turnaround  in 
operating  results. 

Over  the  past  three  years,  ITT  has 
restated  those  results  for  a  number  of 
units,  recasting  sluggish  performance  in 
a  more  positive  light.  Although  such  re- 
calculations are  legal  and  the  company 
has  disclosed  each  restatement,  ITT's 
balance  sheet  "sometimes  looks  like  the 
auditors'  full-employment  act  of  1994," 


WHAT'S  POWERING 
ITT'S  STOCK 


STOCK  PRICE  IN  U.S.  DOLLARS 


FEB.  26,  1992  CEO  Araskog  men- 
tions the  possible  breakup  of  ITT.  The 
stock  jumps  9%  in  a  day,  surpassing 
a  previous  high  set  in  1 987. 


SEPT.  10, 1991  Under 
pressure  from  shareholder 
groups,  ITT's  board  ties 
some  executive  pay  to 
stock  performance. 


MAR.  3,  1992  ITT  says  it  will 
sell  its  37%  stake  in  France's 
Alcatel  for  $3.6  billion, 
relinquishing  its  presence  in 
its  once  core  telecommuni- 
cations business. 


SEPT.  15,  1992  Forme| 
Michigan  state  Treasjt 
Robert  A.  Bowman  M 
over  as  CFO  and  wes; 
to  improve  relations  it 
Wall  Street. 
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AUG.  30,  '91 
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acknowledges  CFO  Robert  A.  Bowman. 
Heavy  stock  buybacks  have  also  helped 
make  the  company's  performance  look 
glossier.  Since  1989,  ITT  has  bought  more 
than  28  million  shares,  causing  earnings 
per  share  to  swell  23%  on  the  basis  of 
the  repurchases  alone. 

What's  more,  Araskog  is  selling  many 
of  the  treasures  in  the  ITT  empire.  Over 
the  past  15  years,  he  has  shed  250  units. 
In  1992,  ITT  cast  off  its  remaining  pres- 
ence in  telecommunications,  once  the 
conglomerate's  core,  when  it  sold  its 
37%  stake  in  Alcatel  NV  for  $3.6  billion. 
Then,  in  December,  ITT  announced  it 
would  spin  off  ITT  Rayonier  Inc.,  its  for- 
est-products subsidiary,  to  shareholders. 
It  is  also  planning  to  sell  19.9%  of  its 
small  educational  unit  in  a  public  offering 
this  summer.  "They're  not  improving 
performance— they're  cashing  in  some  of 
their  assets,"  notes  Boston  Consulting 
Group  Inc.  Vice-President  Eric  Olsen, 
who  examined  itt's  financial  perfor- 
mance back  to  1974  at  business  week's 
request.  "They're  not  building  value  but 
giving  more  value  to  the  equity  hold- 
ers by  liquidating." 

The  sell-off  has  fueled  speculation  on 
Wall  Street  that  Araskog,  62,  and  three 
years  away  from  mandatory  retirement, 
may  end  up  breaking  ITT  into  three  sep- 
arate companies:  ITT  Sheraton  Corp.;  a 
manufacturing  company  including  ITT's 
auto-parts  and  defense  units;  and  a  fi- 
nancial-services and  insurance  business 
built  around  ITT  Hartford  Group  Inc. 
Such  speculation,  which  even  Araskog 
acknowledges  is  "not  outlandish,"  has 
Wall  Street  salivating.  PaineWebber  Inc. 
analyst  Jack  Modzelewski  puts  ITT's 
breakup  value  at  $115  a  share— nearly 
36%  above  the  current  price. 

It's  not  just  shareholders  who  are 
benefiting  from  the  runup  in  ITT's  stock 
price.  Araskog  and  his  top  executives 
also  have  a  powerful  incentive  in  this 


JUNE  28,  1993  ITT 

enters  the  casino 
business  by  buy- 
ing the  Desert  Inn 
in  Las  Vegas  for 
$  1 60  million. 


MAR.  8,  1994  Araskog 
announces  that  ITT  is 
exploring  the  possibility 
of  restructuring  to  form 
three  independent 
businesses. 


MAY  5,  1993  ITT 

sells  its  deeply 
troubled  $2.2 
billion  unsecured 
consumer-loan 
portfolio  to  a 
Goldman  Sachs- 
led  group  for 
$  1.7  billion. 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  TRADEUNE,  COMPANY  REPORTS,  BUSINESS  WEEK 
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regard— a  new  pay  plan  adopted  in  late 
1993  that  awards  them  rich  stock-option 
packages  as  soon  as  they  get  the -stock 
price  above  104.  itt's  chief  stands  to 
make  at  least  $3.3  million  on  his  options 
alone  if  the  stock  hits  the  target  price. 
According  to  four  former  top  executives, 
Araskog  often  talked  at  strategy  meet- 
ings about  how  prospective  deals  would 
affect  itt's  share  price  and  executives' 
compensation.  Indeed,  the  Rayonier  spin- 
off alone  carried  an  immediate  payoff 
for  Araskog,  who  was  granted  an  ex- 
tra 14,000  options  and  saw  his  entire 
164,000  stock  options  package  reset  at  a 
much  lower  threshold.  He  "spent  a  great 
deal  of  time  focused  on  the  price  of  the 
stock  and  how  that  related  to  bonuses 
and  stock  options,"  one  recalls. 

As  an  example,  these  former  execu- 
tives cite  Araskog's  efforts  to  have  the 
entire  $942  million  gain  on  the  sale  of 
itt's  Alcatel  stake  in  1992  included  in  his 
compensation  calculations  that  year,  even 
though  ITT  suffered  a  net  loss  of  $885 
million  and  wasn't  to  receive  full  pay- 
ment for  the  deal  until  June,  1994.  In 
the  end,  the  directors  decided  that  the 
loss  for  the  year  meant  no  executive 
should  receive  a  bonus  for  1992,  says 
Robert  A.  Burnett,  head  of  the  board's 
compensation  committee.  Burnett  also 
says  he  doesn't  recall  Araskog  pressing 
too  hard  for  the  bonus. 
twisting  the  dials.  Araskog  denies  that 
any  of  his  decisions  have  been  motivated 
by  concerns  for  his  own  pay.  "I  don't 
think  I  have  ever  made  an  issue  of  ex- 
ecutive compensation,"  he  says.  "Most 
people  aren't  motivated  by  money.  Most 
are  motivated  by  doing  things  well,  be- 
ing with  a  good  organization,  being 
proud."  Moreover,  he  disputes  sugges- 
tions that  his  strategy  has  been  primar- 
ily aimed  at  driving  up  ITT's  stock  price 
rather  than  improving  operations.  "I 
think  the  stock  price  is  up  because  of 
the  performance  of  the  company,"  he 
says.  And  although  the  operating  re- 
sults at  many  of  ITT's  units  are  below 
1990  levels,  Araskog  says:  "The  company 
is  really  on  an  upturn,  and  we  expect  it 
to  continue." 

Wall  Street's  warm  embrace  marks  a 
striking  change  in  the  perception  of  ITT 
and  Araskog,  who  has  spent  his  15  years 
as  CEO  twisting  the  dials  of  the  empire 
built  by  Harold  S.  Geneen.  Many  of  itt's 
problems  stemmed  from  its  size  and  di- 
versity. When  Araskog  took  over  in 
1979,  ITT  did  everything  from  bake  Host- 
ess Twinkies  to  rent  Avis  cars.  And  for 
most  of  Araskog's  reign,  itt's  stock  has 
underperformed  the  market.  From  1979 
to  the  end  of  '91,  it  lagged  behind  Stan- 
dard &  Poor's  500-stock  index  by  36%. 

Talk  of  slimming  ITT  down  isn't  new. 
Raiders  Jay  Pritzker  and  Irwin  L.  Jacobs 
suggested  breaking  up  the  conglomer- 


%  Of  The  World's 
ing  banks. 


140  AIRLINES,  - 


-  >  1,600  Government 
Aget 


SOfTh 
World's  Larg: 


HELECOMMUNI' 


Companies 


'e  're  helping  our 
clients  write  the  book  on 
customer  service. 

And  here's  the  last  word: 
customerize. 


From  banking  to  airlines,  from 
ecommunications  to  government, 
isys  has  built  a  reputation  for  helping 
r  clients  help  their  customers. 

So  it's  not  surprising  that  the  most 
werful  customer  service  concept  in 
its  should  come  from  Unisys.  A  concept 
bodied  in  a  single,  thought-provoking 
<rd:  CUSTOMERIZE. 

A  customerized  organization  is 
stomer-focused  at  every  level.  The  full 
^abilities  of  its  information  strategy 
I  extended  all  the  way  out  to  the  points 
customer  contact,  where  customer  sat- 
iction  is  ultimately  decided.  The  bottom 
f.  For  the  private  sector:  enhanced 
enue  generation  and  competitiveness, 
the  public  sector:  enhanced  delivery 

'3  Unisys  Corporation. 


of  government  services. 

Of  course,  every  line  of  business  has 
its  unique  requirements.  And  Unisys  is  a 
leader  at  applying  industry-by-industry 
expertise  to  real-world  customer  environ- 
ments. Our  pioneering  efforts  to  help 
customerize  business  and  government  are 
a  logical  extension  of  our  strengths- 
strengths  such  as  point-of-customer- 
contact  solutions;  a  proven  commitment  to 
open  systems  and  interoperability;  and 
above  all,  services  that  apply  technology 
not  for  its  own  sake  but  for  the  sake  of 
an  organization's  goals. 

U\iSYS 

We  make  it  happen. 


Experienced  Unisys  consultants  can 
help  assess  the  flow  of  information 
between  you  and  your  customer.  And  our 
customerize*1  services  protect  your  existing 
investment  as  they  help  your  organization. 


CUS'tonver-ize\  kus'-to-m3-rize'\  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  16. 
Ask  for  a  complimentary  customerize 
Information  Kit.  We'll  help  you  begin  a  re- 
warding new  chapter  in  customer  service. 

customerize  is  a  service  mark  of  Unisys  Corporation 


Ill 


e  Corporation 


i 


ate  when  each  took  a  run  at  it  back  in 
the  mid-1980s.  But  Araskog  repeatedly 
opposed  a  breakup.  In  '89,  when  he 
wrote  The  ITT  Wars,  an  account  of  how 
he  managed  to  save  "my  company"  in 
the  mid-1980s,  Araskog  belittled  the  con- 
cept of  running  a  company  primarily  for 
the  benefit  of  shareholders  and  the  stock 
price.  "So-called  shareholder  value,"  Ara- 
skog wrote,  was  served  by  a  combination 
of  "buyouts,  restructuring,  and  other 
stratagems  [that  include]  special  events 
and  asset  sales." 

Before  long,  though,  it  became  clear 
that  Araskog  had  to  change  his  stance. 
Despite  itt's  poor  performance, 
he  had  become  one  of  the  most 
richly  compensated  CEOs  in  Cor- 
porate America.  In  1990,  when 
itt's  share  price  fell  20%  and  in- 
come from  operations  fell  30%, 
his  paycheck  doubled,  to  $11.4  mil- 
lion. Included  in  the  package  were 
120,000  restricted  shares,  worth 
about  $6  million.  The  board  grant- 
ed the  extra  shares  to  Araskog  a 
year  ahead  of  schedule  so  he 
could  avoid  a  higher  New  Jersey 
state  income-tax  rate  expected  in 
'91.  Araskog  initially  denied  he 
ever  received  the  shares:  "It 
just  isn't  so."  But  an  ITT  spokes- 
person later  confirmed  that  the 
stock  was  indeed  given  to  him 
and  said  that  Araskog  simply  for- 
got about  it. 

single-minded.  The  following 
year,  CalPERS  launched  its  offen- 
sive, insisting  that  ITT  directors 
pay  attention  to  the  share  price. 
The  board  drafted  a  new  plan  to 
link  executive  pay  to  perfor- 
mance. In  an  August,  1991,  meet- 
ing in  Sacramento,  Araskog  made 
peace  with  CalPERS  after  outlining 


billion  rather  than  the  $784  million  that 
would  have  been  reported  under  the 
previous  accounting  methods.  Other  key 
measures  also  look  much  better.  Instead 
of  a  1993  occupancy  rate  of  66%  and  an 
average  room  rate  of  $90,  Sheraton  now 
reports  an  occupancy  rate  of  69%  and  an 
average  room  rate  of  $105.  ITT  restated 
results  for  Sheraton  going  back  to  1991 
to  reflect  its  new  accounting  methods.  If 
ITT  prepares  to  spin  Sheraton  off,  as 
many  analysts  expect,  the  beefed-up 
financials  would  make  Sheraton  look 
more  appealing  to  investors.  (One  ex- 
ception: Operating  margins  declined  be- 


ITT'S  LONG-TERM  PERFORMANCE 


Millions  of  dollars 


NET  INCOME 


RETURN  ON  TOTAL  CAPITAL 


RETURN  ON  ASSETS 


RETURN  ON  EQUITY 


$21,680 


923 


11.6% 


$22,762 


913 


1 2.3% 


AUTOMOTIVE   

DEFENSE  AND  ELECTRONICS 
FLUID  TECHNOLOGY 

SI 


FINANCIAL  SERVICES  2.1* 


'These  numbers  would  have  been  higher,  but  were  not  restated  to  reflect  discontinued 
operations  and  write-downs  of  1 992. 

DATA:  COMPANY  REPORTS,  LEHMAN  BROTHERS  INC. 


the  new  plan.  The  meeting  went  so  well 
that  Araskog  recalls  it  as  "a  love-in  by 
the  time  we  left."  To  hear  Araskog  talk 
nowadays,  he  focuses  single-mindedly  on 
enhancing  shareholder  value.  "There's  a 
general  recognition  that  there  is  a  long- 
term  incentive  program  in  place  that 
[guarantees]  the  performance  of  the 
company  [by  linking  it  to]  the  stock 
price,"  Araskog  says.  To  his  critics,  how- 
ever, some  of  the  moves  to  enhance 
shareholder  value  have  amounted  to  lit- 
tle more  than  paper-shuffling. 

In  1993,  for  example,  ITT  stopped  in- 
cluding less  impressive  results  from 
Sheraton's  230  franchised  properties  in 
its  annual  report,  while  it  added  in  the 
revenues,  occupancy  rates,  and  average 
room  rates  of  its  149  more  desirable 
leased  and  managed  hotels,  which  were 
never  included  before.  The  result:  Sher- 
aton now  reports  1993  revenues  of  $3.2 


cause  the  restated  revenues  were  much 
higher  while  operating  profits  remained 
unchanged.) 

Similarly,  after  selling  off  troubled 
consumer  loans,  the  company  last  year 
restated  1992  results  for  ITT  Financial 
Corp.,  replacing  the  $781  million  loss 
with  a  $175  million  profit.  Does  ITT  rely 
too  heavily  on  restatements  to  gloss 
over  past  troubles?  "I  think  that's  a  fair 
criticism,"  says  CFO  Bowman.  "Maybe 
from  a  materiality  point  of  view,  we 
don't  need  to  do  it"  so  often. 

Not  all  of  this  activity  has  been  cos- 
metic. ITT  paid  $375  million  last  year 
for  80%  of  a  General  Motors  Corp.  parts 
business  that  complements  its  existing 
ITT  Automotive  division.  And  on  May 
12,  ITT  announced  it  would  spend  $750 
million  to  build  the  Desert  Kingdom,  a 
luxury  casino  in  Las  Vegas,  to  strength- 
en its  push  into  casino  gambling.  But 


the  gaming  strategy  hasn't  goneK: 
smoothly  as  Araskog  would  have  lild: 
ITT's  stock  dropped  more  than  7%  inf 
days  preceding  and  following  the  wi<| 
expected  announcement. 
"never  A  clash."  That  wasn't  the  m 
setback  for  itt's  gaming  ambitions.  St- 
aton  President  John  V.  Giovenco 
asked  to  resign  last  July  after  ser 
only  five  months,  says  ITT  Dire 
Michel  David-Weill,  senior  partne: 
Lazard  Freres  &  Co.  Araskog 
hired  the  former  top  Hilton  Hotels  G 
casino  executive  to  lead  the  ga 
push,  denies  rumors  of  a  clash 

Giovenco.  "It's  never  a  clj 
when  one  [person]  is  not  e 
to  the  other,"  he  says.  Giov 
couldn't  be  reached  for  comm 
Despite  the  flurry  of  acti 
the  conglomerate's  perform 
remains  uninspiring.  True,  I 
net  income  was  up  25%  in 
first  quarter,  and  Lehman  Br 
ers  analyst  Phua  K.  Young 
pects  1994  net  income  to  cli 
7%,  to  $978  million,  while  i 
enues  rise  10%,  to  $24.3  bill: 
Since  taking  huge  write-offs 
troubled  assets  in  1992,  itt  H 
ford  and  ITT  Financial  have  d  Yl! 
much  better.  But  many  of  r 
businesses  aren't  doing  as  v 
as  they  were  a  few  years  a 
when  the  company  was  deri< 
as  a  poor  performer.  ITT  Ai 
motive's  sales  were  nearly 
last  year.  And  its  operating  n 
gins  were  far  below  the  level; 
1990  (table).  Sheraton  also  i: 
operating  at  nearly  the  15%  n 
gin  of  the  late  '80s.  Experts 
the  luxury-hotel  market  is 
suffering  from  overcapacity. 
Still,  Araskog's  job  remain 


plum  by  most  corporate  standards, 
spite  itt's  greater  emphasis  on  cost-c 
ting  in  recent  years,  his  sumptuou 
appointed  offices  take  up  an  entire  h 
floor  of  the  company's  midtown  M 
hattan  headquarters,  itt's  boss  curre 
ly  receives  an  annual  salary  of 
million  and  a  yearly  bonus  that  sho 
equal  that  amount.  Last  year,  he  also 
ceived  options  worth  more  than  $22  r 
lion  if  itt's  stock  appreciates  by  an 
erage  of  10%  a  year  by  2003,  when 
options  expire.  Even  after  his  reti 
ment  in  October,  1996,  Araskog  is  gu 
anteed  a  $400,000  annual  consulting  c 
tract  through  2001  and  a  nomination] 
itt's  board  each  year  until  2003. 

Not  bad,  considering  that  the  10-me 
ber  board  is  itself  richly  compensate 
Only  18  other  public  companies  pi 
their  directors  cash  retainers  greal 
than  ITT's  annual  $42,000,  according 
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ectorship  Databank,  a  publisher  that 
;ks  director  compensation.  And  once 
itional  fees  are  included,  six  of  the 
e  outside  directors  received  more 
n  $100,000  last  year.  "They  work 
der  than  any  corporate  board  in 
erica,"  says  ITT  spokesman  James 
lagher.  "They  have  to  study.  ITT  is 

of  the  more  difficult  companies  in 
erica  to  understand." 
'ew  shareholders  begrudge  Araskog 

directors  their  pay.  "As  long  as 
iskog's  pay  is  tied  to  performance 

the  board  is  closely  monitoring  it, 
re  not  bothered,"  says  CalPERS' 
)pes.  And  ITT's  stock  continues  to 
ite  Wall  Street.  "It's  almost  as  if 


[Araskog  has]  read  all  the  books  on  how 
to  create  interest  in  the  stock,  and  he's 
implementing  them.  That's  the  ITT  sto- 
ry," says  PaineWebber's  Modzelewski. 
grand  exit.  Given  Araskog's  impending 
retirement,  it's  a  story  that  analysts 
expect  to  end  with  a  big,  stock-boosting 
bang.  Based  on  tantalizing  hints  that 
Araskog  has  made— most  recently  in  a 
letter  accompanying  the  1993  annual 
report— some  analysts  expect  him  to 
break  up  ITT  by  the  time  he  is  forced 
to  retire  in  1996.  That  would  allow 
Araskog  to  exit  a  winner,  with  a  peak- 
ing stock  price  and  a  valuable  cache  of 
stock  options.  "I  don't  think  there  is  a 
successor  to  Araskog,"  says  Modzelews- 


ki. "It's  like  the  disintegration  of  the 
Soviet  Union." 

So  far,  Araskog  is  being  cagey  -about 
a  possible  breakup.  Splitting  up  ITT 
wouldn't  "be  a  healthy  objective  in  itself; 
it  even  sounds  kind  of  self-serving,"  he 
says.  Still,  given  the  market's  appetite 
for  a  breakup,  it  may  be  an  irresistible 
prospect.  "It's  the  world  we  live  in,"  he 
says.  He  adds  that  all  of  itt's  core  busi- 
nesses are  strong  enough  to  be  on  their 
own.  Now  that  he's  accustomed  to  run- 
ning the  company  for  maximum  imme- 
diate stock  price,  splitting  it  up  may  be 
the  only  logical  conclusion  to  Araskog's 
long  and  tempestuous  reign. 

By  Elizabeth  Lesly  in  New  York 


THE  CFO  WHO'S  WOWING  WALL  STREET 


IM^hen  Robert  A.  Bowman 
Mgmg  took  over  as  chief  financial 
W  W  officer  at  ITT  Corp.  in  1992 

the  tender  age  of  37,  some  Wall 
reet  analysts  groaned.  ITT  had  little 
idition  of  financial  acumen  and  was 
.own  for  chilly  inaccessibility  to  in- 
stors.  Bowman's  first  meeting  with 
alysts  didn't  inspire  much  confidence, 
e  wasn't  comfortable.  He  didn't  seem 

know  what  to  say,"  recalls  Donald- 
n,  Lufkin  &  Jenrette  Securities 
irp.'s  Jack  Blackstock.  "I  thought  'Uh 
,  he's  too  green.' " 

Two  years  later,  the  once  jittery 
ro  has  emerged  as  a  major  reason 
at  ITT  is  now  a  Wall  Street  darling, 
wman  has  developed  new  financing 
hides,  installed  tightened  financial 
ntrols,  and  worked  assiduously  to 
urt  Wall  Street  analysts.  Indeed, 
lile  other  ITT  executives  partied  it  up 
a  lavish  reception  at  the  Desert  Inn 

May  12  after  announcing  that  Sher- 
m  would  take  a  $750  million  gamble 
ilding  a  brand-new  casino,  Bowman 
t  with  analysts,  painstakingly  filling 

the  details.  "Substance  is  what 
lis,"  he  says. 

•ELL  your  HOUSE."  True,  ITT's  stock 
s  dropped  5%  since  the  beginning 
May  as  investors  worried  that  it 
is  placing  too  big  a  bet  on  the  com- 
titive  gaming  business.  But  Bow- 
in' s  assurances  have  won  over  most 
alysts.  "I'm  a  very  big  fan  and  sup- 
rter  of  Bowman,"  Blackstock  says 
w.  How  big  a  supporter?  "I'm  telling 
u  to  go  sell  your  house  and  put  the 
oceeds  in  ITT  stock." 
Bowman  is  one  of  a  new  breed  of 
inderkind  CFOs  who  have  taken  a 
ire  activist  role  in  burnishing  their 
mpanies'  images.  His  cohorts  include 
chard  D.  Nanula  of  Disney,  G. 
chard  Wagoner  of  GM  and  Richard 


Tysoe  of  Federated  Department  Stores. 
They're  making  names  for  themselves 
with  skilled  handling  of  analysts,  in- 
vestors, and  the  press— and  with  ag- 
gressive dealmaking.  For  example, 
Kemper  Corp.  looked  so  good  after  37- 
year-old  CFO  John  H.  Fitzpatrick  helped 
implement  a  massive  restructuring  that 
General  Electric  Co.  decided  to  bid  for 
the  money-manage- 
ment company. 

Like  many  of  his 
contemporaries,  Bow- 
man seems  to  chal- 
lenge the  common 
perception  of  CFOs  as 
conservative,  behind- 
the-scenes  bean-coun- 
ters. A  Harvard  Uni- 
versity graduate  with 
an  MBA  from  the 
Wharton  School,  Bow- 
man litters  his  huge 
office  with  Coca-Cola 
cans,  swings  a  base- 
ball bat  during  meet- 
ings, and  proudly 
points  out  that  he 
shares  a  birthday 
with  his  fellow  Mid- 


BOWMAN:  YOUN6,  NOT  GREEN 


westerner,  David  Letterman. 

He  also  has  an  eclectic  resume,  with 
stints  as  a  Treasury  Dept.  aide  and  a 
Goldman,  Sachs  &  Co.  investment 
banker.  He  is  best  known,  however, 
for  his  eight-year  run  as  Michigan's 
treasurer,  where  he  got  the  state's 
bonds  upgraded  four  times  and  ran 
the  state  pension  fund  more  aggres- 
sively. During  his  tenure,  assets  rose 
nearly  150%,  to  $18  billion-much  of 
that  because  of  shrewd  investments. 
"Smart  people  are  a  dime  a  dozen," 
but  Bowman  can  be  counted  on  to  de- 
liver results,  says  former  boss  and 
Michigan  Governor  James  J.  Blanchard, 


now  U.  S.  Ambassador  to  Canada. 

Some  of  what  Bowman  has  accom- 
plished at  ITT  is  easy  to  spot.  To  please 
analysts  and  investors,  he  sped  up 
quarterly  announcements  from  10 
weeks  after  the  quarter's  close  to  just 
18  days.  Unlike  his  predecessor,  long- 
time ITT  CFO  M.  Cabell  Woodward  Jr., 
Bowman  meets  with  analysts  on  the 
day  results  are  an- 
nounced to  discuss 
the  details.  More  sub- 
tle are  the  moves  he 
has  made  to  dress  up 
ITT's  balance  sheet. 
One  example:  To  help 
improve  capital  effi- 
ciency and  move  clos- 
er to  return-on-equi- 
ty  goals,  Bowman 
bundled  and  sold  as 
securities  $1.4  billion 
of  ITT  Financial 
Corp.'s  receivables 
last  year.  While  other 
companies  have  done 
this,  it  had  been  un- 
heard of  at  staid  ITT. 

Bowman  is  upbeat 
about  the  company's 


future.  "The  tumblers  of  the  lock  are 
really  falling  into  place,"  he  says.  And 
Bowman's  success  has  earned  him  an 
influential  voice  at  ITT.  While  he  and 
two  other  ITT  operating  chiefs  rank 
just  below  ceo  Rand  V.  Araskog  in 
the  pecking  order,  Bowman  is  the  only 
executive  to  share  an  entire  floor  of 
ITT's  midtown  Manhattan  headquarters 
with  Araskog.  So  let  other  young  ex- 
ecs toil  in  middle  management,  work- 
ing their  way  up  slowly.  For  Bowman 
and  the  new  breed  of  CFOs,  the  future 
is  now. 

By  Elizabeth  Lesly  in  New  York,  with 
bureau  reports 


)RPORATION 
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I  JJpH  in-  batteries  powering  my  red 
HM  Ford  Ecostar  electric  minivan 
were  running  low.  Clenching 
the  wheel  of  the  experimental 
vehicle,  I  roamed  the  back 
•eets  of  Santa  Barbara,  seeking  a  bus 
pot  where  I  could  plug  in  my  indus- 
al-strength  charger.  When  I  found  it, 
•  dash  read  1  mile  to  empty.  Whew! 
From  my  start  at  Venice  Beach  in 
loggy  Los  Angeles,  I  had  come  97 
les  that  Saturday  in  March.  My  des- 
ation,  Sacramento,  was  still  400  miles 
2ad.  Even  die-hard  electric- vehicle  (EV) 
jporters  rarely  attempt  such  treks  in 
■s  mainly  meant  so  far  for  commuting 
i  local  delivery.  So  why  was  I  acting 
e  the  electric  vehicle's  answer  to 
ileas  Fogg?  Because  I  wanted  to  find 
:  the  truth  about  those  four-wheeled 
i  potatoes  that  environmentalists  love 
i  Detroit  hates.  Do  evs  work?  What 
;  the  trade-offs?  And  will  anyone  buy 
sm? 

Detroit's  Big  Three  and  the  rest  of 
3  world  automotive  industry— along 
Lh  dozens  of  other  companies  from 
>rida  to  Denmark— are  in  a  furious 
sh  to  answer  such  questions.  That's 
:ause  crunch  time  is  now.  On  May  13, 
lifornia  regulators  reaffirmed  that  by 
18,  some  2%  of  the  vehicles  sold  there 

high-volume  carmakers  must  be 
ctrics.  Four  years  for  auto  companies 
the  blink  of  an  eye:  It  takes  at  least 
•ee  just  to  engineer,  test,  and  tool  up 

a  typical  new  model— much  less  any- 
ng  exotic. 

So  carmakers  are  locking  in  their  1998 
signs  this  year.  The  technology  in  my 
Towed  van  was  much  like  what  will 
ich  showrooms  in  October,  1997.  And 
;  just  in  California.  New  York  and 
.ssachusetts  will  require  evs  the  fol- 
ding year,  and  10  other  Eastern  states 
s  the  District  of  Columbia  may  sign 
too.  As  I  hummed  along  between 
ctrical  transfusions,  I  met  en- 
preneurs  who  are  betting  millions 
it  future  generations  of  electrics  could 
i  day  rule  the  roads.  I  saw  the  con- 
erable  obstacles  that  evs  must  over- 
ne.  But  I  also  saw  how  they  could 
n  a  toehold.  The  bottom  line,  I  de- 
ed, is . . .  well,  read  on. 
IE  BELIEVERS.  For  now,  the  charge  to- 
rd  electrics  faces  a  daunting  prob- 
i:  Batteries  can't  equal  the  power  or 
ige  supplied  by  gasoline.  Still,  seri- 
>  work  on  EV  batteries  is  only  in  its 
incy,  and  improvements  are  coming, 
eit  slowly.  And  there's  plenty  of 
>gress  on  other  fronts:  Engineers 
built  efficient,  high-speed  AC  mo- 
s,  mounted  energy-saving,  high-pres- 
■e  tires,  pared  car  weight  with  high- 
h  composites,  and  invented  devices 
it  cut  charging  time  90%  while  tripling 
tery  life. 


If  the  race  to  build  EVs  does  somehow 
pay  off,  it  will  mark  the  most  sweeping 
change  in  the  $500  billion  global  auto 
industry  since  1902,  the  year  a  gasoline- 
powered  vehicle  captured  the  land  speed 
title  from— believe  it  or  not— an  electric. 
The  quest  for  clean  cars  is  spurring 
work  on  other  power  sources.  Among 
them:  fuel  cells,  which  consume  hydro- 


HOW  TO  JUMP-START 
ELECTRIC  CARS 

Electric  vehicles  (EVs)  won't  match 
gasoline  vehicles  in  performance  or 
price  by  California's  1998  deadline. 
But  here's  how  carmakers  hope  to 
narrow  the  gap: 


PROBLEM:  Dow  volumes  will  boost 
prices  of  early  electric  vehicles. 
SOLUTION:  Most  carmakers  will  start 
by  making  electric  versions  of  high-vol- 
ume gas  models.  The  cost  of  electronic 
components  should  fall  quickly  as 
volumes  increase.  Subsidies  from  car- 
makers and  utilities,  plus  tax  breaks, 
will  help  keep  sticker  prices  competitive. 


PROBLEM:  A  50-  to  70-mile  range  per 
7-hour  charge  could  turn  off  consum- 
ers used  to  going  up  to  400  miles  per 
tank  and  refueling  in  5  minutes. 
SOLUTION:  Improved  lead-acid  batter- 
ies boost  range.  Utilities  may  install 
quick-charge  stations  that  recharge  bat- 
teries in  15  minutes. 

BATTERY  LIFE  j 

PROBLEM:  Expensive  EV  battery 
packs  can  burn  out  in  as  little  as  two 
years  and  cost  thousands  to  replace. 
SOLUTION:  New  charging  technique 
using  rapid  pulses  may  double  or  triple 
battery  life.  Utilities  may  lease  batteries 
to  consumers,  spreading  the  cost  and 
shouldering  the  risk  of  early  failure. 

RECHARGING 

PROBLEM:  Many  potential  customers 
lack  proper  outlets  for  recharging. 
SOLUTION:  Some  utilities  are  seeking 
temporary  rate  hikes  to  subsidize  in- 
stallation of  recharging  stations. 

MARKETING  ! 

PROBLEM:  Mainstream  consumers 
will  likely  shy  away  from  EVs  until 
they  have  a  track  record. 
SOLUTION:  Carmakers  will  initially  fo- 
cus on  fleet  buyers,  such  as  utilities,  so 
they  can  work  out  bugs  before  tackling 
the  tougher  consumer  market. 


gen  without  combustion,  flywheels, 
which  store  energy  in  the  rotation  of 
disks  that  spin  100,000  times  a  minute, 
and  capacitors,  charge-storing  devices 
bulked  up  through  Star  Wars  research. 

While  such  work  goes  on,  EVs  have 
attracted  important  believers.  The  De- 
fense Dept.  is  spending  $66  million  this 
year  to  research  battlefield  vehicles  that 
would  emit  no  telltale  noise  or  heat.  En- 
trepreneurs are  pouring  sweat  and  cash 
into  startups  for  EVs  or— in  the  case  of 
Compaq  Computer  Chairman  Benjamin 
M.  Rosen— hybrid  vehicles  that  use  fossil 
fuels  as  well  as  batteries. 

Down  deep,  these  entrepreneurs  may 
hope  to  steal  a  march  on  Detroit  while  it 
grumbles  over  regulation.  To  start, 
though,  their  strategy  is  to  cooperate 
with  General  Motors,  Ford,  and 
Chrysler— possibly  by  selling  compo- 
nents, just  as  Microsoft  started  out  do- 
ing for  IBM's  PCs.  "This  is  the  computer 
industry  all  over  again,"  declares  Ted 
Morgan,  president  of  U.  S.  Electricar 
Inc.  in  Sebastopol,  Calif. 
YELLOW  HAZE.  As  I  prepared  to  leave 
Los  Angeles  that  Saturday,  it  was  easy 
to  see  why  California  regulators  yearn 
for  EVs.  A  yellowish  pall  of  pollution 
shrouded  the  San  Gabriel  Mountains 
north  of  town.  More  than  half  the  state's 
30  million  people  live  in  areas  where 
smog  regularly  reaches  unhealthy  lev- 
els—and cars  cause  half  of  it.  For  30 
years,  the  state  has  squeezed  tailpipe 
emissions— new  cars  spew  97%  less  pol- 
lutants than  old  ones.  But  those  gains 
are  wiped  out  as  driving  increases.  Cal- 
ifornians  drove  260  billion  miles  last 
year,  nearly  triple  the  number  two 
decades  ago. 

As  critics  note,  California  regulators 
can  still  do  more  to  encourage  mass 
transit,  retire  unclean  cars,  and  promote 
vehicles  that  run  on  cleaner  natural  gas. 
But  they  have  concluded  that  all  this 
won't  be  enough  and  that  zero  emis- 
sions is  the  answer.  The  rules,  which 
will  be  reviewed  again  in  1996,  call  for 
electrics'  share  of  car  sales  to  reach  5% 
by  2001  and  10%  by  2003. 

Once,  Detroit  saw  a  future  for  electric 
cars,  too.  In  the  1980s,  General  Motors 
Corp.  built  a  solar-powered  vehicle  called 
Sunraycer  that  dashed  across  Australia's 
Outback  in  record  time.  That  embold- 
ened GM  engineers  to  build  the  Impact,  a 
battery-powered  two-seater  that  did  zero 
to  60  in  8  seconds.  GM  execs  probably 
rue  the  day  in  1990  they  announced 
plans  to  produce  the  Impact.  EVs  gained 
instant  credibility— as  did  the  zero-emis- 
sion standard  in  the  works  at  the  Cali- 
fornia Air  Resources  Board.  Soon, 
though,  GM  marketers  concluded  that 
the  Impact  wouldn't  sell:  It  was  too 
small,  cost  too  much,  and  didn't  go  far 
enough  on  a  charge— around  80  miles, 
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ON  THE  ROAD 

AN  ELECTRIC  AUTO'S 
ACID  TEST 
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JUICE  BREAK:  KILLING 
TIME  WHILE  CHARGING 
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vs.  300  to  400  a  tank  for  a  typical  sedan. 

What  really  alarmed  the  Big  Three 
was  a  report  by  Sierra  Research  Inc.,  a 
consulting  firm  they  hired.  It  concluded 
that  in  the  first  years  of  production,  EVs 
could  cost  $21,000  more  to  make  than 
gasoline  vehicles.  But  that  was  for  vehi- 
cles that  were  new  from  the  ground  up. 
Conversions  cost  only  about  $5,000  more, 
Sierra  reported.  And  the  premium  falls 
quickly  with  economies  of  scale: 
Chrysler  estimates  that  in  volumes  of 
300,000,  it  could  make  EVs,  minus  bat- 
teries, as  cheaply  as  gasoline  vehicles. 

To  keep  costs  down,  the  Big  Three 
will  slide  by  at  first  with  ev  versions  of 
existing  models.  GM  is  eyeing  an  electri- 
fied Geo  Prizm  compact.  Chrysler  re- 
cently abandoned  work  on  its  Destiny 
prototype  and  plans  to  make  gasoline, 
electric,  and  natural-gas  versions  of  its 
next  minivan.  As  for  Ford  Motor  Co., 
the  sleek  Ecostar  that  I  drove  is  a  no- 
go.  Ford  won't  say,  but  look  instead  for 
an  electric  version  of  the  Taurus  or 
some  other  popular  model. 

Foreign  carmakers  are  thinking  in 
the  same  vein.  Honda  Motor  Co.  will 
convert  Civics. 


Toyota  Motor 
Corp.  and  Nissan 
Motor  Co.  are 
mum  on  their 
plans.  In  Europe, 
BMW  and  Mer- 
cedes-Benz have 
unveiled  proto- 
types of  extra- 
small  "city  cars" 
in  gasoline  and 
electric  versions, 
like  the  Swatch- 
mobile,   due  in 


POWER 
ELECTRONICS 
General  Electric- 
built  electronic  brain 
changes  battery's 
DC  current  to  three- 
phase  AC  current 
and  parcels  it  out  to 
the  drive  motor. 
Also  controls  regen- 
erative braking  and 
runs  battery  heat- 
ing/cooling system. 


1997  from  Mer- 
cedes and  Swatch  maker  Nicolas  Hayek. 
France's  PSA  will  make  10,000  electric 
Peugeots  and  Citroens  next  year.  Car- 
makers with  fewer  than  35,000  annual 
sales  in  California  will  get  an  advantage: 
They  have  until  2003  to  sell  EVs.  That 
gives  companies  like  Mercedes,  Hyundai, 
and  Fuji  Heavy  Industries,  which  makes 
Subarus,  more  time  to  refine  products 
and  gauge  what  consumers  want. 
hot  AIR.  I  couldn't  help  feeling  as  I 
wheeled  out  of  Los  Angeles  toward  San- 
ta Barbara  on  Highway  101  that  EVs 
would  go  a  lot  farther  if  they  could  har- 
ness the  hot  air  expended  in  the  debate 
over  them.  Regulators  say  Detroit  is 
balking  needlessly,  as  it  did  with  air 
bags,  mileage  standards,  and  catalytic 
converters.  Carmakers  say  they're  being 
forced  to  make  lemons  that  they'll  prac- 
tically have  to  give  away— and  lose  mon- 
ey on.  Alternatively,  they  could  buy 
credits  earned  by  startup  companies  that 


sell  EVs— or  even  swallow  hard  and  ay 
a  fine  of  $5,000  for  every  vehicle  tjfey 
fall  short  of  their  quota. 

Detroit's  fears  notwithstanding,  (tli 
fomia  officials  have  every  reason  to  hep 
the  pressure  on.  If  EVs  flop,  the  sm' 
might  have  to  meet  federal  air-quaw; 
standards  through  draconian  restrict^, 
on  factory  emissions,  which  could  clec 
manufacturers  from  cities,  where  ;(»s 
are  desperately  needed.  "We've  g(|  a 
tremendous  amount  on  the  line,"  ^ys 
California  Environmental  Protecten 
Agency  Secretary  James  M.  Strockl 

So  does  the  rest  of  the  world,  wfch 
has  been  following  California's  leaop; 

INTERIOR  GAUGES  AND  CONTljlS 
"State  of  charge"  gauge  tells  you  |w 
much  juice  is  left.  "Miles  to  discharjri 
meter  tells  you  how  far  to  empty,  j! 


MOTOR 

General  Electric-built  75-  horsepovA 
induction  motor  drives  front  wheels! 
efficiently  at  all  speeds,  so  there's  rj 
for  a  transmission. 

auto  emissions  since  the  1960s.  Eastfi 
states  won't  benefit  nearly  as  much  m 
cause  more  of  their  electricity  is  gi 
erated  by  coal-burning  plants,  vs.  ■ 
West's  cleaner  natural-gas  generate* 
But  they're  pushing  electrics  anywB 
because  smokestack  emissions  from  gjf 
erating  stations  are  easier  than  tailpi 
to  cap.  Abroad,  evs  may  be  ideal  i 
places  such  as  Japan  and  France,  whi 
more  power  comes  from  clean-runni 
nuclear  plants  and  gasoline  is  costly.l 
As  I  left  slumbering  Santa  Barbl 
early  on  Sunday,  I  noted  that  1 
Ecostar  is  eerily  silent  in  town.  On  Hii 
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I  jy  101,  though,  at  65  mph,  the  thrum 
tires  on  pavement  grew  louder.  Two 
sh  gauges  let  me  know  I  was  going 
sctric.  One  read  "state  of  charge"  and 
owed  how  much  juice  was  left  in  the 
:ostar's  780  pounds  of  batteries.  And  a 
il  marked  "miles  to  discharge"  pointed 
st  above  "90."  Soon,  I  would  need  an- 
her  220-volt  outlet. 

.D  reliables.  To  make  EVs  more  sal- 
le,  carmakers  are  frantically  trying  to 
tend  their  range.  Companies  in  the 
S.,  Japan,  and  Europe  have  formed 
parate  battery-research  consortia  that 
aether  are  spending  hundreds  of  mil- 
ns  of  dollars.  Although  there  are  sev- 
al  promising  solutions,  it  isn't  clear 
w  many,  if  any,  will  be  ready  by  1998. 

i\  AR-POWERED  VENTILATION  FAN 

5  of  solar  cells  along  top  of  wind- 
's Id  powers  a  fan  that  expels  hot  air 
1  interior  when  parked,  reducing 
leed 


INSIDE  AN 
ELECTRIC 
VEHICLE 


does  emerge  in  time,  it  might  be  from 
Ovonic  Battery  Co.  in  Troy,  Mich.  GM 
is  helping  Ovonic  develop  manufacturing 
techniques  for  nickel  metal  hydride  bat- 
teries, such  as  those  in  laptop  comput- 
ers. Former  GM  Chairman  Robert  C. 
Stempel,  an  EV  supporter,  oversees  the 
effort.  In  March,  an  Ovonic  battery 
powered  a  Geo  Metro  nonstop  at  65 
mph  to  win  a  125-mile  EV  race.  Durabil- 
ity tests  are  just  starting,  and  price  re- 
mains a  hurdle,  concedes  Michael  A. 
Fetcenko,  Ovonic's  vice-president  for 
technology.  Still,  six  carmakers,  from 
Honda  to  the  Big  Three's  battery  con- 
sortium, have  inked  development  con- 
tracts, just  in  case  Ovonic  pulls  off  the 
unlikely. 

Mercedes  and  BMW,  meanwhile,  are 
backing  sodium  nickel  chloride.  It,  too, 
has  double  the  energy  of  lead-acid,  and 


cle.  I  pulled  out  my  charger  (normally  it 
would  be  on  a  wall  at  home),  plugged  in, 
and  hit  the  start  button. 

Presto.  Now  I  had  five  hours  to  kill. 

Until  recently,  engineers  despaired  of 
reducing  charge  times.  Cramming  cur- 
rent into  batteries  generated  destruc- 
tive heat.  But  that  was  before  pulse- 
charging,  which  can  cut  recharge  times 
by  90%  without  excess  heat.  In  March,  a 
Chevy  pickup  with  lead-acid  batteries 
set  a  24-hour  distance  record  of  831 
miles  with  a  charger  from  Electronic- 
Power  Technology  Inc.  in  Atlanta.  EPTl's 
device  alternates  between  charging,  dis- 
charging, and  rest— hundreds  of  times 
a  second.  Tests  by  the  Pentagon's  Ad- 
vanced Research  Projects  Agency  show 
it  can  charge  big  batteries  in  10  or  15 
minutes,  "to  the  amazement  of  battery 
chemistry    physicists,"    says  Major 


WHEELBASE 

102  INCHES 

MAXIMUM  SPEED 

70  MPH 

CURB  WEIGHT 

3,100  POUNDS 


FORD  ECOSTAR  STATS 

220-VOLT  RECHARGE  TIME 

6  TO  7  HOURS 

»  RANGE 

80  TO  1 00  MILES 


1 


TWO-YEAR  LEASE 

$100,000 

0-60  MPH 

16.5  SECONDS 

CARGO  CAPACITY 

800  POUNDS 


:NERATIVE  BRAKING 
ng  helps  recharge  the  batteries.  When  you 
2,  the  drive  motor  turns  into  a  generator  that 
ges  the  battery  pack.  When  generating,  the 
r  creates  drag  that  assists  the  regular  brakes 

For  now,  most  carmakers  plan  to 
ike  do  with  tried-and-true  lead-acid 
ttery  packs— giant  versions  of  what's 
der  hoods  today.  "It's  still  the 
'ongest  candidate,  no  matter  how  you 
t  it,"  says  Seiji  Tanaka,  Mazda  Motor 
<rp.'s  managing  director  for  research 
d  development.  Lead-acids  are  reliable 
d,  at  $1,500  to  $2,000  a  pack,  relative- 
cheap.  They'll  be  better  by  1998:  Elec- 
)source  Inc.  in  Austin,  Tex.,  is  starting 
ot  production  of  batteries  that  are 
ich  lighter  because  lead  is  coated  onto 
iven  glass  fibers  instead  of  cast. 
If  something  better  than  lead-acid 


BATTERY  PACK 
Sodium  sulfur  batteries  weigh 
780  pounds  and  operate  at 
650F.  (They  "freeze"  if  left 
unplugged  for  several  days.) 

in  one  Mercedes  test  went  nearly  30,000 
trouble-free  miles.  But  current  flows  out 
of  it  slowly— a  problem  for  hill-climbing 
and  acceleration.  Its  maker,  Daimler 
Benz  subsidiary  AEG  Corp.,  is  readying  a 
version  with  50%  more  peak  power, 
though  it's  at  least  four  years  from 
production. 

time-saver.  As  I  rolled  into  the  Santa 
Maria  River  valley,  I  knew  I'd  need  juice 
soon.  I  pulled  into  the  Mullayhee  Ford 
dealership  south  of  San  Luis  Obispo  and 
asked  Sales  Manager  Dino  Grossi  for  a 
charge.  He  led  me  to  a  tin  building 
where  I  found  a  weathered  220  recepta- 


TIRES 

Tires  are  inflated  to 
65  psi,  about  double  the 
normal  pressure,  to  reduce 
rolling  resistance.  Ride  is 
modestly  harsher. 

Richard  Cope,  manager  of  arpa's  elec- 
tric-vehicle program. 

In  this  case,  good  things  come  in 
twos:  Besides  allowing  for  rapid  "refills," 
pulse-charging  could  triple  the  life  of 
batteries.  That  would  mean,  for  instance, 
that  lead-acid  batteries  could  last  45,000 
miles  or  more,  lowering  overall  operat- 
ing costs  closer  to  that  of  gasoline  at 
$1  a  gallon. 

Batteries  aside,  the  electronics  in  EVs 
will  get  better— and  cheaper— at  expo- 
nential rates.  For  instance,  an  AC  drive 
motor  that  now  costs  $4,000  might  be 
$500  in  production  runs  of  5,000  to 
10,000,  says  Daniel  D.  Rivers,  manager 
of  light-duty  electric  vehicles  for  Hughes 
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Reams  of  raw  customer  data.  Just  waiting  fory 

As  NCR,  we  pioneered  customer  information  gathering  over 
100  years  ago.  Today  we  capture  data  at  virtually  every  point 
of  customer  contact.  Our  ATMs  alone  process  billions  of 
transactions  each  year. 


move 

A  ny  quantity  of  infornuition  to  anyone,  any  tin 

And  who  could  move  it  better  than  AT&T? 

We  can  communicate  any  quantity  of  customer  information  in 

any  form:  voice  data,  image,  or  video. 


Slice  and  dice  customer  information  a  thousat 

Our  scalable  processing  capabilities  give  you  as  many 
powerful  ways  to  use  customer  information  as  there  are 
situations  in  which  to  use  it.  In  fact,  were  the  world  leader 


in  commercial  massively 
parallel  processing. 


'    l'J'M  MM  (.1.  .lul  Inlorm.Mion  Solution-, 


When  it  comes  to  customer  information, 
only  one  company  does  it  all. 


Now  that  NCR  and  AT&T  are  one,  computing 
and  communications  have  come  together  to  help  you 
get,  move,  and  use  information. 
Call  1  800  579-5714 for  a  free  brochure. 


AT&T 

Global  Information 
Solutions 


Electronics  Corp.  Same  goes  for  the 
heavy-duty  bipolar  transistors  that  turn 
direct  battery  current  into  alternating 
current  to  drive  the  motor.  They  cost  up 
to  $325  apiece,  and  a  car  needs  six.  But 
as  engineers  refine  them,  the  price 
should  drop  below  $100,  says  Rivers. 

Sunday  afternoon,  I  whirred  as  far 
as  Cambria,  a  hamlet  near  the  William 
Randolph  Hearst  castle  at  San  Simeon. 


There  I  found  Ben  Boer,  an  EV  enthusi- 
ast. He  has  a  220-volt  outlet  in  his  drive- 
way, hidden  under  a  fake  water  spigot, 
where  I  charged  for  the  night.  Boer 
dreams  of  launching  the  Cambria  Elec- 
tric Car  Co.  to  convert  gas-burners  to 
electric. 

Boer  belongs  to  a  growing  contingent 
of  EV  entrepreneurs.  Companies  such  as 
U.  S.  Electricar  and  Solectria  Corp.  in 


Arlington,  Mass.,  are  tapping  into  he 
rising  demand  for  evs  from  electric  ial- 
ities.  They're  a  diverse  bunch,  ranjng 
from  buttoned-down  venture  capita  tts 
to  tinkerers  with  permadirt  under  t'eir 
nails.  Their  companies  primarily  consrt 
new  gasoline  models,  such  as  GM's  m 
pickup,  to  electric. 

For  the  next  few  years,  the  little  gjys 
could  actually  help  Detroit.  That'sH 


WHERE'S  THE  JUICE? 


I 


n  the  1970s,  James  McBreen 
thought  battery-powered  cars  were 
around  the  corner.  He  was  at  Gen- 
eral Motors  Corp.,  searching  for  a  pow- 
erful, cheap,  safe,  and  long-lived  bat- 
tery. He's  still  searching.  "I  think  the 
problems  will  be  solved,  eventually," 
says  McBreen,  now  at  Brookhaven  Na- 
tional Laboratory.  "But  when  you  take 
into  account  everything— including  eco- 
nomics—we really  don't  have  that 
much  yet." 

So  why  hasn't  the  na- 
tion that  tamed  the  atom 
been  able  to  build  a 
good  electric-car  battery? 
Mainly  because  the 
underlying  science  is 
fiendishly  tricky.  Batter- 
ies harness  chemical  re- 
actions that  produce  elec- 
trons. In  a  standard 
lead-acid  battery,  for  in- 
stance, drawing  out 
electrical  current  trans- 
forms lead  into  lead  sul- 
fate. During  recharging, 
electrons  react  with  the 
lead  sulfate  to  re-form 
lead.  Today,  researchers 
are  pinning  their  hopes 
on  more  exotic  reactions: 
In  nickel-metal-hydride 
batteries,  such  as  those 
being  developed  by  Ovon- 
ic  Battery  Co.  in  Troy, 
Mich.,  hydrogen  reacts 
with  oxygen  to  form  wa- 
ter and  electricity. 
climbing  the  vine.  Trouble  is,  perfor- 
mance worsens  as  the  metals  and 
chemicals  deteriorate.  And  there's  no 
ideal  battery  chemistry.  One  that  re- 
leases electrons  fast— great  for  acceler- 
ation—usually isn't  good  at  storing  lots 
of  energy  for  long  range.  Beyond  tha  I . 
the  energy  in  batteries  is  limited  to 
roughly  5%  of  that  in  the  same  weight 
of  gasoline,  says  Robert  Hamlen,  di- 
rector of  the  power  sources  division 
at  the  Army  Research  Laboratory  in 


Fort  Monmouth,  N.  J.  Even  the  best 
batteries  would  be  seriously  depleted 
climbing  one  infamous  hill— dubbed  the 
Grapevine— on  Interstate  5  leading  out 
of  Los  Angeles. 

Within  these  limitations,  progress  is 
being  made.  Recent  tests  show  that 
such  batteries  as  the  zinc-air  system 
from  Electric  Fuel  in  Israel,  Ovonic's 
nickel  metal  hydride,  Asea  Brown 
Boveri's  sodium-sulfur,  AEG's  sodium 


A  GOOD  BATTERY  IS  HARD  TO  FIND 

An  electnc<ar  battery  needs  plenty  of  energy  for  long  range  and 
power  for  climbing  hills  and  accelerating.  It  a/so  must  be  cheap, 
long-lived,  and  safe.  So  far,  no  battery  has  it  all: 


rattfpy              ENERGY  POWER 
DAI  ckt           WATT-HOURS  PER  KILOGRAM       WATTS  PER  KILOGRAM 

COST 

DOLLARS  PER  KILOWATT-HOUR 

LEAD-ACID                33-50  65-300 
Cheap  but  limited  energy;  heavy;  lead  is  toxic. 

$70-$200 

NICKEL  METAL            55-70  150-200 
HYDRIDE 

Good  performance,  but  costly  materials  and  manufactu 

$230-$l,000 

ring. 

LITHIUM  POLYMER         150  100 

Manufacturing  may  be  costly.  Lingering  safety  fears 

$50-$500 

SODIUM  SULFUR         80-140  90-175 
Costly;  possibly  dangerous  materials;  high  temperature 

$200$  1,200 

ZINC-AIR               185-200         60-225  $100 

Excellent  performance,  but  need  to  replace  part  of  battery  to  refuel. 

ZINC  BROMINE  75-80  35-60  $150-$300 

Requires  pumps  and  hazardous  bromine;  performance  is  good. 

DATA:  BUSINESS  WEEK 


nickel  chloride,  and  Hydro-Quebec's 
lithium  polymer  can  offer  triple  the 
performance  of  lead-acid  batteries.  And 
many  experts  are  excited  by  the  idea 
of  coupling  batteries  with  flywheels  or 
capacitors,  which  can  deliver  surges  of 
power— just  the  ticket  for  jackrabbit 
starts.  "With  the  right  combination,  a 
lot  of  us  are  beginning  to  feel  a  car  is 
ioable,"  says  Energy  Dept.  battery  ex- 
p  art  Edward  Dowgiallo. 

Doable,   perhaps,   but  practical? 


"None  of  the  batteries  running  in  cfs 
today  have  a  plan  to  make  them 
fordable,"  says  John  Williams,  chi 
man  of  the  U.  S.  Advanced  Batte 
Consortium  (USABC),  which  is  func 
by  the  Big  Three  carmakers  and 
federal  government.  The  difficulty 
scaling  up  individual  cells  to  big  batt 
ies— and  making  them  on  producti 
lines— explains  why  so  many  "bre; 
throughs"  have  fizzled. 

NO  tears.  That,  and 
fact  that  the  U.S. 
skimped  on  research  ur 
lately.  "We  haven't  ma 
the  investment,  so 
shouldn't  be  crying  ab( 
the  results,"  says  Elt 
J.  Cairns,  director  of 
Energy  &  Environme 
Div.  at  the  Ener 
Dept.'s  Lawrence  Berl 
ley  Laboratory.  Ev 
now,  with  USABC  spei 
ing  $260  million  over  fc 
years,  adds  one  govei 
ment  scientist,  "we 
just  playing  around, 
we  really  wanted  an  el 
trie-car  business,  we  ne 
to  spend  a  billion  dolk 
per  year." 

Europe    and  Jap 
have  worked  harder.  Jj 
anese  companies  have  <I 
veloped  lithium  and  ni<l 
el-metal-hydride  batter! 
for  camcorders,  compij 
ers,  and  other  consuml 
products,  and  they're  trying  to  sal 
them  up  for  electric  cars.  "Japan  n(| 
has  a  big  lead  on  us,"  says  Brian  B; 
nett,  director  of  battery  industris 
studies  at  Arthur  D.  Little  Inc.  S 
ence  may  produce  an  adequate  car  b 
tery.  But  it  may  not  be  American, 
won't  be  cheap.  And  it  sure  woil 
match  the  performance  of  a  V-8. 

By  John  Carey  in  Washington,  w 
David  Woodruff  in  Detroit  and  Pel 
Coy  in  New  York 
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lse  the  California  rules  will  allow  big 
■makers  to  meet  the  EV  standard  by 
ying  EV  credits  earned  by  the  small 
:nut'aeturers.  And  whatever  else  they 
itribute,  upstart  companies  are  spawn- 
;  some  of  the  industry's  most  innova- 
e  ideas.  Bob  Beaumont,  who  started 
naissance  Cars  in  Palm  Bay,  Fla.,  in 
)1,  has  taken  a  minimalist  approach 
keep  costs  down.  His  $11,000  Tropica, 
open-air,  two-seat  convertible,  uses 
d-acid  batteries  from  electric  fork- 
s.  "The  market  is  eagerly  awaiting  a 
Ically  priced  car,"  he  says. 
3n  the  other  end  of  the  technology 
;ctrum  is  Alan  Cocconi,  a  California 
;titute  of  Technology  graduate  and 
nder  of  AC  Propulsion  Inc.  in  San  Di- 
s,  Calif.,  which  designs  high-perfor- 
nce  AC  drivetrains.  They  produce  Wis- 
ing, sports-car-like  performance. 
:coni's  own  car  is  a  battery-powered 
nda  CRX  that  has  a  generator-toting 
iler  for  long  trips.  Last  year,  he  drove 
i  Honda  to  Yosemite  National  Park 
vacation. 

Jnburdened  by  traditional  notions  of 
at  cars  are  for,  some  companies  en- 
ion  tiny  EVs  for  a  new  niche.  Such 
ighborhood  cars"  as  the  El-Jet  from 
nmark's  Kewet  might  replace  second 
s  used  to  fetch  groceries  or  drive  to 
•  train  station.  Pacific  Gas  &  Electric 

may  create  semipublic  fleets  of  small 
s  that  could  be  rented  at  Bay  Area 
pid  Transit  train  stations.  To  make 
■rocars  safe,  Switzerland's  Horlacher 
Ids  its  9-foot-long  Consequento  pro- 
ype  of  extremely  rigid  composite  ma- 
ials.  Thanks  in  part  to  protection  of 
air  bag,  the  crash-dummy  occupants 
a  forerunner  prototype  were  nearly 
scathed  last  year  in  a  head-on,  30- 
h  test  crash  with  an  Audi  sedan. 
arding  THE  egg.  I  left  Boer's  house 
nday  at  8  a.m.,  winding  along  the 
;ged  Pacific  Coast  Highway.  At  about 
30,  I  plugged  in  at 
epair  shop  in  Big 
\  I  killed  time 
h  a  four-hour  hike 
Los  Padres  Na- 
lal  Forest,  then 
ided  for  the  home 
Mike  Brown  and 
iri  Prange  in  Bon- 

Doon,  north  of 
ita  Cruz.  Brown 
:  converted  Volks- 
gen   Rabbits  to 


60  miles  north  of  San  Francisco.  So  I 
drove  gingerly,  pretending  I  held  an  egg 
between  my  foot  and  the  "gas"  pedal.  I 
got  to  downtown  San  Francisco  with 
two  miles  to  empty,  dashed  to  a  Hertz 
Corp.  office,  rented  a  gas-burner,  and 
steered  into  the  teeth  of  rush  hour. 

Relishing  a  sudden  sense  of  power 
and  freedom,  I  realized  how  hard  it  will 
be  for  carmakers  to  attract  EV  buyers. 
Indeed,  EV  opponent  David  E.  Cole,  di- 
rector of  the  Office  for  the  Study  of  Au- 


a  flywheel  for  a  Chrysler  car  that  may 
compete  in  the  24-hour  race  at  Le  Mans 
in  1995.  Meanwhile,  supercapacitors  that 
could  store  big  doses  of  electricity,  then 
release  the  juice  for  quick  acceleration  or 
hill-climbing,  are  being  pursued  by  sev- 
eral companies. 

flashing  wrench.  Fuel  cells  may  not 
meet  California's  "zero"  standard  because 
they  emit  trace  air  pollutants.  But 
they're  far  cleaner  than  gas-powered  en- 
gines because  they  derive  electricity  di- 


INNOVATOR:  U.S.  Electricar's  Morgan  is  angling  to  get  engineless  vehicles  from  GM 


CON 

At  some 
point,  there 
will  be  hell 
to  pay  99 

David  Cole, 
V.  of  Michigan 

;  for  nearly  20  years.  We  hooked  up 
Ecostar's  charger.  After  dinner,  they 
pped  me  at  a  bed-and-breakfast. 
*Jext  morning,  I  got  the  bad  news: 
3  charger  had  popped  a  circuit-break- 
Mike  hooked  up  the  car's  emergency 
-volt  charger  when  he  got  up  at  6, 
the  car  was  only  half-charged.  I  had 
p.m.  appointment  at  U.  S.  Electricar, 


tomotive  Transportation  at  the  Univer- 
sity of  Michigan,  argues  that  carmakers 
will  have  to  price  them  way  below  cost. 
Then,  he  says,  they'll  have  to  raise 
prices  on  gasoline  vehicles  to  make  up 
the  loss.  Not  a  very  efficient  way  to 
clean  the  air,  Cole  argues.  "When  people 
become  aware  of  the  hoax  that's  been 
perpetrated,  they  will  become  unglued," 
he  predicts.  "At 
some  point,  there 
will  be  hell  to  pay." 
Meanwhile,  EV  sup- 
porters worry  that 
carmakers  could 
turn  consumers  off 
if  they  cut  corners 
with  underpowered 
conversion  vehicles. 
Moans  Cocconi,  the 
head  of  AC  Propul- 
sion: "It'll  sour  the 
whole  electric-vehicle  effort." 

If  EVs  can  weather  their  early  strug- 
gles, however,  they  might  quickly  get  a 
second  wind.  Flywheel  batteries,  for  in- 
stance, store  energy  kinetically  rather 
than  chemically.  The  wheels  are  made  of 
special  composites  so  they  don't  fly  to 
pieces.  One  company,  Satcon  Technology 
Corp.  in  Cambridge,  Mass.,  is  developing 


rectly  from  hydrogen  and  oxygen,  with- 
out combustion.  The  main  byproducts 
are  carbon  dioxide  and  drinkable  water. 
Mercedes-Benz  has  driven  an  experi- 
mental fuel-cell  vehicle  thousands  of 
miles.  And  CM  scientists  are  working  on 
a  federal  project  to  build  a  prototype 
fuel-cell  vehicle  by  1997  that  runs  on 
methanol.  Still,  fuel  cells  are  costly,  what 
with  their  platinum  catalysts  and  de- 
vices to  extract  hydrogen  from  fossil 
fuels.  GM  and  Mercedes  believe  fuel-cell 
cars  are  at  least  10  years  down  the  road. 

Some  investors— Ben  Rosen  among 
them— are  betting  on  hybrids,  which  run 
mainly  on  batteries  but  have  small  en- 
gines for  extra  power  and  range.  Rosen 
and  his  brother  Harold  have  quietly 
formed  Rosen  Motors  Corp.  in  Los  An- 
geles. People  familiar  with  their  plans 
say  they're  designing  a  car  that  would 
generate  electricity  with  a  clean,  effi- 
cient turbine  running  at  a  constant 
speed.  Yet  hybrids  don't  meet  the  "zero" 
standard  and  are  bound  to  cost  more, 
since  they  have  two  power  sources. 

The  Ecostar  had  run  almost  flawless- 
ly. But  on  1-80  to  Sacramento  Wednes- 
day—the fifth  and  final  day  of  my  trip— 
I  had  an  unsettling  experience.  As  I 
bombed  along  at  70  mph  with  blues  gui- 
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Since  Lante  (  orporation  created  a  sales 

toolhox  using  Microsoft  Office  and 
Visual  Basil. ,  sales  have  increased  128\ 


Wonderware  Corp.  created  a  Microsoft 
\\  indows  -based  control  system  at  one-fourth 
the  cost  of  a  typical  configuration. 


Gateway  Group,  Inc.  helped  integrate 
Microsoft  SQL  Server  into  an  image-based  billing 
svstcm,  dramatically  improving  productivity. 


CHART  HOUSE 


.MIX  International,  Inc.  and  Stanford  Business 
Systems  joined  this  supermarket's  accounting 
and  point  of  sale  system  with  Microsoft  Access . 


Platinum  Software  and  Paradigm  Technologies 
implemented  a  Windows  NT  "-based 
client/server  architecture,  cutting  costs  65\ 


t  his  law  firm  now  spends  less  time  on  paperwork 
thanks  to  Quickstart  technologies'  use  of 
Microsoft  Office  and  the  \X  indows  \T  family 


OUR  EXPERTS  MAKE  IT  THEIR 
BUSINESS  TO  KNOW  YOURS. 


These  days,  businesses  are  in  a 
state  of  constant  technological 

transition,  \bure  upsizing, 
downsizing,  or  just  trying 


s 

Microsoft  . 
Windows  to  get  your  eclectic  col- 
lection of  hardware  and  software 
to  work  together. 

Enter  Microsoft  Solution 
Providers.  Independent  companies 
who,  working  with  Microsoft 
products  and  support,  are  dedicat- 
ed to  solving  business  problems. 

How?  Simply,  every  Microsoft 
Solution  Provider  (and  there  are 
thousands)  have  people  with  real- 
world  experience  in  integration, 
consulting,  development,  technical 
training,  and  support.  Talented 
teams  who  understand  that  a  health 
care  provider  has  different  busi- 
ness issues  than  a  bank. 

Many  have  Microsoft  Certified 
Professionals  on  staff.  People  who 
have  proven  their  technical  exper- 
tise by  passing  MlCrOSOft 
rig  »r<  >us  certifi-  lllillliH'liliMfiHI'iifiH 
cation  exams  on  Mcrosoft  products. 

Microsoft  Solution  Providers 
also  know  that  companies  are  work- 
ing in  mixed  computing  environ- 
ments. So  they  re  well  versed  in 
solving  multiplatform  problems. 
For  a  brochure  on  the  solutions 
represented  here,  or  for  a  referral 
to  a  Microsoft  Solution  Provider, 
call  (800)  SOL-PROV,  Dept.  J6S. 

Microsoft 


SOLUTION  PROVIDER 


over  Sto 


tarist  Robert  Cray  on  the  stereo,  the 
minivan  started  to  lurch  and  buck.  An 
orange  wrench  flashed  on  the  dash.  I 
pulled  off.  Could  I  have  fried  a  $290,000 
machine?  For  two  minutes,  I  mulled  es- 
cape to  Mexico.  Then  I  tried  the  key 
again.  A  cooling  fan  whirred  to  life  and 
a  green  dash  light  appeared.  (Ford  says 
I  must  have  overheated  the  battery  or 
the  electronic  controller.)  I  eased  onto 


the  highway,  and  soon  the  state  capitol 
dome  appeared  ahead. 

From  my  electric  odyssey,  I  suspect 
EVs  will  make  it  somehow.  If  a  break- 
through occurs  in  batteries,  they'll  have 
a  good  shot  at  success.  If  not,  they'll 
probably  still  find  a  niche,  though  only 
with  more  generous  tax  breaks  and  oth- 
er subsidies,  as  well  as  privileges  such 
as  special  highway  lanes  and  parking 


spaces.  The  drive  to  build  a  worthy 
trie  vehicle  is  every  bit  as  challengiri 
the  Apollo  moon  shots— and  more  u: 
on  earth.  I'm  convinced  that  electric 
aren't  just  a  figment  of  an  environr 
talist's  imagination.  After  all,  I  di 
one  500  miles. 

By  David  Woodruff  in  Sacramento, 
Larry  Armstrong  in  Los  Angeles,  , 
Carey  in  Washington,  and  bureau  rep 


X 
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THE  NOT-SO-BIG  WHEELS  LEADING  THE  CHARGE 


E 


lectric  vehicles  cost  more  than 
gasoline  ones,  yet  their  perfor- 
1  mance  lags.  So  how  has  Ted  Mor- 
gan raised  $16  million  for  U.  S.  Electri- 
car  Inc.  since  he  became  president  of 
the  Sebastopol  (Calif.)  company  in 
1992?  And  why  is  Benjamin  M.  Ro- 
sen—one of  the  richest  of  venture  cap- 
italists—starting Rosen  Motors  Corp. 
to  make  hybrid  electric  vehicles? 

In  both  cases,  the  answer  is  the 
same:  Electric-vehicle  companies  are 
picking  their  targets  carefully.  Rather 
than  challenging  Detroit's  Big  Three,  a 
la  Preston  Tucker  with  his  Tucker  Tor- 
pedo, today's  EV  believers  are  cooper- 
ating with  Detroit— or  picking  opportu- 
nities the  big  guys 
ignore. 

Morgan  hopes  to 
cash  in  on  a  feature  of 
California's  1998  man- 
date that  permits  car- 
makers to  trade  EV 
credits.  He  wants  to 
get  engineless  vehicles 
—"gliders"— from  Gen- 
eral Motors  Corp.  in 
exchange  for  giving  GM 
the  EV  credits  he  earns 
with  each  sale.  A  for- 
mer office-supply  retail- 
er, Morgan  isn't  aiming 
at  consumers:  "That's 
the  market  the  Big 
Three  will  go  after."  He 
hopes  to  sell  converted 
vehicles  to  utilities. 
Later,  he  would  like  to 
build  vehicles  for  fleets 
such  as  the  U.  S.  Postal 
Service. 

symbiosis,  ev  veteran 
Bob  Beaumont  is  al- 
ready calculating  how 
much  the  Big  Three 
might  pay  for  EV  cred- 
its he  earns:  perhaps 
40%  of  the  $5,000  fine 
per  vehicle  they  must 
pay  for  falling  below 
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quota.  His  Renaissance  Cars  Inc.  in 
Palm  Bay,  Fla.,  will  sell  low-tech  cars 
with  decent  performance.  The  $11,000 
Tropica  two-seater  that  goes  on  sale 
this  summer  does  65  mph  and  has  a 
65-mile  range.  But  it  isn't  clear  how 
many  consumers  will  want  a  bare- 
bones  car  with  no  top— and  no  climate 
control. 

James  D.  Worden,  too,  hopes  for  a 
symbiotic  relationship  with  big  carmak- 
ers. Now  27,  he  founded  Solectria  Corp- 
in  1989  with  a  Massachusetts  Institute 
of  Technology  classmate,  Anita  V.  Ra- 
jan.  Besides  converting  gas  vehicles  to 
electric,  he  is  working  on  a  new  car 
called  Sunrise  that  he  hopes  will  push 


SOME  ELECTRIC-CAR  STARTUPS 


COMPANY/  FOUNDED         1993  1993  EMPLOYEES 

LOCATION  FOUNDED     REVENUE     EARNINGS  EMPLOYEES 


IN  MILLIONS 


IN  MILLIONS 


AC  PROPULSION  INC. 

San  Dimas,  Calif.  1991         $0.7  NA  6 

President  Alan  Cocconi  helped  design  GM's  Impact.  He  makes  electric  drive 
trains  and  modifies  gas  vehicles.  For  long  trips,  he  puts  a  generator  on  a  trailer. 

RENAISSANCE  CARS  INC. 

Palm  Bay,  Fla.  1989  -$0.54  26 

Builds  the  two-seater  Tropica.  This  is  President  Bob  Beaumont's  second  whirl  at 
electrics.  He  sold  2,253  38-mph  Citicars  from  1 974  to  1 976  before  folding 

ROSEN  MOTORS  CORP. 

Los  Angeles,  Calif.  1993  NA  NA  NA 

Funded  by  Ben  Rosen,  chairman  of  Compaq  Computer  Corp.  Plans  to  make  a 
lightweight  hybrid  EV  with  a  gas-turbine  engine. 

SOLECTRIA  CORP. 

Arlington,  Mass.  1986         $2.0  NA  25 

Converts  Geo  Metros  and  Chevy  S  1 0  pickups;  working  on  Sunrise,  a  ground- 
up  EV.  In  March,  President  James  D.  Worden  won  a  1  25-mile  EV  race. 

U.S.  ELECTRICAR  INC. 

Sebastopol,  Calif.  1976         $0.9         -$2.6  220 

Converts  Geo  Prizms  and  Chevy  S 1 0  pickups;  builds  electric  industrial  vehicles 
President  Ted  Morgan  has  raised  $  1 6  million  since  joining  in  1 992. 


UNIQUE  MOBILITY  INC. 

Golden,  Colo.  1967         $2.3         -$2.5  45 

Headed  by  Ray  A.  Geddes,  it  develops  gear  for  EVs;  has  contracts  with  BMW, 
Ford,  and  others. 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK 


the  limits  of  EV  efficiency.  He  thirf 
Solectria's  innovations  will  attract 
tention  from  Detroit.  "There's  a  go] 
chance  we  can  become  a  supplier  [ 
developer  of  parts  for  them,"  he  sai 
DANCES  WITH  GIANTS.  Rosen  isn't  si 
ing  exactly  how  Rosen  Motors— run 
his  brother,  satellite  designer  Hard 
A.  Rosen— will  find  customers.  Stj 
he  has  said  he  believes  that  carmakel 
devotion  to  the  internal  combustil 
engine  blinds  them  to  the  possibility 
of  EVs— leaving  an  opening  for  smj 
companies  to  create  a  new  industry) 
Investors  may  see  battery  develc 
ers  as  safer  bets.  In  February,  Israe 
Electric  Fuel  Ltd.,  which  makes  a  zii| 
air  battery,  raised 
million  in  a  U.  S.  pij 
lie  offering.  Or  taj 
Electronic  Power  Ted 
nology  Inc.,  an  Atlarj 
company  developi 
an  ultrafast  battel 
charger.    "We  hai 
been  approached 
many  firms  on  Wi 
Street,"  says  Preside] 
Karen  Robinson, 
date,  epti  has  shoo< 
them    away— and 
raised  $5  million 
private  stock  offering! 

Ultimately,  EPTI  ai 
the  other  startu] 
can't  help  encounte 
ing  the  automotive  b 
hemoths— for  better 
for  worse.  "Whe 
you're  dancing  with  £ 
ants,"  says  Dav: 
Brandmeyer,  a  U. 
Electricar  vice-pres 
dent,  "you  do  anythir 
wrong  and  they' 
crush  your  toes." 

By  David  Woodru 
in  Detroit,  with  Gom 
DeGeorge   in  Miarm 
and  Gregory  Sandlt'i 
in  Boston 
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SECURITY  FIRMS  i 


A  SLIDE  FROM  GRACE 
FOR  MAX  CHAPMAN? 


Nomura  renewed  his  contract  but  thwarted  his  broader  ambitions 


or  months,  Max  C.  Chapman  Jr. 
had  been  angling  for  a  promotion 
from  Nomura  Securities  Co.  The 
chief  executive  of  Nomura  Securities 
International  Inc.,  the  Japanese  broker- 
age giant's  U.  S.  subsidiary,  lobbied  re- 
lentlessly to  run  the  London  office  while 
keeping  his  New  York  job.  "At  some 
point,  Nomura  will  say  to  me,  'We  would 
like  you  to  do  something  more,'  or  else 
I'll  decide  to  do  something  else,"  Chap- 


be  hard  on  him  and  his  family,  he  said. 

Why  the  abrupt  about-face?  Chapman 
declined  BUSINESS  week's  request  for 
comment.  But  sources  close  to  Nomura 
say  problems  kept  the  two  sides  from 
cutting  the  deal.  Chapman  wouldn't  have 
been  senior  to  the  current  London  chief, 
Koichi  Kane,  which  may  have  been  unac- 
ceptable to  Chapman. 

Behind  this  development,  say  sources 
close  to  the  firm,  is  the  fact  that  Chap- 


HAS  CHAPMAN  BROUGHT  A  KIDDER-LIKE  CULTURE  TO  NSI? 


NOMURA  AND  CHAPMAN: 
POINTS  OF  CONTENTION 

►  Chapman's  abrasive  man- 
agement style  played  poorly 
with  Nomura  brass  in  Tokyo 

►  Chapman  asked  for  more 
compensation,  perks,  and  lat- 
itude to  conduct  outside  busi- 
ness ventures  than  Nomura 
was  comfortable  with 

►  Nomura  was  concerned 
about  the  excessively  broad 
authority  Chapman  was  giv- 
ing to  his  lieutenants,  which 
the  firm  felt  might  expose  it  to 
the  kind  of  trading  debacle 
that  battered  Kidder,  Peabody 
&  Co. 

►  Despite  a  strong  1993, 
Nomura's  U.S.  operations  lost 
money  during  April's  volatile 
markets 

DATA:  BUSINESSWEEK 


man  told  BUSINESS  WEEK  last  December. 

For  a  while,  it  seemed  as  though 
Chapman  had  prevailed.  On  May  10,  The 
Wall  Street  Journal  reported  he  would 
get  the  promotion.  But  then,  on  May  18, 
Chapman  announced  he  would  not  ac- 
cept Nomura's  "flattering  offer  to  be- 
come co-chairman  of  both  the  American 
and  European  operations  of  the  firm." 
The  time-consuming  London  job  would 


man's  Japanese  bosses  have  cooled  on 
him.  Nomura's  difficulties  with  Chap- 
man, say  these  sources,  range  from  his 
acerbic  manner  and  demands  for  higher 
compensation  to  his  loose  management 
style.  Chapman's  bosses,  says  a  source 
outside  the  firm,  feel  "the  way  he  runs 
the  place  reflects  the  Kidder  culture." 
Kidder,  Peabody  &  Co.  has  come  under 
fire  because  of  huge  losses  stemming 


from  allegedly  bogus  trading  by  orm 
the  stars  of  its  bond  business.  Charia: 
spent  most  of  his  career  at  Kiddeife- 
fore  joining  Nomura.  Headquarters  (le- 
utives  have  even  assigned  a  New  «k 
staffer  to  fax  news  stories  on  the  £»- 
dal  at  Kidder  to  Tokyo,  says  one  soma 
Further,  the  New  York  Stock  Ik- 
change  is  investigating  a  book-  andBj 
ordkeeping  violation,  and  Nomura  tea 
retained  Gary  Lynch  of  Davis  Polls 
Wardwell  to  handle  the  matter,  conffc 
Davis  Polk.  Junichi  Ujiie,  co-chairjfen 
of  NSI,  says  "Nomura  Tokyo  senior 
agement  is  proud  of  [ Chapman ]'s 
agement"  and  that  he  has  "significa1 
enhanced  our  compliance  program.' 
on  hold.  Nomura  was  scheduled  t 
nounce  on  May  19  that  Chapman  agi|d 
to  a  three-year  extension  of  his  cur: 
contract,  which  was  to  have  expire 
September.  Still,  it's  clear  his  bro; 
ambitions  have  been  put  on  hold. 

No  one  questions  Chapman's  achi<l 
ment  in  transforming  NSI  from  an  a 
ran  to  a  major  Wall  Sti 
player.  But  despite  the  ( 
tract  renewal,  there's 
love  lost  between  Chapi 
and  his  bosses  these  d£ 
In  the  past,  he  has  acknc 
edged  friction  with  th 
Abrasive  and  known  for 
ing  brutally  direct,  Chapr 
made  several  enemies  in 
kyo— t  hough  he  retained 
support  of  Hideo  Sakam* 
Nomura's  CEO.  Compensat 
has  been  another  difficult 
sue.  The  Japanese  felt 
compensation  demands 
the  London  job  were 
high.  In  addition  to  a  lai 
pay  package,  perhaps 
high  as  $50  million  o\ 
three  years,  he  asked  I 
mura  to  pay  for  a  Lone 
house  and  for  transatlar 
travel  in  his  private  j 
sources  say.  Ujiie  says 
compensation  offer  was  "f; 
and  that  the  $50  million 
ure  is  "totally  inaccurate, 
A  tough  April  also  hi 
Chapman.  NSI  lost  mon 
when  client  Askin  Capi 
Management  collapsed  and  is  now  a  k 
creditor  along  with  Kidder.  Nomura 
also  seeking  to  recover  $7.5  million  i 
legedly  lost  in  the  bankruptcy  of  HYM  1 
nancial  Inc.,  a  Clifton  (N.J.)  firm,  sa. 
Newark's  Star-Ledger. 

But  most  of  the  Japanese  criticis 
stems  from  Chapman's  actions  as  a  ma 
ager.  While  CEO  of  Nomura,  he  owned 
company  called  Moran  Group  that  ma 
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•d  money  for  Wolfgang  Flottl,  a  secre- 
3  financier  at  the  center  of  an  Aus- 
m  banking  controversy.  Moran  has 
ces  in  the  same  building  as  Nomura 
I  has  traded  with  Nomura  (BW— Dec. 
1993).  Ujiie  says  Nomura  approved 
fjj  ipman's  outside  business  activities, 
j  further,  Chapman's  top  lieutenant, 
J  :hael  A.  Berman,  who  runs  the  firm's 
i  i  important  fixed-income  department, 
>s  in  Vail,  Colo.,  with  his  family  and 
y  spends  half  of  his  time  in  New 


York,  according  to  informed  sources. 

Berman  insists:  "I  spend  a  lot  more 
than  half  my  business  time  [in  New 
York]."  He  says  he  spends  weekends  in 
Vail  and  only  at  times  works  out  of  his 
home.  "I  have  phones  and  computer 
screens  set  up  there.  I  view  it  as  a  full- 
time  job,"  he  adds.  Ujiie  says  Berman 
has  been  sharing  authority  over  the  de- 
partment with  Lawrence  J.  Pomerantz. 

While  some  experts  say  that,  for 
someone  in  Berman's  position,  being 


physically  present  isn't  always  neces- 
sary, others  disagree.  "It's  difficult  to 
understand  how  you  can  fulfill  your  duty 
of  reasonable  supervision  from  a  dis- 
tance," says  John  C.  Coffee,  a  Columbia 
University  law  professor. 

The  issue  of  Chapman's  supervision 
of  NSI  seemed  to  have  been  settled  by 
the  contract  extension.  But  whether  he 
and  his  bosses  can  settle  their  differ- 
ences remains  to  be  seen. 

By  Leali  Nathans  Spiro  in  New  York 


KING  I 


HE  JAPANESE  BANK 

HAT  KNOWS  HOW  TO  HUSTLE 


i  nwa  could  be  a  model  for  its  more  genteel — but  troubled — rivals 


ft  ddressing  some  400  Sanwa  Bank 
m  Ltd.  branch  managers  at  their  an 
HMnual  Tokyo  get-together  recent- 
I  President  Hiroshi  Watanabe  waxed 
timental  about  director  Steven  Spiel- 
I  g's  finally  winning  multiple  Oscars  for 
I  lindler's  List  after  years  of  trying, 
m've  got  to  have  a  dream,"  he  said. 
I  tVatanabe  certainly  has  a  dream— and 
3  seeing  it  come  true.  With  Japanese 
iks  weathering  their 
j  rst  lending  crisis  since 
rid  War  II,  Watanabe 
mshing  Sanwa— whose 
|  !0  billion  in  assets 
|  ke   it   the  world's 
rth-biggest  bank— to 
:ome  much  more  prof- 
ble.   He's   doing  it 
ough  cost-cutting,  glo- 
expansion,  and  reso- 
ion  of  problem  cred- 
.   The    strategy  is 
ring  off.  In  the  fiscal 
ir  ended  Mar.  31,  San- 
became  Japan's  third 
st  profitable  corpora- 
a,  behind  Toyota  Mo- 
•  Corp.  and  Nippon 
iegraph  &  Telephone 
rp.  Its  $780  million  in  earnings  ex- 
;ded  those  of  its  two  closest  competi- 
s,  Sumitomo  Bank  Ltd.  and  Bank  of 
kyo  Ltd.,  by  $100  million  apiece, 
no  interest.  It's  a  surprise  that  San- 
should  be  setting  the  pace.  Based 
t  in  Tokyo  but  in  scrappy  industrial 
aka,  Sanwa  has  never  looked  like  oth- 
Japanese  "city  banks,"  the  local  term 
'  money-center  lenders.  Unlike  the 
11-groomed  executives  of  the  aristo- 
itic  Industrial  Bank  of  Japan  Ltd., 
nwa  bankers  look  like  the  middle-man- 
ement  "salarymen"  they  serve,  right 
■wn  to  their  rumpled  blue  suits.  The 


downscale  attitude  extends  to  the  ex- 
ecutive suite,  where  oil  paintings  by  lo- 
cal Impressionists  take  the  place  of  the 
Monets  favored  by  other  bankers. 

Sanwa  bankers  function  with  a  no- 
frills,  in-the-trenches  approach  aimed  for 
the  most  part  at  midsize  Japanese  bor- 
rowers. This  effort  enabled  Sanwa  to 
increase  its  loans  5%  last  year  and  raise 
its  share  of  the  commercial-lending  mar- 


ket from  10%  to  12%.  Sanwa  bankers 
now  make  more  loans  per  employee— 
$22  million— than  any  other  bank  in 
Japan. 

To  be  sure,  Sanwa  has  plenty  of  trou- 
bled customers  and  is  nursing  some  of 
them  along.  For  instance,  it  has  cut  its 
interest  rate  to  zero  on  $2.5  billion  in 
credits  to  Nippon  Housing  Loan  Co.,  a 
big  finance  group.  The  interest  holiday 
will  last  10  years.  But  overall,  only  $8.8 
billion,  or  2.7%,  of  Sanwa's  loans  are 
now  classified  as  bad,  vs.  4%  for  Sakura 
Bank  Ltd.,  with  $515  billion  in  assets, 
and  3.5%  for  city  banks  on  average. 


Sanwa  also  is  making  a  splash  over- 
seas. Managing  the  effort  is  Minora  Eda, 
who  vows  that  "Sanwa  never  shrinks  in 
any  field."  Eda  earned  his  stripes  in  the 
U.  S.,  repairing  the  damage  from  the 
slew  of  bad  real  estate  and  leveraged - 
buyout  loans  Sanwa  had  made  in  the 
1980s.  Since  buying  a  small  primary  gov- 
ernment-securities dealer  in  1988  and 
renaming  it  Sanwa  Securities  (USA)  Co., 
Eda  has  signed  on  enough  U.S.  clients 
lately  to  boost  Sanwa's  share  of  the 
U.  S.  Treasury  bond  market  to  3%.  San- 
wa also  ranks  among  the  top  ten  dealers 
in  Eurodollar  futures  on  the  Chicago 
Mercantile  Exchange  and  has  amassed 
some  $85  billion  in  derivative  transac- 
tions since  its  New  York-based  swaps 
unit  started  trading  in  1992.  "We  don't 
perceive  Nomura  or  Mitsubishi  Bank  to 
be  our  competition,"  says  one  Sanwa 
banker.  "Our  competition 
is  Merrill  Lynch,  Dean 
Witter,  and  Goldman 
Sachs." 

trounced.  Eda  is  mov- 
ing forthrightly  into  Chi- 
na and  Southeast  Asia, 
too.  Masanori  Akiba, 
Sanwa's  head  of  Asian 
project  finance,  can 
barely  hide  his  glee  as 
he  describes  how  his 
team  snatched  a  $145 
million  Indonesian  deal 
away  from  Bank  of 
America  last  year.  How? 
Akiba  heard  that  P.T. 
Tirtamas  Majutama,  a 
Jakarta-based  petro- 
chemical maker,  had 
picked  Bof  A  to  lead  a  syndicate  to  make 
loans  for  a  $200  million  polypropylene 
plant.  Akiba  lined  up  guarantees  for  the 
plant's  output  from  a  corporate  rela- 
tive— Nissho  Iwai  Corp.,  a  trading  group 
4.9%  owned  by  Sanwa.  That  made  the  fi- 
nancing less  risky  than  BofA's  plan  and 
won  Sanwa  the  deal. 

Such  aggressive  salesmanship  is  going 
a  long  way  to  lead  Sanwa  back  to 
health.  Other  Japanese  lenders  may  dis- 
cover they  can't  afford  to  ignore  Sanwa's 
take-no-prisoners  approach. 

By  Larry  Holyoke  in  Tokyo,  with  Wil- 
liam Glasgall  in  New  York 
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MUNICIPAL  BONDS  I 


'NINETY-FIVE  PERCENT  OF  OUR 
PROFITS  ARE  LOCKED  IN' 


At  muni  bond  insurer  MBIA,  earnings  seem  to  be  on  autopilot 


■  t's  a  CEO's  dream,  an 

I  almost  perfect  money 
mm  machine.  The  business 
of  MBIA  Inc.,  the  nation's 
largest  insurer  of  munici- 
pal bonds,  doesn't  seem 
very  glamorous.  But  it 
has  been  producing  an  al- 
most relentless  flow  of 
profits.  Consider:  The 
muni  market,  the  last, 
best  tax  haven  for  the  in- 
dividual investor,  is  boom- 
ing, despite  brief  slumps, 
such  as  the  first  quarter 
of  1994,  when  issuance 
fell  26%.  The  market 
should  remain  healthy  in- 
definitely as  America  re- 
builds its  aging  infrastruc- 
ture. Bond  volume  has 
climbed  more  than  30%  in 
each  of  the  past  three 
years.  The  percentage  of 
insured  bonds  also  keeps 
rising  inexorably,  as  in- 
vestors forgo  the  small 
reduction  in  yield,  about  a 
quarter  of  a  point,  for 
added  security. 

Earnings  growth  also 
seems  inexorable,  owing 
in  part  to  the  unique  ac- 
counting of  bond  insurers, 
who  collect  their  premi- 
ums from  issuers  up  front 
but  realize  premium  income  over  the 
average  life  of  the  bond,  typically  12 
years.  Indeed,  mbia's  "storehouse"  of  fu- 
ture earnings  stood  at  $1.5  billion  at 
yearend.  Then  there's  MBIA's  $3  billion 
investment  portfolio,  most  of  it  in  AA- 
rated  or  better  government  paper  with 
an  average  yield  of  nearly  9%  last  year. 
According  to  David  H.  Elliott,  mbia's 
chairman  and  chief  executive,  "95%  of 
our  earnings  are  locked  in,  assuming  no 
material  losses."  That  seems  a  safe  as- 
sumption. Incredibly,  MBIA  has  suffered 
only  a  single  loss  in  its  20-year  history. 

As  a  result  of  all  this,  MBIA's  revenues 
have  grown  92%  since  1990,  to  $429  mil- 
lion, while  earnings  have  risen  from  $127 
million  to  $259  million.  Although  muni- 
bond  issuance  is  expected  to  slump  by  a 


MBIA'S  ELLIOTT:  TAPPING 
NEW  MARKETS  OVERSEAS 


third  in  1994  as  a  result 
of  a  decline  in  municipal 
refinancings,  Donaldson, 
Lufkin  &  Jenrette  Secur- 
ities Corp.  analyst  Joan 
Solotar  predicts  MBIA's 
earnings  will  increase  5%. 

With  profits  on  auto- 
pilot, Elliott  might  be  for- 
given if  he  spent  his 
days  watching  the  geese 
feed  on  the  well-tended 
grounds  of  MBIA's  Ar- 
monk  (N.Y.)  headquar- 
ters. But  instead,  he  has 
been  pursuing  an  aggres- 
sive and  quite  innovative 
diversification  that  plays 
upon  MBIA's  strengths  in 
underwriting,  investment 
research,  and  money 
management.  The  compa- 
ny now  manages  cash  for 
local  governments.  Assets 
under  management  have 
grown  from  $507  million 
to  $2  billion  since  1992. 
MBIA  also  is  becoming  a 
leader  in  providing  guar- 
antees to  financial  insti- 
tutions on  asset-backed 
deals. 

MBIA's  most  adventur- 
ous forays  are  overseas, 
where  it  is  offering  muni 
insurance,  a  market  that 
has  been  virtually  untapped,  and  han- 
dling complex  financial  deals.  In  early 
May,  MBIA  guaranteed  $1.5  billion  of  debt 
issued  in  the  recapitalization  of  troubled 
French  bank  Comptoir  des  Entrepren- 
eurs. It  was  Eu- 
rope's largest  asset- 
backed  deal. 

France  is  an  es- 
pecially attractive,  if 
unproven,  market 
for  MBIA.  Historical- 
ly, local  govern- 
ments borrowed  di- 
rectly from  govern- 
ment authorities. 
With  little  credit 
history,  the  cities 
would  not  be  able  to 


receive  investment-grade  debt  ratig! 
without  the  guarantee  that  MBIA 
ranee  offers.  All  told,  predicts  El 
these  diversifications  could  reach 
of  MBIA's  total  revenues  within  the 
few  years. 

Behind  MBIA's  hustle,  not  surpnsiijjfc 
is  some  stiff  competition  in  its  core  lp- 
ness  from  the  Financial  Guaranty  Irb 
ance  Corp.,  a  unit  of  General  ElectB 
Capital  Services  Co.,  and  from  Am 
Inc.  Worse,  muni  insurance  is  rapidljp 
coming  a  commodity  product.  Five  yft 
ago,  an  average  underwriting  might  m 
been  priced  at  50  basis  points— tham 
one-half  of  one  percent  of  the  total  ■ 
value.  Now,  prices  on  the  most  conrn 
tive  deals  range  around  20  basis  poifc 

mbia's  newer  businesses,  in  contifc 
have  higher  returns  on  equity,  in  m 
because  they  are  less  capital  inter* 
than  insurance.  The  company  is  char|| 
the  state  of  New  Hampshire  40  bp 
points  to  manage  $165  million  in  mncic! 
local  governments. 

overexposed?  Competitors  are  ablpfcc 
point  to  only  a  few  flaws  in  MBIA's  sift 
egy.  Despite  its  nearly  unblemished  m 
record,  rivals  claim  MBIA  is  overlyB 
gressive  in  underwriting  bonds  useip 
finance  hospitals— which  might  comet) 
der  fiscal  pressure  if  health-care  ref 
passes.  But  Elliott  defends  the  exposi 
by  saying  the  company  uses  stl 
underwriting  guidelines  and  is  wid| 
diversified  in  its  hospital  portfolio. 

If  there  is  anything  for  Elliott  to  \| 
ry  about,  it  might  be  the  recent 
performance  of  MBIA  stock.  Tradingp 
cently  in  the  55  range,  the  stock  is  c|i 
third  from  its  52-week  high  of  81.  M 
lysts  believe  the  stock  is  suffering  ffl 
fear  of  financial-services  stocks  in  a  I 
ing-interest-rate  environment. 

But  few  financial-services  compai 
can  expect  the  double-digit  earnings 
creases  that  industry  analysts  exj 
from  MBIA  over  the  next  few  ye, 
Eventually,  Wall  Street  will  have  to 
cord  the  MBIA  money  machine  gre; 
respect. 

By  Tim  Smart  in  Armonk,  N.Y., 
Charlie  Hoots  in  Paris 


A  MONEY  MACHINE 
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SHORE  BANKING  I 


ONFESSIONS  OF 
MONEY  LAUNDERER 


expert  tells  the  feds  how  easy  it  is  to  clean  up  with  dirty  cash 


MK  enneth  W.  Rijock  used  to  chuckle 

.  when  he  watched  Miami  Vice. 
W^The  drug  lords  and  gangsters  in 
inight  shoot-outs  didn't  match  the 
style  of  the  former  Miami  attorney 
tied  money  launderer.  Like  many  a 
oe-trotting  businessman,  Rijock  trav- 
el weekly  to  the  Caribbean,  with 
nthly  jaunts  to  London,  Paris,  and 
er  European  capitals.  "There  were 
h  stereotypes  and  gang- 
's, and  they  weren't  at  all 
histicated,"  he  says  of  the 
characters.  His  work  "was 
such  more  intellectual  form 
hat  program." 
Yom  1983  to  1987,  Rijock, 
i  47,  helped  launder  tens 
trillions  of  dollars  and  hide 
3ts  for  a  massive  marijua- 

and  cocaine-smuggling 
\.  A  federal  probe  of  the 
ration,  known  to  invest- 
ors as  the  "Tico  Rodri- 
z"  case,  after  one  of  tw*o 
thers  at  its  center,  led  to 
mictions  of  more  than  100 
viduals,  law  enforcement 
rces  say.  Rijock  himself, 
;r  agreeing  to  cooperate 
i  prosecutors,  served  two 
rs  in  federal  prison  for  his 

in  the  ring.  But  his  story 
ids  as  a  warning  to  bank- 
who  believe— erroneously, 
says— that  current  regula- 
is  to  eradicate  money 
idering  are  working. 
RD  of  mouth.  For  Rijock, 

life  of  a  launderer  began 
)cuously  enough.  "No  one 
3  they  intend  to  go  into 
ley  laundering,"  he  says. 
I  just  get  drawn  into  it." 
ir  serving  in  Vietnam  and 
iuating  from  University  of  Miami's 

school,  he  settled  in  Miami,  joined  a 
or  local  firm,  and  practiced  banking 

for  four  years,  eventually  setting 
lis  own  practice  in  1981. 
lijock's  criminal  life  began  when  one 
is  clients  started  importing  marijua- 
and  needed  information  about  off- 
^e  banking.  Rijock  went  to  a  lawyer 
mew  who  recommended  the  island  of 
ruilla.  Rijock  now  says  the  Caribbean 

its  banks  constitute  "a  black  hole 
loney  laundering."  In  February,  1983, 


according  to  federal  indictments  of  the 
launderers,  Rijock  got  his  client  and  a 
crony  to  buy  three  certificates  of  de- 
posit worth  $915,000  from  Caribbean 
Commercial  Bank  (Anguilla)  Ltd.  The 
bank  sold  them  the  CDs  even  though 
the  buyers  purchased  them  in  the  names 
of  Interzone  Holdings  Ltd.,  whose  signa- 
tors  were  Minnie  Mouse  and  Goofy.  Lat- 
er that  year,  Rijock  flew  from  Fort  Lau- 


derdale to  Anguilla  with  his  mari- 
juana-importing client,  four  cronies,  and 
about  $7  million  in  cash.  There,  they 
deposited  cash  in  accounts  set  up  in  the 
names  of  shell  corporations. 

Rijock's  clients  used  a  variety  of 
methods  to  launder  cash.  Often,  they 
used  the  CD  gambit.  Rijock's  clients  also 
used  a  scheme  involving  "commissions" 
that  is  still  in  use  today  despite  anti- 
laundering  laws  passed  in  the  interim. 
Rijock  would  introduce  clients  to  accoun- 
tants and  others  who  would  funnel  the 


dirty  money  to  cash-starved  business- 
es, usually  wholesalers.  The  companies 
would  then  pay  Rijock's  clients  "sales" 
commissions,  keeping  a  cut  of  the  drug 
money  as  their  share. 

Once  he  became  known  for  his 
laundering  skills,  Rijock  was  recommend- 
ed to  others  in  the  loose  network  of 
drug  smugglers  and  dealers.  He  formed 
Florida  corporations,  helped  set  up  off- 
shore companies  with  assistance  from 
island  attorneys,  and  couriered  cash.  By 
1986,  after  some  of  his  clients  were  bust- 
ed, Rijock  knew  the  feds  were  on  to 
him.  In  1987,  after  he  got  married,  he 
says  he  went  straight,  returning  to  real 
estate  law.  But  the  law  caught  up  with 
him  in  1990.  Rijock  was  indicted  and 
pleaded  guilty.  The  stress  of  that  period 
destroyed  his  marriage,  and  his  jail  sen- 
tence meant  a  painful  separation  from 
his  2-year-old  son. 

STARTING  OVER.  Rijock  was 
released  from  prison  in  1992. 
Although  he  resigned  from 
the  bar  and  was  forbidden 
from  reapplying  for  five 
years,  he's  working  as  a  para- 
legal in  a  Miami  law  firm 
while  he  lectures  gratis  at 
such  forums  as  a  recent  mon- 
ey laundering  conference, 
sponsored  by  the  newsletter 
Mdiici/  Laundering  Alert,  that 
was  attended  by  bankers  and 
law-enforcement  officers.  "He 
has  been  very  helpful  in  get- 
ting insights  into  how  the 
other  side  thinks,"  says  Rich- 
ard R.  Buczek,  special  agent 
at  the  Federal  Aviation 
Administration. 

Rijock  has  a  strong  mes- 
sage for  bankers  and  law-en- 
forcement types.  "We  need  to 
do  something  really  radical," 
he  says.  "We  could  stop  mon- 
ey laundering  in  this  hemi- 
sphere." Rijock  would  expand 
personal-disclosure  require- 
ments for  bankers  and  force 
U.  S.  banks  to  end  correspon- 
dent relationships  with  off- 
shore banks  that  are  known 
to  lie  dirty. 

Already,  Rijock  may  be 
having  some  small  role  in  tightening 
money  laundering  laws.  While  in  prison, 
he  testified  before  a  Swiss  magistrate  in- 
vestigating Swiss  bankers  and  lawyers 
who  had  accepted  drug  money.  Partly 
because  of  that,  a  money  laundering  case 
is  pending  against  a  Swiss  money  man- 
ager. Meanwhile,  Switzerland  has  adopt- 
ed slightly  tougher  anti-laundering  rules. 
That's  a  start,  says  Rijock,  but  there's 
still  a  long  way  to  go. 

By  Gail  DeGeorge  in  Miami,  with  John 
Templeman  in  Bonn 
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BY  GENE  G.  MARCIAL 

'CHRYSLER  WILL 
GET  PISTOL-HOT 
AGAIN' 


When  the  Federal  Reserve 
Board  began  to  hike  interest 
rates  on  Feb.  4,  one  of  the 
groups  big  investors  quickly  dumped 
was  autos,  including  high-flying  Chrys- 
ler, whose  stock  peaked  at  63  in  early 
January.  It  has  since  fallen  as  low  as 
43  and  closed  at  45%  on  May  17.  The 
Street  remains  skittish,  but  some  pros 
think  the  plunge  has  made  Chrysler 
a  great  bargain  for  another  ride  up. 

"Chrysler  will  get  pistol-hot  again," 
says  a  New  York  money  manager 
shepherding  $3  billion.  He  has  been 
buying  more  stock,  even  though  his 
investment  firm  already  owns  1  mil- 
lion shares.  He's  betting  Chrysler  will 
come  out  with  upbeat  news  about  sales 
and  earnings  growth  when  its  top 
brass,  led  by  President  Robert  Lutz, 
meet  with  analysts  and  big  investors 
on  May  20.  The  annual  shareholders 
meeting  was  scheduled  for  May  19. 

The  money  manager  is  banking  on 
Chrysler  to  announce  two  bullish 
moves  soon:  a  2-for-l  stock  split  and  a 
higher  dividend.  "The  company  is  going 
gangbusters.  It  can't  build  vehicles  fast 
enough— cars,  minivans,  trucks,  and 
Jeeps,"  argues  this  pro.  He  thinks  the 
stock  will  hit  75  this  year. 

Analyst  Ron  Glantz  of  Dean  Witter 
Reynolds  agrees.  "Chrysler  is  my  top 
choice,"  he  says,  because  more  than 
likely  it  will  "surpass  by  a  wide  margin 
the  sales  and  earnings  expectations  for 
this  year— and  the  next  two." 
THIRD  SHIFT.  Glantz's  estimates  are 
probably  the  highest  on  the  Street: 
He  sees  Chrysler  earning  $9.20  a  share 
this  year,  vs.  the  consensus  estimate  of 
$8.05.  The  company  made  $5.59  last 
year.  Next  year,  Glantz  expects  Chrys- 
ler to  earn  $11,  whereas  the  consensus 
looks  for  $9.50.  In  1996,  Glantz  sees 
$14;  the  Street  just  $11. 

Is  Glantz  too  bullish?  Not  at  all,  says 
the  analyst,  who  explains  that  Chrysler 
has  been  increasing  its  market  share 
practically  across  the  board  even  as 
inventories  run  low.  Chrysler,  he  notes, 
plans  to  boost  capacity  in  the  second 
half,  adding  a  third  shift  at  one  Detroit 
plant  to  up  output  of  its  popular  Jeep 
Grand  Cherokee  by  45,000  units. 

Despite  the  Fed's  move  in  tighten- 
ing, rates  are  still  reasonably  low,  and 


REVVING  UP 
TO  HIT  75? 


MAY  17 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


consumer  confidence  in  U.  S.  cars  is 
high,  says  Glantz.  So  he  sees  sales  con- 
tinuing to  grow  strongly. 

One  portfolio  manager  at  a  hedge 
fund,  who  has  also  been  scooping  up 
Chrysler  shares  in  recent  weeks,  ar- 
gues that  the  market  has  discounted 
prematurely  the  peak  of  the  auto  cycle. 
"We  have  two  more  years  to  go  in  the 
cycle,  judging  by  the  pent-up  demand 
that's  still  out  there,"  he  says.  "That's 
what  we  think,  too,"  says  a  Chrysler 
executive  who  says  analysts'  consen- 
sus estimates  are  achievable. 


A  GOOD  PROGNOSIS 
AT  SUN  HEALTHCARE 


Sun  Healthcare  Group  is  engaged 
in  a  David-and-Goliath  merger 
with  the  much-larger  Mediplex 
Group.  But  the  deal  hasn't  attracted 
much  attention.  That's  just  dandy  for 
some  investors,  who  see  the  buyout 
making  Sun  a  major  player  in  the 
nursing-home,  advanced-care,  and  phar- 
maceutical-service businesses.  The 
stock  is  down  to  19— following  a  runup 
to  25  in  March  and  April  after  the  deal 
was  announced. 

"Sun  is  now  worth  at  least  30,  con- 
sidering how  big  it  will  become,"  says 
investment  manager  Jim  Awad,  who 
has  been  accumulating  Sun.  He  says 
Mediplex,  a  provider  of  short-term  care 
through  its  network  of  inpatient  and 
outpatient  facilities  in  11  states,  will 
boost  Sun's  top  and  bottom  lines:  Me- 
diplex posted  revenues  of  nearly  $400 
million  and  earned  $16  million  in  1993, 
while  Sun  had  sales  of  $191  million  and 
made  $10.4  million. 


The  combination  will  operate  a  tcj 
of  113  health-care  facilities  in  20  sta 
with  more  than  13,000  beds.  "As 
vestors  focus  more  on  the  compan 
operating  potential,  it  will  become  cl< 
that  the  stock,  at  19,  is  substantia 
undervalued,"  says  Awad.  The  buy( 
is  worth  $312  million  in  cash  and  sto 
For  each  Mediplex  share,  stockhold 
get  $11  in  cash  and  1.28  shares  of  Si 
That  comes  to  about  $37  for  each  IV 
diplex  share— now  trading  at  35. 

A  Florida  securities  analyst  sal 
Sun  "appears  to  be  substantially  undl 
valued,  compared  with  other  stocks! 
the  long-term-care  industry."  He  m 
ures  the  combined  company  will  eJ 
$1.40  a  share  next  year,  up  from  an  I 
timated  $1.10  this  year. 


SEIZE  THE  MOMENT 
AT  TORCHMARK? 


To  investment  manager  Ed  WaB 
zak,  who  has  been  bearish  on  tSi 
market  for  about  a  year,  stocB 
are  still  a  risky  proposition.  But  I 
has  found  one  he  calls  a  Warren  Bm 
fett  stock— in  other  words,  it  has  cm 
sistent  earnings  growth,  strong  bm 
ance  sheet,  and  low  price.  The  stocfl 
Torchmark,  an  insurance  and  financiB 
services  company  growing  at  a  la 
yearly  clip. 

Torchmark  was  trading  as  high  I 
49  on  the  Big  Board  in  early  FebruaJ 
but  skidded  to  37  in  April,  partly  rjr 
cause  of  lawsuits  over  one  of  its  insB 
ranee  policies.  But  based  on  "the  co:B 
pany's  consistently  strong  earninB 
record  and  business  fundamentals,  t fi 
decline  in  the  stock  price  offers  a  grej 
buying  opportunity,"  says  Walczak. 

He  thinks  the  stock  is  worth  at  let) 
50.  Others  say  more:  An  analyst 
Neuberger  &  Berman,  which  owns 
large  block  of  Torchmark  shares,  v 
ues  it  at  56,  and  Ronald  Mcintosh 
New  York  securities  firm  Fox-Pitt,  K 
ton  thinks  it's  worth  60. 

What  is  Torchmark's  expertise,  ai 
where  does  it  get  its  profits?  The  coi 
pany,  notes  Walczak,  derives  30% 
earnings  from  life  insurance,  27%  frc 
personal  financial-planning  service 
20%  from  health  insurance,  13%  frc 
its  Wadell  &  Reed  money-managemeB 
unit,  and  the  remaining  10%  from  ot 
er  small  units.  Torchmark  has  the  lo' 
est  operating  costs  of  any  medical  i 
surer  of  its  size  in  the  country,  not 
Walczak.  Analysts  figure  the  compai 
will  earn  $4.30  a  share  this  year  ai 
$4.80  next  year  vs.  last  year's  $4.04 
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D 1994  United  Parcel  Service  of  America,  Inc. 


Imagine  an  international  airline  that  gave  your 
money  back  if  it  didn't  arrive  on  time. 

Now  imagine  if  that  airline  only  took  packages. 


w 


PS  INTRODUCES  THE  WORLDWIDE  EXPRESS  ON-TlME  GUARANTEE.  We  promise  t 
sliver  your  package  on  time  to  hundreds  of  cities  around  the  world  or  we'll  deliver  it 

>r  free.  Kind  of  makes  you  wish  we  also  took  people,  doesn't  it?  For  guarantee 

00 -PICK-UPS.  The  package  delivery  company  more  co 


T 
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conomics 


POLICY  I 


IRONING  THE  WRINKLES 
OUT  OF  PRIVATIZATION 


As  cities  hit  snags,  they're  figuring  out  what  works  and  what  doesn't 


Only  days  after  Cleveland  Mayor 
Michael  R.  White  floated  the 
prospect  of  allowing  private 
companies  to  bid  for  street-surfacing 
work,  nearly  200  noisy  union  members 
jiacked  a  mid-May  City  Council  meeting 
to  vent  their  anger.  Earlier  in  the 
month,  Chicago  Mayor  Richard  M.  Da- 
ley, an  early  proponent  of  i  

privatization,  declared  him-  | 
self  "mad  as  hell"  upon  dis- 
covering that  the  private 
company  building  a  new 
911  emergency  center  had 
submitted  $6.3  million  in 
questionable  bills. 

What's  happening  to  pri- 
vatization, a  Big  Idea  of 
the  1990s  for  streamlining 
government  and  cutting 
costs?  It's  not  dead,  to  be 
sure:  The  fiscal  pressures 
behind  the  privatization 
movement  remain  unrelent- 
ing. And  the  move  to  con- 
tract out  public  services  is 
spreading  across  scores  of 
cities  and  states. 

Yet  public  officials  are 
running  into  formidable 
roadblocks— from  unions, 
from  middle  managers,  and 
from  private  contractors 
that  don't  deliver.  Only 
now  are  mayors  learning 
what  works  and  what 
doesn't.  Officials  have  found 
out  it's  best  to  start  small 
and,  above  all,  to  make 
sure  there's  lots  of  private- 
sector  competition.  What's 
more,  it's  critical  to  let 
public-sector  departments 
bid  on  contracts.  In  many 
instances,  public  workers 
are  proving  that  they  can 
do  a  better  job  of  delivering  services 
than  outsiders  can. 

"the  religion."  Even  the  word  "privat- 
ization" is  dropping  from  the  public-pol- 
icy lexicon.  Officials  in  such  cities  as 
Chicago,  Indianapolis,  and  Milwaukee, 
weary  of  the  term's  implications  of  both 
anti-unionism  and  poor  management, 


now  refer  to  their  "competition  policy." 
Says  Milwaukee  Mayor  John  0.  Nor- 
quist:  "Privatization  is  not  a  religion. 
Competition  is  the  religion." 

The  change  is  more  than  cosmetic. 
Mayors  have  discovered,  for  example, 
that  turning  a  city  monopoly  over  to  a 
private  one  can  give  privatization  a  bad 


HOW  TO  FARM  OUT  SERVICES 


Tactics  mayors  are  using  to  bypass  the  opposition: 

ENCOURAGE  COMPETITION  Allow  public-sector  workers  to  bid  for 
contracts  against  private  ones — and  give  them  contracts  if  they  are 
the  low  bidders. 

EASE  THE  BLOW  Provide  employee  buyouts  or  job  training  for 
public-sector  workers  whose  jobs  are  hit  by  privatization.  Rather 
than  lay  off  workers,  shift  them  to  other  city  jobs  and  encourage 
private  contractors  to  hire  them. 

START  SMALL  Privatize  parking-ticket  collections  and  other  small 
operations  before  moving  on  to  services  with  lots  of  jobs  at  stake, 
such  as  garbage  collection. 

DATA  BUSINESSWEEK 


name.  Indianapolis  Mayor  Stephen  Gold- 
smith uses  a  "Yellow  Pages  test":  Only  if 
he  can  find  five  or  more  private  services 
listed  in  the  phone  book  for  a  given  field 
is  he  inclined  to  open  city  programs  to 
I  lidding.  Goldsmith  has  turned  over  some 
40  programs— from  wastewater  treat- 
ment to  golf-course  maintenance— to  pri- 


vate companies,  and  he  is  now  eym 
the  city's  international  airport.  Amir, 
Philadelphia,  museum  guards  are  urj| 
private  management. 

It's  crucial  for  privatization  baclj 
to  get  the  formula  right,  because  t 
critics  are  loaded  for  bear.  Unions 
city  council  members  are  gearing  u| 
Los  Angeles  and  New  York  to  block 
vatization.  Already,  Los  Angeles  M 
Richard  J.  Riordan  has  backed  a 
from  plans  to  turn  over  garbage  pic 
and  parking-ticket  collection  to  out 
contractors.  The  array  of  resistance  | 
ing  New  York  Mayor  Rudolph  W.  G 
ani  could  at  least  initially  force  hinj 
focus  on  low-profile  privatizations 
delay  any  dramatic  initiatives,  says  E| 
Savas,  an  urban-affairs  specialist1 
Baruch  College. 

work  rules.  More 
more  mayors,  however, 
winning  over  the  dissidi 
by  including  them  in 
process.  They  are  letl 
public  employees  bid 
projects  along  with  the 
vate  sector.  Public  wc 
ers  are  winning  a  grow 
number  of  the  contract 
allowing  cities  to  m 
good  on  their  good-gove 
ment  drive  without 
tracting  out. 

No  doubt  the  threat 
losing  work  is  a  power 
incentive  for  unions.  ' 
kinds  of  things  appear 
the  table— work  nil 
wage  rates,  part-timer 
notes  Linda  Morris 
Philadelphia's  director 
competitive  contracting, 
fact,  the  city  is  reconsid 
ing  whether  to  contr; 
out  management  of 
sludge  plant,  now  that 
ions  and  managers  ha 
crafted  a  plan  to  sha 
one-third  off  the  $24  n 
lion  operating  cost.  Me; 
while,  workers  in  Indian; 
olis  and  Phoenix  ha 
already  won  back  a  nu 
ber  of  refuse  contracts 

Indeed,  the  old  priv; 
ization  dogma  doesn't  see1 
to  play  anymore.  Mayc 
now  realize  that  replacing  political  pi 
ronage  with  what  one  Chicago  union 
ficial  calls  "pinstripe  patronage"  of  pf 
vate  contractors  is  both  simplistic  ai.' 
ineffective.  It's  "competition  policy"  thas 
playing  now  in  Peoria. 

By  Richard  A.  Melcher  in  Chicago  m 
Pant  Black  in  New  York 


122  BUSINESSWEEK/MAY  30,  1994 


ECONO.3 


PROOF 


[POSITIVE  I 

IF  YOUR 
LONG  DISTANCE 
COMPANY  ISN'T 
GIVING  YOU  THIS 
WHAT  ARE  THEY 
GIVING  YOU? 

As  we  see  it,  a  company  has  two  choices.  Let  the  customer 
beware.  Or,  help  the  customer  be  aware.  Awareness  is  our  way.  And 
has  been  through  all  the  revolutionary  changes  MCI 
has  brought  to  long  distance. 

Proof  PositiveSM  from  MCI"  is  the  latest,  and  in 
many  ways  the  most  revolutionary  of  all*  Proof 
Positive  is  not  a  product.  It  is  not  a  promotion.  It  is  not  an  offer 
that  expires.  It  is  the  MCI  way  of  doing  business:  Work  hand  in 
hand  with  each  customer  to  stay  on  top  of  changing 
ty  needs  while  continuing  to  develop  ways  to  cut  costs.  Up  and  down 
the  line.  With  no  cost  to  you. 

If  you  are  now  an  MCI  customer,  your  company 
automatically  reaps  the  benefits  of  Proof  Positive.  If 


"Every  90  days,  we 
show  you  in  black  and 
white  what  you  are  saving 
compared  to  AT&T's  most 
widely  used  calling  plans." 

-Nanae  Clegg 
MCI  Sales  Representative 


"Each  month  we  ana 
lyze  your  actual  call  detail- 
As  your  company's  long 
distance  needs  change,  we 
suggest  new  services  and 
features  custom  tailored  to 
your  particular  needs  " 

-Harmon  Outlaw 
MCI  Sales  Representative 


'If  you  could  have  saved 
more  on  one  of  MCl's 
other  business  calling 
plans,  we  automatically 
credit  the  difference  to 
your  account,"  *  * 

-Paul  Sexton 
MCI  Sales  Representative 


you're  not  an  MCI  customer,  just  give  us  a  call.  We  ll  ^^127" 


commitment  to  customers," 


prove  to  you  every  three  months,  in  writing,  that  you  made  the  right  ~ mo Representauve 
decision  in  switching  to  MCI. 


MCI 

1-800-888-8800 


For  MCI  Vision'  and  MCI  Preferred"  customers  spending  $5  to  $50,000  a  month  on  long  distance  Terms  and  conditions  apply.  *  'Credits  based  on  other  MCI  business  calling  plans  with 
similar  access  type,  term  and  revenue  commitments,  which  are  priced  excluding  promotional  credits,  subject  to  the  terms  and  conditions  in  the  MCI  Tariff  FC  C  No  1  as  amended. 

©  MCI  Telecommunications  Corporation.  1994. 
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COMPUTERS  I 


You  have  to  appreciate  the  sym- 
bolism. Duke  Mitchell  wants  the 
world  to  know  that  the  IBM  sales 
force  is  serious  about  change.  Gone  is 
the  arrogant,  "have-it-our-way"  attitude, 
(lone  are  layers  of  management.  Gone 
are  the  trappings  of  the  lush  life.  To 
prove  it,  Mitchell  has  closed  five  sales  of- 
fices across  his  New  York-New  Jersey 
sales  region— including  space  in  the  Madi- 
son Avenue  tower  that  IBM  recently 
agreed  in  sell— and  moved  700  employees 
to  a  Cranford  (N.J.I  warehouse  once 
owned  by  Universal  Corrugated  Box  Ma- 
chinery Co. 

You  can't  get  more  humble.  There  are 
no  private  offices.  There's  just  a  sea  of 
desks  in  the  100,000-square-foot  build- 
ing—400  of  them  spread  out  underneath 
exposed  heating  and  air-conditioning 
ducts  painted  bright  yellow.  Off  in  one 
corner  is  Mitchell's  desk— not  the  im- 
pressive mahogany  job  that  graced  his 
old  private  office,  but  a  small  metal  mod- 
el. Like  all  the  furnishings,  it  has  been 
salvaged  from  other  IBM  locations.  Mov- 
ing to  Cranford  cut  Mitchell's  office  space 
by  75%  and  his  real  estate  costs  in  half. 
But  the  most  important  change  is  the 
new  attitude.  Only  200  employees— main- 
ly support  and  service  personnel— have 
permanent  desks.  The  rest  are  out  call- 
ing on  customers,  working  out  of  their 
homes  and  cars,  and  only  checking  in  at 
Cranford  for  a  day  or  two  a  month  to 
pick  up  mail  or  prepare  for  customer 
presentations. 

PRAGMATISM.  Meet  the  New  Blue  sales 
team.  A  steady  diet  of  downsizing,  cost- 
cutting,  and  reengineering  is  remaking 
IBM's  legendary  sales  force  to  meet  the 
realities  of  today's  market.  The  most  ob- 
vious change  is  scale— company  insiders 
say  the  worldwide  head  count  in  mar- 
keting and  sales  has  dropped  from  a 
peak  of  150,000  in  1990  to  around  70,000 
and  will  continue  to  fall.  The  goal,  says 
Robert  J.  LaBant,  senior  vice-president 
in  charge  of  North  American  sales  and 
marketing,  is  to  cut  the  cost  of  sales  by 
a  third  by  yearend  (chart!.  Most  of  the 
salespeople  who  remain  are  expected  not 
only  to  bring  in  more  revenue  and  prof- 
it but  to  do  it  in  new 
ways— mainly  by  act- 
ing as  sophisticated 
consultants  selling  IBM 
and  non-IBM  technolo- 
gy to  solve  business 
problems. 

The  changes  reflect 
both  the  pragmatism 
and  ambition  of  CEO 
Louis  V.  Gerstner  Jr.'s 
regime.  With  shrinking 
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TAKING  THE  COSTS 
OUT  OF  SELLING 


30  - 


25 


'90  '91 
▲  PERCENT  OE  REVENUES 


margins  in  hardware  and  software,  IBM 
can't  always  afford  to  send  a  salesper- 
son out  to  push  the  product.  More  and 
more  of  Big  Blue's  wares  will  be  sold 
through  dealers,  "value-added  resellers," 
or  even  mail  order.  Says  CFO  Jerome  B. 
York:  "We  may  just  have  to  decide  that 
anything  with  a  [gross] 
profit  margin  below 
20%— maybe  even 
25%— will  have  to  go 
through  [non-I3M]  chan- 
nels." The  ambitious 
part  is  the  idea  that 
IBM  salespeople  can  be 
upgraded  to  the  status 
of  consultants— instead 
of  mere  order-takers  or 
product-pushers. 


SALES,  GENERAL,  AND 
_  ADMINISTRATIVE  EXPENSES 
FOR  IBM'S  SALES  FORCE 
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Reinventing  the  sales  organization 
at  the  heart  of  reinventing  Big  Bh 
From  its  inception  until  the  arrival 
Gerstner,  IBM  has  been  dominated 
salespeople.  Part  of  founder  Thomas 
Watson's  business  genius  was  in  trai|tv 
forming  the  salesman  from  a  shady  chi 
acter  to  a  model  citizen— profession; 
smart,  polite,  well-groomed,  discipline- 
sober,  and  aggressive.  "Watson  creatt 
an  image  exactly  the  opposite  of  what 
salesman  was  in  the  '50s— a  smile,  a  sli 
on  the  back,  and  a  shoeshine,"  says 
R  Imlay  Jr.,  a  longtime  IBM  competit 
and  chairman  of  Dun  &  Bradstreet  So 
ware.  "He  brought  real  credibility  to  ti 
sales  force." 

That  credibility  was  key  to  IBM's 
umph  in  computers.  Big  Blue's  clean-c 
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represented  integrity  and  quality— things 
that  became  part  of  the  IBM  culture  that 
the  whole  world  saw  IBM  as." 

But  by  the  1980s,  IBM's  hold  on  Cor- 
porate America  began  to  slip.  Armonk 
began  pushing  hardware,  rather  than 
"solutions,"  and  shifted  its  target  from 
top  management  to  the  folks  who  ran 
computer  operations.  After  a  while, 
though,  those  customers  grew  more 
knowledgeable  and  less  likely  to  blindly 
follow  the  buying  plans  laid  out  by  their 
IBM  sales  teams.  First  with  minicomput- 
ers and  later  with  personal  computers, 
"true  Blue"  shops  became  anything  but. 
Hardware  was  becoming  a  commodity, 
and  customers  were  getting  too  sawy  to 
pay  a  premium  for  the  IBM  logo.  As  com- 
petitors swarmed,  IBM  saw  $14  billion  in 
hardware  profits  disappear.  Worse,  the 
company  lost  its  position  of  trust  with 
customers.  "We  were  simply  selling  iron 
world  that  wanted  help,"  says 


reps  taught  customer: 
;  computing  was  all 
it  and  how  the  new 
lology  could  be  used  in 
■  organizations.  Teams 
iMers  would  be  dedi- 
1  to  a  company  and 

up  residence  there, 
y  forged  strong  ties  to 
op  management  of  those  compa- 

"I  had  access  to  all  executives  of  all 
;ompanies  that  I  dealt  with.  Part  of 
•elationship  with  my  customers  was 
Tstanding  their  business  problems 
working  with  them  to  solve  them," 

John  D.  Loewenberg,  senior  vice- 
ident  for  information  technology  ser- 
>  at  Aetna  Life  Insurance  &  Casual- 
vho  sold  for  IBM  in  the  1970s.  "IBM 


downsizing.  "We  had 
to  move  without  them,"  says  Don  Hayes, 
GTE's  vice-president  of  information  tech- 
nology. "We  used  Hewlett-Packard." 

On  his  arrival  in  1993,  Gerstner  can- 
vassed IBM  customers  and  heard  similar 
horror  stories.  He  concluded  that  the 
company  was  simply  out  of  touch  with 
the  market,  partly  because  of  arrogance 


and  partly  because  of  a  ponderous  bu- 
reaucracy. Sales  were  being  lost  because 
ancient  procedures  or  turf  wars  between 
different  product  divisions  kept  IBM  from 
satisfying  the  customer.  "What  I  view 
as  my  job  is  trying  to  get  everything  out 
of  the  way  between  that  customer  and 
that  distribution  method  or  salesperson 
or  laboratory  for  technology,"  he  told 
Wall  Street  analysts  in  March. 
picking  channels.  IBM  isn't  the  only 
corporate  giant  grappling  with  how  to 
sell  more  effectively  and  efficiently.  In  in- 
dustries ranging  from  telecommunica- 
tions to  pharmaceuticals  to  publishing, 
sales  armies  once  regarded  as  machines 
of  boundless  growth  and  corporate  pride 
are  looking  more  like  wheezing  gas  guz- 
zlers—too costly  and  cumbersome  to  keep 
up  with  a  world  of  shrinking  margins, 
fast-changing  markets,  and  short  product 
cycles.  Robert  Atkins,  a  partner  with 
Mercer  Management  Consulting  Inc., 
gives  Gerstner  high  marks  for  grappling 
with  the  problem.  He  says  IBM  is  ahead 
of  other  big  companies  in  finding  a  solu- 
tion. "I  don't  know  a  lot  of  CEOs  who 
are  paying  attention  to  sales  channels 
as  an  issue,"  he  says. 

There's  no  easy  answer.  Even  as  it 
competes  as  a  low-cost  supplier  of  hard- 
ware such  as  PCs  and  workstations,  IBM 
needs  to  satisfy  customers  who  want  to 
deploy  all  this  technology  in  complex 
and  sophisticated  information 
systems.  They  demand  low 
prices,  but  they  also  want  a 
high  degree  of  service  and  an 
intimate  knowledge  of  their 
business.  "The  trick  is  to  come 
up  with  a  sales  model  that 
deals  with  both," 
THE  says  IDC  Services 

CRANFORD      T   J  ,      ,    „  , 

space  has  ^nc-  ana'yst  ?  rank 

no  private  Gens. 

offices  ibm's  plan?  La- 

and  only  Bant  says  the  basic 

PERMANENT      klea  >S  t0  simPLY 

desks  customers  choose 

how  they  want  to 
deal  with  IBM.  For  some,  that 
means  that  for  a  price  they  can 
tap  IBM  business  consultants,  prod- 
uct specialists,  or  systems  inte- 
grators to  tie  products— including 
competitors'— into  corporate  infor- 
mation systems.  Or  they  can 
choose  never  to  see  an  IBM  sales- 
person. Or  they  can  switch  back 
and  forth,  depending  on  their  needs. 
In  Detroit,  for  example,  40,000  of 
the  company's  45,000  customers  in  that 
region  are  covered  by  sales  reps  that 
work  over  the  telephone.  "I  don't  think 
of  us  as  a  sales  organization,"  says  La- 
Bant.  "We  are  creating  and  building  a  so- 
lutions-and-services  business.  And  we 
are  creating  more  efficient  distribution 
business  as  well."  Think  of  it  as  McKin- 
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sey  &  Co.  meets  Home  De- 
pot Inc. 

To  beef  up  the  McKin- 
seyesque  side  of  the  business, 
IBM  has  been  adding  hun- 
dreds of  management  consul- 
tants. And  in  early  May,  Ger- 
stner  announced  a  major 
overhaul  of  the  sales  organi- 
zation to  emphasize  industry- 
specific  expertise.  By  the  end 
of  the  first  quarter  of  1995, 
IBM  plans  to  have  80%  of  its 
customers  reached  by  the  di- 
rect sales  force  covered  by 
one  of  14  sales  teams  dedi- 
cated to  such  areas  as  finan- 
cial services,  travel,  health 
care,  utilities,  and  insurance. 
"The  more  you  do  to  provide 
services  on  an  industry  ba- 
sis, the  more  you  learn,  and 
you  design  in  the  customer's 
office,"  says  LaBant.  "And 
they  will  tell  you  what  they  are  willing 
to  pay  for." 

DRAMATIC  CHANGES.  The  moves  to  ver- 
tical-market selling  and  consulting  have 
been  underway  in  the  U.  S.  since  1992, 
and  initial  results  have  been  encouraging. 
U.  S.  sales  rose  9%  in  the  fourth  quarter 
of  1993  and  6%  in  this  year's  first  quar- 
ter, gte's  Hayes  says  that  he  has  no- 
ticed a  change  in  IBM's  attitude— reps 
now  are  listening  better— but  IBM  is  not 
likely  to  displace  Hewlett-Packard  Co.  at 
the  phone  company  any  time  soon.  And 
WMX  Technologies  Inc.  in  Oak  Brook,  111., 
recently  selected  IBM  over  Andersen  Con- 
sulting for  a  project  to  create  an  order- 
entry  and  fulfillment  system.  Bert  Young, 
the  company's  vice-president  of  informa- 
tion systems,  says  that  in  the  past  he 
rarely  considered  IBM  for  consulting 
work,  but  he's  seeing  dramatic  changes 
in  the  company  and  in  his  local  sales 
rep.  "They  have  a  real  business  orienta- 
tion. I  rarely  talk  about  products." 

For  the  IBM  sales  reps  who  have  sur- 
vived, the  change  is  invigorating.  Dean 
Jones,  who  has  handled  the  WMX  account 
for  six  years,  used  to  spend  a  lot  of  time 
managing  the  17  iBMers  assigned  full- 
time  to  the  account.  Now  there  are  just 
two  reps  at  WMX.  Yet  Jones  finds  his 
work  more  satisfying.  He's  learning  about 
the  client's  operations,  even  traveling  to 
trade  shows  with  WMX.  "People  like  my- 
self," says  Jones,  "have  the  mission  to 
understand  the  customer's  business." 

They  also  have  both  the  motivation 
and  the  latitude  to  do  whatever  is  need- 
ed to  help  the  customer.  The  motivation 
comes  through  changes  in  sales  compen- 
sation. Starting  this  year,  instead  of  pay- 
ing straight  commissions,  IBM  will  re- 
ward  salespeople   on    the   basis  of 


customer  satisfaction  as  measured  in  cus- 
tomer surveys.  To  make  sure  they  don't 
go  overboard,  salespeople  will  also  be 
measured  on  how  profitable  their  sales 
are.  As  much  as  60%  of  a  rep's  commis- 
sion will  be  tied  to  the  profitability  of  a 
deal— regardless  of  whether  it  is  products 
or  consulting  services.  "In  previous 
years,  people  were  told  what  to  sell," 
says  George  Samenuk,  a  general  man- 
ager for  product  marketing  in  the  Great 


THE  REMAKING  OF 
BIG  BLUE'S  REPS 

In  recent  years,  IBM's  army  of  well- 
paid  generalists  has  sold  hundreds  of 
different  products — a  losing  battle 
against  specialized  competitors.  At 
the  same  time,  IBM  lost  its  knack  for 
addressing  customer  problems. 

THINNING  THE  RANKS  Starting  in 
1  991 ,  IBM  began  drastically  down- 
sizing its  sales  organization.  It  also 
organized  reps  into  product  special- 
ists and  client  representatives  in  an  ef- 
fort to  stay  closer  to  customers  and 
confront  competitors'  specialized 
sales  organizations.  Sales  were 
stepped  up  through  other  distribution 
channels,  such  as  mail  order. 

THE  NEW  LOOK  Now  sales  compen- 
sation is  tied  to  profits  and  customer 
satisfaction.  In  May,  IBM  reorganized 
sales  in  14  industry-specific  teams. 
Product  specialists  now  focus  on  few- 
er products. 


Lakes  region.  "For  the 
time,  we  have  a  pricing 
that  enables  us  to  pick  M 
choose  different  hardwH 
and  software."  Equally  ll 
portant,  Gerstner  is  starfl 
to  cut  through  some  of  I 
underbrush  that  has  slo\B 
IBM's  responses  to  custo« 
demands.  Ron  Hovsepiatfl 
sales  executive  in  the  Bom 
area,  says  the  steps  to  m 
solidate  product  groups  I 
der  one  senior  executive  hi 
been  a  "godsend."  In  the  pi 
if  a  customer  had  a  probl 
that  cut  across  two  si 
groups— say  minicomputl 
and  mainframes— inteil 
bickering  could  delay  a  m 
for  weeks.  Now,  he  says,  I 
message  is:  "Don't  wol 
about  the  individual  procl 
pieces,  just  focus  on  fixl 
the  customer's  problem." 

The  big  challenge  will  be  making  tji 
system  work  around  the  world.  OndJ 
IBM's  greatest  potential  strengths  isl 
global  reach.  But  friction  between  1 
Blue's  overseas  units— and  between  o\i 
seas  and  domestic  units— has  made  it  I 
ficult  for  multinationals  to  deal  with  1 
giant  as  a  single  entity.  "It's  very  easjl 
do  business  with  IBM  in  a  country  ll 
Portugal,"  says  Raymond  Perry,  chief w 
formation  officer  of  Avon  Products  I:, 
in  New  York.  "But  if  I  wanted  to 
business  with  IBM  from  here  and  hi 
them  tell  Portugal  how  I  want  to  op 
ate,  it's  very  difficult." 
global  approach.  Ned  C.  Lautenba 
senior  vice-president  for  internatio 
sales,  is  taking  the  new  IBM  sales  | 
proach  around  the  world.  "Everybody 
measured  and  motivated  on  custon 
satisfaction,"  he  says.  And  everybo 
will  be  dealing  with  simpler  rules, 
the  past,  each  country  subsidiary  set 
own  prices  and  wrote  its  own  contrac 
Now,  one  contract— and  discount— covi 
customers  wherever  they  buy  IBM  pn 
ucts  or  services.  Already,  barriers  to 
operation  among  IBM's  overseas  units  i 
falling,  says  Lucio  Stanca,  chairman 
IBM  Southern  Europe,  Middle  East,  a 
Africa:  "The  incentive  program  push 
you  to  work  together." 

Whether  they're  in  Portugal  or  infi 
warehouse  in  New  Jersey,  IBM's  salp 
troops  have  their  marching  orders.  Cl 
they  bring  back  the  glory  days— whs 
Tom  Watson's  well-scrubbed  legios 
were  invincible?  Probably  not.  But  th; 
just  might  bring  IBM  out  of  its  lengt' 
slump. 

By  Ira  Soger  in  New  York,  with  1} 
reau  reports 
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arc  trademarks  of  Canon  Inc.  Bubble  Jet  is  a  registered  trademark  of  Canon  Inc.  Canon  Hume  Office  Products  Division  ©  1 994  Canon  U.S.A., 
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The  FAXPHONE  B160  is  a  fax 
that  can  be  used  as  a  printer  with 
a  personal  computer? 


m 


The  FAXPHONE  B1S0  features 
if  digital  answering  machine  and.  a 
speakerphone. 


The  FAXPHONE  B140  has  an 
adjustable  cassette  that  holds  1 00  sheets 
of  letter-  or  legal-size  paper. 


Our  new  plain  paper  FAXPHONEs 
are  perfect  for  your  ousiness's  future  because 
they  work  like  there's  no  tomorrow 


The  more  successful  a  business  becomes,  the  busier  it  gets.  And 
the  busier  it  gets,  the  more  it  needs  one  of  Canon's  new  line  of 
nil-featured  plain  paper  Bubble  Jet'"  FAXPHONEs! 

The  FAXPHONE  B140,  B150  and  B160  come  with  an  adjust- 
ible  cassette  that  holds  100  sheets  of  letter-  or  legal-size  paper,  so  your 
:ompany  can  handle  the  increased  volume  of  faxes  it'll  be  receiving. 

All  three  have  UHQ™  Canon's  Ultra  High  Quality  image 
processing  system,  so  they  can  transmit  faxes  of  unsurpassed  clarity. 
\nd  they  have  Bubble  Jet  printing  so  you  receive  faxes  with  laser- 
duality  precision. 


What's  more,  the  FAXPHONE  B150  features  a  built-in  digital 
answering  machine,  which  means  you'll  never  have  to  replace  a 
tape.  And  a  hands-free  speakerphone  so  your  people  can  talk  on 
the  phone  while  handling  all  that  extra  paperwork. 

The  FAXPHONE  B 160  is  so  productive  it  can  actually  do  the 
work  of  two  machines.  It's  a  stand-alone  fax  machine.  And  when  it's 
connected  to  a  personal  computer,  it's  also  a  Bubble  Jet  printer. 

With  a  hardworking  lineup  like  this,  its  no  wonder  Canon 
is  the  leader  in  plain  paper  facsimile.  For  more  information, 
call  1-800-4321 -HOP. 


Come  see  the  Canon 
Greater  Hartford  Open 
Jun  23  -  Jun  26  or  watch  it 
on  CBS  (Jun  25  -  26) 


Thf  Energy  Stat  emblem  does  not  represent 
EPA  endorsement  o)  any  product  or  unite 


Canon 


The  best  of  both 


heaven 


earth. 


[westin  premier  privileges]  We  wouldn't  think  ot  forcing  you  to  choose  (as  others  do) 
between  airline  miles  and  hotel  points.  As  far  as  we're  concerned,  you  deserve  to  earn  them  both. 

ror  reservations  or  more  information  on  the  II  'ejtin  Prt  'inter  program,  call  your  travel  consultant  or  (800)228-  WO. 


developments  to  Wato 


ID  BY  EMILY  T.  SMITH 


ON,  COUCH  POTATOES  COULD 
AST  THEIR  EYES  ON  3-D 


Three-dimensional  tele- 
vision—without the 
corny  red  and  green 
glasses— is  getting  clos- 
er. Parviz  Soltan,  a  sci- 
entist at  the  Naval  Com- 
mand, Control  &  Ocean 
Surveillance  Center  in 
Point  Loma,  Calif.,  can 
project  3-D  images  inside 
a  plastic  sphere  about  18 
inches  in  diameter.  He's 
testing  a  prototype  sys- 
tem by  tracking  aircraft 
in  the  San  Diego  area 
i  the  same  radar  data  used  by  air-traffic  controllers, 
b  produce  the  image,  laser  light  passes  through  a  series  of 
•ating  crystals  that  splinter  it  into  40,000  points  of  light, 
y  fall  onto  a  helix-shaped  surface  inside  the  sphere  that  is 
ining  too  fast  for  the  eye  to  see.  A  computer  directs  the 
;tals  to  send  each  point  of  light  to  a  precise  location  on  the 
x,  thus  creating  the  3-D  image.  NEOS  Technologies  in  Mel- 
rne,  Fla.,  has  licensed  the  technology  from  the  Navy  to 
d  3-D  displays  that  will  probably  cost  about  $250,000. 

first  commercial  buyers  are  likely  to  be  design  engi- 
rs,  says  NEOS  Vice-President  Robert  V.  Belfatto. 


INFORMATION  SUPERHIGHWAY 
A3CING  ACROSS  ASIA? 


ipan  is  still  a  developing  country  when  it  comes  to  using 
)ersonal  computers:  It  has  one-third  as  many  PCs  per 
i  ta  as  the  U.  S.  Yet  the  government  is  determined  not  to 
5  the  boat  in  high-speed  computer  networks.  Since  last  fall, 

Postal  Ministry  has  relaxed  telecom  regulations  and 
>ped  out  high-speed  network  "testbeds"  in  several  cities.  It 

plans  to  connect  every  home  in  the  country  with  optic 
r  by  2010— a  project  that  could  cost  billions. 
;ewiring  Japan  may  just  be  the  start.  In  May,  Japan's 

postal  official  visited  his  South  Korean  counterpart  in 
ul.  They  swapped  data  on  network  experiments  and 
ined  joint  seminars  and  personnel  exchanges  as  the  first 
)  in  creating  networks  with  common  standards  and  proto- 
.  The  next  step,  say  experts,  is  to  draw  other  Asian  coun- 
s  into  the  digital  web  to  create  a  pan-Asian  Info  Highway 
,he  early  21st  century.  That  could  be  critical  for  Japanese 
panies,  which  are  beefing  up  offshore  production  to  hold 
'n  costs  and  which  could  use  such  communication  channels 
i  headquarters  to  keep  product  development  up  to  speed. 


IY  HEATERS  COULD  MEAN 
IGE  ENERGY  SAVINGS 


the  future,  energy  efficiency  may  come  in  very  small 
ackages.  Using  microtechnology,  researchers  at  Battelle  Pa- 
Northwest  Laboratories  in  Richland,  Wash.,  are  designing 
ny  heat  pump  to  heat  and  cool  buildings.  They  estimate 
,  it  could  save  up  to  50%  of  the  electric  energy  used  in  con- 
tional  heating  and  cooling  systems. 


So  far,  the  researchers  have  demonstrated  two  parts  of  the 
device,  the  condenser  and  evaporator.  Now,  they're  building 
the  compressor.  Borrowing  the  semiconductor-industry  tech- 
nique of  photo  etching,  the  scientists  are  carving  tiny  grooves 
and  channels— about  two  human  hairs  deep— into  a  piece  of 
metal  about  the  size  of  a  dime,  which  would  circulate  refrig- 
erant. The  tiny  heat  pumps  would  be  located  throughout  a 
building  or  home.  Eliminating  duet  work  in  a  building  would 
save  20%  to  40%  of  the  energy  that's  lost  as  air  travels 
through  a  system.  Additional  energy  savings  would  come 
from  coupling  the  pumps  with  microsensors  that  would  detect 
the  location  of  inhabitants  of  buildings  and  adjust  the  tem- 
perature accordingly.  Researchers  say  they  hope  to  finish  a 
prototype  within  three  years. 


ELECTRONIC  CALLS  FOR  HELP 
THAT  ARE  HARD  TO  IGNORE 


'^Jelp  me,  someone,  help  me."  A  voice  pierces  the  night  at 
^1  an  ear-splitting  112  decibels  from  a  handheld  device  the 
size  of  a  cigarette  pack.  Instantly,  a  security  guard  arrives. 
This,  the  latest  application  of  microchip  technology  to  the 
crime-prevention  market,  is  a  real  attention-grabber. 

The  unit  is  loud  enough  to  be  heard  300  yards  away,  says 
developer  Joe  Drimer,  head  of  bencel  Co.,  an  Owings  Mills 
(Md.)  company  specializing  in  personal-safety  devices.  It  can 
be  activated  intermittently  or  continuously  for  up  to  90  min- 
utes. Drimer  contends  that  it's  a  more  effective  deterrent 
than  home  or  car  sirens,  because,  he  says,  no  one  pays  at- 
tention to  sirens  anymore.  VoiceDefense  can  be  programmed 
for  either  a  male  or  female  voice.  The  summons  for  help 
can  even  be  switched  to  Spanish  translation  (Auxilio!  Ne- 
cessito  ayuda  auxilio!).  It  will  go  on  the  market  next  month  at 
$49.95.  ' 


THESE  FARMS  MAY  HARVEST  WIND 
—ON  THE  OCEAN 


Windmills,  promot- 
ed for  decades  as 
an  environmentally  be- 
nign energy  alternative— 
and  now  becoming  cost- 
competitive— are  under 
attack  by  environmen- 
talists. In  Britain,  the 
sight  of  windmills  in  the 
much-venerated  country- 
side has  triggered  oppo- 
sition that  has  blocked 
the  building  of  several 
windmill  "farms." 

In  response,  Tecno- 
mare  and  British  Maritime  Technology  have  designed  an  out- 
of-sight  windmill— one  that  floats  on  the  sea.  The  45-meter-tall 
device  has  the  same  30-meter  blade  conventional  land  mills 
have,  and  a  farm  of  nine  windmills  could  supply  a  small 
town's  electricity.  Unfortunately,  power  would  cost  up  to  two 
times  more  per  kilowatt  than  power  from  a  land-based  farm- 
reflecting  the  cost  of  linking  the  windmills  to  shore.  So 
Britain's  Trade  &  Industry  Dept.,  which  put  up  half  of  the 
$1,125  million  to  design  the  windmills,  won't  fund  construction. 
Now,  the  two  companies  are  looking  to  the  European  Union 
and  to  private  industry  for  $45  million  to  finance  the  first  float- 
ing farm. 
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CABLE TV  I 


CABLE'S  BRIGHT  PICTURE 
FADES  TO  GRAY 


in 


Rates  have  been  slashed,  megadeals  deep-sixed,  ratings  clipped — and  rivals  smell  blood 


Jerry  Seinfeld  is  go- 
ing to  tell  jokes. 
Larry  King  will 
host  a  talk  show  with 
such  celebrity  guests  as 
Ted  Turner.  And  John 
Mellencamp  will  rock  'n' 
roll.  But  visitors  to  the 
1994  national  cable  con- 
vention are  likely  to 
identify  most  with  an- 
other scheduled  event: 
Little  Richard  perform- 
ing at  a  blues  liar. 

Cable-TV  executives 
are  in  such  a  funk  as 
they  prepare  for  their 
annual  meeting  on  May 
22  that  not  even  the 
New  Orleans  locale  or 
record  turnout  may  lift 
their  spirits.  One  can  un- 
derstand why:  Since  last 
year's  meeting  in  San 
Francisco,  the  federal 
government  has  slashed 
cable  rates  by  17%,  sev- 
eral lucrative  deals  be- 
tween cable  and  tele- 
phone companies  have 
foundered,  and  some  of 
cable's  best-known  net- 
works have  lost  viewers. 
NASTY  POTHOLES.  Last 

June,  cable  executives 
spoke  grandly  of  their 
central  role  in  building 
the  Information  Super- 
highway. Now,  they're 
more  worried  about  fal- 
tering credit  ratings  and 
their  inability  to  launch 
new  networks  because  of 
scarce  channel  capacity 
and  even  scarcer  funds.  "I'm  more  con- 
cerned about  the  financial  state  of  the 
industry  than  I've  been  in  the  last  10 
years,"  says  Steven  Rattner,  a  general 
partner  at  Lazard  Freres  &  Co.  who 
brokers  cable  deals. 

It's  hard  to  weep  for  an  industry  that 
still  rolls  up  profit  margins  of  40%.  And 
cable  has  weathered  previous  storms, 
such  as  the  credit  crunch  of  1990.  But 


Xr 


ill  < 


fiWl 


given  its  track  record  of  unbridled 
growth  and  the  recent  euphoria  over 
digital  technology,  cable  has  unquestion- 
ably hit  a  wall— perhaps  the  biggest  in 
its  three-decade  history.  John  C.  Mal- 
one,  Gerald  M.  Levin,  and  other  cap- 
tains of  cable  yearn  to  be  the  vanguard 
of  an  information  revolution.  By  slashing 
an  estimated  $3  billion  from  the  indus- 
try's $20  billion  in  total  revenues, 


though,  the  Fede 
Communications  Co 
mission  has  thrown  c 
water  on  their  drea 
of  building  vast  inter 
tive  networks. 
STAR  WARS.  The  tl 

phone  companies,  me 
while,  are  forging  ah 
with  plans  to  offer 
panoply  of  video 
vices.  After  two  years 
nosing  around  the 
gramming  business,  E 
Atlantic  Corp.,  Sou 
western  Bell  Corp., 
other  Baby  Bells  se 
emboldened  to  get  i: 
the  video  business— w 
or  without  cable.  "1  : 
absolutely  feel  more  c< 
fident,"  says  James 
Cullen,  president  of  B 
Atlantic,  which  called 
a  $21.4  billion  merg  . 
with  Tele-Communk 
tions    Inc.  after 
February  rate  cut. 

Bell  Atlantic  is  sper 
ing  $11  billion  on  vidt 
ready  networks  over  t  is 
next  five  years  and 
ready  is  testing  vid  [; 
services  in  the  subur 
of  Washington.  U 
West  Inc.,  which  has 
$2.5  billion  investment 
Time  Warner  Inc., 
spending  $750  milli 
over  the  next  two  yeal; 
to  upgrade  its  networl 
It  plans  its  own  inters  r 
tive  test  late  this  sui  j» 
mer  in  Omaha. 
If  that's  not  bad  enough,  new  and  c 
competitors  are  assailing  cable  in  i 
own  backyard.  Hubbard  Broadcast!) 
Inc.  and  General  Motors  Corp.'s  Hugh 
Communications  are  ramping  up  direc 
broadcast  satellite  operations,  which  w 
offer  such  networks  as  HBO  and  MTV 
competitive  prices.  And  the  broadca 
networks— which  cable  executives  us< 
to  dismiss  as  pterodactyls— have  stag* 


ice 


re  59 
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FEW  YUKS:  THE  CARTOON  NETWORK  HAS  HAD  A  SLOG 


>meback.  Powered  by  hit  shows  and 
iveting  Winter  Olympics,  the  Big 
ee's  share  of  the  prime-time  audi- 
3  rose  from  60%  to  61%  in  the  1993- 
;eason.  Basic  cable,  by  contrast,  was 
at  22%  (chart).  Some  networks,  in- 
ing  CNN  and  ESPN,  even  lost  viewers, 
able  operators  blame  the  poor  rat- 
,  on  several  factors,  including  new 
rules  that  forced  them  to  change 
position  of  cable  services  on  the  TV 
But  they  worry  that  cable  has  be- 
to  stagnate  because  of  a  lack  of 
programming  services.  "We're  so 
emated  that  we  haven't  been  able 
add  any  new 
c  services," 
j  Charles  F. 
in,  chairman  of 
levision  Sys- 
s  Corp.,  the 
i-largest  cable 
•ator. 

ideed,  Turner 
idcasting  Sys- 

Inc.  and  USA 
work  are  the 

programmers 

have  launched 
or  basic  ser- 
s  since  Con- 
>s  reregulated 
e  in  1992.  And 
r  new  offer  - 
— the  Cartoon  Network  and  Sci-Fi 
nnel,  respectively— have  struggled 
ain  distribution  from  operators  who 

lower  rates  will  make  them  unprof- 
le.  As  a  result,  Turner  and  other 
programmers  are  casting  about  for 

avenues  of  growth  (page  132). 
ING  WOLF?  If  Turner  is  feeling  the 
h,  Cablevision  and  other  operators 
caught  in  a  vise.  Dolan  is  spending 
I  million  this  year  to  upgrade  his 
ems  on  Long  Island,  N.Y.,  and  else- 
re  with  fiber-optic  wire.  But  the 
pany  already  is  highly  leveraged, 

after  the  FCC  rate-slash,  Moody's 
istors  Service  downgraded  Cablevi- 
s  debt.  To  mollify  Wall  Street,  Dolan 
mnced  the  first  layoffs  of  his  career, 
employees  out  of  3,000, 
ive  $20  million. 
1  and  Time  Warner  have 
s  further  than  Cablevision, 
utting  their  capital  spend- 
programs  (table).  TCI  says 
is  suspended,  though  not 
:eled,  $500  million  of  its 
billion  spending  plans 
iing  clarification  of  the 
rules.  And  Time  Warner 
ile  says  its  $100  million 
iiack  (out  of  $800  million) 
I  affect  its  deployment  of 
"-optic  wire  or  its  ambi- 
5  test  in  Orlando.  Instead, 
e  Warner  won't  purchase 


as  many  trucks  or  wire  remote  areas. 

With  their  noisy  announcements,  both 
companies  are  engaged  in  some  antireg- 
ulatory  posturing.  Still,  the  cumulative 
effect  of  such  cutbacks  will  slow  cable's 
construction  of  the  Information  Super- 
highway. Cable  analyst  Paul  Kagan  As- 
sociates figures  that  a  $3  billion  decline 
in  revenue  could  cause  the  industry  to 
delay  wiring  some  11  million  homes— or 
15%  of  homes  passed  by  cable— for  ad- 
vanced video  services.  Cable  executives 
argue  that  the  FCC  is  dealing  a  blow  to 
America's  information  infrastructure. 
"The  Information  Superhighway  is  all 


HALTING 
CABLE'S  ADVANCE 


now  have  an  edge  over  smaller  opera- 
tors. Michael  Garstin,  a  cable  banker  at 
Daniels  &  Associates,  points  out  that 
TCI  and  Time  Warner  draw  enough  of 
their  earnings  from  unregulated  busi- 
nesses, such  as  tci's  Liberty  Media 
Corp.,  to  withstand  a  rate  cut.  By  con- 
trast, mom-and-pop  cable  systems  will 
suffer  the  full  brunt  of  a  17%  hit.  As  a 
result,  he  says,  many  will  end  up  selling 
out  to  larger  rivals. 

working  the  hill.  Cable  executives 
aren't  taking  all  this  lying  down.  They 
have  launched  a  full-court  press  to  in- 
fluence future  regulation  by  urging  the 
 1  FCC  to  give  opera- 
tors incentives  to 
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DMA:  AX  NIELSEN  CO 


•EXCLUDES  FOX,  INDEPENDENT 
STATIONS,  PBS,  AND  PAY  CABLE 


but  dead,"  declares  Marc  B.  Nathanson, 
chairman  of  the  12th-largest  operator, 
Falcon  Cable  Systems  Co. 

In  truth,  the  highway  will  continue 
to  be  built.  It's  just  that  the  cable  com- 
panies may  end  up  playing  a  supporting 
role.  "The  cable  industry  is  in  danger  of 
being  steamrollered  by  the  phone  com- 
panies," says  John  Waller,  who  brokers 
cable  deals.  Competition  has  already  re- 
placed cooperation  in  the  wake  of  the 
failed  Bell  Atlantic-TCl  deal  and  a  scut- 
tled alliance  between  Southwestern  Bell 
and  Cox  Enterprises.  Bell  Atlantic  is 
still  open  to  cable  investments,  but  it 
is  focusing  on  less  costly  joint  ventures. 

Just  as  the  Baby  Bells  have  an  ad- 
vantage over  cable,  big  cable  companies 


A  BIG  COMEDOWN 


Cutbacks  by  leading  cable  operators 


TELE-COMMUNICATIONS  (10.2  million  subscribers)  Suspend- 
ed $500  million  of  capital  spending.  Says  regulations  could 
cost  it  $300  million,  or  16%,  of  1  993  cash  flow.  

TIME  WARNER  CABLE  (7.1  million  subscribers)  Cut  $100 
million  from  $800  million  capital  budget.  Analysts  estimate 
1  994  cash  flow  w  ill  drop  $90  million,  or  9%. 

CABLEVISION  SYSTEMS  (2.3  million  subscribers)  Laying 
off  1 60  staffers,  out  of  6,000,  and  revising  employee  benefits 
to  save  $20  million  annually. 

SOURCE:  COMPANY  REPORTS,  BROWN  BROTHERS  HARRIMAN,  OPPENHEIMER  &  CO. 


add  new  services. 
And  they  support 
a  bill  in  the  U.S. 
Senate  that  would 
allow  cable  compa- 
nies to  offer  phone 
service  in  their  re- 
gions two  years 
before  the  Baby 
Bells  can  offer 
video.  After  years 
of  poisoned  rela- 
tions with  Wash- 
ington, cable  exec- 
utives are  hopeful: 
"There  have  been 
indications  from 
the  FCC  that  the  rate  cuts  are  behind  us; 
now  let's  move  forward,"  says  Brian  L. 
Roberts,  president  of  Comcast  Corp. 

Meantime,  Comcast  and  other  opera- 
tors are  scrambling  for  growth  in  other 
areas.  They're  expanding  aggressively 
overseas,  where  telecommunications 
markets  are  less  regulated.  At  home, 
they're  focusing  on  adding  such  unregu- 
lated services  as  premium  and  pay-per- 
view  channels,  and  transactional  busi- 
nesses, such  as  home  shopping.  This  is 
an  unexpected  bonanza  for  premium  ser- 
vices such  as  HBO.  Home  Box  Office  Inc. 
Chairman  Michael  J.  Fuchs  says  he  con- 
sidered starting  a  mini-pay  channel- 
roughly  $5  vs.  $9  to  $12  a  month— to 
sell  to  hungry  operators.  Instead,  Fuchs 
is  dividing  HBO  into  separate 
premium  channels.  Other  pay 
services  also  have  good 
prospects:  The  Golf  Channel 
has  raised  $60  million  from 
six  cable  operators. 

With  the  growth  of  such 
pay  services,  basic  networks 
will  be  hard-pressed  just  to 
hold  on  to  their  audience. 
Some  are  responding  by 
starting  spin-off  channels.  The 
Arts  &  Entertainment  Net- 
work, for  example,  plans  to 
launch  a  second  service,  the 
History  Channel,  this  fall.  Be- 
cause of  the  rate  cuts,  says 


El 
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A&E  President  Nickolas  Davatzes,  the 
new  network  will  take  one-third  longer 
to  turn  a  profit. 

Notwithstanding  the  Cassandras  in 
the  cable  industry,  some  experts  believe 
that  the  FCC  rulings  will  actually  have 
some  unintended  benefits.  In  seeking 
new  sources  of  unregulated  revenue, 
says  Rattner,  cable  companies  could  de- 
velop the  next  generation  of  program- 
ming concepts— raw  material  for  the  In- 
formation Superhighway. 

In  addition,  cable  executives  point  out 


that  their  programming,  technology,  and 
systems  are  still  plenty  attractive  to 
other  players  who  want  a  lane  on  the 
data  highway.  Privately,  they  predict  a 
round  of  deals  between  cable  and  long- 
distance phone  companies  such  as  MQI 
Corp.  and  Sprint  Corp.  Certainly,  the 
Baby  Bells  aren't  about  to  claim  victory: 
"This  is  a  resilient  group  of  en- 
trepreneurs," says  Cullen,  "who've  man- 
aged to  find  their  way  around  and 
through  a  lot  of  obstacles." 

Still,  think  back  just  six  months,  when 


the  cable  industry's  elite  seemed  to  wn 
the  world.  Comcast's  Roberts  was  iithf 
thick  of  a  $10  billion  battle  for 
Paramount  Communications  Inc.  CMe- 
vision's  Dolan  was  entertaining  njt 
billion-dollar  offers  for  his  company,  fed 
TCl's  Malone  had  engineered  one  ofehc 
largest  deals  in  U.  S.  corporate  hisilry. 
It  will  take  more  than  Cajun  cookirrto  I 
bring  back  those  highs. 

By  Mark  handler  in  New  York,  %t\\  j 
Ronald  Grower  in  Los  Angeles  and  Wiv 
Rebello  in  San  Francisco 


WHY  IS  THIS  MAN  SMILING? 


For  an  impresario  such  as  Ted 
Turner,  the  Apr.  14  launch  of 
Turner  Classic  Movies  was  a 
messy  affair.  Standing  on  a  platform  in 
Times  Square,  Turner  pulled  a  cere- 
monial lever  to  switch  on  his  new  cable 
network.  But  just  then,  two  taxis 
crashed  less  than  100  feet  away.  Trans- 
fixed by  the  celluloid  icons  on  a  giant 
TV  screen  above  the  square,  Turner 
seemed  not  to  notice. 

It's  like  that  these  days  at  Turn- 
er Broadcasting  System  Inc.  As  the 
cable-TV  industry  crashes  around 
it,  Turner  is  racing  to  launch  new 
networks,  break  into  overseas  mar- 
kets, and  expand  beyond  cable.  His 
urgent  strategy  underscores  the  di- 
lemma facing  cable  programmers: 
Turner's  networks— CNN,  TBS,  and 
TNT— are  still  the  engines  of  his  em- 
pire. But  reregulation  has  slowed 
their  growth  and  made  it  tough  to 
start  successful  services. 
real  troupers.  Turner  Classic  Mo- 
vies, for  example,  is  being  launched 
with  only  1  million  subscribers.  And 
800,000  of  those  are  getting  it  via 
satellite,  not  cable.  Contrast  that 
with  Turner's  TNT  movie  channel, 
which  debuted  in  1988  with  a 
record  17  million  subscribers.  Turn- 
er executives  concede  they  have 
struggled  for  distribution.  But  they 
say  cable  operators  will  be  hungry 
for  their  offerings  once  the  dust 
from  reregulation  settles  and  chan- 
nel capacity  expands:  "The  cable 
industry  can't  shut  itself  down," 
says  Terence  F.  McGuirk,  executive 
vice-president  of  TBS.  "It  has  to  contin- 
ue fostering  new  programming." 

While  McGuirk  mulls  new  channels- 
he  says  he  has  looked  at  20  proposals 
in  the  past  year— TBS  had  better  pay 
attention  to  its  core  franchises.  Rat- 
ings at  CNN  declined  in  the  1993-94 
season  partly  because  Federal  Com- 


munications Commission  rules  forced 
operators  to  move  the  channel  around 
on  the  TV  dial.  However,  viewers  also 
flocked  to  a  rejuvenated  CBS  and  its 
rival  broadcast  networks.  Flat  adver- 
tising revenue  at  both  CNN  and  Head- 
line News  Network  helped  to  drive 
down  Turner's  operating  profit  from 
$80  million  in  last  year's  first  quarter 


TURNER  WITH  (FROM  LEFT)  ARLENE  DAHL,  JANE 
POWELL,  CELESTE  HOLM,  AND  VAN  JOHNSON 


to  $30  million  in  the  1994  first  quarter. 

To  restore  growth,  the  man  behind 
CNN  is  expanding  even  more  overseas. 
Last  year,  Turner  launched  TNT  and 
his  new  Cartoon  Network  in  Europe 
and  Latin  America.  TBS  also  bought 
into  a  German  TV  news  station,  its 
first  effort  in  local  news  programming. 
And  the  company  will  broadcast  to 


Asia  on  the  new  Apstar-1  satelli| 
competing  with  Rupert  Murdoch's 
TV.  How  will  the  Cartoon  Netwcj 
play  in  Colombia?  "No  matter  wl| 
country  you're  in,  Huckleberry  Hoil/ 
is  still  blue,"  says  Scott  Sassa,  vifr 
president  for  entertainment. 

In  fact,  Huckleberry  may  be  bluft 
at  home  in  the  U.  S.  The  Cartoon  Nfc- 
work,  which  uses  classic  'toons  si£ 
as  The  Flintstones  from  TurneB 
Hanna-Barbera  Productions  Inc.i- 
brary,  broke  even  last  quarw 
thanks  to  high  ratings.  But  limiiid 
channel  capacity  and  reregulatfe 
means  its  subscriber  base  wol 
budge  much  past  the  current  1 1 
million  homes. 

LOST  air.  TBS's  new  offerings  hte 
also  had  trouble  reaching  subscrt- 
ers  because  many  cable  systel 
are  turning  over  three  channs 
each  to  new  services  sponsored  y 
NBC,  Fox,  and  ABC  to  help  settle! 
legal  dispute  with  the  broadcav 
ers.  Turner  Classic  Movies  hasp 
breakeven  half  that  of  Cartoon.  II 
unlike  Cartoon,  which  is  an  adv!- 
tising-supported  network,  Turrr 
sells  TCM  as  an  ad-free  service  | 
basic  or  premium  cable. 

With  all  the  trouble  in  cable,  \ 
no  wonder  Ted  Turner  has  foeusj 
much  of  his  attention  lately  on  li 
recently  acquired  Hollywood  stui- 
os,  Castle  Rock  Entertainment  ai 
New  Line  Cinema  Corp.  He  a'9 
hasn't  given  up  on  owning  a  bro;- 
cast  network.  And  he  even  look! 
at  Home  Shopping  Network,  a  call 
service  that  avoids  some  of  the  rejsf 
latory  woes  because  it  is  supported  ir 
transactions,  not  advertising.  TurneS 
future  still  hinges  on  programmir, 
though.  And  until  cable's  traffic  ac- 
dent  is  cleared  up,  he'll  have  to  step 
through  the  wreckage. 

By  David  Greising  in  Atlan 
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Ten  years  ago  we  began  flying  passengers  back  from  the  brink  of  extinction.  Our  Assisting  Nature  Conservation 
effort  has  helped  preserve  over  90  threatened  species  by  supporting  field  studies  and  educational  projects  around 
the  world.  It's  just  part  of  our  ongoing  programme  to  preserve  the  environment,  whether  it's  recycling,  emissions 
control  or  even  fuel  efficiency.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 

British  Airways 


The  world's  favourite  airline ": 


COMEBACKS ! 


A  SECOND  WIND 
IN  THE  WINDY  CITY? 


"Cash"  Mahlmann,  former  head  of  the  CBOT,  tries  for  a  comeback 


The  secret  membership  vote  is  one 
of  the  more  arcane  customs  still 
practiced  by  the  tradition-bound 
Chicago  Board  of  Trade.  When  it  comes 
time  to  elect  a  new  member,  a  wooden 
box  is  passed  around  among  the  direc- 
tors .so  they  can  anonymously  drop  in  ei- 
ther a  white  ball  (yes)  or  a  black  cube 
(no)  to  signify  their  choice.  As  four-term 
chairman  of  the  futures  exchange  during 
the  1980s,  Karsten  "Cash"  Mahlmann 
used  to  count  those  balls  and  cubes.  But 
now,  as  he  tries  to  recharge  a  career 
grounded  by  scandal,  his  fate  hangs  in 
the  balance  of  just  such  a  vote. 

For  most  of  his  adult  life,  the  56-year- 
old  Mahlmann  was  a  fixture  on  the  Chi- 
cago commodities  scene.  A  German  emi- 
gre who  started  as  a  runner  on  the 
trading  floor,  he  rose  to  chairman  of  the 
Stotler  Group,  once  one  of  Chicago's  top 
commodities  firms.  Elected  chairman  of 
the  Chicago  Board  of  Trade  (CBOT)  for 
the  first  time  in  1987,  he  routinely 
stormed  Capitol  Hill  to  defend  an  indus- 
try under  fire.  But  in  1990,  when  Stotler 
imploded  amidst  charges  of  financial  ir- 
regularities, Mahlmann  quit  his  CBOT 
post,  declared  bankruptcy, 
and  joined  a  small  trading 
office  in  London. 
HARD  FEELINGS.  Since  then, 
Mahlmann  has  worked 
hard  to  gain  the  confidence 
of  his  new  bosses  at  the 
Dutch  banking  giant  In- 
ternationale Nederlanden 
Bank  (ING).  They  have 
been  happy  enough  with 
his  performance  that  they 
recently  tapped  him  to 
head  their  new  Chicago 
trading  operations.  The 
one  big  hurdle  is  Board  of 
Trade  approval.  And  the 
secret  vote,  slated  for 
June,  is  no  sure  thing. 

Hard  feelings  persist  at  the  CBOT 
about  the  Stotler  affair.  It  didn't  help 
that  Mahlmann's  application  for  mem- 
bership arrived  last  month  just  as  the 
exchange  agreed  to  pay  a  record 
$.'300,000  fine  to  settle  regulatory  charg- 
es stemming  from  the  case  (the  CBOT  is 


responsible  for  overseeing  the  finances 
of  its  member  firms).  Mahlmann  has  re- 
sponded with  a  behind-the-scenes  lob- 
bying campaign,  hiring  well-connected 
lawyers  and  asking  influential  CBOT 
members  for  support.  But  some  col- 
leagues aren't  buying  it.  "I  was  shocked 
that  he's . . .  being  brought  back,"  says 
Gerald  F.  Corcoran,  chief  operating  offi- 


I 


utives  settled  charges  with  the  (pi- 
modity  Futures  Trading  Commisftn 
(CFTC)  and  the  Securities  &  Exch« 
Commission,  the  regulators  neveric- 
cused  Mahlmann.  Notes  Ralph  Golfer 
berg,  the  Board  of  Trade's  second  'iee- 
chairman:  "He  had  become  a  pas|vt 
investor  [in  Stotler]." 

Mahlmann's  fall  came  after  an  ard 
climb  to  the  top.  It  began  in  1957  vto 
the  20-year-old  son  of  a  Hamburg  gjfci 
merchant  boarded  a  U.  S. -bound  freftt 
er  in  order  to  learn  the  business  apt: 
mecca.  Mahlmann  found  a  place  infc 
cash  grain  business— the  source  of» 
nickname— buying  and  selling  the  acjia 
corn  and  wheat  rather  than  futures  j 
tracts.  He  lived  at  the  Chicago  Y 
and  routinely  walked  to  work  at  6  I 
"He  got  ahead  by  working  all  the  tp 
while  we  were  going  to  White  n; 


KARSTEN 
MAHLMANN  IN 
1990:  ENGULFED 
IN  SCANDAL,  HE 
RESIGNED  HIS 
POST,  DECLARED 
BANKRUPTCY, 
AND  MOVED  TO 
A  SMALL 
LONDON  FIRM 


cer  of  R.  J.  O'Brien  &  As- 
sociates, a  midsize  Chica- 
go firm.  "I  can't  see  people 
doing  business  with  him." 

Not  everyone  sees  it 
that  way.  Supporters  por- 
tray Mahlmann  as  an  un- 
witting victim  of  Stotler's 
dissolution.  Preoccupied 
with  nonstop  work  at  the 
Board  of  Trade  and  a  messy  divorce, 
they  say,  Mahlmann  lost  control  of  the 
firm  to  rival  executives  who  were  later 
targeted  by  regulators.  Although  Mahl- 
mann declined  to  be  interviewed  for  this 
story,  he  has  repeatedly  denied  wrong- 
doing. And  though  two  key  Stotler  exec- 


games,"  notes  longtime  colleague  Dor 
S.  White,  a  Florida  grain-market  c 
sultant. 

Mahlmann  joined  family-run  Stoi 
in  1963,  and  though  he  lacked  fori 
education,  he  developed  into  a  met; 
lous  administrator.  Harried  custom( 
worried  about  big  trades,  took  coml 
in  his  unflappable  demeanor.  He  pi 
pered,  buying  a  home  in  a  wealthy  si> 
urb,  and  raised  three  children  with  fe 
wife  Loretta,  a  Chicagoan  he  marriej  • 
year  after  arriving  in  the  city. 

When  Mahlmann  won  his  first  tej  * 
as  CBOT  chairman,  his  life  changed  dijJi' h 
tic-ally.  He  left  his  wife  for  a  Stotler  (l 
[ilovcc  -0  years  his  junior,  a  m<« 
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Before  pj  (an  join  the  Tall  Ships'  (rein, 


youve  ?ot  to  learn  the  ropes. 


et  involved  with  OpSail,  the  crew  that  brings  the 
ill  Ships  to  New  York.  Just  send  this  coupon  to  the 
ddress  below.  You'll  get  the  OpSail  Poster.  And 
•pSail  News,  the  biannual  insiders'  newsletter, 
ou'll  be  informed  about  Tall  Ships  training,  OpSail 
'imposiums,  and  events  around  the  world.  Not  to 
lention,  you'll  also  know  a  cutter  from  a  ketch. 


?nd  to:  OpSail  News 
Greenwich  Plaza,  Suite  100 
reenwich,  CT  06830 
!03)  629-4600 


NAME: 


ADDRESS:. 
CITY:  


STATE:. 


ZIP: 


Operation  Sail  is  made  possible  by  the  generosity  of  others. 
Your  contribution  is  greatly  appreciated  and  is  tax-deductible. 


OPERATION  |  SAIL,  INC. 

Operation  Sail  is  a  nonprofit  organization  dedicated  to  sail  training  and  goodwill  among  nations. 


capability :  executive  programs 


EUROPE'S  GREA 
EXPECTAT 


Executive 
programs 


■  'opynght  1994  McGraw-Hill,  hi 


The  1994  Business  Week 
Europe  Roundtable  of  Chief 

Great  Expectations:  Europe,  China, 

Date:  November  3-4,  1994 
Place:  The  Regent  Hotel,  London 

Shifting  Labor  Practices.  Stream- 
lined Organizational  Models.  Bold 
Political  Transitions.  Mounting 
Environmental  Pressures. 

To  help  Europe's  largest  corpora- 
tions seize  the  opportunities  of 
their  changing  business  landscape, 
Biniiiess  Week  will  assemble  the 
foremost  leaders  of  European 
enterprise:  The  1994  Business 
Week  Europe  Roundtable. 

For  a  select  group  of  corporate 
co-sponsors  our  annual  Europe 
Roundtable  is  a  rare  opportunity 


Executives 

The  Emerging  Markets 


to  exchange  ideas,  insights,  and 
perspectives  with  the  CEOs  of 
Europe's  largest  corporations. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


mi 

nds  say  alienated  partners  at  the 
i.  He  became  enamored  of  his  role  as 
istry  spokesman,  and  by  the  time 
,ler  went  public  in  1988,  he  had  little 
-to-day  contact  with  the  firm.  Al- 
ign he  remained  Stotler's  chairman 
largest  shareholder,  his  office  was 
i  for  storage.  "In  hindsight,"  says 
A.  Backman,  one  of  his  attorneys, 
should  have  just  resigned." 
s  CBOT  chief,  Mahlmann  made  more 
1  20  trips  annually  to  Washington, 
re  he  helped  convince  Congress  to 
ithorize  the  CFTC,  a  regulatory  body 
ty  critics  considered  too  lax.  At 
ie,  he  remained  stoic  and  defiant 
>ugh  crises  ranging  from  the  1987 
k-market  crash  to  the  1989  Federal 
eau  of  Investigation  trading-floor 
y.  Mahlmann  put  in  so  many  hours 
tecame  the  first  exchange  chairman 
rded  a  salary.  He  moved  to  a  condo 
g  Chicago's  glitzy  Gold  Coast,  trav- 
first-class  around  the  world  on  ex- 
lge  business,  and  indulged  his  pas- 
for  imported  automobiles, 
totler,  meanwhile,  was  plunging 
nihil,  sapped  by  a  costly  expansion 
Latin  America  and  an  ill-fated  buy- 
of  an  Iowa  brokerage.  Regulators 
•ged  that  to  meet  capital  require- 


ments, the  firm  used  money  from  its 
public  commodity  funds  to  support  oper- 
ations. When  the  charges  came  to  light 
in  mid-1990,  Mahlmann  tried  to  hang  on 
as  exchange  chairman  by  deflecting 
blame  to  other  Stotler  executives.  But 
fellow  CBOT  directors  forced  him  out. 

His  unlikely  savior  was  Leslie  Rosen- 
thal, a  political  foe  at  the  exchange  who 
needed  help  in  his  firm's  London  office. 


Will  the  Board  of  Trade 
readmit  its  former  chairman? 
"He's  coming  hat  in  hand," 
says  a  friend 


"We  wouldn't  have  had  a  chance  at  that 
high-quality  a  guy  unless  he  was  down 
on  his  luck,"  Rosenthal  explains.  The 
job  was  a  godsend,  allowing  Mahlmann 
to  sort  out  mounting  legal  woes  from  a 
distance.  It  also  provided  sorely  needed 
income:  His  Stotler  stake  valued  at  zero, 
Mahlmann  had  filed  for  bankruptcy  in 
1991  with  debts  of  $2  million  and  assets 
of  $360,000. 


In  London,  Mahlmann  moved  into  a 
modest  flat  with  his  new  wife  and  distin- 
guished himself  by  merging  Rosenthal's 
London  office  into  a  trading  firm  later 
acquired  by  ING.  He  expanded  the  com- 
bined firm— ing  Derivatives  Ltd.— build- 
ing a  franchise  among  London  options 
traders. 

Then  last  January,  the  U.  S.  arm  of 
the  Dutch  bank  bought  out  another  firm 
Rosenthal  had  started  in  Chicago  called 
Quantum  Financial  Services  Inc.  Rosen- 
thal left  to  concentrate  on  his  original 
firm,  and  ing  decided  to  give  Mahlmann 
the  job.  Told  the  CBOT  might  block  his 
appointment,  the  bank  decided  to  perse- 
vere. "To  make  him  a  scapegoat  would 
not  be  very  American,"  declares  Hans  D. 
Bartges,  president  of  ing  Capital  Hold- 
ings in  New  York. 

Since  the  vote  is  secret,  there's  no 
telling  what  will  happen  in  June.  Many 
insiders  predict  Mahlmann  will  get  the 
two-thirds  margin  he  needs— as  long  as 
he's  willing  to  beg  the  CBOT's  power  bro- 
kers for  a  second  chance.  "He's  in  the 
process  of  making  those  phone  calls," 
says  Rosenthal.  "He's  coming  hat  in 
hand."  For  Cash  Mahlmann,  that  indig- 
nity may  be  the  hardest  part  of  all. 

By  Greg  Burns  in  Chicago 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


"Don't  take  chances. ..Get  the 
ultimate  protection:  Back-UPS 
fromAPC." 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS®  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


APC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
are  safe1.  


AMERICAN  POWER  CONVERSION 

800-800-4 APC,  dePt.J3 


Local  phone  and  fax  for;  Germany  -  Fax:  089.950.51 .66,  United  Kingdom  -  Fax:  81 .667.1947.  France  •  NoVert:  05.09.24.07 
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Reusing  recipes  that  have  satisfied  custom* 

around  the  world  is  the  best  way 

to  serve  your  information  system.  "    - : 


When  you're  a  connoisseur  of  business  performance, 
you  expect  IT  solutions  prepared  to  perfection  —  and 
ready  exactly  when  you  need  them.  As  a  world 
leader  in  IT  services,  we  meet  orders  like  this  by 
drawing  from  a  storehouse  of  global  experience, 
judiciously  selecting  the  elements  that  will  prove 
most  effective.  By  customizing  reliable  methods, 
tools  or  existing  software,  we'll  prepare  the  ideal 
combination  to  please  your  specific  appetite,  fast. 
We'll  also  adjust  the  mix  with  emerging  competitive 
technologies  to  keep  you  ahead  well  into  the  future. 
We'd  like  to  invite  you  to  taste  how  our  transnational 
expertise  combines  reliable  business  solutions  with 
innovation.  We  think  you'll  be  more  than  satisfied. 
To  contact  us,  please  call  (212)  944-6565,  ext.  444. 

Total 
Respect 

FOR  YOU  •  FOR  YOUR  COMPANY  • 
FOR  YOUR  CLIENTS  •  FOR  YOUR  INVESTMENTS  • 
FOR  YOUR  FREEDOM  •  FOR  YOUR  FUTURE 


CAP  GEMINI  SOGETI 

EXPERTISE  IN  INFORMATION  TECHNOLOGY" 


I 


Personal  Business 


A    SPECIAL  REPORT 


In  a  few  short  years,  today's  personal-communications  gear  will 
seem  as  dated  as  rotary  phones  and  typewriters.  Whatever  your 
needs — e-mail,  faxing,  on-line  information,  mobile  calling — the 
world  will  be  right  there  in  your  hand.  Flawless  data  transmission 
will  be  possible  wherever  you  are,  whenever  you  want. 


D  BY  AMY  DUNKIN 


HARDWARE 


MART,  USEFUL— AND  THEY 
fOM'T  PUT  A  SAG  IN  YOUR  SUIT 


Io  one  is  scheduled  to 
pick  up  the  baby  from 
day  care,  you  sudden- 
member  shortly  before 
iash  off  to  a  critical  mar- 
g  meeting.  So  you  pull 
four  pocket  phone,  call 
spouse's  pager,  and  zap 
1  urgent  electronic  mes- 
Moments  later,  a  news 
arrives  on  the  personal 
il  assistant  (PDA)  inside 
briefcase.  The  sales 
es  you're  taking  to 
meeting  have  been 
3d. 

e  latest  wireless  won- 
are  helping  busy  peo- 
ceep  in  touch  with 
home  and  office.  No 
r  essential  tools  just 
<ecutives,  these  gad- 
are  reinventing  rou- 
communications  in 
that  no  one  could 
foreseen  just  a 
le  ago. 

DAYS.  When  the  first 
rr  commuriication  sys- 
vas  activated  in  Chi- 
on  Oct.  13,  1983, 
predicted  that  fewer 
1    million  people 
i  use  such  services 
e  year  2000.  The  re- 
By  the  end  of  1993, 
were  more  than  16 
<n  cellular  phone  sub- 
irs,  with  14,000  new 
joining  in  every  day, 
ding  to  the  Cellular 
ommunications  Indus- 
issn. 

lat's  more,  nearly  19 
>n  Americans  of  all 
js  are  carrying  pag- 
levices  once  associat- 
imarily  with  doctors, 
reps,  and  certain 
nal  elements.  PDAs 
;till  in  their  infancy, 
ey're  not  that  wide- 
id  yet.  But  as  the 
srs  perfect  these 
y  communications  de- 


vices, they  may  become  indis- 
pensable tools  as  well.  As 
Herschel  Shosteck,  a  Silver 
Spring  (Md.)  wireless  commu- 
nications market  researcher, 
puts  it:  "Everything  in  wire- 
less is  growing  by  leaps  and 
bounds." 

As  usage  proliferates,  the 
hardware  is  getting  cheaper, 
smaller,  and  more  sophisticat- 
ed. Ten  years  ago,  for  exam- 


ple, most  cellular  phones  were 
"luggable"  8- to- 11-pound  mod- 
els that  required  their  own 
shoulder  bag.  But  today,  the 
most  popular  style,  the  hand- 
set phone,  weighs  in  at  a 
mere  4  to  6  ounces  and  fits  in 
a  jacket  pocket  or  purse  with- 
out telltale  bulges.  Take  Mo- 
torola's sleek  Microtac  flip 
phones,  which  range  in  price 
from    $200   to    $720.  The 


WIRELESS  WONDERS 


Make-model/Price* 

Features 

CELLULAR  PHONES 

NOKIA  232 
$799 

The  6.5-oz.  unit  connects  to  a  laptop  com- 
puter to  send  data.  Can  program  four  num- 
bers for  one-touch  speed  dialing. 

AUDI0V0X  MVX-750 
$499 

Has  "silent  ring"  option  that  alerts  owners  to 
incoming  calls  with  lights. 

PAGERS 

MOTOROLA  ADVISOR 
$349 

By  far  the  most  popular  model  offered.  A 
four-line  LCD  screen  displays  messages  and 
e-mail  as  well  as  phone  numbers. 

MOTOROLA 
MEMO  EXPRESS 
$250 

A  two-line  LCD  screen  scrolls  to  reveal  text 
messages.  Can  store  more  than  1 5 
messages;  comes  in  variety  of  colors. 

pdas/personal  communicators 

APPLE  NEWTON 
MESSAGE  PAD  110 
$800 

Equipped  with  a  "paging  card,"  the  New- 
ton can  receive  stock  quotes,  news  flashes, 
and  e-mail.  To  send  messages  still  requires 
an  optional  modem  card. 

BELLSOUTH  SIMON 
$900** 

A  phone  that  can  act  as  pager,  e-mail  ter- 
minal, and  fax  machine.  Touch-sensitive 
and  built-in  software  helps  owners  keep 
track  of  phone  numbers  and  appointments. 

MOTOROLA  ENVOY 
$1,500** 

A  "next-generation"  PDA  due  out  soon,  its 
focus  is  wireless  data  communications.  Spe- 
cial software  will  allow  for  connection  to  on- 
line services  such  as  America  Online 
and  AT&T's  PersonaLink. 

'Suggested  retail.  Actual  prices  vary 

"Estimated                                                     DATA:  BUSINESS  WEEK 

mouthpiece  folds  over  the 
keypad  to  make  the  unit  com- 
pact and  to  protect  the  deli- 
cate push  buttons  when  the 
phone  is  not  being  used. 

A  small  size  doesn't  mean 
the  buyer  has  to  skimp  on 
features.  At  a  suggested  retail 
price  of  $799,  Nokia  Mobile 
Phones'  Nokia  232  measures 
less  than  six  inches  in  length 
but  incorporates  a  three-line 
liquid  crystal  display 
screen  that  keeps  users 
informed  of  signal 
strength  and  battery  life. 
The  easy-to-read  display 
also  helps  owners  program 
often-called  numbers  and 
lock  up  codes  to  prevent 
unauthorized  use.  The 
phone  has  a  built-in  jack 
that  connects  to  specially 
designed  computer  mo- 
dems so  laptop  users  can 
send  and  receive  e-mail 
and  faxes  wirelessly. 
nearly  free.  It's  hard  to 
consider  the  cost  of  a  cel- 
lular phone  without  fac- 
toring in  the  monthly  ser- 
vice charges.  Often, 
service  providers  pay 
commissions  to  retailers 
to  get  them  to  sign  up 
new  customers.  This  al- 
lows retailers  to  practical- 
ly give  away  the  phones 
as  a  sales  incentive.  It 
helps  to  offer  phones  that 
have  a  lot  of  built-in  fea- 
tures. The  Audiovox 
MVX-750  is  used  by  many 
cellular  service  providers 
for  its  array  of  options,  in- 
cluding a  silent  ring  that 
causes  the  device  to  flash 
on  incoming  calls.  The 
phone  is  also  geared  to 
take  advantage  of  extra 
services  that  a  provider 
may  offer  a  new  subscrib- 
er. One  of  the  most  useful 
directs  incoming  calls  to  a 
voice-mail  system  when- 
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ever  the  phone  wanders  out 
of  range  of  the  cellular  net- 
work. The  subscriber  can  get 
voice-mail  access  at  the  touch 
of  a  button.  Retailing  for 
$499,  the  MVX-750  can  be 
had  for  almost  nothing  when 
offered  as  part  of  a  service 
package. 

TAILORED  PLANS.  Cellular  rates 
vary  according  to  where  you 
live  and  at  what  time  you 
tend  to  make  and  receive 
calls.  In  the  metropoli- 
tan New  York  area,  for 
example,  consumers 
have  a  choice  between 
Nynex— the  local  Baby 
Bell— and  Cellular  One, 
a  unit  of  McCaw  Cellu- 
lar Communications. 

Each  company  offers 
several  service  plans. 
Generally,  frequent  us- 
ers pay  higher  monthly 
charges  and  lower  per- 
call  rates,  while  people 
who  have  cellular 
phones  for  the  occasion- 
al emergency— say, 
when  their  car  breaks 
down  on  the  road— pay 
less  per  month  but 
more  per  call.  Under 
Nynex's  Leisure  plan, 
for  example,  subscrib- 
ers pay  90  cents  per 
minute  of  talk  time  dur- 
ing business  hours  on 
top  of  a  $30  monthly  ac- 
cess fee.  Under  Nynex's 
Simplicity  plan,  peak 
rates  range  from  410  to 
60<P  per  minute  and  $26 
to  $40  per  month,  de- 
pending on  the  amount 
of  time  one  spends  on 
the  telephone. 

COLORFUL  BUNCH.  It  you 

need  to  be  in  touch  but  don't 
require  two-way  voice  com- 
munication, pagers  are  much 
more  economical.  Monthly  ser- 
vice fees  run  $8  to  $15  on  av- 
erage, a  fraction  of  the  cost  of 
cellular.  The  pagers  them- 
selves are  also  much  cheap- 
er. A  simple  beeper  that 
alerts  you  to  a  message  re- 
ceived at  an  answering  ser- 
vice can  be  bought  for  as  lit- 
tle as  $4;  more  typical  models 
cost  around  $50. 

With  a  push  to  the  mass 
market,  Motorola's  $119  Bravo 
pager  comes  in  vibra  pink,  bi- 
mini  blue,  totally  teal,  and 


other  designer  colors.  Bravos 
also  play  music  or  vibrate  to 
signal  a  message.  But  even 
as  pagers  make  a  fashion 
statement,  they  are  also  be- 
coming a  lot  more  functional. 

The  hottest  selling  beepers 
are  "alphanumerics"  such  as 
Motorola's  $349  Advisor  with 
four-line  liquid  crystal  display 
screens  that  can  communicate 
detailed  text  messages— "3:00 
with  Bob  Smith  changed  to 


and  faxes,  and  retrieve  news 
and  other  information. 

While  Apple  Computer's 
original  Newton  Message  Pad 
was  a  dud,  the  company  re- 
cently introduced  a  version 
that  does  a  better  job  recog- 
nizing an  individual's  hand- 
writing and  boasts  a  sleeker 
design. 

More  important,  to  address 
the  issue  of  wireless  communi- 
cation, owners  can  get  an  op- 


4:00"— when  connected  to  pag- 
ing services  such  as  SkyTel. 
Other  nationwide  paging  com- 
panies, such  as  MobileComm, 
offer  news  bulletins  and  stock 
quotes. 

Such  capabilities  in  the 
wireless  world  are  only  the 
beginning  of  a  communications 
revolution.  With  the  conver- 
gence of  the  personal  comput- 
er, telecommunications,  and 
consumer  electronics,  expect 
an  array  of  "intelligent"  elec- 
tronic devices  that  can  han- 
dle your  appointments,  trans- 
late your  written  commands 
to  type,  send  out  your  e-mail 


tional  $200  Motorola  pager 
card  that  receives  alphanu- 
meric messages  from  Mobile- 
Comm. The  specially  designed 
card  can  transport  the  mes- 
sage into  the  Newton,  mak- 
ing it  easier  for  busy  mobile 
workers  to  organize  their  con- 


BY  FALL,  LOOK 
FOR  PDAs  THAT 
CAN  TAP  INTO 
ON-LINE  SERVICES 


tacts.  If  the  message  j 
you,  for  example,  to  c! 
customer  at  10  a.m.  on  I 
day,  the  user  transfers 
message  to  the  elect] 
datebook,  and  the  New 
intelligence  will  block  ou 
time  to  make  the  call. 

And  by  storing  all  the 
es  from  a  particular  clien 
der  the  name,  as  well  as 
notes  of  conversations 
dates  and  times  called, 
have  a  handy  reco 
how  much  time 
spent  with  the  pa 
lar  person. 

Although  that  m 
the  Newton  a  beef 
one-way  pager,  o 
manufacturers  are 
ing  hard  on  giving 
true  two-way  wir 
communications  ab 
Motorola,  for  insta 
is  expected  to  begin 
ing  its  Envoy  PDA 
the  end  of  this  sum 
for  an  estimated  $1, 
The  device  will  fea 
a  special  wireless 
dem,  which  allows 
sonal  computers 
share  files  and  data 
telephone. 

In    fact,  when 
leased,  the  Envoy 
come  bundled  with  : 
ware  that  will  a 
owners  to  tap  into 
line  services  such 
America  Online 
AT&T's  PersonaLink 
vices— information  b 
that  traditionally 
served  only  PCs. 
BLURRED  LINE.  Other 
vices,    such  as 
South's  Simon,  will 
ine  between  cellular  t 
phone,  pager,  and  PDA. 
$900  unit,  which  is  also 
pected  to  hit  the  market 
the  end  of  this  summer,  lei 
more  like  a  traditional  celliju 
phone.  Instead  of  a  keyf 
however,  owners  would 
phone  numbers  using  a  toil- 
sensitive  screen  that  can  ; 
display  faxes,  e-mail,  and 
phanumeric  pages. 

Simon,  designed  by  III 
has  built-in  software  that  11 
keep  track  of  your  appo 
ments  and  contact  lists.  1 
one  step  closer  to  a  deve 
that  does  it  all.       Paul  h 


ill 
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You're  looking  at  several  market  views  —  in  search  of  a  single  investment. 

As  a  global  investor  managing  a  multi-asset  portfolio,  you  have  a  view  on  many  different  markets. 
Right  now,  for  instance,  you're  bullish  on  bonds  and  bearish  on  the  bank  sector. 

But  in  todays  hectic  markets,  you  don't  have  time  to  deal  with  multiple  transactions,  currency 
conversions,  legal  and  tax  complications. 

You  want  a  single  instrument  that  lets  you  take  a  position  on  each  of  these  views.  And  offers 
you  the  opportunity  for  greater  return. 

That's  why  you've  turned  to  a  team  of  professionals  who  can  combine  your  complex 
investment  strategies  into  one  denvative  security.  They  understand  the  underlying  values  of  all  the 
components  and  can  structure  your  denvative  for  optimal  performance.  They  distribute  and  trade 
derivatives  globally  And  they  create  and  maintain  secondary  markets. 

You  knew  what  you  were  looking  for.  And  found  it  all  in  one  place  —  with  one  phone  call. 

Leaving  you  more  time  to  watch  the  markets  for  a  change  in  view. 


MORGAN  STANLEY 


Frankfurt      Hongkong      London       Los  Angeles      Luxembourg     Madrid      Melbourne      Milan      New  York      Pans      San  Francisco      Seoul      Singapore    Taipei     Tokyo  Toronto 


Personal  Business 


DIAL  'R' 

FOR  REVOLUTION 


■  f  you  spend  much  of  your 
I  working  life  on  the  road, 
H  you  know  how  important 
cellular  phones,  pagers,  and 
beepers  are  for  keeping  in 
touch  with  the  rest  of  the 
world.  The  problem  comes 
when  you  want  to  get  your 
hands  on  that  big  report  the 
boss  issued  yesterday  or  the 
dozens  of  messages  left  on 
your  personal  computer.  Most 
cellular  services  are  great 
when  it  comes  to  conversa- 
tion but  leave  a  lot  to  be  de- 
sired for  sending  and  receiv- 
ing the  written  word. 

Not  for  much  longer, 
though.  The  wireless  world  is 
rapidly  filling  up  with  tongue- 


twisting  acronyms  that  in  the 
final  analysis  all  mean  the 
same  thing:  Technology  is  ad- 
vancing to  the  point  where 
the  flawless  transmission  of 
data  will  no  longer  require  a 
hard-wired  phone  or  computer 
network.  It's  not  quite  there 
yet,  but  by  next  year,  road 
warriors  will  be  arguing  over 
the  relative  merits  of  such 
new  wireless  data  services  as 
CDPD,  SMR,  and  ri>MA. 
no  static  AT  ALL.  They're  not 
as  daunting  as  they  sound. 
All  these  new  services  are  dif- 
ferent types  of  digital  trans- 
mission technologies.  That 
means  they  break  down  data 
into  ones  and  zeros  that  can 


be  sent  via  radio  waves  with- 
out static  or  interference. 
Subscribers  can  then  pull 
down  anything  from  brief 
e-mail  messages  and  stock 
quotes  to  lengthy  documents 
on  their  portable  fax,  laptop 
computer,  mobile  phone  with 
a  digital  readout  window,  or 
one  of  the  new  personal  digi- 
tal assistants  ll'DAsI  hitting 
the  market. 

For  the  moment,  just  two 
digital  services  are  widely 
available  that  are  designed 
for  two-way  data  transmis- 
sion. ARDIS,  available  in  about 
400  regions  around  the  coun- 
try, and  ram  Mobile  Data 
usa,  in  the  200  largest  cities, 


both  use  a  nationwide  sysjj 
of  radio  towers  to  send  tH 
only— neither     can  cal 
voice— to  dedicated  handlK 
computers.  RAM  has  the  fait* 
transmission    speed,  wlH 
ardis  has  the  stronger  sigK 
giving  it  better  building  p« 
tration.  Both  are  used  maim 
by  field  technicians  and  Sim 
representatives  to  send  iP 
receive  customer  data. 

If  you  don't  want  sue: 
specialized  service,  you  coSsios 
just  send  faxes  and  the  If 
over  existing  analog  celln 
phone  systems.  But  analoi 
subject  to  interference  t 
causes  transmission  bre 
and  glitches.  It's  not  sue 
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STORE  on  earth  has  lived  your  weekend  passions  like  Brooks.  Decades  of 
:perience  went  into  this  mesh  shirt.  Sure,  it's  $38  but  will  more  than  likely 
ive  your  handicap.  Ditto  the  $55  cotton  shorts-which  may  even  outlast  vour 
Kicky  iron.  Both  shirt  &  shorts  get  better  with  time.  Can  any  golfer  say  the 
ne?  For  the  store  nearest  you,  or  a  copy  of  our  catalog,  call  1-800-274-1816. 
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problem  for  a  voice  call— you 
can  just  repeat  the  sentence. 
But  interference  can  l>e  death 
for  critical  documents. 

The  cellular  phone  indus- 
try wants  to  rectify  this  prob- 
lem by  building  new  digital 
networks.  This  is  where  the 
battling  acronyms  come  in. 
Cellular  operators  are  divid- 
ed over  two  different  digital 
standards,  TDM  A  (for  time  di- 
vision multiple  access)  and 
CDMA  (code  division  multiple 
access).  The  technical  differ- 
ences probably  aren't  worth 
worrying  about,  only  the  end 
results.  ( 'DMA  offers  up  to  20 


year,  is  promising  a  1995  roll- 
out of  a  CDMA-based  network. 
If  all  this  either/or  between 
the  two  standards  is  giving 
you  a  headache,  you  can  at 
least  be  relieved  to  know  that 
most  handset  manufacturers 
are  coming  out  with  phones 
that  can  seamlessly  switch  be- 
tween the  two. 

Ultimately,  though,  digital 
cellular  is  really  not  the  best 
medium  for  data.  Its  main 
purpose  is  to  improve  the 
quality  of  voice  transmission; 
cellular  is  a  slow  and  costly 
method  for  sending  docu- 
ments. Cellular  subscribers 


taking  longer  than  expected 
because  of  technical  glitches 
and  disagreements  on  equip- 
ment standards,  but  McCaw 
is  promising  to  have  105  cities 
on  its  network  by  yearend. 
Bell  Atlantic  also  'just  started 
a  cdpd  service,  AirBridge,  in 
Baltimore,  Pittsburgh,  and 
Washington.  GTE  is  planning 
to  launch  a  third  cdpd  ser- 
vice, called  Mobilenet,  in  June. 

You  could  just  forget  about 
cellular  altogether.  Instead, 
consider  SMR,  or  specialized 
mobile  radio.  This  is  a  two- 
way  radio  dispatch  service 
widely  used  for  years  by 


WIRELESS  DATA  SERVICES:  LOTS  OF  CHOICES  COMING 


Type 


Possible  uses 


When  available 


RADIO-BASED  DATA  NETWORK  Customer  data 

Nationwide  system  of  radio  towers  that  for  field  workers 
sends  data  only  to  handheld  computers 


Now  from  ram  Mobile 
Data  USA,  ARDIS 


CELLULAR  DIGITAL  PACKET  DATA 

Very  fast  data  service  being  added 
to  existing  cellular  phone  networks 

SPECIALIZED  MOBILE  RADIO 

Two-way  radio  voice-dispatching  service 
used  by  taxis  and  trucks  that  is  being 
converted  to  digital 


Instant  credit-card 
verifications,  data- 
base access 


Slowly  rolling  out  now,  with 
McCaw  Cellular  Communi- 
cations in  lead 


Paging,  e-mail 


Nationwide  network  being 
put  in  place  over  next  two 
years  led  by  Nextel  Com- 
munications 


DIGITAL  CELLULAR 

Conversion  of  existing  analog  cellular 
voice  service  to  digital 


Faxes,  e-mail 


PERSONAL  COMMUNICATIONS  SERVICES  Stock  quotes, 

Like  digital  cellular  but  lower-powered  e-mail 


Rolling  out  now  in  many 
markets  by  most  cellular 
operators 

FCC  to  auction  licenses 
later  this  year,  service  two 
to  three  years  away 


times  more  capacity  than  con- 
ventional analog  cellular  sys- 
tems and  is  meant  to  be  more 
secure  from  eavesdropping. 
But  the  technology  has  yet  to 
be  thoroughly  field-tested. 
TDM  A,  though  it  offers  only  a 
sevenfold  increase  in  capacity 
over  analog,  is  already  up  and 
running  in  several  major  mar- 
kets. It  has  been  embraced 
by  the  Cellular  Telephone  In- 
dustry Assn.  along  with 
McCaw  Cellular  and  South- 
western Bell,  the  nation's  two 
largest  cellular  operators. 
PREGNANT  PAUSES.  Still,  CUM  A 
is  being  considered  by  several 
other  large  operators.  Air- 
Touch  Communications,  Pacif- 
ic Telesis'  cellular  operation 
that  was  spun  off  earlier  this 


DATA  BUSINESS  WEEK 

who  send  a  lot  of  data  might 
be  better  off  using  to  a  ser- 
vice that  employs  yet  another 
acronym,  CDPD  (cellular  digital 
packet  data  I.  cdpd  technolo- 
gy folds  data  into  electronic 
envelopes  that  are  sent  at 
very  high  speeds  during  paus- 
es in  cellular-phone  conversa- 
tions. By  adding  it  to  an  ex- 
isting analog  cellular  system, 
operators  can  transmit  data 
eight  times  faster  without 
having  to  go  to  the  trouble 
of  building  a  whole  new  digi- 
tal network. 

McCaw's  CDPD  service, 
called  AirData,  is  the  first  on 
the  market  and  so  far  is  only 
available  within  three  cities: 
Dallas,  Seattle,  and  Las  Ve- 
gas. Nationwide  availability  is 


truck  and  taxi  fleets.  Now, 
three  operators— Nextel,  Dial 
Page,  and  CenCall— are  con- 
verting their  SMR  networks  to 
digital  so  they  can  deliver 
both  voice  and  data  to  a  sin- 
glc  de\  ice.  smi;  systems  have 
less  radio  spectrum  to  work 
with  than  cellular  has,  but  the 
signal  can  roam  25  times  far- 
ther-, which  means  it's  cheaper 
to  build  a  national  network. 


SOON,  ONE  PHONE 
WILL  SUFFICE 
FOR  THE  SPOKEN 
AND  WRITTEN  WORD 


i 


smr  operators  say  that  'so 
means  their  service  will  )st 
10%  to  15%  less  than  cellar. 
Nextel  Communications,  ht 
largest  SMR  operator,  h;ds 
licenses  covering  21  state  sc 
it  shouldn't  have  any  prolit 
offering  nationwide  roarig 
once  its  network  is  up. 

POCKET  OFFICE.  But  SMR^s 

other  drawbacks.  Cellular 
phones  won't  work  witl 
and  the  handsets  that  dob 
bulkier  and  more  expense, 
And  so  far,  digital  SMR  ».  , 
vice  is  available  only  in  a 
Angeles.  Nextel  says  its  Bit; 
network  will  be  in  placjjt  . 
two  years. 

Wait  a  little  longer,  tho 
and  you  could  switch  to 
another  acronym.  PCS,  for 
sonal  communications  sei 
es,  is  expected  to  be  all  it 
rage  in  the  wireless  worl 
two  to  three  years.  The  ttr 
is  used  to  cover  a  wide  n 
of  wireless  services  incluof 
paging,  cordless  phones, 
data  transmissions.  Like  o 
lar,  PCS  will  use  radio  wais 
but  the  transmission  tov 
will  be  lower-powered 
closer  together,  so  that  \(M 
handsets  can  be  smaller 
service  costs  cheaper. 
PCS  will  be  digital  right 
the  start.  The  only  hoi  I 
at  this  point  is  the  Fed! 
Communications  Commissf 
which  has  delayed  the  auc 
of  2,500  spectrum  licensesl 
PCS  once,  to  this  fall  at  | 
earliest,  and  may  again.  Sd 
one  knows  for  sure  when 
technology  will  arrive.  But 
most  every  cellular  open 
plans  to  put  in  a  bid,  cp 
vinced  as  they  are  that  PC^ 
the  wireless  service  likely 
attract  the  most  consumer 

Wireless  visionaries  see  '■' 
ushering  in  an  era  of  J 
phone  for  both  the  home  1 
the  road.  By  the  end  of  i 
decade,  so  the  vision  goes,  j> 
scale  consumers  won't  sip 
out  of  the  house  withou; 
PCS-based  PDA  in  their  poo1', 
that  can  take  voice  calls,  ■> 
play  street  maps,  colli 
e-mail,  and  keep  track  of  i 
pointments  and  schedules, 
then,  with  all  the  wireb 
data  options  available,  . 
may  never  need  to  go  to 
office  again.   Catherine  Arf 
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THE  MOST  POWERFUL  PART 
OF  A  FALCON  JET 
IS  ONE  SIMPLE  IDEA: 

The  next  business jet  you  acquire  for  your  company  should  do  everything  well. 


f  it  is  a  Falcon  Jet,  it  will. 

saving  narrow  superlatives  and  one-sided  claims 
)thers,  Falcon  Jet  pursues  the  idea  of  meticulously 
anced  excellence-across  the  board.  Scoring  high  in 
ry  key  category.  Scoring  low  in  none. 
7or  example,  a  Falcon  Jet  is  always  fast,  yet  fuel  effi- 
it.  Trim,  yet  spacious.  As  remarkable  for  short-field 
abilities  as  for  long  cruising  range.  Highly  advanced 
lesign,  yet  gratifyingly  low  in  operating  costs. 


The  result-honed  over  generations  of  leadership  in 
aviation  technology-is  a  more  versatile,  more  productive, 
more  efficient  business  jet.  Translating  over  the  miles 
and  years  to  a  more  satisfying  ownership  experience. 

After  all,  isn't  this  your  idea  of  a  business  jet,  too? 
To  learn  more,  contact  Gene  Rainville,  Senior  Vice 
President  Marketing,  at  201-967-2746. 

Falcon  Jet 

Teterboro,  New  Jersey  07608 


CON 

3  The  original  business  trijet- -famed 
■or  "long-trips/short-trips"  versatility- 
pith  record-breaking  performance  and 
Iroud fighter  heritage. 


FALCON 


Q(30I3  (Sbvwn  above.)  The  largest 
Falcon  offers  4000  nm  range  and  the 
best  cabin  in  corporate  aviation,  yet  costs 
less  to  operate  than  other  large-cabin  jets. 


FALO.  >.Y 

20(30  ^rd'  inflight test'  this  remark- 
able widebody  twin  will  enter  service  in 
1994,  making  swift  and  comfortable  transcon- 
tinental flight  an  affordable  reality. 
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Personal  Business 


SECURITY 


IT'S  10:30.  DO  YOU  KNOW  WHO'! 
USING  YOUR  CELLULAR  CODE? 


Cellular  phone  owners 
who  start  to  receive  a 
slew  of  wrong-number 
calls  or  hang-ups  might  want 
to  peruse  their  next  monthly 
bill  extra  carefully.  They 
might  be  victims  of  a  growing 
high-tech  crime.  With  sophisti- 
cated scanners,  electronically 
adept  schemers  are  filching 
the  codes  needed  to  create  a 
"cloned  phone"  that  others 
then  use  to  make  and  receive 
unauthorized  calls.  Since  the 
clone  shares  the  same  codes 
and  phone  number  as  the 
original  phone,  any  calls  to 
the  clone  will  ring  on  both 
phones.  And  any  calls  dialed 
from  the  clone  will  get  billed 
to  the  legitimate  subscriber. 

Stolen  identification  codes 
present  a  thornier  security 
breach  for  the  cellular  indus- 
try than  electronic  eavesdrop- 
ping does.  While,  in  theory, 
corporate  spies  could  pluck 
valuable  proprietary  informa- 
tion from  unguarded  air- 
waves, it's  more  likely  that 
overheard  cellular  conversa- 
tions will  simply  prove  em- 
barrassing. Just  ask  Britain's 
Prince  Charles,  whose  amor- 
ous words  to  a  female  friend 
over  a  cellular  phone  became 
tabloid  fodder  last  year. 
NO  QUICK  FIX.  Back  in  the 
U.  S.,  both  the  federal  govern- 
ment and  the  cellular  indus- 
try took  action  to  secure  the 
wireless  paths  early  on.  In 
1986,  the  Electronic  Communi- 
cations Privacy  Act  made  it  a 
federal  offense  to  eavesdrop 
on  any  win  less  conversation. 
And  in  1992,  an  amendment 
banned  the  further  sale  and 
private  possession  of  radio 
scanners  and  other  devices 
that  can  tap  into  cellular-air- 
wave frequencies. 

Of  course,  well  meaning 
laws  haven't  deterred  crooks. 
Since  cellular  phones  are  basi- 


cally radio  transmitters,  it's 
difficult  to  track  down  air- 
wave pirates  who  already 
own  the  necessary  scanning 
equipment.  And  it's  virtually 
impossible  to  stop  thieves 
from  stealing  codes  without 
expensive  network  equipment 
changes  or  disrupting  service 
to  millions  of  cellular  phone 
owners.  Unfortunately,  there 
isn't  even  a  cost-effective  de- 
vice you  can  attach  to  your 


and  not  actual  voices.  Digital 
transmission  also  offers  oth- 
er tricks  to  thwart  thieves. 
By  breaking  up  each  code 
among  different  radio  frequen- 
cies according  to  a  random 
pattern,  digital  networks 
make  it  harder  for  someone 
to  find  a  complete  code  to 
steal.  Providers  might  also 
have  an  easier  time  pairing 
codes  with  a  particular 
phone's    unique  frequency 


existing  phone  to  scramble 
the  codes. 

As  new  digital  cellular  net- 
works are  installed  in  the 
U.  S.  over  the  next  few  years, 
the  hope  is  that  fraud  will  be- 
come less  of  a  problem.  Since 
those  networks  transmit  con- 
versations broken  up  in  the 
computer  language  of  ones 
and  zeros,  casual  eavesdrop- 
pers would  hear  only  "noise" 


characteristics,  creating  an 
electronic  "fingerprint"  that 
no  cloned  phone  could  ever 
recreate  precisely. 
SLEUTHING  SOFTWARE.  In  the 
meantime,  cellular  companies 
are  doing  all  they  can  to  stem 
the  estimated  $300  million  in 
losses  incurred  annually  as  a 
result  of  the  illegal  phones. 
Many  providers  are  installing 
new  computer  software  that 


can  spot  suspicious  activit  I 
most  immediately.  "A  !e 
years  ago,  we  could  onlypv 
a  fraudulent  account  by  lb 
ing  at  a  subscriber's  moAl; 
bills,"  says  Stewart  Mahoe 
director  of  fraud  preveiio] 
for  White  Plains  (N.Y.)-bsti 
nynex.  "Now,  we  can|e 
clones  on  our  network  wijri; 
30  minutes."  nynex  routM; 
alerts  subscribers  whe{  i 
spots  unusual  phone  actlir 
in  attempts  to  stop  any  s<pi 
before  they  get  out  of  hel. 

But  until  foolproof  afc 
guards  are  in  place,  code  li 
bers  will  be  on  the  looiu 
for  new  marks.  Cellular-pm 
companies  recommend  that 
avoid  falling  victim  to  crop 
schemes,  you  should: 

■  Keep  your  subscriber  a<et 
ments  and  any  other  dei; 
ments  that  contain  your  cje 
in  a  safe  place. 

■  If  you  don't  plan  on  man: 
overseas  calls  from  your  clu 
lar  phone,  have  the  provfe 
block  access  to  internatip 
dialing— making  your  c<fc: 
less  valuable  to  illegal  usjp. 
■Immediately  report  a  los§> 
stolen  cellular  phone  to 
service  provider.  Also,  re! 
any  suspicious  activity  on 
line.  If  you  receive  freq'  n 
wrong  numbers  or  hang-  s 
it  could  mean  someone  is  y 
ing  to  reach  a  cloned  pi  n 
that  has  your  codes. 

■  Challenge  any  question* 
charges  on  your  monthly  ii 
Service  providers  are  av'C< 
of  the  fraud  issue,  and  if 
get  ripped  off,  they  will  u: 
ly  be  willing  to  waive 
charges. 

■  Protect  the  phone  itsel| 
well  as  the  codes.  When 
don't  need  it,  lock  the  phi 
away  in  a  drawer  or  bi3 
case.  If  it's  a  car  phone, 
move  the  antenna  to  preMU 
unauthorized  use.     Paul  n< 
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Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
ot  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance  sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
yi  >ui  tcct. 


As  global  as  business  itself. 


Union  Bank 
of  Switzerland 


In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  1017] 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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His  name  is  Allan. 
He's  the  prospect  of  the  H 

He  doesn't  play  golf 
with  vendors. 
He  plays  hardball. 

He's  looking  for  answers. 
So  if  you've  got  questions 
they'd  better  be  good  onef 


He  was  brought  in  to  get ; 
results.  He  expects  the  sa 
from  you. 


ait 


Do  your  salespeople  know  how  to  sell  to  him? 


Introducing  the  all-new  Professional  Selling  Skills 
system — training  to  build  successful  business 
relationships  with  customers  like  Allan. 

Your  customers  have  changed.  The  Allans  of 
today  are  more  knowledgeable,  more  sophisticated, 
more  demanding.  They  don't  want  to  he  "sold";  they 
want  to  make  informed  buying  decisions. 

The  old  approaches  to  selling  don't  cut  it  any- 
more. To  he  effective,  your  salespeople  must  become 
your  customers'  trusted  business  consultants  and 
advisors.  And  at  the  same  time,  they  still  need  to 
make  their  numbers. 

The  Professional  Selling  Skills  (PSS)  system  helps 
your  salespeople  build  mutually  beneficial  business 
relationships — relationships  that  produce  results  for 
you  and  your  customers. 

The  all-new  system  enables  your  salespeople  to 
identify  and  understand  customer  needs — and  the 
business  objectives  behind  them.  It  teaches  them 
how  to  offer  relevant  solutions  that  position  your 


capabilities  in  distinctive  and  compelling  ways.  Arm; 
it  shows  them  how  to  respond  to  customer  indiffer- 
ence and  concerns  that  can  stall  or  block  a  sale. 

mm 

In  short,  the  PSS  system  builds  your  customers'  | 
long-term  success  as  well  as  your  own. 

Comprised  of  integrated  components  for  sales- 
people, sales  managers,  and  trainers,  the  PSS  systeij  jwi 
ensures  that  concepts  and  skills  are  transferred  to 
the  job — and  continuously  refined. 

Built  on  the  skills  and  strategies  that  have  benef) 
ed  more  than  two  million  sales  professionals  world 
wide,  this  is  the  training  you  need  to  turn  tough 
prospects  like  Allan  into  loyal  customers. 

To  learn  how  the  Professkmal  Selling  Skills  system 
can  henefit  you  and  your  customers, 
call  or  write  to: 

Learning  International 
225  High  Ridge  Road 
Stamford,  CT  06905 
1-800-456-9390,  ext.  68 


SATELLITE  TV 


HRIN KING  DISH 


|l  ver  the  years,  dis- 
Bgruntled  TV  junkies 

W  put  off  by  excessive 
,hly  cable  bills,  limited 
ramming,  and  shoddy 
mer  service  have  ditched 
cable  companies  and  in- 
;d  satellite  systems  in- 
.  Satellites  also  appealed 
be  viewers  who  were  in 
.  not  wired  for  cable, 
satellite  gear  is  ex- 
ve,  and  the  monster 
antennas  needed  to 
ire  signals  from  the 
id  satellites  hanging 

0  miles  above  the 
are  not  always  prac- 
For  one  thing,  a  tree 
building  can  block  re- 
>n.  Also,  a  number  of 
mnities  deem  huge 

1  eyesores  and  re- 
their  use. 

e  industry  is  about 
sh  up  new  alterna- 
te cable  TV  that  may 
late  a  few  hassles  of 
>igger  systems.  The 
al  Satellite  System 
from  DirecTV,  a  sub- 
■y  of  GM  Hughes 
ronics  and  a  joint 
ire  from  Primestar 
iers  promise  to  make 
on  so-called  direct 
cast  services,  or  DBS. 
ICE  TYKE.  The  DSS  sys- 
which  will  be  starting 
in  five  test  sites,  before  a 
lal  rollout  begins  in  the 
summer,  employs  an  18- 
metal  antenna  and  spe- 
itellite  receiver.  The  sys- 
promises  to  eventually 
ir  more  than  150  chan- 
f  laser-disk-quality  TV  im- 
and  compact  disk  sound, 
e  pizza-pan-size  antenna 
ires  signals  off  higher- 
i  red  digital  Ku-band 
es  satellites.  The  small 
ina  is  easily  concealed 
"in  some  cases  can  be 
ted  on  a  terrace  or  win- 


dowsill,  though  it  must  have 
an  unobstructed  view  of  the 
southern  sky.  The  basic  RCA 
DSS  receiver  and  dish  start  at 
$699.  RCA  claims  a  DSS  instal- 
lation will  cost  up  to  $200. 

DSS  subscribers  who  want 
most  of  the  channels  they've 
become  accustomed  to  on  ca- 
ble must  tap  two  program- 


Channel   and   costs  $21.95. 

To  figure  out  what's  on, 
subscribers  can  tap  into  an 
interactive  onscreen  program 
guide.  Also,  CommTek  Com- 
munications, a  publisher  of 
guides  for  C-band  systems, 
has  just  unveiled  Satellite  Di- 
rect, a  monthly  magazine 
aimed  at  DSS  owners  ($52  a 


ming  sources.  For  $7.95  per 
month,  Hubbard  Broadcast- 
ing's USSB  offers  a  basic  pack- 
age including  MTV,  Nickelo- 
deon, and  Lifetime.  USSB 
packages  that  add  premium 
channels  such  as  HBO  and 
Showtime  cost  up  to  $34.95 
per  month,  though  viewers 
will  have  the  TV  equivalent  of 
a  "multiplex"  theater,  with 
five  separate  HBO  channels  to 
choose  from,  for  example. 
USSB  will  also  serve  up  pay- 
per-view  movies.  DirecTV  pro- 
vides the  other  DSS  offerings. 
Its  current  lineup  includes 
CNN,  ESPN,  and  the  Weather 


year;  800  285-5454).  One 
drawback:  As  with  larger  C- 
band  systems,  most  viewers 
will  have  to  rely  on  a  regular 
television  antenna  or  cable  op- 
erator to  be  able  to  watch  lo- 
cal stations. 

The  Primestar  approach 
may  be  a  better  choice  for 
folks  who  don't  want  to  fork 
over  a  lot  of  money  for  equip- 
ment. Primestar  is  backed  by 
TCI,  Time  Warner,  and  other 
cable  industry  heavyweights 
and  is  following  the  cable 
model:  Consumers  lease  the 
equipment  from  local  provid- 
ers. The  basic  monthly  pack- 


age of  $25  to  $35  covers  more 
than  30  channels,  including 
two  from  Disney,  plus  the 
hardware.  Primestar  says  it 
will  more  than  double  the 
channel  lineup  by  midyear. 
The  venture  claims  70,000 
subscribers,  and  Primestar  is 
currently  converting  analog 
equipment  to  digital.  Measur- 
ing about  three  feet 
across,  Primestar's  dishes 
are  not  as  inconspicuous 
as  the  DSS  dish. 
scoop  scouts.  C-band  sat- 
ellite remains  the  system 
of  choice  for  those  who 
have  the  money  and  space 
for  a  big-dish  setup.  The 
gear,  which  includes  a 
dish  typically  measuring 
around  TA  feet  and  an  in- 
tegrated receiver-decoder 
(IRD)  to  unscramble  the 
signal,  commands  about 
$2,500,  with  installation. 
Some  350  channels  are 
available  to  C-banders, 
about  75  that  are  un- 
scrambled and  free.  These 
include  "wild  feeds,"  trans- 
missions that  aren't  meant 
for  home  viewing.  News 
hounds  can  catch  Ted 
Koppel  between  takes  or 
watch  24-hour  network 
affiliate  feeds  during  a 
disaster. 

Sports  fanatics  may  also 
crave  a  C-band  system.  A 
mindboggling  number  of  col- 
lege events  are  available  for 
the  taking.  Beginning  this  sea- 
son, however,  the  National 
Football  League  will  start 
scrambling  signals  on  all  its 
games.  Owners  of  home  dish- 
es can  subscribe  to  every 
contest  on  Sunday  afternoons 
that  is  not  blacked  out  locally 
for  $99  prior  to  Aug.  15  or 
$139  thereafter.  The  hardest 
part  may  be  figuring  out  how 
to  catch  all  those  games  at 
once.  Edward  Baig 
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The  National  Organization  on  Disabilk 

and  Business  Week 
Salute  Members  of  the 
Disability  2000-CEO  Council 


The  CEO  Council  was  established  by  the  National 
Organization  on  Disability  (N.O.D.)  in  1990  to  expand 
the  employment  of  people  with  disabilities. 

Through  their  annual  contributions,  CEO  Council  members 
support  N.O.D.'s  important  efforts  to  increase  the  participation  of 
people  with  disabilities  in  the  workplace  and  in  all  aspects  of  life. 


The  AES  Corporation,  Dennis  W  Bakke 
Akzo  Nobel  Inc.,  Eugene  F.  Wilcauskas 
Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  Education  &  Research 

Foundation,  Sherif  S.  Abdelhak 
Allianz  Life  Insurance  Co.  of  North  America, 

Lowell  C  Anderson 
Allstate  Insurance  Company,  Wayne  E  Hedien 
American  Brands,  Inc.,  William  J.  Alley 
American  Express  Company,  Harvey  Golub 
American  Foods  Group,  Carl  W.  Kuehne 
American  Home  Products  Corporation, 

John  R.  Stafford 
Ameritech,  Richard  C.  Notebaert 
Amgen,  Inc.,  Gordon  M.  Binder 
AMP  Incorporated,  William  J.  Hudson 
Amsco  International,  David  A.  Nelson 
Amway  Corporation,  Richard  DeVos,  Jr. 
Anchor  Industries  International, 

Vincent  J  Naimoli 
Apple  Computer,  Inc.,  Michael  Spindler 
Applied  Materials,  James  C.  Morgan 
Archer  Daniels  Midland  Company, 

Dwayne  O.  Andreas 
ARCO,  I'M  Cook 
Aristech  Chemical  Corporation, 

Thomas  Marshall 
Arizona  Public  Service  Co.,  O.  Mark  DeMichele 
Arthur  Andersen  &  Co,  SC, 

Lawrence  A.  Weinbach 
Arthur  D.  Little,  Inc.,  Charles  R  LaMantia 
AT&T,  Robert  E.  Allen 
Avis,  Joseph  V.  Vittoria 
Avon  Products  Inc.,  James  E.  Preston 
Bank  of  Boston,  Ira  Stepanian 
Bank  One,  Richard  J  Lehmann 


Bank  of  America,  Richard  M  Rosenberg 
Baptist  Healthcare  System,  Inc., 

Edgar  D.  Vaughn 
Bell  Atlantic  Corporation,  Raymond  W.  Smith 
Betz  Laboratories,  Inc.,  John  F.  McCaughan 
Black  &  Veatch,  P.  J  Adam 
Blockbuster  Entertainment  Corporation, 

H.  Wayne  Huizenga 
Blue  Cross  and  Blue  Shield  of  Massachusetts, 

Inc.,  William  Van  Faasen 
The  Boeing  Company,  Frank  A  Shrontz 
Bozell  Worldwide,  Inc.,  Charles  Peebler 
Bristol-Myers  Squibb,  Charles  A.  Heimbold,  Jr. 
Browning-Ferris  Industries, 

William  D.  Ruckelshaus 
Brunswick  Corporation,  Jack  F.  Reichert 
Burroughs  Wellcome  Co.,  Philip  R.  Tracy 
Business  Week,  John  W  Patten 
California  Steel  Industries,  Inc.,  Takehiko  Haga 
Cambrex  Corporation,  Cyril  C.  Baldwin,  Jr. 
Care  Concepts,  Inc.,  Jack  Kelley 
Champion  Enterprises,  Inc.,  Walter  R.  Young,  Jr. 
Charles  Schwab  &  Co.,  Inc.,  Charles  R  Schwab 
The  Chase  Manhattan  Bank,  N.A., 

Thomas  G.  Labrecque 
Chemical  Banking  Corporation, 

John  F.  McGilTicuddy 
Chevron  Corporation,  Kenneth  T.  Derr 
Chrysler  Corporation,  R.  J.  Eaton 
CIGNA  Group  Insurance,  John  K.  Leonard 
The  CIT  Group,  Inc.,  Albert  R.  Camper,  Jr. 
Citibank,  |ohn  S.  Reed 
The  Clorox  Company,  G.  Craig  Sullivan 
The  Coca-Cola  Bottling  Group  (Southwest), 

Inc.,  Edmund  M.  Hoffman 
Colgate-Palmolive  Company,  Reuben  Mark 
Comcast  Corporation,  Ralph  J  Roberts 
Commonwealth  Insurance  Company, 

Lee  Adrean 
Commonwealth  Land  Title  Insurance  Co., 

Herbert  Wender 
Connell  Limited  Partnership,  William  F  Connell 
Consolidated  Rail  Corporation,  James  A.  Hagen 
Converse,  Inc.,  Gilbert  Ford 
Crowley  Maritime  Corporation, 

Thomas  B.  Crowley,  Sr. 
Cubic  Corporation,  Walter  J.  Zable 
Darling  International  Inc.,  Frank  W  Miller 
Dayton  Hudson  Corporation,  Kenneth  A  Macke 
Deloitte  &  Touche,  J.  Michael  Cook 
The  Dexter  Corporation  Foundation, 

K.  Grahame  Walker 
Diebold,  Incorporated,  Robert  W  Mahoney 
Dillingham  Construction  Corporation, 

Donald  K.  Stager 
Dole  Food  Company,  Inc.,  David  H.  Murdock 
Dominion  Resources,  Inc.,  Thomas  E  Capps 
Domino  Sugar  Corporation,  Ed  Makin 
Dorsar  Industries,  Stephen  Feinberg 


DSC  Communications  Corporation, 

James  L.  Donald 
The  Dun  &  Bradstreet  Corporation, 

Charles  W.  Moritz 
DuPont,  Edgar  S.  Woolard,  Jr. 
Eastman  Kodak  Company,  George  M.  C.  Fisher 
Echlin  Inc.,  Frederick  J.  Mancheski 
Ecolab,  Inc.,  Pierson  M  Grieve 
EG&G,  Inc.,  John  M.  Kucharski 
The  Elder-Beerman  Stores  Corp..  Milton  Hartley 
EMC  Insurance  Companies,  Bruce  G  Kelley 
Ernst  &  Young,  Ray  J.  Groves 
Ethyl  Corporation,  Bruce  C  Gottwald 
Exxon  Corporation,  Lee  Raymond 
Federal-Mogul  Corporation,  Dennis  J.  Gormley 
First  Chicago,  Richard  L  Thomas 
First  Interstate  Bancorp,  Edward  M.  Carson 
Flagstar  Companies,  Inc.,  J.  J.  Richardson 
Fleet  Financial  Group,  Terrence  Murray 
Foodmaker,  Inc.,  Jackson  W.  Goodall 
Forbes  Inc.,  Malcolm  S.  Forbes,  Jr. 
Ford  Motor  Company.  Alex  Trotman 
Frank  Russell  Company,  Michael  J  Phillips 
Franklin/Templeton  Group  of  Funds, 

Charles  B.  Johnson 
Frederick  Atkins,  Inc.,  Bernard  Olsoff 
Gannett  Broadcasting,  Cecil  L.  Walker 
Genentech,  Inc.,  G.  Kirk  Raab 
General  Electric  Company,  John  F.  Welch,  Jr. 
General  Host  Corporation,  Harris  J.  Ashton 
The  Gillette  Company,  Alfred  M.  Zeien 
Glaxo  Inc.,  Robert  A  Ingram 
Golden  Rule  Insurance  Company, 

John  M.  Whelan 
Goldman,  Sachs  &  Co.,  Steven  Friedman 
The  Goodyear  Tire  &  Rubber  Company, 

Stanley  C.  Gault 
Graybar  Electric,  Edward  McGrath 
Greyhound  Lines,  Inc.,  Frank  J.  Sehmieder 
Grow  Group,  Inc.,  Russell  Banks 
H.J.  Heinz  Company,  Anthony  J  F.  O'Reilly 
Harley-Davidson,  Inc.,  Rich  Teerlink 
Hartford  Steam  Boiler  Inspection  and 

Insurance  Co.,  Wilson  Wilde 
Harvard  Community  Health  Plan, 

Manuel  M.  Ferris 
Hasbro,  Inc.,  Alan  G  Hassenfeld 
The  Hearst  Corporation,  Frank  A  Bennack,  Jr. 
Hellmuth,  Obata  &  Kassabaum,  P.C., 

Jerry  Davis 
Henry  Ford  Health  System,  Gail  L.  Warden 


Hook-SupeRx,  Inc.,  Philip  E.  Beekman 
Household  International,  Donald  C.  Clark 
Huntsman  Chemical  Corporation, 

Jon  M.  Huntsman 
Illinois  Tool  Works  Inc.,  John  D  Nichols 
IMC  Fertilizer,  Inc.,  Wendell  Bueche 
Ingersoll-Rand  Company,  J.E.  Perella 
Inter-Regional  Financial  Group,  Inc., 

Irving  Weiser 
Intracorp,  Patricia  L.  Rowland 
Invacare  Corporation,  A.  Malachi  Mixon,  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
J.C.  Penney  Co.,  Inc.,  William  R.  Howell 
J.P.  Foodservice,  Inc.  James  L.  Miller 
J.P.  Morgan  &  Company,  Inc., 

Dennis  Weather  5tone 
John  Hancock  Financial  Services, 

Stephen  L.  Brown 
Johnson  &  Higgins,  David  A.  Olsen 
Johnson  &  Johnson,  Ralph  Larsen 
Johnson  Publishing  Company,  Inc., 

John  H.  Johnson 
The  Jordan  Company,  John  W.  Jordan  II 
Joseph  E.  Seagram  &  Sons,  Inc., 

Edgar  M.  Bronfman 
Keebler  Company,  Brian  Chadbourne 
Kellogg  Company,  Arnold  G  Langbo 
Landstar  System  Inc.,  Jeffrey  C.  Crowe 
The  Lee  Apparel  Company,  Inc., 

Timothy  A.  Lambeth 
Loctite  Corporation,  David  Freeman 
Long  John  Silver's,  Inc.,  Clyde  Culp 
Louisiana  Land  and  Exploration  Company, 

H.  L.  Steward 
Louisiana-Pacific,  Harry  A  Merlo 
Lutheran  General  HealthSystem, 

Stephen  L.  Ummel 
R.H.  Macy  &  Co.,  Inc.,  Myron  E.  Ullman  III 
Mallinckrodt  Medical,  Inc.,  Robert  G.  Moussa 
Marriott  International,  Inc.,  J.  W.  Marriott,  Jr. 
Matol  Botanical  International, 

J.  F.  Robert  Bolduc 
The  May  Department  Stores  Company, 

David  C.  Farrell 
MBNA  America,  Charles  M.  Cawley 
McCaw  Cellular,  Craig  O.  McCaw 
McGraw  Hill,  Inc.,  Joseph  L.  Dionne 
MCI  Communications  Corporation, 

Bert  C.  Roberts,  Jr. 
McLane  Company,  Inc.,  Joe  Hardin,  Jr. 
Meridian  Bancorp,  Inc.,  Samuel  A.  McCullough 
Merrill  Lynch  &  Co.,  Inc.,  Daniel  P.  Tully 
The  MetroHealth  System,  Terry  R.  White 
Michael  T.  Rose  Companies,  Michael  T.  Rose 
Mobil  Corporation,  Lucio  A.  Noto 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 


/ 


Nash  Finch  Company,  Harold  B.  Finch,  Jr. 
National  Medical  Enterprises,  Inc., 

Jeffrey  C.  Barbakow 
NationsBank,  Hugh  L.  McColl,  Jr. 
NEC  America,  Inc.,  Mineo  Sugiyama 
New  Jersey  Resources  Corporation, 

Oliver  G.  Richard,  III 
New  York  Stock  Exchange, 

William  H.  Donaldson 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northern  States  Power  Company, 

James  J.  Howard  III 
Northern  Trust  Corporation,  David  W.  Fox 
Northrop  Corporation,  Kent  Kresa 
Novell,  Inc.,  Raymond  J.  Noorda 
Olin  Corporation,  John  W.  Johnstone,  Jr. 
Oshman's  Sporting  Goods,  Inc., 

Alvin  N.  Lubetkin 
Pall  Corporation,  Maurice  G  Hardy 
Paramount  Communications  Inc., 

Martin  S.  Davis 
Paramount  Publishing,  Richard  E.  Snyder 
The  Parsons  Corporation,  Leonard  J.  rieroni 
Pegasus  Gold  Corp.,  Werner  G.  Nennecker 
Pet  Incorporated,  Miles  L.  Marsh 
Pfizer  Inc.,  W.  C.  Steere,  Jr. 
Philip  Morris  Companies  Inc.,  Michael  A.  Miles 
Phillips  Petroleum  Company,  W.  W  Allen 
Pioneer  Life  Insurance  Company  of  Illinois, 

Peter  W.  Nauert 
Pitney  Bowes  Inc.,  George  B  Harvey 
PLY  GEM  Industries,  Inc.,  Jeffrey  S.  Silverman 
Polaroid  Corporation,  I.  MacAllister  Booth 
PolyGram  Holding  Inc.,  Eric  Kronfeld 
Potomac  Electric  Power  Company, 

Edward  F  Mitchell 
PPG  Industries,  Inc.,  Jerry  Dempsey 
Price  Waterhouse,  Shaun  F.  O'Malley 
The  Principal  Financial  Group,  G.  David  Hurd 
The  Prudential  Insurance  Company  of  America, 

Robert  C.  Winters 
The  Reader's  Digest  Association,  Inc., 

George  V.  Grune 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation, 

Walter  H.  Weiner 
Riggs  National  Corporation,  J.  L.  Albntton 
RJR  Nabisco,  Inc.,  Charles  M  Harper 
The  Rockefeller  Group,  Richard  A.  Voell 
The  Rockport  Company,  Robert  E.  Slattery 
Rockwell  International,  Donald  R  Beall 
Rodale  Press  Inc.,  Ardath  Rodale 
Royal  Appliance  Mfg.  Co.,  John  A  Balch 
Safety-Kleen  Corp.,  Donald  W.  Brinckman 
Safeway  Inc.,  Steven  A.  Burd 
SAIC,  J.  R.  Beyster 

Sandoz  Pharmaceuticals  Corporation, 

Tim  Rothwell 
Schering-Plough  Corporation,  Robert  P.  Luciano 
Sea-Land  Service,  Inc.,  John  Clancey 
Sensormatic  Electronics  Corporation, 

Ronald  G.  Assaf 
SERD/BTS,  Mercedese  M.  Miller 
Shawmut  National  Corporation,  Joel  B.  Alvord 
Signet  Banking  Corporation, 

Robert  M.  Freeman 
Simplex  Time  Recorder  Co.,  Edward  G  Watkins 
SmithKline  Beecham,  Jan  Leschly 
Sony  Corporation  of  America, 

Michael  P.  Schulhof 
Sprint,  William  T.  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr. 
Statoil  N.A.,  Inc.,  0ivind  Holm  Karlsen 
Steelcase  Inc.,  Jerry  K.  Myers  I 
Sunrise  Medical  Inc.,  Richard  H.  Chandler 
Tambrands  Inc.,  Howard  B.  Wentz 
Teepak,  Inc.,  James  E.  Hermesdorf 
Tennessee  Wholesale  Drug  Co.,  " 

James  E.  Richards 
Towers  Pen-in,  John  T.  Lynch 
Transamerica  Occidental  Life  Insurance  ' 

Company,  David  R.  Carpenter  i 
Transco  Energy  Company,  John  P.  DesBarres  i 
U.S.  Can  Company,  William  J.  Smith 
ULLICO,  Inc.,  Robert  A.  Georgine 
United  Capital  Group,  Inc.,  JP  Mililli  ' 
United  Parcel  Service,  Kent  Nelson 
United  Retail  Group,  Inc.,  Raphael  Benaroya 
United  Services  Automobile  Association, 

Gen.  Robert  Herres 
UNUM  Life  Insurance  Co.  of  America, 

James  F.  Orr,  III 
USAir,  Seth  E.  Schofield 
USF&G  Insurance,  Norman  P.  Blake,  Jr. 
UST,  Inc.,  Vincent  A.  Gierer,  Jr. 
W.R.  Berkley  Corporation,  William  R.  Berkley 
W.R.  Grace  &  Co.,  J.  P.  Bolduc 


Warner-Lambert  Company,  Melvin  R.  Goodes 
Washington  National  Insurance  Company, 

Robert  Patin 
Wells  Rich  Greene  BDDP,  Kenneth  S.  Olshan 
Western  Publishing  Group,  Inc., 

Richard  A.  Bernstein 
Western  Resources,  John  E.  Hayes,  Jr. 
Westinghouse  Electric  Corporation, 

Michael  H.  Jordan 
Whirlpool  Corporation,  David  R.  Whitwam 
Woolworth  Corporation,  John  W.  Adams 
Wyse  Technology,  C.  Daniel  Wu 
Xerox  Corporation,  Paul  A.  Allaire 


ur  nation's 
49  million  people 
with  disabilities  want 
to  participate  and 
contribute  just  like 
everyone  else.  I'm 
calling  on  CEO's  of 
businesses  large  and 
small  to  join  this  dedi- 
cated group.  It's  good 
for  America.  It's  good 
for  business." 

James  S.  Brady, 
Vice  Chairman, 
National  Organization 
on  Disability 


For  membership  information, 
contact  Martin  Walsh,  CEO 
Council  Director,  National 
Organization  on  Disability, 
910  16th  Street  NW, 
Washington,  DC  20006. 
Tel.  202-293-1944, 
Fax  202-293-7999 
TDD  202-293-5968 
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THE  SHAPE  OF  THINGS  TO  GO. 


77u'  new  AccuPoint™ 
isometric  pointing  device 
work  in  conjunction  with 

click  and  drag  buttons  locate 
comfortably  beneath  the  thumbs. 


PORTEGE 

T34O0 

•  8.4"  SIN  monochrome  display 

•  7.9"  x  9.9"  x  1.7" 
•4.1  lbs. 
T3400CT 

•7.8"  color  TFT-LCD  active 
matrix  display — 256  color  SVGA 

•  7.9"  x  9.9"  x  1.8" 

•  4.4  lbs. 
Both  Models 

•33MHzSL  Enhanced  i486,MSX 

•  120MB  HD 

•  4MB  RAM  (expandable  to20MB) 

•  Lithium- It  m  battery 

•Type  II  (5mm)  PCMCIA  2.01  slot 

•  AccuPoint'"  integrated 
pointing  device 

•  Integrated  BitBLl  graphics 
accelerator 

•  VI.  local-bus  video 
•Ports:  serial,  parallel,  FDD, 

Port  Replicator,  and 
VGA  adapter 

•  Windows'", 
DOS'", 

CommWorks™ 
tor  Windows 


INTRODUCING  THE 
NEW  ULTRAPORTABLE 
PORTEGE.  -&£fS& 

Toshiba  engineers 
have  just  re- 
invented 

the  portable  * 
computer.  The 
Portege  T3400  Series 
perfectly  balances  mass  and  speed. 
Now  you  can  travel  with  a  system  smaller  than  a 
notebook,  yet  graced  with  the  feel  of  a  full-size  system;  driven 
by  the  full  force  of  an  i486  SX/33  processor.  And  come  home  to  the  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  complete  desktop  environment. 
See  how  tar  Toshiba  has  taken  every  aspect  of  portable  computing.  And  think  where  it  can 
take  you.  Call  1  -800-457-7777  for  the  dealer  nearest  you. 


In  Touch  with  Tomorrow 


TOSHIBA 


IW  foshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  arc  trademarked  and/or  registered  by  their  respective  companies.  The  Intel  Inside  logo  is  a  trademark  ot  Intel  Corporati 
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ige  from  last  week:  0.5% 
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1967=100  (four-week  moving  average) 
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production  index  increased  during  the  week  ended  May  7,  reflecting  the 
gth  of  earlier  weeks.  On  a  seasonally  adjusted  basis,  output  levels  of  autos, 
,  electric  power,  coal,  and  lumber  and  rail-freight  traffic  declined,  while  paper 
crude-oil  refining  production  increased  Paperboard  and  truck  output  was 
anged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
jge,  the  index  dipped  to  194,  from  a  revised  194.7. 

BW  production  index  copyright  1994  by  McGraw-Hill  inc. 


LEADING 

Change  from  lost  week:  0% 
Change  from  last  year:  9-2% 
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The  leading  index  moved  little  during  the  week  ended  May  7.  Sharply  higher 
bond  yields  and  slower  growth  in  the  M2  money  supply  offset  the  positive  signs 
from  faster  growth  rates  for  materials  prices  and  real  estate  loans.  Stock  prices  were 
unchanged  for  the  week,  and  data  for  large-business  failures  were  unavailable. 
Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  235.6,  from 
234  in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 
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(5/14)  thous.  of  net  ton:. 

1,918 

1,921  # 

5.6 

S  (5/14)  units 

146,453 

145,190r# 

12.0 

KS  (5/14)  units 

121,897 

122,170r# 

15.9 

RIC  POWER  (5/14)  millions  of  kilowatt-hours 

54,737 

53,694# 

1.4 

'E-0IL  REFINING  (5/14)  thous.  of  bbl./day 

14,279 

14,282# 

4.9 

(5/7)  thous.  of  net  tons 

19,805# 

19,945 

8.1 

(BOARD  (5/7)  thous.  of  tons 

852.0# 

865. 8r 

5.1 

I  (5/7)  thous.  of  tons 

804.0# 

808. Or 

5.2 

ER  (5/7)  millions  of  ft. 

434.4# 

445.8 

-7.3 

FREIGHT  (5/7)  billions  of  ton-miles 

22  7t( 

23.0 

6  1 

:es:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
can  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
3rican  Railroads 

H1EIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Vear 
ago 

«SE  YEN  (5/18) 

104 

104 

no 

IAN  MARK  (5/18) 

1  66 

1.68 

1.62 

SH  POUND  (5/18) 

1.51 

1  49 

1.55 

CH  FRANC  (5/18) 

5  68 

5  74 

5.47 

DIAN  DOLLAR  (5/18) 

1.38 

1.38 

1  27 

S  FRANC  (5/18)  K41  M3  1.47 

CAN  PESO  (5/1 8)3  3.325  3.320  3.107 

,  :es:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
expressed  in  dollars 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

'  (5/18)  $/troyoz. 

379  600 

380  500 

-0.6 

SCRAP  (5/17)  #1  heavy,  $/ton 

126.00 

128.50 

18.3 

ISTUFFS  (5/16)  index,  1967=100 

218.8 

216  2 

6.1 

£R  (5/14)  C/lb. 

102.6 

97.1 

17.5 

IINUM  (5/14)  C/lb. 

63.0 

63  0 

20.0 

IT  (5/14)  #2  hard,  $/bu. 

3.67 

3.76 

5.2 

3N  (5/14)  strict  low  middling  1-1/16  in.,  C/lb. 

77.60 

80.24 

32.9 

:es:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Kansas  City  market,  Memphis  market 

latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (5/13)  S&P  500 

443.54 

451.39 

0.3 

CORPORATE  BOND  YIELD,  Aaa  (5/13) 

8  12% 

7.97% 

9.6 

INDUSTRIAL  MATERIALS  PRICES  (5/13) 

1  00  6 

99  4 

4  5 

BUSINESS  FAILURES  (5/6) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (5/4)  billions 

$423  8 

$421. lr 

4.3 

MONEY  SUPPLY,  M2  (5/2)  billions  $3,546.8 

$3,548. Ir 

2.7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/30)  thous 

352 

333 

2.9 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies},  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

;f* 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Apr .)  total  index 

116  0 

1  15  7r 

5.0 

CAPACITY  UTILIZATION  (Apr ) 

83.6% 

83  6%r 

2.7 

CONSUMER  PRICE  INDEX  (Apr ) 

147  4 

147  2 

2.4 

HOUSING  STARTS  (Apr.)  annual  rate,  thous. 

1.455 

1,492 

18.1 

Sources:  Federal  Reserve,  BLS,  Commerce  Dept 

■  AM.'I^VI 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (5/2) 

$1,138.7 

$1,136.4r 

8  0 

BANKS'  BUSINESS  LOANS  (5/4) 

293.9 

290.3r 

5.1 

FREE  RESERVES  (5/1 1] 

558 

l,339r 

-18.8 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/4) 

153  4 

154.8 

-2.2 

Sources:  Federal  Reserve  (in  billion 
week  period  in  millions) 

5,  except  for  free  reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Vear 
ago 

FEDERAL  FUNDS  [5/17] 

4.27% 

3.58% 

3.01% 

PRIME  (5/18) 

7.25 

6.75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (5/17) 

4  68 

4.73 

3  15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/18) 

4.50 

4.65 

3.12 

EURODOLLAR  3-MONTH  (5/13) 

4.71 

4  33 

3  08 

Sources:  Federal  Reserve,  First  Boston 


DUCTI0N  INDICATORS 


Latest 
week 


Week     %  Change 
ago      year  ago 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
istern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r=revised     NM  =  Not  meaningful 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


com)  ue 
(M  the  tote 


Includes  3,000 

24  hour  job  hotlines— a  rich  source 
of  job  listings  all  across  the  country 

^ou^  management  are^ 

Lists  hotlines 

by  state,  employer,  and  job  area 


Gives  tips 


ABC  132 

AC  Propulsion  104 

AEG  104,  110 

Agip  57 
AirTouch 

Communications  142E2 
AIU  Insurance  55 
Alcatel  98 
Aldi  54 
AMBAC  118 
American  International 

Group  55 
Ameritech  46 
Amoco  57 

Andersen  Consulting  124 
Apple  Computer  10,  14E4 
Asea  Brown  Boveri  110 
Askin  Capital 

Management  116 
AT&T  38,  39 
Audi  104 
A/X  48 
B 

Bank  of  America  117 
Bank  of  Tokyo  117 
Bell  Atlantic  38,  130, 

142E2 
Bevmark  Partners  95 
Blue  Cross  &  Blue  Shield  of 

Mass.  40 
BMW  104 
Boise  Cascode  49 
Boston  Consulting 

Group  98 
BP  57 

Bridgestone/Firestone  37 
British  Maritime 
Technology  129 
British 

Telecommunications  38, 
46 

Burlington  Northern  38 


Cablevision  Systems  130 
Cap  Gemini  38 
Caribbean  Commercial 

Bank  119 
Carillon  Importers  95 
Cartoon  Network  132 
Castle  Rock 

Entertainment  132 
CBS  132 
CenCall  142E2 
Centel  38 
Centex  37 
Charivari  48 
Chaz  &  Wilson  Grill  95 
Chevron  57 
Chrysler  104,  120 
Church  &  Dwight  8 
Citroen  104 
CNN  132 
Coca-Cola  55,  103 
Comcast  130 
Commerzbank  54 
Compaq  104 
Comptoir  des 

Entrepreneurs  118 
Computer  Sciences  38 


Costco  103 

Cox  Enterprises  130 

Cushman  &  Wakefield  26 


Daimler  Benz  104 
Daniels  130 
Dean  Wtter  117,  120 
Dial  Page  142E2 
Digital  Equipment  10 
Disney  103 
DMB&B  56 
Donaldson,  Lufkin  & 
Jenrette  103,  118 
DRI/McGraw-Hill  34 
Dun  &  Bradstreet  124 


Eastman  Kodak  40,  49 
Eaton  34 

Electric  Fuel  110,  114 
Electronic  Data  Systems  38 
Electronic  Power 
Technology  104,  114 
Electrosource  104 
Elf  Aquitaine  57 
E/O  38 

Ernest-Edwards  & 
Associates  44 


Falcon  Cable  Systems  130 
Financial  Guaranty 
Insurance  118 
First  Pension  44 
Ford  34,  37,  104 
Fox  56,  132 
Fox-Pitt,  Kelton  120 
France  Telecom  38 
Fuji  Heavy  Industries  104 

e 


Gap  48 

Gartner  Group  38 
GE  103,  118 

General  Magic  38 
Global  Fixed  Income 
Advisors  34 

GM  37,  38,  98,  104,  110, 
114,  130 

Goldman  Sachs  36,  103, 
117 

Grand  Metropolitan  95 
Grupo  Televisa  56 
Guinness  95 
GynoPharma  48 

H 


Hanna-Barbera  132 
Headline  News  132 
Hertz  104 
Hilton  Hotels  98 
Hitachi  55 

Home  Box  Office  130 
Home  Depot  124 
Home  Shopping 
Network  132 
Honda  104 
Horlacher  104 
Hornbach  54 

Hubbard  Broadcasting  130 
Hughes 

Communications  130 


Hughes  Electronics  104 
Hydro<5uebec  110 
HYM  Financial  116 
Hyundai  104 


IBM  10,  39,  49,  104 

IDC  Services  124 
Industrial  Bank  of 
Japan  117 
Intel  10 

Interzone  Holdings  119 
in  98,  103,  150 


J.P  Morgan  38 

K 


KaDeWe  54 
Kemper  103 
Kidder  Peabody  116 
Kmart  54 


Lazard  Freres  98,  130 
Leo  Burnett  95 
Liberty  Media  130 
Lotus  Development  38 

M 


Macy  (R  H.)  103 
Mazda  104 
MBIA  118 

McCaw  Cellular  38,  142E2 
McGraw-Hill  26 
MCI  38,  39 
McKinsey  124 
Media  Vision  49 
Mercer  Management 

Consulting  124 
Merrill  Lynch  117 
Michelin  37 
Microsoft  6,  10,  104 
Mitsubishi  Bank  117 
M  M  Warburg  Bank  54 
Monsanto  37 
Moody's  Investors 

Service  130 
Moran  Group  1 16 
MTV  56 

N 


NBC  56,  132 
NCR  38 

Neos  Technologies  129 
Neuberger  &  Berman  120 
New  Line  Cinema  132 
Nextel  142E2 
Nippon  Housing  Loan  117 
Nippon  Telegraph  & 

Telephone  117 
Nissan  55,  104 
Nissho  Iwai  117 
Nomura  Securities  1 16, 

117 
Novell  38 
Nynex  10,  142E6 

O 


Obi  54 
Oman  Oil  57 
Omega  Organization  10 
Otto  Versand  54 
Ovonic  Battery  104,  1 10 

P 


Pacific  Gas  &  Electric  104 
Pacific  Telesis  142E2 
PaineWebber  98 
Parker  Hannifin  37 
Paul  Kagan  Associates  130 


Pennzoil  57 
PepsiCo  55,  95  I 
Petroleum  Finance  f 
Peugeot  104 
Phelps  Dodge  14E 
Philip  Morris  26 
Pitney  Bowes  37 
PSA  104 


Quantum  134 


RAM  Mobile  Data  B£2 
Recombinant  Capitc's 
Renaissance  Cars  H,  i ' 
R.J.  O'Brien  134  , 
Rochester  Telephone 
150 
Rolm  39 

Rosen  Motors  104,114 
Roussel  Uclaf  48 


Sakura  Bank  117 
Sarwa  Bank  117  f 
Sanwa  Securities  34ffl7 
Satcon  Technology  tt 
Seagram  95 
S.G.  Warburg  37 
SHL  Systemhouse  3 
Sierra  Research  10< 
Simint  48 

Simon  &  Schuster  8. 
Solectria  104,  114 
Southern  Bell  38 
Southern  Pacific  Rail  |VI  , 
Southwestern  Bell 
142E2 
Sprint  38,  39 
Statoil  57 

Stotler  Group  134  ') 
Sumitomo  Bank  117 
Summit  Trust  44 
Sun  Healthcare  120 
Sun  Microsystems  3* 

T 


Tandem  Computers  I 
Tecnomare  129 
Tele-Communications  SO 
The  Limited  48 
Time  Warner  46,  13! 
TNT  56,  132 
Toyota  104,  117 
Turner  Broadcasting  K), 
132 

TV  Azteca  56 
II 


Unisys  39 

Unocal  57 

USA  Network  130 

U.S.  Electricar  104,  • 

U  S  Gypsum  37 

US  West  130 

V 


VestCorp  Securities  4 

w 


Wang  39 
Wells  Fargo  Bank  44 
Westinghouse  49 
WMX  Technologies  1 

X 


Xerox  38 
Y 


Yamaha  55 
Yankee  Group  38 


l^ead  and  ute 

Business  McGraw-Hill  I.HII 

Available  at  your  local  bookstore 
or  call  1  800  2  MCGRAW 


westment  Figures  of  the  Wee 


MENTARY 

i  the  Fed  talks,  the  market  lis- 
That  was  eminently  clear  as 

and  stock  markets  reacted  fa- 
jly  to  the  Fed's  long-awaited 
ion  on  May  1 7  to  boost  the 
al  funds  rate  by  a  half  point. 

prices  soared,  and  the  stock 
etwas  similarly  buoyant,  par- 
rly  among  large-cap  equities, 
low  Jones  industrial  average 
id  49  points,  and  the  yield  on 
iar  Treasuries  fell  to  7.26% 
7.44%.  The  Fed's  inflation- 
ng  move  continued  to  propel 
s  on  May  1  8. 


STOCKS 

May      Nov.      May     May  12-18 


BONDS 


THE  DOLLAR 


455      1 700 

453  69 


445  1500 


May      Nov.      May     May  12-18  t\    May      Nov.      May     May  11-18 


52-week  change  1 -week  change 

+  1.4%  +2.8% 


1435  100 

1429  73 


1410  90 


1385  80 


52-week  chang 
-5.0% 


1  -week  change 
+3.4% 


52-week  change 
+  1.6% 


I -week  change 
-0.6% 


RKET  ANALYSIS 


STOCKS 


Latest 


%  change 
Week  52-week 


FUNDAMENTALS 


JONES  INDUSTRIALS 

3732.9 

2.9 

6  7 

IZE  COMPANIES  (S&P  MidCap  Index) 

169.5 

18 

3  3 

.1  COMPANIES  (Russell  2000) 

246.8 

0  5 

7  6 

OMPANIES  (Russell  3000) 

260.9 

2  5 

1.9 

%  change  (local 

currency) 

HON  STOCKS 

Latest 

Week 

52-week 

ION  (FINANCIAL  TIMES  100) 

31 16.5 

-0.4 

10.5 

0  (NIKKEI  INDEX) 

20,152.7 

0.0 

-1.1 

INTO  (TSE  COMPOSITE) 

4278.0 

2.6 

12.2 

Latest  Week  ago        Year  ago 


90-DAY  TREASURY  BILL  YIELD 

4.28% 

4.32% 

3.03% 

30-YEAR  TREASURY  BOND  YIELD 

7.28% 

7.61% 

6.97% 

S&P  500  DIVIDEND  YIELD 

2.87% 

2.98% 

2.83% 

S&P  500  PRICE/EARNINGS  RATIO 

200 

19  5 

22  6 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

462  5 

463  2 

Negative 

Stocks  above  26-week  moving  average 

27.6% 

28.8% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.51 

0.43 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.53 

1.55 

Positive 

BRIDGE  INFORMATION  SYSTEMS  INC. 

%  change 
4-week         52-week  Price 


DUSTRY  GROUPS 


%  change 

R-WEEK  LEADERS  4-week  52-week  Strongest  stock  in  group 


ISURE  TIME 

14.5 

36  8 

OUTBOARD  MARINE 

19  6 

12  7 

22 '/e 

HUGS 

14.2 

-6.7 

SYNTEX 

81.6 

23.8 

23  y8 

ETALS 

12.6 

26.2 

INCO 

17.6 

15.0 

25% 

EDICAL  PRODUCTS  AND  SUPPLIES 

8.4 

-8.9 

BAXTER  INTERNATIONAL 

13.0 

-10.3 

26 

)NG-DISTANCE  TELECOMMUNICATIONS 

8  3 

0  6 

MCI  COMMUNICATIONS 

8.9 

-2.1 

23D/l« 

-R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

pALTY  CHEMICALS 

-12  6 

-13.5 

GREAT  LAKES  CHEMICAL 

-24.6 

-32  1 

483/4 

4GINEERING  AND  CONSTRUCTION 

-9  2 

22  3 

MORRISON  KNUDSEN 

-21.8 

-1.1 

21  '/j 

.ECTRIC  POWER 

-7.4 

-20.0 

PACIFIC  GAS  &  ELECTRIC 

-15.7 

-25  4 

24 'A 

EAVY-DUTY  TRUCKS 

-6.6 

5.5 

CUMMINS  ENGINE 

-10.8 

6  9 

423/a 

FEEL 

-5.5 

4.3 

BETHLEHEM  STEEL 

-13.2 

-1 1.6 

18Vs 

IUTUAL  FUNDS 

DERS 

■week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

EXINGT0N  STRATEGIC  INVESTMENTS 
NITED  SERVICES  GOLD 
IDELITY  SELECT  HEALTH  CARE 

12.4 
8.0 
7  6 

KEYSTONE  AMER.  HARTWELL  EMERG.  GR.  B 
CGM  CAPITAL  DEVELOPMENT 
CAPSTONE  FUND  OF  THE  SOUTHWEST 

-8.5 
-7.9 
-7  8 

reek  total  return 

% 

52-week  total  return 

% 

CUDDER  LATIN  AMERICA 

I0NEER  INTERNATIONAL  GROWTH  A 

1ERRILL  LYNCH  LATIN  AMERICA  A 

52.8 
48.3 
42.2 

M0NITREND  GOLD 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
EXCEL  VALUE 

-36  0 
-23.8 
-22.3 

S&P 500 
4-week  total  return 


MORNINGSTAR  INC 

Average  fund 
52-week  rotal  return 


IATIVE  PORTFOLIOS 


n 
L 

Iar  amounts 
resent  the  present 
ue  of  $10,000 
ested  one  year  ago 
ach  portfolio 

centages  indicate 
-day  total  returns 


Foreign  stocks 
$12,095 

+  1.08% 


U.S. stocks 
$10,490 

+0.75% 


JU. 

Treasury  bonds 
$10,352 
+2.41% 


llll 


Money  market  fund 
$10,202 

+0.04% 


DRI/McGRAW-HtLL 


Gold 
$10,017 

+0.63% 


lota  on  this  paae  are  as  of  market  close  Wednesday,  May  18,  1994,  unless  otherwise  indicated  May  17.  Mutual  fund  returns  are  as  of  May  13.  Relative  portfolios  are  valued  as  of  May  17  A  more 
stry  groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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Editorials 

LET  THE  MARKET  rlvHT 

AUTO  POLLUTION 

have  been  revamping  executive-pay  plans  to  reward  a  r 
stock  price. 

Sometimes,  however,  corporate  performance  isn't  dir 
related  to  a  company's  market  valuation.  Consider  ITT  C 
where  some  analysts  and  former  executives  suggest  ( 
Executive  Rand  V.  Araskog  is  pursuing  a  strategy  th 
aimed  more  at  boosting  its  stock  rather  than  engineer! 
real  turnaround  in  his  company's  operating  results. 

For  years,  consultants  have  been  debating  on  how  to 
link  performance  and  pay.  The  nearly  universal  answer 
been  stock  options,  since  they  have  value  only  when 
stock  rises.  Trouble  is,  such  incentives  can  encourage  a 
executives  to  adopt  short-term  strategies.  You  know 
drill:  slash  research  and  development,  postpone  badly  lj 
ed  investments,  and  eliminate  employees.  The  stock  sn 
up,  at  least  in  the  short-term. 

While  corporate  governance  has  improved,  corpq 
boards  need  to  balance  the  interests  of  shareholders  witr 
company's  other  stakeholders.  Executive  pay  plans  tha 
ward  chief  executives  only  on  the  basis  of  their  stock  j 
aren't  the  answer.  Boards  need  to  come  up  with  plans 
reward  executives  for  improving  customer  satisfaction 
hancing  product  quality,  and  achieving  long-term,  not  s 
term,  earnings  growth. 

r 

i 

j 
r 

he 
j 

hi 

■  n  the  1890s,  American  entrepreneurs  made  automobiles 
1  powered  by  steam,  electric  batteries,  and  the  internal- 
B  combustion  gasoline  engine. 

Now,  a  century  later,  government  regulators  are  giving 
electric  vehicles  (EVs)  another  chance  to  best  gasoline.  The 
reason  is  that  evs  don't  produce  tailpipe  emissions.  The  Cal- 
ifornia Air  Resources  Board  is  mandating  that  2%  of  sales  in 
the  state  by  each  of  the  major  auto  makers  be  electric  vehi- 
cles by  1998,  a  figure  that  rises  to  10%  by  2003.  New  York 
and  Massachusetts  are  on  similar  timetables,  and  10  other 
Eastern  states  plus  the  District  of  Columbia  may  follow 
suit. 

Opponents  and  proponents  of  the  rules  both  have  a  case  to 
make.  The  auto  industry  complains  that  government  is  man- 
dating a  market  for  a  new,  expensive  technology  that  is 
too  inconvenient  to  attract  very  many  consumers.  Shades  of 
synfuel?  And  environmentalists  are  right  that  the  societal 
benefits  of  cleaner  air  are  clear,  and  that  auto  makers  typi- 
cally resist  innovation.  Remember  air  bags? 

California,  with  its  smog-bound  cities,  has  reason  for 
concern.  EVs  may  be  the  quickest  way  for  it  to  meet  federal 
air-quality  standards.  What  makes  less  sense  is  for  other 
states  to  copy  California.  For  instance,  the  Northeast  gen- 
erates much  of  its  electricity  with  oil  and  coal-fired  plants,  so 
electric  vehicles  may  not  cut  smog  by  much  in  the  region. 

Governments  shouldn't  be  picking  electric  as  the  best  alter- 
native to  gasoline.  Instead,  they  should  be  using  their  re- 
search dollars  and  buying  power  to  encourage  competing 
technologies  that  pollute  less  than  traditional  gasoline  power, 
and  then  let  the  market  decide.  Government  supported  re- 
search has  unleashed  a  wave  of  entrepreneurship  in  the 
electric-vehicle  business.  The  innovations  are  not  just  in 
EVs,  though.  Some  vehicles  use  compressed  natural  gas,  and 
researchers  are  testing  fuel  cells,  which  consume  hydrogen 
without  combusting  it.  Restricting  innovation  is  a  mistake. 

Regulators  and  lawmakers  are  also  mistaken  in  pointing 
fingers  at  the  auto  industry  and  demanding  it  take  care  of 
the  environment.  Regulators  need  to  think  about  what  mix  of 
economic  incentives  would  encourage  consumers  to  see  it  in 
their  self-interest  to  get  old  internal-combustion  engines  off 
the  road  and  to  use  EVs  or  other  alternatives.  If  government 
misplays  its  mandate  hand,  the  electric-vehicle  effort  could 
join  synfuels  in  the  pantheon  of  industrial  policy  blunders. 

NO  SPECIAL  FAVORS 

FOR  CABLE  OR  PHONES 

■  t's  ironic.  The  cable-television  industry  was  early  in 
1  ognizing  the  coming  convergence  of  media,  compu 
H  and  telecommunications.  Yet  now,  the  industry  fear] 
role  in  the  much-ballyhooed  Information  Superhighwa 
shrinking.  The  problem  is  that  the  federal  govermj 
slashed  some  $3  billion  in  cable  cash  flow  by  cutting  rata 
17%  just  as  cable  companies  were  beefing  up  capital-spen 
plans.  At  the  same  time,  the  cash-rich  Baby  Bells  are  g 
ahead  with  their  aggressive  plans  to  upgrade  their 
works  for  video  services. 

The  cable  industry  is  turning  to  Congress  to  slow  d 
new  competition  from  the  phone  companies.  The  lobbyiij 
lawmakers  to  deflect  competition  has  a  venerable  historyj 
lawmakers  should  ignore  cable's  pleas  for  special  pra 
tion,  along  with  similar  bids  for  special  favors  by  the  B 
Bells.  The  federal  government  rule  book  should  encou 
free  competition. 

One  model  may  be  the  initial  approval  by  New  1 
state  regulators  of  opening  up  Rochester  to  telephone  anj 
ble  competition.  Rochester  Telephone  Corp.  gets  mere 
profit-making  freedom  in  exchange  for  allowing  outsi 
to  offer  local  telephone  services. 

In  every  era,  a  key  group  of  industries  or  critical  t 
nology  sets  the  pace  for  the  economy.  It  was  the  railroad' 
the  second  half  of  the  1800s  and  electricity  around  the  1 
of  the  century.  Today,  we  live  in  an  economy  driven  by 
information  revolution.  Slowing  it  down  to  assuage  the  lj 
of  any  single  industry  will  only  damage  consumers  and) 
economy. 

EVE^IITIlfE  HAV.  Iff BJA 

EXECUTIVE  PAY:  WHO 

GETS  SHORTCHANGED 

^Hf  hareholder  wealth  creation— the  phrase  has  become 
1L    .    .<•  .natit  r, ;  <>t  modern  management.  In  recent  years, 
mmr  activist  fund  managers  and  independent  directors  have 
placed  more  focus  than  ever  on  market  value,  and  boards 
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If  you  always  thought  that 
'aiting  for  the  light  to  change 
'as  a  rather  dull  experience, 
len  you've  never  been  behind 
le  wheel  of  a  Jeep  Grand 
herokee  Limited. 

As  the  most  advanced  4x4 
'e've  ever  built,  it  has  the  power 

TICIAL  SPONSOR  OF  THE  1994  USA 

5.  Olympic  team  36  use  380  <-0©-)  See  limited  warranties. 


For  more  information  about 
the  Jeep  Grand  Cherokee  Limited, 
please  call  1-800-JEEP-EAGLE.  Or 
visit  your  local  Jeep  and  Eagle 
dealer.  And  prepare  to  see  the  light. 

There's  Only  One  JeeplS? 

A  Division  of  the  Chrysler  Corporation. 


restrictions,  and  details  at  dealer.  Always  wear  your  seat  belt.       Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


to  transform  ordinary  driving 
experiences  into  extraordinary 
ones.  With  impressive  features 
like  the  Quadra-Trac  all-the- 
time  four-wheel  drive  system, 
|g|^*  standard  four-wheel  anti- 
lock  brakes,  and  the  only 
_«t*Xv_  V8  available  in  its  class. 


Why  the  worlds  most  successfu 
their  key  strategic  weapon. 


.s  companies  find  themselves  fighting  for  their  very  existence,  every 
significant  advantage  becomes  a  closely  guarded  secret.  Especially 
when  it  comes  to  accurate  market  insights  Perhaps  this  is  why 
very  few  companies  are  willing  to  reveal  the  nature  of  their 
business  partnership  with  Metaphor    How  they 
transform  huge,  shapeless  databases  into 
actionable  knowledge.  Because  these 
days,  how  a  company  capitalizes 
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Will  a  freer  economy  lead  to 
social  and  political  reform? 
There  are  signs  that  it  is 
starting  to  happen. 


SUPERHIGHWAY 
SUPERCOMPUTERS 

CDs 
LCDs 
ELECTRIC  SHAVERS 
BULLET  TRAINS 
MULTIFACETED 
MULTIMEDIA 
ULTRAVISIOIM 
VISION 
HITACHI 


n/ou  11 find  us  in  the  home,  at  the  office  and  the  shopping  mall.  cU)ere  in  hospitals,  at  construction 
sites,  even  in  your  local  hardware  store  cThe  fad  is,  c)iilachi  makes  thousands  of  different  products  - 
from  power  tools  to  power  plants  -  for  countless  industries.  S$nd  every  day,  new  products  are  being 
developed,  designed,  manufactured  and  serviced  by  c}lilachi  group  companies  around  the  world 
(67  in  <Jforth  America  alone).  (Jo  you  see,  there  s  more  to  the  picture  than  meets  the  eye. 


©  1994  Hitachi.  Lid  Tokyo,  Japan  All  Rights  Reserved 


PLACES 
work  stations 


How  do  you  design  a  functional  office  with- 


out furniture  getting  in  the  way?  Haworth  has  the 


answer:  PLACES®  A  flexible  furniture  system  that  en- 


courages teamwork  without  sacrificing  privacy. 


PLACES  lets  you  integrate  shared  and  indi- 


vidual spaces,  allowing  for  a  tree  flow  of  information 


and  communication.  Acoustic  panels  in  a  variety  of 


shapes  keep  one  team's  brainstorming  from  becoming 
another  team's  headache.  And  an  array  of  work  sur- 
faces and  storage  options  create  an  environment  that 
caters  to  individuals  without  isolating  them. 

The  PLACES  system  offers  you  a  world  of 
choices  for  the  workplace.  Because  today,  if  you  can't 
work  together,  you  can't  work. 

 <>  


Make  sure  nothing  stands  between  your  employees 


and  the  job  at  hand.  For  Haworth's  "Productivity 


^^/^^A/ORTH         Through  Teamwork 


booklet,  call  1-800-344-2600. 


Furniture  that  Works: 


■<> 
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TALK  SHOW 

I'm  not  here  to  commiserate  over  your  decline  or  ei 
logize  at  your  wake. 

—Federal  Communications  Commission  Chairman  Reed  Hundt  a] 
a  cable-industry  conclave  May  24,  to  critics  of  FCC  rate  cuts 
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WHEELER-DEALERS 

HOW  A  SHEEPSKIN  'FELL 
THROUGH  THE  CRACKS' 


rooms  WITH  A  VIEW:  Boston's  proposed  $218  million  courthouse 


TAXES  AT  WORK 

JUDGE  BREYER'S 
BEANTOWN  PALACE 


:i  A 

i.  i  i  y  <: 

Supreme  Court  nominee 
Stephen  Breyer  may 
someday  pen  monumental  de- 
cisions. But  already  he  has 
created  a  more  tangible  mon- 
ument. As  chief  judge  of  the 
U.  S.  Circuit  Court 
of  Appeals  in  Bos- 
\  ton,  Breyer  was 
*\w  heavily  involved  in 
planning  a  lavish 
new  waterfront 
courthouse,  one  of 
the  costliest  federal 
courthouses  ever. 
In  lour  years,  the 
I.  M.  Pei-designed  structure's 
price  has  soared  34%,  to  $218 
million,  or  $285  per  square 
foot— triple  the  average  cost 
for  state  and  local  courthous- 
es. Construction  is  to  start 
this  winter. 


BREYER:  .4 

project  fun 


The  judges  will  benefit 
from  37  libraries  and  33  kitch- 
ens. Plus,  the  courthouse  has 
a  six-story  atrium,  a  $450,000 
boat  dock  on  Boston  Harbor, 
and  $789,000  in  artwork.  Rep- 
resentative John  Duncan  (R- 
Tenn.)  gripes  that  this  doesn't 
show  "high  regard  for  the  tax- 
payer." With  his  nomination 
pending,  Breyer  isn't  talking 
to  the  press.        Dean  Foust 


Joseph  Jett,  fired  this 
spring  from  Kidder  Pea- 
body  for  allegedly  racking  up 
$350  million  in  fake  trades, 
fulfilled  all  of  the  require- 
ments for  his  Harvard  MBA  in 
1987  but  didn't  get  it.  Why? 
Jett  didn't  pay  a  small  bal- 
ance on  his  tuition  bill,  says 
his  lawyer,  Kenneth  Warner. 

Warner  says  the  former 
trader  couldn't  pay  in  1987 
because  he  lacked  the  funds 
to  make  up  for  a  fellow- 
ship that  unexpectedly  fell 
through— for  reasons  having 
nothing  to  do  with  him.  But 
he  has  since  paid  up,  says 
Warner,  and  "the  diploma  will 
be  forthcoming."  Why  didn't 
he  do  this  when  he  started 
making  big  money?  The  mat- 


NUMBERS  GAME 


WHERE  JANUARY  IS  THE  CRUELEST  MONTH 


urzweil  Applied  Intelli- 
gence knows  how  to  push 
the  limits  of  voice-recognition 
technology— and  accounting 
rules.  On  May  23,  the  high- 
tech pioneer  announced  that 
four  top  executives  were  leav- 
ing because  of  accounting  ir- 
regularities. But  that's  not  the 
first  questionable  incident. 

In  early  1993,  the  Waltham 
(Mass. I  outfit  faced  a  big  snag 


JETT:  Square  with  H 


ter  fell  "through  the  crarJJ'' 
says  Warner. 

Harvard  confirms  that  fit 
fulfilled  all  of  his  acadra 
requirements  but  won't  <m- 
ment  on  why  Jett  difit 
graduate,  deferring  to  fe»- 
al  laws  protecting  stude» 
privacy.  Leah  Nathans  Swp 


in  its  plan  to  go 
public:  lousy  1992 
earnings.  Kurzweil 
simply  moved  its  fis- 
cal yearend  forward 
by  a  month,  shifting 
January,  1992— and  $1  million 
in  red  ink— from  '92  to  '91.  Re- 
sult: It  eked  out  a  $154,000 
profit  on  revenues  of  $13.9 
million  for  fiscal  year  '92,  end- 
ed Jan.  31,  1993.  In  August, 


REGULATORS  SAY  insurance  companies 
and  agents  can't  talk  about  or  advertise  the 

new  "risk-based  capital"  (RBC) 
scores.  With  the  early- 1990s  col- 
lapse of  several  carriers  in  mind, 
the  National  Association  of  Insur- 


IN  REALITY  the  gag  rule  is 

too  loose  to  work.  The  NAIC,  which 
imposed  it  to  please  insurers  with 
less-than-stellar  ratings,  saw  that 
recently.  State  Mutual  Life  Assurance  exploited 
a  loophole  when  a  research  firm  published  in- 
correct RBC  dato  for  it.  State  Mutual  issued  a 


ance  Commissioners  came  up  with  RBC  ratings 
for  insurers  to  gauge  how  risky  their  assets 
and  business  lines  are.  Saying  RBC 
should  only  be  a  regulatory  tool, 
the  NAIC  devised  the  gag  rule  out  of 
fear  consumers  would  be  misled. 


news  release  with  the  right  figure. 
Also,  publicly  traded  insurers  likely 
must  disclose  RBC  numbers  in  Se- 
curities &  Exchange  Commission  fil- 
ings. And  the  NAIC  can't  stop  the  media  from 
publishing  data.  Used  in  conjunction  with  other 
ratings,  RBC  is  helpful  to  consumers.  Chris  Roush 


1993,  investors  jpd 
$10  per  share;  ■? 
stock  is  now  tra<» 
at  around  5.  ie 
company  and  its«- 
countants  wBt 
comment. 

Another  curwi 
twist:  Kurzlii 
claimed  in  its  stock  prospefcrt 
that  a  patent  fight  with  nwl  i 
Dragon  Systems  was  unliBpi 
to  result  in  any  material  dft. 
Yet  just  a  month  after  H 
stock  sale,  Kurzweil  settM 
paying  Dragon  $5.2  milR. 
over  six  years— clearly  a  rjj- 1 
ful  amount  for  tiny  KurzvB.  J 
In  the  May  23  annouiH 
ment,  the  company  said  it  m 
discovered  transactions  "«t 
do  not  appear  to  have  \m 
bona  fide."  It  won't  elaborB. 
but  one  insider  says  the  baft 
believes  the  four  departedtt- 
ecs,  including  co-CEO  BerrjB 
Bradstreet,  agreed  to  l«f 
revenues  for  contracts 
hadn't  yet  been  finalized.) 
ter  a  three-week  internal^ 
vestigation,  this  insider  sn. 
one  of  those  involved  brlft 
down  and  came  clean.  Nfk 
of  the  four  could  be  reacpl 
for  comment.  Mark  MarerU 
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What  makes  you  fall  in  love  with 
the  new  Galant?  Meaningful  luxury. 

Those  significant  engineering 
advances  and  thoughtful  details 
which  become  your  favorite  things 
about  this  all-new  automobile. 

Big  things.  Like  the  smooth 
ride  and  polished  handling  of  a 
sophisticated  four-wheel  multi-link 
suspension.  The  smooth,  confi- 
dent power  of  a  141-horsepower 
engine.  The  intelligent  shifting  of 
a  Fuzzy  Logic  transmission. 

Little  things.  Like  ingenious 


storage  areas  in  the  doors  and 

under  the  armrest.  A  rear  seat 
that  folds  down  completely,"  so  a 
trip  to  the  local  lumberyard  doesn't 
mean  borrowing  a  truck. 

Vital  things,  like  standard  dual 
air  bags!  Highly  protective  things, 
like  impact-absorbing  crumple 
zones  front  and  rear.  And  beauti- 
ful things.  Like  the  very  shape  of 
the  new  Galant.  With  a  durable, 
lustrous  DIAMOND  C(W™tt  finish 
to  help  protect  that  beautiful  shape. 
The  all-new  Mitsubishi  Galant. 


Starting  at  $13,600" (One  more 
favorite  thing.)  Call  1-800-55MITSU 
for  the  Mitsubishi  Motors  Dealer 
nearest  you. 

MITSUBISHI 

GEES  The  New  Thinking  in  Automobiles'" 

* Standard  on  £S,  LS  and  GS  models.  Not  available  on  S  model.  tAir  bags  designed  to  supplement  safety  belts,  if  DIAMOND  COAT  is  a  trademark  of  PPG  Industries.  Inc. ' "  MSRP 
for  Galant  S  (Galant  LS  shown,  MSRP  of  $19,420).  Excluding  taxes,  title,  license,  registration  fee,  freight,  dealer  options,  and  charges.  Prices  may  vary,  actual  price  set  by  dealers. 


Presenting  the  all-new  Mitsubishi  Galant 
Filled  with  your  favorite  things. 


GREEN  MARKETING 

THESE  RUSTLERS 
ARE  ROPIN'  TREES 


Despite  Federal  Reserve 
rate  hikes,  homebuilders 
are  pretty  busy  lately.  And 
so  are  tree  poachers.  Rising 
demand  for  forest  products 
and  restrictions 
on  harvests  from 
public  lands  have 
caused  lumber 
prices  nationally 
to  more  than 
double  since 
their  low  during 
the  1991  reces- 
sion. In  one  case 
in  Washington 
state,  poachers 
struck  a  dozen 
sites,  working  mostly  at  night 
with  muffled  chainsaws  to 
steal  cedar  and  other  wood 
prized  by  the  board-hungry 
building  industry.  They  usu- 
ally cut  only  the  best  parts 


of  the  trees,  which  officials 
call  a  "butcher  job." 

The  problem  is  widespread. 
In  Texas,  the  nation's  No.  9 
wood-products  provider,  they 
call  it  timber  rustling.  Bruce 
Miles,  director  of  the  Texas 
Forest  Service,  says  the  agen- 
cy has  received  about  60  tim- 
ber-theft reports  in  the  past 
six  months,  nearly  twice  the 
rate  of  two  years  ago.  One 
landowner  caught  three  men 
on  his  property  near  the  Okla- 
homa border  af- 
ter they  had  cut 
down  152  pine 
and  oak  trees, 
worth  some 
$2,200.  They  said 
they  had  made  a 
mistake  and  of- 
fered to  settle. 
In  Washington 
state,  one  of  the 
leading  lumber 
sources,  authorities  are 
alarmed  enough  to  use  the 
state's  organized-crime  stat- 
utes against  suspects  accused 
of  poaching  wood  from  state 
forests.  Wendy  Zellner 


PRODUCT  PEEK 


NOW,  COMPUTERS  MAY  PREFER  BLONDES 


It's  not  exactly  the  Big 
Screen,  but  Marilyn  Mon- 
roe has  landed  a  role  in  cy- 
berspace. On  May  23,  Mari- 
lyn debuted  posthumously 
among  the  flying  toasters  and 
bungee-jumping  cows  on  com- 


SOME  like  IT  HOT:  A  Marilyn  .screen 
surer  could  scorch  flying  toasters 


puter  screen  savers.  She's 
shown  in  both  famous  and 
never-before-published  shots 
by  renowned  MM  photogra- 
pher Sam  Shaw.  The  $30 
screen  saver,  which  is  put  out 


by  Softimage  Publishing,  a 
New  York-based  software 
marketer,  offers  such  images 
as  Monroe  on  the  set  of  The 
Seven  Year  Itch,  lounging  at 
the  home  of  husband-play- 
wright Arthur  Miller,  and  tak- 
ing the  sun  in  the 
Hamptons. 

Bringing  pictures  of 
a  famous  person  to  the 
growing  $80  million 
screen-saver  market, 
which  has  long  favored 
cartoon  images,  is  a 
novelty.  And  Softimage 
President  Robert  Kai- 
mowitz  concedes  that 
introducing  the  sex 
goddess  to  the  work- 
place may  seem  like 
pin-up  pandering  to 
base  male  instincts.  But 
he  argues  that  Monroe  is  pop- 
ular among  women,  too,  and 
that  nowadays,  she  is  more 
legend  than  cheesecake.  "Hey, 
she's  a  classic  figure,"  Kaimo- 
witz  says.      Ron  Stodghill  II 


DRAWN  AND  QUARTERED 


MAD  AVE. 


A  UNION  FUSILLADE 
AGAINST  'PRIVATEERS' 


ew  York  TV  viewers  re- 
cently saw  an  ad  where 
suit-wearing  executive  types 
hoisted  the  Jolly  Roger.  It's 
part  of  a  media  blitz  by 
local  government 
workers  to  fend 
off  the  trend  to- 
ward privatizing 
long-time  public- 
services,  con- 
tracting them 
out  to  business. 
The  execs  in  the 
spot  are  called 
"privateers,"  and  the  1.3  mil- 
lion-member American  Feder- 
ation of  State,  County  &  Mu- 
nicipal Employees  (afscme) 
union  is  using  similar  ads  in 
New  Hampshire,  Arizona, 
Florida,  and  Massachusetts. 


JOLLY  ROGER  AD:  Public 
workers  defend  their  turf 


The  $1  million  New  ^ 
radio  and  TV  campaign  I 
lights  examples  where  pri 
ization  allegedly  went  a; 
One  radio  ad,  for  insta 
claims  that  a  privatized  S 
nectady  (N.  Y.)  sewage- tr 
ment  plant  hasn't  solved 
problems  and  is  passing 
red  ink  to  consumers 
spokespersoi 
the  contrad 
Houston-ba 
Professional  I 
vices  Gn 
wouldn't  c 
ment.  Tr 
spots  are  aii 
in  particular 
plans  by  G 


am's  mayor,  Rudolph  Giuli 
to  take  residential  garbj 
pickup  and  school  custod 
jobs  private.  The  eampaf 
says  union  spokesman  Step! 
Madarasz,  is  "preventaji 
medicine." 


THE  BIG  PICTURE 

KEEP 
MOVING 


Your 
mortgage  may  be 
for  30  years,  but  you  likely 
won't  stay  in  the  house  that  long.  The  fastest  home 
turnovers  are  found  in  smaller  but  growing  states,  which 
benefit  from  an  influx  of  big-state  people.  The  national 
turnover  rate  in  1  993  was  1  2.0  years,  down 
from  13.4  years  in  1992. 


FOOTNOTES 


Questions  and  complaints  to  Better  Business  Bureaus  nationwide  in  1993:  14.6  million.  Increase  over  1992:  29% 
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Some  Of 
The  World's  Most 
Important  Meetings 
Don't  OpenWith 
A  Handshake. 


You  cross  time  zones  and  territories,  boundaries 
and  borderlines,  oceans,  countries  and  continents. 
And  you  do  it  all  in  the  name  of  business.  Of  course, 
with  a  flight  taking  off  every  17  seconds  of  every  day 
to  over  300  cities  in  34  countries,  Delta  Air  Lines 
can  fly  you  to  the  farthest  corners  of  the  business 
world.  But  when  the  job  is  done,  we  can  also  bring 
you  back  to  a  place  where  the  really  important  meet- 
ings happen.  To  a  place  where  facts  and  figures  are 
replaced  with  hugs  and  laughter.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


A 


You'll  Love  The  Way  We  Fly= 


ed  on  cities  served  by  Delta  and  Delta  Connection.'  Delta  Connection  flights  operate  with  Delta  Might  numbers  300<)o999  and  Toon -7499  -  ]994  Delia  Air  Lines.  Inc. 


You  want  the  truth?  Here  it  is.  NEC's  new  MultiSpirf  3X  CD-ROM  readers  are  the  best- 


erforming  readers  on  the  market. 

We  were  the  first  to  introduce  double  speed.  And  now  we  improved  our  data  transfer  rate 
d  450  Kbytes/sec.  and  made  a  triple-speed  reader  (Because  that's  what  you  wanted.)  We  also 
ut  our  access  time  to  less  than  200  milliseconds,  added  a  256-Kbyte  continuous-flow  cache, 
nd  a  SCSI  2  interface 

Which  means  you  can  get  your  information  three  times  faster  than  you  can  with  standard 
9aders,  see  smoother  animation  and  video. 


Our  new  MultiSpin  CD-ROM  readers  are  not  only  fast  but  interactive,  with  stand-alone  audio 
controls  and  an  LCD  display  on  the  front  panel.  So  you  don't  have  to  rely  on  your  computer  to  tell 
/ou  what's  going  on  (or  not  going  on)  with  your  reader 

They're  compatible  with  Macs  and  PCs,  as  well  as  Kodak  Multisession  Photo  CDs.  And,  they 
:ome  with  the  longest  commitment  in  the  industry- a  2-year  limited  warranty. 

For  more  information,  call  1-800-NEC-INFO.  Or  for  details  via  fax,  call  NEC  FastFacts"  at 
1-800-366-0476,  request  document  #23768.  We'll  answer  all  your  questions  about  CD-ROM  And 
/ou'll  actually  get  to  have  an  honest  conversation  for  a  change 
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WHO'S  AFRAID 

01  ECONOMIC  GROWTH? 


My  compliments  on  the  excellent  ar- 
ticle "Why  are  we  so  afraid  of 
growth?"  (Cover  Story,  May  16).  Amer- 
icans, as  a  nation,  have  stopped  believ- 
ing that  good  things  can  happen  to  us. 
We  have  entered  the  most  transforma- 
tive era  in  our  recorded  history,  and 
the  opportunities  are  dazzling.  But  only 
if  we  look  with  new  unconventional  eyes, 
divorced  of  the  fear  to  which  we  seem 
to  gravitate. 

C.  Sherman  Severin 
Graduate  Director 
Business  &  Management  Dept. 

Marylhurst  College 
Marylhurst,  Ore. 

Your  story  is  the  best  treatment  I 
have  seen  yet  of  this  important  top- 
ic. I  was  especially  pleased  to  see  the 
references  to  [Joseph  A.]  Schumpeter.  I 
have  tried  to  bring  more  attention  to 
his  thinking  in  some  of  my  speeches. 

One  of  the  unfortunate  legacies  of 
post-World  War  II  macroeconomics  is 
that  somehow  "more  people,  working 
smarter,  producing  more"  is  assumed  to 
reduce  the  purchasing  power  of  money. 
Not  everyone  on  the  [Federal  Reserve's 
Open  Market  Committee]  believes  that 
growth  causes  inflation. 

Jerry  L.  Jordan 
President  and  CEO 
Federal  Reserve  Bank  of  Cleveland 

Editor's  note:  The  writer  is  a  voting 
member  of  the  Open  Market  Committee. 

The  notion  of  innovation,  new  tech- 
nology, and  intense  global  competi- 
tion spawning  a  surge  in  productivity 
is  intuitively  appealing  and  seems  consis- 
tent with  recent  data.  Nevertheless, 
your  article  seems  too  optimistic  in  sug- 
gesting that  the  long-term  potential 
growth  rate  of  the  U.  S.  economy  may 
have  risen  as  much  as  a  full  percent- 
age point,  to  3lA%  per  year. 

First,  the  recent  acceleration  in  produc- 
tivity growth  owes  in  part  to  a  normal, 
cyclical  rebound  from  recession-depressed 
levels.  As  the  economic  expansion  ma- 


tures, productivity  growth  will  likelj 
from  its  recent  torrid  pace. 

Second,  whatever  increase  in 
productivity  we  are  enjoying  is 
being  offset  to  some  degree  by  a 
down  in  the  growth  of  the  labor 
from  the  1980s. 

Joshua  Feinman,  Vice-Pres 
Bankers  Trus  D 
Newj 

CAT'S  WORKERS  NEED  TO  BREAK 
OUT  OF  OID  PATTERNS  I 

Your  portrayal  of  Caterpillar  w; 
orful  but  neither  accurate  no: 
("Cat  is  purring,  but  they're  hissi 
the  floor,"  Top  of  the  News,  May 

Caterpillar  employees  represent 
the  United  Auto  Workers  (uaw)  a: 
ceiving  earnings  and  benefits  amon 
best  in  manufacturing  worldwide, 
earnings  of  the  average  hourly  emp 
totaled  $49,000  last  year;  plus  the 
ceived  first-dollar  health  coverage 
proved  pensions,  and  guaranteed  jc 
curity  through  at  least  September, 
Furthermore,  the  quality  of  pro 
built  in  our  UAW-represented  plants 
an  all-time  high,  indicative  of  a 
force  that  remains  committed  to 
lence  and  customer  service.  Finall 
more  than  two  years,  UAW  leaders 
not  allowed  members  to  vote  or 
company's  contract  offer  and  hav 
fused  to  put  forth  an  offer  of  their 
The  real  issue  is  one  that  UAW  le; 
don't  like  to  discuss— their  insistem 
an  outdated  "pattern"  contract.  Be< 
our  major  competitors  are  Europeai 
Japanese,  it  makes  no  sense  to 
Caterpillar's  contract  to  a  "patter: 
by  domestic  automobile  and  farm-i 
ment  manufacturers. 

Gerald  S.  Flalfrt 
Group  Pres 
Caterpillar*! 
Peori; 

REFORM  SOCIAL  SECURITY 
—OR  SCRAP  IT 


Your  article  "Dear  Elizabeth:  Tht 
ate  your  Social  Security"  (To 
the  News,  May  16)  is  a  good  examr. 
adding  confusion  to  what  is  a  si  )1 
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You'll  be 

done  before 
you  know  it. 

The  newer, 

faster,  better 

HP  LaserJet  4  Plus. 

Twelve  pages  per  minute.  A  faster 
RISC  processor.  And  an  advancement 
that  returns  the  use  of  your  PC  more 
quickly  All  with  HP's  superior  600-dpi 
print  quality.  What  are  you  waiting  for? 

The  new  HP  LaserJet  4  Plus  printer 
delivers  even  greater  performance 
than  its  groundbreaking  predecessor, 
the  LaserJet  4.  And  it  does  so  for  the 
same  price.  Only  $1,839  U.S.  list. 

See  your  Yellow  Pages  for  a  dealer 
near  you.  Move  up  to  the  new  HP 
LaserJet  4  Plus,  or  to  the  LaserJet  4M 
Plus  for  mixed  environments  and  net- 
works. And  move  on  to  your  next  project 

You  do  your  job.  We'll  do  ours. 

HP  LaserJet  Printers 

What  HEWLETT* 
mJ/LM  PACKARD 


— John  Byrne,  Business  Week 


One  of  the  most  brilliant  and  engaging  thinkers  of  our  day 
extends  a  guiding  hand  in  the  search  for  a  framework  to 
manage  our  lives  and  careers  in  a  sounder  and  more  satis- 
fying fashion.  Handy  ranges  widely  over  business,  family, 
education,  citizenship,  money  relationships,  and  myriad 
other  subjects  that  touch  upon  our  search  for  meaning. 

Sure  to  become  a  new  conceptual  guidebook  for 
people  affected  by  big  organizational  changes." 

—  Michael  Pellecchia,  Dallas  Morning  News 

THE  AGE  OF  PARADOX 

Charles  Handy 

$22.50 

Also  by  Charles  Handy:  The  Age  of  Unreason 

Named  one  of  the  ten  best  business  books  of 
the  year  by  Business  Week  and  Fortune. 
At  bookstores  now,  or  call  1-800-545-7685  ext.  620A 
1-617-495-6192  ext.  620A 

Harvard  Business  School  Press 

Boston,  MA  02163 


For  more  information  about  HIV/AIDS,  call  the 
National  AIDS  Hotline,  Centers  for  Disease  Control.  1-800-342-AIDS. 
or  write  to  the  American  Association  for  World  Health, 
1129  20th  Street  NW,  Suite  400,  Washington,  DC  20038-3403. 

UNITED  STATES 


POSTAL  SERVICE 


CORRECTIONS  &  CLARIHCATIOli  , 

In  "The  best  small  companies"  tafts 
("Hot  Growth  Companies,"  Cover  lo- 
ry, May  23),  the  correct  telepr 
number  for  Pinnacle  Micro  Inc 
800  553-7070.  Also,  National  El 
Centers  Inc.  is  located  in  Springe! 
Ark. 


problem.  The  problem  is  that  we 
allowed  Congress  to  use  the  fund| 
tended  for  our  retirement  to  be 
for  current  expenditures.  The  solutifl 
to  limit  the  use  of  Social  Securitl 
just  Social  Security. 

Any  private  individual  with  fidu| 
responsibility  to  a  pension  or  investi 
fund  that  has  been  managed  as  ij 
as  the  Social  Security  fund  has 
would  already  be  in  jail,  and  certl 
not  enjoying  special  privilege! 
Congress. 

David  MazzuJ 
Danbury,  (J 

Please  tell  Elizabeth  not  to  w| 
about  the  government-sponsored 
scheme  called  Social  Security.  Wh] 
join  the  powerful  old-folks  lobbyj 
American  Association  of  Retired 
sons,  in  25  years  or  so,  I  will  derlj 
that  payouts  be  made  only  to  tho| 
need. 

And  unlike  today's  1  million  h(j 
holds  with  $100,000  incomes  and  i 
that  receive  monthly  Social  Secil 
checks,  I  will  not  allow  my  childra 
unjustly  fund  my  lavish  country] 
retirement. 

Mark  A.  Griml 
San  Gabriel,  d 

The  solution  to  the  Social  Sect 
dilemma  is  to  give  everyone  I 
what  they've  put  in  and  scrap  thej 
tern.  Any  objections? 

Alice  MoultorJ 
Basking  Ridge, 
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Target  Your  Career 


If  you  are  an  accounting  and  finance  professional  in  business, 
public,  or  government  accounting  who  measures  success  in  terms  of 
opportunity,  recognition,  and  reward,  then  target  your  career  today! 

Become  a 

Certified  Management  Accountant 
1-800-638-4427 

Institute  of  Management  Accountants 

10  Paragon  Drive 
Montvale,  NJ  07645-1760 


OW  TO  LOOK  LIKE  A 

HARD-NOSED,  PENNY- 
PINCHING  TIGHTWAD 

TO  YOUR  CFO  WHILE  LOOKING  LIKE 
A  KIND,  GENEROUS  BENEFACTOR 
TO  EVERYONE  ELSE. 


It's  a  classic  case  of  betiuixt  and 
between.  A  rock  and  a  hard 
place.  Jekyll  and  Hyde.  °~  On  the  one 
hand,  you  know  that  quality  health  care  is  an 
important  part  of  attracting  and  keeping  good 
people.  But  you  also  know  that  wasting  money 
can  shorten  your  own  career.  =~  So  what's  a  bene- 
fits manager  to  do,  other  than  wring  his  or 


her  hands  ?  Call  Blue  Cross  of  California. 

Last  year,  we  were  able  to  save  our  custom- 
ers over  $900  million  through  discounts 
and  programs  such  as  our  Claims  Kef  service. 
With  Claims  Key,  we  look  at  three  months' 
worth  of  your  claims  and  give  you  a  side-by- 
side  comparison  of  how  we  could  have  saved 


*CaliforniaCare  Health  Plans  and  Blue  Cross  of  California  are  Independent  Licensees  of  the  Blue  Cross  Association.  ®  is  a  registered  mark  of  the  Blue  Cross  Association  ®'  is  a  registered  mark  of  the  WellPoint  Health 


you  more  money  than  your  present  carrier 
did.  ( One  example:  Claims  Key  just  saved 
a  leading  department  store  chain  $760,000 
in  only  ten  months.)  «~  And  programs  like 
our  Medical  Group  Score  Card  provide 
an  individualized  review  of  over  123  medical 
groups  and  15,000 physicians  affecting 
over  2  million  patients.  And  our  Centers  of 
Expertise  program  identifies  hospitals  that 


qualify  as  experts  in  specific  procedures  rang- 
ing from  heart  transplants  to 
kidney  transplants.  ^  So 
call  your  broker  or  a 
Blue  Cross  Group  Sales 
office.  We  can  show  you  how  to  satisfy  everyone. 
Without  developing  an  identity  crisis. 

CaliforniaCare  Health  Plans 


..  Blue  Cross  of  California 


a  service  mark,  of  Blue  Cross  of  California.  ©1994  Blue  Cross  of  California. 
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ANK  YOU  FOR  SMOKING 

Christopher  Buckley 

ndom  House  •  272pp  •  $22 

YARNING*  HAZARDOUS 

0  THE  TOBACCO  LOBBY 

Sure  enough,  that  embarrassment'  is  the 
reason  Naylor  can  muster  the  guts, 
while  seated  between  a  hairless,  15-year- 
old,  former  Camel-smoking  cancer  suffer- 
er and  a  do-good  bureaucrat  from  the 
Office  of  Substance  Abuse  Prevention,  to 
tell  Oprah  that  the  feds  wanted  the  kid 
to  die.  Why?  '"So  that  their  budgets'—he 
spat  out  the  distasteful  word— 'will  go 
up.  This  is  nothing  less  than  trafficking 
in  human  misery  and  you,  sir,  ought  to 
be  ashamed  of  yourself.'" 

It  also  explains  why  Naylor  can  hud- 
dle merrily  with  the  chief  spokespeople 
for  the  alcohol  industry  and  the  gun  lob- 
by at  weekly  "Merchant  of  Death"  lunch- 
eons. Sequestered  at  back  tables  in  low- 
profile  restaurants,  Naylor  and  his  "Mod 
Squad"  cronies  trade  black  humor  and 
try  out  "sound  bites  de-emphasizing  the 
lethality  of  their  products." 

The  work  poses  some  interesting  chal- 
lenges. One  of  Naylor's  chums  is  charged 
with  positioning  the  massacre  of  a  Texas 
church  choir  as  evidence  of  why  gun 
control  is  dangerous.  How  so?  A  parish- 
ioner in  the  front  row  insists  she  would 
have  had  a  clear  shot  had  she  been 
packing  her  piece.  Naylor's  other  pal, 
representing  the  Moderation  Council 
(whose  slogan  is  "strength  through  unity 

1  n  the  recurring  nightmare  that 
makes  reporters  wake  up  with  the 
1  cold  sweats,  you  believe  a  source 
10  has  just  tipped  you  off  to  the  Big 
ory,  and  then,  after  you  run  with  it— 
loops.  Well,  the  nightmare  came  true 
1  poor  Nick  Naylor. 
A  Washington  television  reporter, 
lylor  is  on  a  run-of-the-mill  assignment 
vering  the  President's  trip  to  a  Marine 
ise  when  he  overhears  Secret  Service 
;ents  fretting  about  Rover  choking  on 
piece  of  meat.  As  Naylor  happens  to 
low,  "Rover"  is  the  President's  code 
ime.  When  somebody  pronounces  Rov- 
dead,  Naylor  grimly  tells  the  nation 
ie  news,  sending  the  stock  market 
unging  180  points  before  the  White 
ouse  reassures  everyone  that  the  Pres- 
ent is  fine.  The  late  Rover,  it  turns 
it,  was  the  base  commandant's  dog. 

Nick  Naylor  is  author  Christopher- 
Buckley's  fictional  answer  to  the  ques- 
tion: What  kind  of  person  would  take  on 
the  Sisyphean  task  of  doing  public  rela- 
tions for  the  tobacco  industry?  Naylor,  a 
smooth,  shamed,  soul-sapped  sell-out, 
that's  who— the  star  of  Buckley's  fiend- 
ishly funny  send-up  of  Big  Tobacco  and 
Washington  spin  control,  Thank  You  for 
Smoking. 

Nick's  Rover  fiasco,  it  turns  out,  was 
precisely  the  reason  the  head  of  the 
"Academy  of  Tobacco  Studies,"  J.  J.  Hol- 
lister  ("a  man  born  with  tar  in  his 
blood")  hired  him  to  be  the  ATS  spokes- 
person. Hollister  reassured  the  tobacco 
industry's  wheezy  old  generals:  "That 
boy  is  going  to  work  his  behind  off  put- 
ting this  thing  behind  him  That  boy 

is  going  to  be  one  angry  young  man." 

Quite  a  judge  of  character,  that  J.  J. 

As  NCR,  we  pioneered  customer  information 
gathering  over  100  years  ago.  Today  we  capture 
data  at  virtually  every  point  of  customer 
contact.  Our  ATMs  alone  process  billions  of 
transactions  each  year. 
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a  time  of  volumetric 
:line")  ponders  wheth- 
she  should  try  to  out- 
meuver  Diane  Sawyer 
Prime  Time  Live  to  be 
St  to  hug  a  child  with 
al  alcohol  syndrome  on 
nera. 

These  characters  earn 
ar  pay.  So  does  Nay- 
,  whom  Buckley  man- 
gs  to  make  likable  de- 
te  his  cynicism,  which 
thicker  than  the  three- 
ck-a-day  smoke  that 
iris  around  him. 
Buckley,  the  editor  of 
rbes  FYl,  is  a  Washing- 
1  insider  who  knows 
s  turf.  His  previous, 
ill-received  satire  was 
e  White  House  Mess.  Even  though 
ne  of  his  one-liners  read  as  though 
;y  were  written  for  Murphy  Brown 
deliver  and  then  wait  for  the  laugh 
:ck,  most  of  his  humor  is  well-ground- 
in  ironies  that  have  tickled  tobaeco-in- 
stry  watchers  for  years,  beginning 
th  a  certain  personal  problem  that 
ne  real-life  tobacco  lobbyists  and  em- 
yees  have  trouble  controlling.  For  ex- 


uckley's  satire 
will  have  you  roaring, 
but  it's  painfully 
close  to  what's  on  the 
news  these  days 


Thank  You 
for 

MOKINC 


ample,  the  receptionist  at  ATS,  after  an- 
swering the  phone  cheerfully,  "began  to 
cough.  No  dainty  little  throat-clearer, 
either,  but  a  deep  pulmonary  bulldozer. 
'Academy  of— harrg— Tobacco— kuhh— 
Studies.'  Nick  wondered  if  having  a  re- 
ceptionist who  couldn't  get  through  'hel- 
lo' without  a  bronchospasm  was  a  plus." 

The  plot  is  a  farcical  romp  through 
the  second -biggest  event  in  Nick's  life: 


His  kidnapping,  allegedly 
by  antismoking  advocates 
who  cover  his  body  in 
enough  stop-smoking  nico- 
tine patches  to  kill  him. 
He  manages  to  escape, 
however,  and  is  found  in 
his  boxer  shorts,  stum- 
bling and  wired,  by  the 
police.  Nick  becomes  an 
overnight  celebrity  and  a 
hero  to  his  benefactors 
when  he  miraculously  es- 
capes death— in  part  lie- 
cause  of  his  high  tolerance 
for  nicotine.  For  that,  he 
earns  a  big  salary  in- 
crease, the  laser-beam 
lust  of  a  sexy  co-worker, 
and  the  cushy  assignment 
of  working  out  bribes 
with  a  big-name  Hollywood  producer  to 
put  cigarettes  in  the  celluloid  hands  of 
hot  young  actors.  But  it  also  raises  the 
antennae  of  the  FBI,  who  wonder:  Isn't 
this  the  second  time  Nick  Naylor  has 
captured  the  spotlight  through  unusual 
circumstances? 

An  ace  satirist,  Buckley  will  have  you 
roaring,  but  the  feeling  fades  to  an  edgy 
sadness.  Flip  on  the  nightly  news  lately 


move 


iny  quantity  of  information  to  anyqne,  anymme,  anywhere. 


And  who  could  move  it  better  than  AT&T? 
We  can  communicate  any  quantity  of 
customer  information  in  any  form:  voice, 
data,  image,  or  video. 
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Some  day,  one  of  us  may  need  the  latest  medical  information. 


Robust  and  carefree  today,  we  seldom  think  about  the  time 
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call  just  fcr  more  about  us,  so  ~ ^ ~" 
you'll  have  Medical  Information  MEDICAL 
Service  on  file  for  the  day  you  INFORMATION 
need  that  intellectual  control  of    ^  I C  E 

some  health  problem.  ^ — 


Medical  Information  Service  is  a  p;irt  of  the  Palo  Alio  Medical  Foundation,  a  non-profit  organization  founded  60  years  ago.  dedieated  to  medical  research,  education  and  patient  care 
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1  there  are  those  tobacco  executives 
uthing   the   very   assertions  you 
ghed  at  when  they  came  from  Buck- 
's characters— that  the  smoking  de- 
e  is  not  about  recruiting  children  to 
ske,  it's  about  an  assault  on  American 
il  liberties;  that  cigarettes  aren't  ad- 
tive,  they're  just  a  pleasurable  habit, 
;  sweets  or  coffee.  However  broad 

comedy  in  Thank  You  for  Smoking 
:omes,  it  often  feels  as  though  only 

names  have  been  changed.  This  book 
ilso  a  broadside  at  the  purse-lipped 
itically  correct.  But  its  cut-the-bull 
nor  stands  a  better  chance  of  making 
dr  points  than  product  labeling  or 
f-righteous  rhetoric  ever  will. 
[Tie  only  thing  funnier  to  be  said  this 
ir  about  smoking  could  well  be  what- 
sr  reaction  the  tobacco  industry  will 
re  to  this  book.  Imagine  the  Tobacco 
titute  press  release  denouncing  it— 
,h  Nick  Naylor's  logic-suspending  in- 
flation propelling  every  line.  A  pos- 
le  correlation  between  reading  satire 
i  blindness,  perhaps?  Better  yet, 
ke  it  wrinkles.  Laugh  lines  could  be  a 
;  problem  here. 

BY  JOAN  O'C.  HAMILTON 
Correspondent  Hamilton  has  covered 

smoking  debate  from  San  Francisco. 

THE  PRU-BACHE  MURDER 

By  Jeffrey  Taylor 
HarperCollins  •  293pp  •  $23 

ROGUE  BROKER 

nity.  He's  more  successful  at  exposing 
the  scams,  which  included  loading  up 
clients'  iRAs  with  speculative  stocks, 
churning  stocks  until  a  customer's  ac- 
countant catches  on,  and  leveraging 
clients'  accounts  by  buying  on  margin. 

What's  most  striking  is  how  easily 
Prozumenshikov  got  away  with  it.  He 
thrived  at  three  major  firms— Merrill 
Lynch,  Drexel  Burnham  Lambert,  and 
Prudential-Bache,  now  Prudential  Secur- 
ities. His  supervisors  were  remarkably 
ineffective  in  stopping  him  from  essen- 
tially stealing  from  his  customers.  In- 
deed, his  high  profits  were  rewarded. 
He  regularly  attended  lavish  sales  con- 
ferences and  got  huge  up-front  hiring 
bonuses  each  time  he  moved. 

While  the  Securities  &  Exchange 
Commission  is  now  cracking  down  on 
so-called  rogue  brokers,  The  Pru-Bache 
Murder  shows  that  rogues  are  anything 
but  outsiders.  They  are  created  by  the 
system,  through  very  specific  incentives. 

Styling  the  book  as  a  thriller  makes 
Taylor  too  sympathetic  to  the  murdered 
broker  and  insufficiently  analytical  about 
how  he  prospered  so  long.  Still,  many 
denizens  and  clients  of  Wall  Street  will 
appreciate  this  sordid  tale  of  revenge. 

BY  LEAH  NATHANS  SPIRO 

|H|hc  movie  Wall  Street  is  a  cult  clas- 
Isic  among  brokers  for  its  dead-on 
H  portrayal  of  a  brokerage  firm  in 
the  roaring  Eighties,  peopled  with  avari- 
cious hustlers,  greedy  customers,  and 
invisible  managers.  The  Pru-Bache  Mur- 
der: The  Fast  Life  and  Grisly  Death  of  a 
Millionaire  Stockbroker  describes  a  simi- 
lar, but  real-life  milieu.  Wall  Street  Jour- 
nal reporter  Jeffrey  Taylor  chronicles 
the  life  of  Russian  emigre  Michael  Pro- 
zumenshikov,  who  went  from  janitor  to 
top  broker  generating  huge  commissions. 
After  years  of  fleecing  customers,  he 
was  killed  by  an  enraged  client,  who 
hacked  up  his  body  and  strewed  the 
parts  in  a  snow  bank  near  Minneapolis. 

Taylor  tries  to  provide  insight  into 
Prozumenshikov  by  documenting — with 
pages  of  excessive  detail— his  lust  for 
Rolexes  and  Mercedes,  his  workaholism, 
and  life  in  the  Russian  emigre  commu- 

Mice and  dice  customer  information  a  thousand  dmereritmt'oys. 


Our  scalable  processing  capabilities  give 
you  as  many  powerful  ways  to  use  customer 
information  as  there  are  situatk  >ns  in  which 
to  use  it.  In  fact,  we're  the  world  leader  in 
commercial  massively  parallel  processing. 
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Economic  Viewpoint 


THE  NATURAL  RATE  OF  INFLATION 
ISN'T  CARVED  IN  STONE 


BY  ROBERT  KUTTNER 


The  level  at  which 
new  hiring  sparks 
inflation  keeps 
changing — so  it's 
perfectly  feasible  for 
the  right  policies  to 
nudge  the  rate 
downward  from 
the  6%  evidently 
accepted  by  the  Fed 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-FAIRE 


■  n  the  debate  about  the  Fed's  recent  rate 
I  hikes,  we  have  heard  a  great  deal  about 
I  the  "natural  rate  of  unemployment."  The 
concept,  coined  by  economist  Milton  Fried- 
man in  1968,  is  that  there  is  a  normal  amount 
of  unemployment;  if  the  government  tries 
through  fiscal  or  monetary  policy  to  reduce 
joblessness  below  its  "natural"  or  equilibrium 
rate,  the  economy  will  just  pay  a  price  in  infla- 
tion. That  in  turn  will  reduce  investment  and 
thus  create  higher  unemployment  later  on. 
This  claim  is  a  variant  on  the  usual  mantra  of 
Chicago-school  economics:  The  economy  is  do- 
ing the  best  it  can,  so  leave  well  enough  alone. 

The  Federal  Reserve  has  evidently  conclud- 
ed that  the  natural  rate  is  something  in  excess 
of  6%.  The  Fed  has  raised  interest  rates  four 
times  during  the  past  four  months,  on  the 
premise  that  too  much  job  creation  would  be 
inflationary.  But  there  are  two  separate  falla- 
cies at  work  here,  needlessly  denying  the 
economy  job  creation  and  growth. 

First,  as  this  column  has  argued  (Apr.  Ill 
and  as  BUSINESS  WEEK  explained  in  a  cover 
story  (May  16),  there  is  a  good  deal  of  evi- 
dence the  Fed  is  battling  ghosts.  At  the  pre- 
sent rates  of  growth  and  job  creation,  inflation- 
ary pressures  are  virtually  flat.  On  the  eve  of 
the  most  recent  rate  hike,  on  May  17,  the  La- 
bor Dept.  reported  that  consumer  prices  in 
April  increased  just  0.1%  and  that  the  core  in- 
flation rate,  which  excludes  food  and  energy 
prices  (on  grounds  of  volatility  I,  actually  fell. 
MOVABLE  BEAST.  Second,  the  "natural  rate  of 
unemployment,"  if  it  exists  at  all,  is  anything 
but  stable.  It  varies  over  time  and  place  as  a 
result  of  public  policies  as  well  as  shifts  in 
the  private  economy.  As  I  have  suggested, 
the  erosion  of  labor's  bargaining  power,  cou- 
pled with  increased  global  competition  and 
technological  innovation,  means  the  economy 
can  run  closer  to  full  employment  without 
courting  wage  or  price  increases. 

Columbia  University's  Edmund  S.  Phelps 
examines  unemployment  by  year  and  by  coun- 
try for  1955  to  1990  in  his  recent,  influential 
book.  Structural  Slump*.  His  finding:  "The 
equilibrium  path  of  the  unemployment  rate 
always  approaches  the  natural  rate,  as  be- 
fore. But  something  has  been  added.  The  nat- 
ural rate  moves!" 

Most  noneconomists,  of  course,  would  not 
find  that  a  startling  insight.  Phelps  aptly  sug- 
gests that  some  policies,  such  as  excessive 
payroll  taxes,  can  raise  the  cost  of  taking  on 
new  labor  and  thus  push  the  natural  rate  up. 
Other  policies,  such  as  wage  subsidies,  can 
push  it  down.  Structural  characteristics  of  the 
economy  that  Phelps  doesn't  emphasize,  such 


as  the  degree  of  price  competition,  the  sta 
technology,  and  the  strength  and  strateg 
unions,  can  also  affect  the  point  at  which 
creation  begins  to  stimulate  inflation.  Foi 
ample,  unions  in  Scandinavia,  though 
stronger  than  those  in  the  U.  S.,  have 
had  a  policy  of  limiting  wage  hikes  to 
ductivity  increases.  They  pursue  this  si 
ingly  anomalous  strategy  in  order  to 
down  inflation  and  thus  to  allow  the  econ 
to  run  closer  to  full  employment. 
cuts  both  ways.  Recent  structural  shift 
the  natural  rate  of  unemployment  have 
simultaneously  in  opposite  directions.  In 
rope,  where  unions,  minimum  wages,  anc  I 
cial  supports  remain  strong  and  payroll  t  e: 
are  high,  few  new  jobs  have  been  gener£ 
In  the  U.  S.,  where  payroll  taxes  are  smalk 
seems  likely  that  the  natural  rate  is  k 
than  Europe's  to  begin  with.  Moreover, 
U.  S.  natural  rate  has  fallen  because  labor 
gaining  power  is  much  weaker,  and,  than 
new  technology  and  sources  of  supply,  t 
are  ample  opportunities  for'  customers  to  r 
price  increases. 

Some  economists  nonetheless  point  to  o: 
ting  trends  that  have  pushed  the  natural 
upward,  even  in  the  U.  S.  For  example. 
University  of  Chicago's  Robert  H.  Topel 
Harvard  University's  Martin  S.  Feldstein 
tend  that  the  persistence  of  structural  ur| 
ployment  leads  to  a  higher  de  facto  natura 
employment  rate.  After  a  while,  low-s 
hard-to-employ  people  become  effectively 
employable,  no  matter  how  fast  the  econ 
grows.  To  stimulate  the  whole  econom 
the  point  where  the  least  attractive  5% 
"hireable,"  one  must  arguably  overstimi 
the  rest  of  the  economy. 

This  insight,  although  accurate  as  far 
goes,  is  the  economic  equivalent  of  shoo 
the  economy's  wounded.  If,  as  Phelps  fi 
the  natural  rate  of  unemployment  moves, 
sensible  policies  can  move  it.  Job-training 
icies  can  push  the  natural  rate  still  lo1 
both  by  making  the  structurally  unempk 
into  more  attractive  job  candidates  as  we 
by  eliminating  wage  pressures  that  result  i 
spot  shortages  of  highly  skilled  work 
Changing  the  rules  on  overtime  would 
to  new  hires  rather  than  longer  work  we 
Labor  Secretary  Robert  B.  Reich  says: 
ever  the  so-called  natural  rate  of  imemp 
ment,  given  the  structures  we  inherited, 
Administration  is  determined  to  push  it  do 

A  worthy  goal,  that.  Despite  Friedman 
the  Fed,  the  "natural"  rate  of  unemploymef 
anything  but  natural.  And  enlightened  pi 
policy  is  anything  but  helpless. 


i! 
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conomic  Trends 


BY  GENE  KORETZ 


AN  UNCERTAIN  DOLLAR 

IS  TURNING  EYES 

TO  JAPAN  AND  GERMANY 


Is  the  dollar  a  prisoner  of  potentially 
damaging  speculative  excesses  on  for- 
eign exchange  markets?  That's  certainly 
a  popular  view  on  Wall  Street.  The  fi- 
nancial markets  have  been  spooked  by 
fears  that  skittish  currency  traders 
would  continue  to  push  the  dollar  down 
against  the  German  mark  and  the 
Japanese  yen,  thereby  forcing  U.  S.  bond 
rates  higher  and  imperiling  incipient  re- 
coveries overseas.  Even  the  Clinton  Ad- 
ministration, which  once  welcomed  dollar 
weakness  as  a  way  to  wring  trade  con- 
cessions from  the  Japanese,  has  given  its 
blessing  to  efforts  by  the  Federal  Re- 
serve and  other  central  banks  to  support 


IN  MOST  OF  THE  WORLD 
THE  DOLLAR  IS  STROHG 


120 


TRADE-WEIGHTED  DOLLAR* 

—    EXCLUDING  THE  YEN 
AND  THE  MARK 


'90  '91  '92  '93  '94 

▲  INDEX:  1990=100  *VS.  17  INDUSTRIAL  NATIONS  "APRIL 

0AIA:  MORGAN  GUARANTY  TRUST  CO 


the    dollar    in    currency  markets. 

According  to  economist  Bruce  Kas- 
man  of  Morgan  Guaranty  Trust  Co.,  the 
dollar's  recent  gyrations  reflect  more 
than  nervous  trading  activity.  What  is 
happening,  he  says,  "is  a  reassessment  of 
international  profit  opportunities." 

Kasman  notes,  for  example,  that  the 
dollar  has  stayed  strong  against  the  cur- 
rencies of  most  industrial  countries  ex- 
cept for  Germany  and  Japan  (chart). 
Given  the  robustness  of  the  U.  S.  ex- 
pansion, such  strength  is  hardly  sur- 
prising. Many  industrial  countries 
plagued  by  chronic  economic  woes  have 
suffered  currency  depreciation  against 
the  dollar.  And  some— such  as  Britain, 
Australia,  Canada,  Norway,  and  Fin- 
land—have been  aggressively  cutting 
their  interest  rates. 

Meanwhile,  says  Kasman,  Germany 
and  Japan  have  maintained  far  tighter 


monetary  policies  than  the  U.  S.,  pushing 
inflation  down  and  keeping  real  short- 
term  interest  rates  relatively  high  at  a 
time  when  comparable  inflation-adjusted 
U.  S.  rates  have  been  low.  And  both 
these  nations  are  now  poised  for  up- 
turns  in  the  face  of  significant  idle  ca- 
pacity, whereas  the  U.  S.  expansion  is 
rapidly— "too  rapidly,"  says  Kasman— ap- 
proaching the  point  at  which  capacity 
constraints  reignite  inflation. 

In  short,  Kasman  believes  that  the 
message  of  the  currency  markets  is  that 
rising  inflation  risks  in  the  U.  S.  are 
shifting  investor  interest  toward  the 
prospect  of  noninflationary  profit  growth 
in  Japan  and  Germany.  "We  think  the 
dollar  should  strengthen  again,"  he  says, 
"but  only  if  the  Fed  acts  more  decisive- 
ly to  keep  inflation  in  check." 


ONE  MORE  REASON 
THE  U.S.  TRADE  GAP 
WILL  GET  WIDER 


America's  trade  deficit  fell  in  March, 
but  it  still  seems  headed  higher— if 
only  for  cyclical  reasons.  As  long  as  the 
U.  S.  expansion  continues  and  foreign 
economies  remain  weak,  America's  ap- 
petite for  imports  will  grow,  and  de- 
mand for  its  exports  will  stay  depressed. 

Economist  Edward  F.  McKelvey  of 
Goldman,  Sachs  &  Co.  underscores  an- 
other element  in  the  trade  outlook.  He 
notes  that  the  prices  of  a  broad  range  of 
imports  have  been  unusually  subdued 
for  years.  On  average,  from  1987  to 
1993,  import  prices  have  risen  1.5  per- 
centage points  less  than  prices  of  do- 
mestically produced  goods  and  services. 
In  fact,  over  the  past  year  nonoil  im- 
port prices  have  been  edging  up  at  a 
mere  1%  annual  rate. 

These  trends,  says  McKelvey,  suggest 
that  rising  imports  will  continue  to  swell 
the  trade  deficit  as  long  as  domestic  de- 
mand remains  strong.  And  bouts  of  dol- 
lar weakness  won't  affect  U.  S.  inflation 
until  foreign  businesses  raise  prices  a 
lot  more  aggressively. 


FINDING  THE  HIDDEN 
MIDDLE  CLASS  IN 
DEVELOPING  COUNTRIES 


ere's  a  tip  for  U.  S.  companies  scan- 
ning the  globe  for  potential  cus- 
tomers: There  are  far  more  middle-class 
consumers  in  emerging  countries  in  Asia 
and  Latin  America  than  most  studies 
indicate,  reports  the  Futures  Group  Inc., 
a  consulting  firm  based  in  Connecticut. 


Rather  than  relying  on  dollar  lx- 
change  rates  to  gauge  income  leels 
overseas,  Futures  Group  analysts  ise 
so-called  purchasing-power-parity  rrth 
ods  developed  by  economists  at  lie 
World  Bank  and  the  U.  N.  These  rrt 
ods  factor  local  prices  of  nontr££ci 
goods  and  services,  such  as  hous 
utilities,  and  health  care,  into  then] 
come  measures. 

The  results  are  eye-popping.  Ch«si 
per  capita  income  is  $400  as  measAdi 
by  exchange  rates,  but  approaAal 
$2,500  on  a  purchasing-power  basis,  m- 
ilarly,  India's  per  capita  income  juts 
fivefold,  to  $1,250,  while  Mexico's  m-\ 
bles,  to  $7,000.  And  whereas  fewer  ma 
3  million  Chinese  are  middle  class  inke 
sense  of  earning  $10,000  to  $40,0(  &i 
year  when  measured  by  currency  k- 
change  rates,  their  ranks  soar  to  s  e 
80  million  when  purchasing  powe  is 
used  as  the  yardstick. 

Purchasing-power  measures,  ch  is 
the  Futures  Group,  can  help  ider  :y 
large  groups  of  potential  customers  >y 
casting  light  on  disposable  income  a  li- 
able for  purchases.  And  that's  exaly 
what  U.  S.  exporters  are  interested 


HOW  AMERICA'S 
MOBILITY  HURTS 
POOR  CHILDREN 


Americans  are  among  the  most  i 
bile  of  people,  with  about  one-Stf 
moving  each  year.  But  while  mob 
can  improve  the  efficiency  of  labor  lar 
kets,  it  seems  particularly  high  arm- 
the  poor  and  disadvantaged.  The  eljct 
on  children  can  be  particularly  deas- 
fating,  according  to  a  recent  Genial 
Accounting  Office  study. 

The  gao  reports  that  an  astoniskig 
30%  of  U.S.  third-graders  from  lain 
with  annual  incomes  below  $10,00(1  1 
changed  schools  at  least  three  tie- 
since  entering  first  grade— as  have  \% 
of  third-graders  in  inner-city  schd;-. 
That's  two  and  three  times  the  i(te 
among  children  who  attend  suburEii 
and  rural  schools  or  come  from  n>r 
affluent  families. 

Such  mobility  exacerbates  the  p»b- 
lems  faced  by  disadvantaged  child  sr 
Among  all  income  groups,  frequn 
school-changers  are  more  likely  to  ?r- 
form  poorly  in  reading  and  math,  tc*c 
peat  a  grade,  and  to  have  health  p  it 
lems  than  children  who  have  n(er 
changed  schools.  And,  notes  the  00, 
mobile  families  and  their  children  ire 
among  the  least  likely  to  take  ad\ri 
tage  of  government  programs  aimeiat 
improving  educational  success. 


22  BUSINESS  WEEK/JUNE  6,  1994 


ECONOMIC  pNC: 


Call  Today  for  FREE  No-obligation  Information! 


'Here's  an  exciting  new 
way  to  say  I  love  you. 
It's  the  ultimate  gift! 

I  want  to  tell  you  about  the  most  lasting, 
loving  gift  of  financial  security  that  I  have 
ever  come  across.  The  Ultimate  Gift  Certificate 
truly  is  the  gift  that  lasts  beyond  a  lifetime." 

Dick  Clark 


pF  As  Dick  Clark  discovered  when  he  purchased  the  very  first 
Ultimate  Gift  Certificate,  it  is  the  most  revolutionary,  enduring, 
loving  gift  ever  made  available  for  family  and  loved  ones,  and  it  costs 
just  pennies  on  the  dollar. 

A  $250,000  Gift  Certificate,  costing  as  little  as  $1,837*  yearly  or  one 
payment  of  $25,786*,  can  provide  a  legacy  of  wealth  for  your  children, 
grandchildren,  friend,  employee  or  your  favorite  charity.  This  unique 
Gift  Certificate  is  backed  by  a  $250,000  life  insurance  policy,  underwritten 

by  American  General  Life,  which  can 
potentially  increase  the  value  of  your  asset  up 
to  10  times  its  original  value  upon  your  death. 

Available  for  individuals  in  $50,000  to 
$5,000,000  Gift  Certificates  with  payments  of 
one  to  ten  or  more  years.  Call  toll-free  for  more 
detailed  information  on  how  The  Ultimate 
Gift  Certificate  can  work  for  you! 
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Wealth  Creation  Centers 

America 's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 
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The  Ultimate  Gift  Certificate  preserves  the  American  I 
dream  for  your  family  and  for  future  generations" 

Dick  Clark 


For  more  information  on  how  to  give  the  gift  that  lasts  beyond  a  lifetime: 
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Return  the  questionnaire  to: 
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Suite  500 
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Send  No  Money 

We  will  help  you  make  a  no-cost 
appointment  with  a  local  medical 
group  to  qualify  you  for  rates 
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The  death  benefit  of  your  policy  can  be  designed  to  be 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ME  ECONOMY  CAN'T  COUNT  ON  HELP 
FROM  WASHINGTON— OR  THE  DOLLAR 


WHY  THE  DEFICIT 
IS  SHRINKING 


If  the  Federal  Reserve  has  truly  shifted  monetary  pol- 
icy into  neutral,  then  the  U.  S.  economy  finds  itself  in 
an  unfamiliar  position.  For  the  first  time  since  1989, 
he  net  thrust  from  Washington's  two  main  policy  levers  is 
tow  contractionary:  The  central  bank  is  neither  stimula- 
ive  nor  restrictive,  and  the  shrinking  federal  deficit 
;ieans  that  fiscal  policy  is  a  drag. 
This  shift  is  a  big  reason  why  the  economy  is  far  from 
verheating.  In  fact,  it  suggests  that  the  peak  growth 
ate  in  this  expansion  is  near,  as  the  economy  must  move 
orward  on  its  own  momentum.  This  doesn't  mean  that  re- 
ession  is  just  around  the  corner— it  isn't.  But  it  does 
uggest  that  growth  in  1995  could  be  a  notch  below  1994's. 

The  deficit  declines  since  1992 
have  been  impressive.  With  the 
key  April  data  now  in  hand,  the 
budget  gap  for  fiscal  1994— end- 
ing in  September— is  on  track  to 
clip  perhaps  as  low  as  $205  bil- 
lion, led  by  an  acceleration  in  re- 
ceipts and  slow  growth  in  out- 
lays (chart).  The  Treasury  posted 
a  $17.5  billion  surplus  in  April, 
twice  last  April's  level,  mainly 
reflecting  the  tax  hike  on  high-in- 
:ome  individuals.  Outlays  were  no  higher  than  they  were 
i  year  ago. 

If  that  projection  is  on  the  mark,  the  deficit  would  be 
lown  from  $254.7  billion  in  1993,  and  from  $290.7  billion  in 
1992.  It  would  also  be  lower  than  the  Clinton  Adminis- 
tration's forecast  of  $220  billion  to  $230  billion.  The  White 
rlouse  sees  a  further  drop  in  1995,  to  $165  billion. 

THE  FED        The  trouble  is,  the  loss  of  fiscal  stimulus 
WILL  COOL     in  1993  was  offset  by  the  economic  boost 
ITS  HEELS      from  lower  long-term  interest  rates,  as  a 
FOR  NOW      result  of  the  bond  market's  euphoria  over 
;he  Administration's  resolve  to  cut  the  deficit.  Now,  part- 
ly because  of  the  Fed's  recent  hikes  in  short-term  interest 
"ates,  long-term  rates  are  back  up  sharply,  and  the  shrink- 
ing deficit's  drain  on  growth  has  not  subsided. 

Moreover,  while  the  central  bank  seems  satisfied  to 
sit  back  for  a  while  and  see  what  one  of  its  steepest 
four-month  rate  hikes  in  the  postwar  period  has  wrought, 
it  appears  to  have  left  the  door  open  for  another  hike  or 
two  later  on  this  year,  if  needed. 

Will  it  slip  another  one  through  the  crack?  Two  argu- 
ments say  no.  One,  the  real  federal-funds  rate,  adjusted 
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for  inflation,  now  is  near  its  long-run  average,  a  proxy  for 
neutral  policy.  And  two,  the  growth  of  bank  reserves,  the 
fuel  for  money  and  credit,  has  fallen  to  zero  during  the 
past  four  months,  a  sign  that  Fed  tightening  is  achieving 
its  desired  results. 

Still,  one  argument  says  yes:  The  dollar  failed  to  rally 
following  the  Fed's  May  17  hikes,  and  another  round  of 
dollar  weakness  by  itself  could  raise  fears  of  import-led  in- 
flation. The  sagging  greenback  appears  to  be  rooted  in  the 
deteriorating  U.  S.  trade  deficit,  which  means  the  dollar 
could  remain  vulnerable  for  some  time. 

That  would  further  cripple  the  bond  and  stock  mar- 
kets—and thus  force  the  Fed's  hand.  Indeed,  in  an  un- 
usually bold  statement  for  a  Fed  governor,  Lawrence  B. 
Lindsey  said  on  May  25,  "One  cannot  imagine  New  York 
retaining  its  role  as  the  world  financial  capital  if  the  dol- 
lar did  not  retain  its  leading  role  as  a  world  currency." 


A  MARCH  SURGE 
IH  EXPORTS 


I  FACTORY  But  even  without  further  tightening,  the 
I  ORDERS  economy  will  feel  the  impact  of  higher 
I  LOSE  SOME  rates.  During  the  past  year,  interest-sensi- 
I  STEAM  kjve  sectors  of  the  economy— including  con- 

sumer durables,  housing,  and  business  equipment— have 
accounted  for  80%  of  the  economy's  growth.  The  pace  of 
those  sectors  will  slow  noticeably  in  the  second  half. 

That's  especially  true  for  hous- 
ing and  consumer  durables.  Al- 
though they  make  up  only  14% 
of  gross  domestic  product,  they 
have  contributed  40%  of  the 
economy's  growth  from  a  year 
ago.  Already,  fixed  mortgage 
rates  have  hit  8.65%,  home-pur- 
chase mortgage  applications  have 
fallen  to  the  lowest  level  of  the 
year,  and  refinancing  requests 
are  off  sharply. 

Durable-goods  makers  are  seeing  some  slowdown  in 
demand.  New  orders  were  up  just  0.1%  in  April— and  all 
the  strength  was  in  defense  ordering.  Bookings  for  trans- 
portation equipment  fell  for  the  third  consecutive  month, 
as  a  result  of  car  and  truck  demand  beginning  to  taper  off. 

So  with  domestic  demand  facing  constraints,  exports 
loom  increasingly  important  to  the  outlook.  The  March 
data  were  encouraging.  Shipments  of  goods  bound  for 
overseas  surged  12.7%  from  February,  to  a  record  $42.2 
billion  (chart).  Capital  goods  were  especially  strong. 

That  gain  outstripped  a  large  6.5%  increase  in  imports, 
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allowing  the  deficit  for  goods  to  shrink  from  $13.5  billion 
in  February  to  $12  billion.  The  trade  gap  for  both  goods 
and  services  narrowed  from  $9.5  billion  to  $7.2  billion  in 
March. 

The  outlook  for  exports  is  good,  given  improving  pros- 
pects for  the  European  economies.  But  recoveries  in  Ger- 
many, France,  and  elsewhere  on  the  Continent  will  be 
slow  to  develop  and  not  particularly  strong  upon  arrival. 

The  real  problem,  though,  is  that  the  U.  S.  continues  to 
import  at  a  faster  pace  than  it  exports,  and  that's  likely  to 
remain  true  well  into  1995.  In  addition,  U.  S.  stocks, 
bonds,  and  other  assets  are  not  particularly  alluring  to  for- 
eigners now,  meaning  the  country  is  not  attracting  the 
capital  needed  to  finance  its  overconsumption.  As  a  result, 
America's  current-account  balance— including  goods,  servic- 
es, and  financial  flows— is  heading  deeper  into  deficit. 

THE  That's  a  classic  recipe  for  a  weak  curren- 

CURIOUS  cy— and  the  foreign-exchange  markets  have 
CASE  Of  THE  taken  notice.  The  greenback  has  gone  no- 
DOLLAR  where  vs.  the  German  mark  over  the  past 
four  years,  and  it  is  down  6.3%  against  the  Japanese  yen 
just  during  the  past  year. 

Ironically,  better  economic- 
growth  and  higher  real  rates 
should  be  a  sure-fire  tonic  for 
the  dollar,  especially  against  the 
mark.  After  all,  the  U.  S.  is  in 
its  third  year  of  expansion,  while 
Germany  is  just  showing  signs 
of  a  recovery,  and  Japan  may 
still  be  in  recession.  Plus,  after 
the  latest  round  of  European 
interest-rate  cuts  and  the  Fed's 
rate  hike,  real  interest  rates,  us- 
ing 10-year  bonds,  are  much  higher  in  the  U.  S.  (chart). 

Certainly,  a  dollar  rally  is  possible,  if  not  likely,  especial- 
ly with  the  central  banks  synchronizing  intervention  in  the 
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currency  markets  and  the  recent  apparent  coordination 
monetary  policy  between  the  Fed  and  the  German  Bun! 
bank.  In  addition,  trade  talks  between  the  U.  S.  and  Jai 
are  set  to  start  up  again,  and  the  Clinton  Administrai 
has  made  it  clear  that  the  dollar  has  sunk  far  eno 
against  the  Japanese  currency. 

But  any  dollar  rally  could  be  short-lived.  For  one  thm 
the  hefty  U.S.  current-account  deficit  with  Japan— a  im- 
part of  Japan's  huge  surplus  with  the  world— continued 
widen.  In  April,  the  U.  S.  merchandise  deficit  with  Jala; 
rose  to  $5.8  billion,  from  $4.6  billion  in  March.  All  of  jjie 
increase  came  from  higher  imports. 

Historically,  the  bilateral  trade 
balance  between  the  U.  S.  and 
Japan  has  been  far  more  impor- 
tant in  determining  currency  pat- 
terns than  growth  and  rate  diffe- 
rentials. So,  the  deterioration  in 
trade,  along  with  past  jawbon- 
ing by  Clinton  Administration  of- 
ficials for  a  stronger  yen,  sug- 
gests that  there  is  little  support 
for  a  cheaper  yen. 

In  addition,  the  differing  out- 
looks for  inflation  hurt  the  dollar,  especially  in  Euo< 
(chart).  Most  forecasters  expect  that  U.  S.  and  Germanp- 
flation  rates  will  converge  in  1994.  But  in  1995,  German's 
inflation  should  continue  to  decline,  as  will  Japan's,  w|t 
a  mature  expansion  in  the  U.  S.  will  start  to  generte 
gradual  upward  pressure  on  U.  S.  prices,  preventing  M'- 
ther  improvement. 

A  weaker  dollar  would  make  American  goods  more  it- 
tractive  in  foreign  markets,  but  the  costs  would  be  hih 
including  imported  inflation,  sagging  financial  mark<s. 
and  perhaps  even  tighter  Fed  policy.  At  a  time  whent^ 
economy  is  more  dependent  than  ever  on  domestic  ;id 
foreign  demand,  the  U.  S.  can  do  without  the  added  tjr- 
den  of  a  swooning  dollar. 
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THE  WEEK  AHEAD 


PERSONAL  INCOME 


Tuesday,  May  31,  8:30  cum 
Personal  income  probably  rose  0.5%  in 
April,  after  a  0.6%  gain  in  March.  April 
consumer  spending,  however,  rose  only 
0.1%,  much  slower  than  March's  0.4% 
advance.  That's  the  median  forecast  of 
economists  surveyed  by  mms  Interna- 
tional, a  unit  of  McGraw-Hill  Inc.  Softer 
consumer  demand  is  suggested  by  the 
0.8%  decline  in  April  retail  sales. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  May  31,  10  turn. 
New  homes  are  likely  to  have  sold  at  an 
annual  rate  of  725,000  in  April,  down 
from  a  739,000  pace  in  March.  Higher 


rates  are  beginning  to  take  a  toll  on 
homebuying. 

COHSUMER  CONFIDENCE  

Tuesday,  May  31,  10  a.m. 
The  Conference  Board's  index  of  consu- 
mer confidence  probably  fell  slightly,  to 
91.2  in  May,  from  91.7  in  April. 

CONSTRUCTION  SPENDING  

Wednesday,  June  1,  10  cum. 
Construction  spending  likely  rose  1%  in 
April,  after  growing  0.7%  in  March. 

NAPM  SURVEY  

Wednesday,  June  1,  10  cum. 

The  National  Association  of  Purchasing 

Management's  index  of  business  activity 


in  May  was  probably  unchanged  fiir 
April's  solid  reading  of  57.7%,  say  le 
MMS  economists. 

LEADING  INDICATORS  

Thursday,  June  2,  8:30  a.m. 
The  composite  index  of  leading  inda- 
tors  likely  rose  just  0.1%  in  April,  ai3i 
a  0.7%  jump  in  March. 

EMPLOYMENT  I 

Friday,  June  3,  8:30  cum. 
The  mms  consensus  is  that  nonfarm  py 
rolls  probably  rose  by  a  healthy  275, 'K 
in  May,  after  surging  464,000  in  Ma* 
and  267,000  in  April.  Nevertheless,  lie 
May  unemployment  rate  is  forecast*) 
remain  at  6.4%. 
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Nominate  an  Outstanding 
U.S.  Bank  CEO 

for  Fidelity  Investments'  Prestigious  Banking  Leadership  Award 


FINANCIAL 

FORUM 


Thanks  to  the  outstanding  individuals  who  run 
them,  the  banks  of  this  nation  are  meeting  the  chal- 
lenges of  change  and  achieving  overall  excellence — 
with  a  promise  of  strength  and  growth  for  the  future. 

That's  why  Fidelity  Investments  has  launched  a 
new  annual  event,  the  Banking  Leadership  Award,  to 
give  colleagues  the  opportunity  to  formally  recognize 
and  honor  a  U.S.  bank  CEO. 

Your  nominee  will  be  judged  on  information  you 
provide  on  overall  quality,  financial  results,  future 
vision,  and  community  responsibility.  Based  on  your 
responses,  a  panel  of  independent  academic  experts 


will  choose  three  finalists  and  ultimately  one  winner. 
The  winner  will  receive  an  award  of  $5,000  to 
be  donated  to  the  educational  institution  of  his/ 
her  choice.  The  award  will  be  presented  at  the 
Fidelity  Investments  1994  Financial  Forum,  the  annual 
executive  symposium  to  be  held  this  year  on  October 
18-20  in  Boston.  Plus,  an  upcoming  issue  of  Business 
Week  will  feature  all  three  finalists  and  the  judges  in 
a  special  advertisement. 

If  you  know  a  U.S.  bank  CEO  who  deserves  this 
honor,  please  send  in  this  entry.  Thank  you  for  making 
this  important  contribution  to  the  industry. 


Official  Ballot 


I  would  like  to  nominate 

U.S.  bank  CEO  name   

Bank  name  


Bank  address . 
City  and  State_ 


Please  complete  the  following  information  about  your  nominee 

The  bank's  overall  quality  under  nominee's  leadership:  


Bank's  financial  performance: 


Nominee's  vision  for  the  future: 


Nominee's  responsible  action  on  community  and  industry  concerns: 


(Please  attach  a  separate  sheet  if  you  need  more  space. ) 


Nominated  by: 
Title: 


Compa  ny* :  

Company  address: 
City  and  State:   


^Employees  of  Fidelity  Investments  and  McGraw-Hill  Inc  .  and  their  advertising  agencies,  are  not  eligible 
Contest  rides  are  available  on  written  request  to  the  awards  administrator  Janssen  Associates 


Mail  or  fax  this  ballot  by 
Friday  June  10, 1994 

to  the  awards  administrator 

Janssen  Associates 

P.O.  Box  464 

Millrift,  PA  18340-0464 

Fax:  717-491-2610 
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DETROIT,  CHECK  YOUR 
REARYIEW  MIRROR 

JAPAN'S  NEW  MARKETING  TACTICS  MAY  THREATEN  THE  BIG  THREE'S  COMEBACK 


The  exhilaration  is  palpable  around 
Detroit  these  days.  The  auto  mak- 
ers are  hiring  again,  adding  shifts, 
and  speeding  up  production  lines  to 
churn  out  cars  that  can  nearly  match 
Japanese  rivals  in  quality— yet  sell  for 
thousands  of  dollars  less.  First-quarter 
profits  for  the  Big  Three  totaled  $2.7 
billion,  and  Chrysler  Corp.  on  May  19 


JAPAN  EDGES  BACK 

JAPAN'S  SHARE  OF  U.S.  PASSENGER  CAR  SALES, 
^     FIRST  FOUR  MONTHS  OF  EACH  YEAR 


lion  vehicles  this  year,  says  researcher 
Autofacts  Inc.— a  quarter-million  more 
than  their  1990  peak.  "[The  Japanese] 
have  been  coming  back  strongly,"  says 
Ford  Chairman  Alexander  J.  Trotman. 
"They're  not  going  to  change  in  the  fo- 
reseeable future  except  to  get  tougher 
and  more  efficient." 

The  real  showdown  looms  this  fall. 
Japan's  current  gains  may 
~J\    prove  to  be  only  temporary 
if  key  new  1995  models  from 


tra-value  packages,  and  fielding  strippfi- 
down  models  in  order  to  advertise  jjt- 
tractive  sticker  prices.  With  a  base  pie 
of  $19,999,  the  new  1995  Nissan  Maxla 
undercuts  its  predecessor  by  more  tin 
10%.  Cut-rate  leases— such  as  the  $19 
per  month  deal  Mitsubishi  Motors  Cqb. 
had  on  its  Galant  earlier  this  yea- 
aren't  hurting,  either.  "The  Japanese  je 
gaining  market  share  because  thejee 
buying  it,"  says  auto  analyst  Mary^i 
Keller  of  Furman,  Selz  Inc. 


1992  TOYOTA  CAMRY  DELUXE 


voted  a  25%  hike  in  its  dividend.  With 
factories  running  flat  out,  workers  are 
clocking  overtime  and  executives  are 
counting  on  fat  bonus  checks. 

But  Detroit's  much-ballyhooed  come- 
back is  masking  a  little-noticed  threat. 
The  Japanese  are  staging  a  comeback 
of  their  own.  In  the  first  four  months  of 
the  year,  sales  of  Japanese  cars  and 
light  trucks  climbed  16%,  enough  to  re- 
verse a  two-year  slide  in  their  U.  S.  mar- 
ket share.  So  far,  Japan  has  regained 
more  than  a  point  of  market  share  in 
passenger  cars— while  General  Motors 
Corp.  and  Ford  Motor  Co.  shares  are 
off.  If  their  breakneck  pace  holds  up, 
Japan's  carmakers  are  headed  for  record 
sales  in  the  U.  S.  of  more  than  3.5  mil- 


Detroit— which  has  been  hampered  by 
model  changeovers— take  off:  Ford  will 
replace  its  aging  Tempo  and  Mercury 
Topaz  with  the  new  Ford  Contour  and 
Mercury  Mystique.  Chrysler  will  roll 
out  its  new  Cirrus  and  Dodge  Stratus. 
And  Chevrolet  will  ramp  up  production 
of  the  new  Lumina  and  redesigned  Cav- 
alier. Meanwhile,  Japanese  carmakers 
plan  to  expand  into  Detroit's  high-profit 
stronghold— the  booming  market  for  min- 
ivans,  pickups,  and  sport-utility  vehicles. 

To  boost  sales,  the  Japanese  are  lift- 
ing marketing  gimmicks  from  Detroit's 
playbook.  Although  they've  raised  prices 
6%  on  average,  they  are  increasing  cash 
incentives,  selling  more  cars  at  low  mar- 
gins into  daily  rental  fleets,  adding  ex- 


Japan's  new  emphasis  on  competit 
prices  is  helping  reawaken  talk  in 
troit  that  the  Japanese  are  dumping  c 
in  the  U.  S.  Japan  watchers  cite  d  a 
showing  the  yen  has  appreciated 
faster  than  the  price  of  Japanese-rm 
cars  (chart).  "We  think  they're  dur 
ing  up  to  50%  on  some  luxury  mode 
says  Ford's  Trotman.  Yet  such  chars 
are  notoriously  difficult  to  make  sti 
since  the  U.  S.  government  is  unlikely 
find  that  the  newly  profitable  U.  S 
dustry  has  been  damaged— a  necesss 
step  in  order  to  levy  antidumping  tari 

Instead,  Detroit  wants  to  step  up 
pressure  in  the  newly  resumed  tn 
talks  between  Washington  and  Tok 
It  wants  U.  S.  negotiators  to  get  1 
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)anese  to  commit  to  using  the 
Tiber  of  dealerships  selling  U.  S. 
s  in  Japan  as  a  "numerical  indi- 
or"  of  the  Japanese  market's 
mness. 

Still,  the  key  battleground  is  in 
!  U.  S.  After  a  decade  of  relent- 
s!y  raising  prices  and  moving 
models  upmarket,  the  Japanese 
!  altering  that  strategy.  "It's  a 
il  role  reversal,"  says  Robert  J. 
omas,  president  of  Nissan  Motor 
rp.  USA  in  Carson,  Calif.  "We've 
1  [feature-loaded]  profitable  cars, 
1  now  we're  doing  some  of  the 
-  ne  things  the  domestics  did,  like 
p<  ;ating  entry-level  vehicles.  At 
i  same  time,  the  domestics  are 
iking  their  own  marketing  ad- 
itments"  that  have  boosted  prof- 
.  Detroit  is  paring  low-profit 
es  to  rental  companies  and  has 
sed  prices  on  such  hot  sellers 
the  Ford  Mustang  and  Jeep  Grand 
erokee. 

Japan's  marketing  ploys  appear  to  be 
interim  gambit.  With  the  yen  already 
bbing  around  104,  the  manufacturers 
3  counting  on  a  massive  restructur- 
.  i  to  lower  costs  to  the  point  where 
I  ey  can  compete  at  100  yen  to  the  dol- 


THE  YEN  EFFECT 

Detroit  claims  Japan's 
carmakers  are  dumping 
because  they  haven't  raised 
prices  nearly  enough  to  offset 
the  soaring  yen.  Here  are  the 
data  from  Sept. 
1985  through 
Jan.  1994: 


32.5% 


114.5% 


64.1% 


BIG  THREE 
PRICES 


JAPANESE  IMPORT  I       THE  YEN  VS. 
PRICES        ■     THE  DOLLAR 


DAK:  COMMERCE  DEPT,  AMERICAN  AUTO  MANUFACTURERS  ASSN. 


Early  signs  of  the  trend  are  already 
here.  To  achieve  the  eye-catching  price 
of  its  new  $19,999  Maxima,  Nissan  added 
a  stripped-down  five-speed  model,  one  it 
admits  will  make  up  no  more  than  5%  of 
its  volume  but  will  entice  buyers  to  vis- 
it its  dealers.  And  Honda  Motor  Co. 
launched  the  latest  version  of  its  popular 


mains  a  powerful  weapon,  too,  de- 
spite Detroit's  substantial  gains  in 
recent  years.  "There's  no  question, 
when  you  look  at  price  and  qual- 
ity, consumers  will  pay  more  for 
Japanese  cars,"  says  John  J.  Fer- 
ron,  a  partner  at  auto  quality  con- 
sultant J.  D.  Power  &  Associates 
in  Agoura  Hills,  Calif.  And  the 
cars'  higher  resale  values  trans- 
late into  a  pricing  edge  through 
leasing.  Monthly  lease  payments 
on  a  fully-equipped  LS400  are 
$599-less  than  the  average  $728 
per  month  when  the  car  was  intro- 
duced at  $35,000  nearly  five  years 
ago.  Contends  analyst  Snyder: 
"With  leasing,  the  Japanese  have 
eliminated  the  price  advantage  of 
the  Big  Three." 

With  its  course  in  the  U.  S. 
market  for  passenger  cars  firmly 
established,  Japan  is  hoping  to 
start  nibbling  away  at  Detroit's  lucrative 
markets  for  trucks.  Earlier  this  year, 
Honda  entered  the  sport-utility  business 
with  the  Passport,  an  Isuzu  Rodeo  sport- 
ing a  Honda  nameplate.  Late  this  year, 
it  will  introduce  its  own  minivan.  Toyota 
is  readying  a  new  Previa  minivan.  And 
all  the  Japanese  companies  have  new 


ALT'MA 


1994 


GAtANT  OS 


r.  And  last  year,  for  the  first  time, 
ore  than  half  the  cars  Japanese  compa- 
es  sold  in  the  U.  S.  were  built  in  North 
merica,  further  insulating  them  from 
ry  appreciation  of  the  yen. 
[-catcher.  That  means  Japanese  pric- 
>  will  continue  to  fall.  "The  run-up  in 
ipanese  prices  is  essentially  over,"  says 
?sse  Snyder  of  Autofacts.  Adds  Christo- 
her  W.  Cedergren,  senior  vice-presi- 
ant  at  AutoPacific  Group  Inc.  "By  pass- 
ig  along  savings  gained  through  cost 
'ductions,  new  Japanese  cars  over  the 
ext  four  or  five  years  will  come  out  at 
■•wer  prices."  Cedergren  believes  that, 
y  the  end  of  1996,  Toyota  Motor  Corp.'s 
amry  and  Corolla  models  could  be 
need  20%  lower  than  today's  versions. 


Accord  sedan  last  fall  with  the  same 
$14,330  sticker  as  the  1993  model.  "We 
plan  to  use  that  approach  with  all  our 
new  cars,"  says  Thomas  G.  Elliott,  exec- 
utive vice-president  at  American  Honda 
Motor  Co.  in  Torrance,  Calif.  Previously, 
Honda  made  each  generation  of  Accord 
bigger  and  more  expensive. 

The  sole  holdout  in  the  price-cutting 
game  is  Toyota— and  its  market  share 
has  dropped  more  than  0.7  points  this 
year,  to  6.7%,  as  a  result.  Yet  analysts 
say  Toyota  has  stripped  more  than 
$1,000  in  production  costs  out  of  its  lux- 
ury Lexus  LS400  sedan— and  that  the 
new  1995  replacement  will  come  in  un- 
der this  year's  $51,200  sticker. 

Japan's  long-held  edge  in  quality  re- 


sport-utility  vehicles  on  the  way. 

"The  Japanese  are  aggressively  in- 
vesting in  new  products,"  says  analyst 
Cedergren.  Still,  he  thinks  Detroit's 
spate  of  new  products  will  make  it  tough 
for  Japan  to  gain  much  market  share 
this  year  or  next— though  he  predicts 
Japan's  share  will  jump  dramatically  lat- 
er in  the  decade.  This  time,  Detroit  isn't 
underestimating  the  Japanese.  "They're 
going  to  come  at  us  hard  in  sport-util- 
ities. They're  going  to  come  at  us  hard 
in  trucks,"  says  Trotman.  It  all  makes 
for  a  heck  of  a  dust-up  coming  in  the 
world's  most  competitive  auto  market. 

By  Larry  Armstrong  in  Los  Angeles 
with  Hiromi  Uchida  in  Tokyo  and  Inn-ran 
reports 
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BROADCASTING  I 


MUSICAL  CHAIRS  MAY  BE 
THE  HOT  HEW  TV  GAME 


The  defection  of  eight  CBS  affiliates  to  Fox  could  spark  a  chain  reaction 


L 


aurence  A.  Tisch  has  never  much 
cared  for  the  cozy  relationship  be- 
tween networks  and  their  affiliated 
stations.  When  he  took  over  CBS  Inc.  in 
1986,  the  tough-as-nails  chairman  played 
hardball  with  his  affiliates,  dickering 
over  their  compensation  and  winning 
few  points  for  charm.  The  stations 
groused,  but  few  thought  about  drop- 
ping ens,  since  its  ratings 
were  up  and  switching  net- 
works was  thought  to  be 
fraught  with  risk. 

No  longer.  On  May  2.3, 
New  World  Communications 
Group  Inc.,  controlled  by  fi- 
nancier Ronald  0.  Perelman, 
shocked  the  broadcast  indus- 
try when  it  dumped  all  12  of 
its  network  affiliations- 
eight  of  them  with  CBS— and 
instead  signed  on  with  Ru- 
pert Murdoch's  much-smaller 
Fox  Broadcasting  Co.  net- 
work. In  exchange,  Murdoch 
agreed  to  invest  $500  mil- 
lion for  a  minority  stake  in 
New  World,  which  is  trying 
to  become  a  television  pro- 
gramming powerhouse  as 
well  as  a  station  owner.  The 
deal,  clinched  in  about  10 
days  of  supersecret  negotia- 
tions, marks  a  coming  of  age 
for  Fox,  which  Murdoch  ac- 
knowledges had  been  "phys- 
ically handicapped  by  our 
quality  of  distribution."  Mur- 
doch remedied  that  by  invit- 
ing New  World  CEO  William 
Bevins  to  his  Los  Angeles 
office  in  early  May.  The  ca- 
sual talk  soon  escalated  into 
a  major  deal  that  was  "fi- 
nancially compelling  to  both 
parties,"  Bevins  says. 
POACHING?  Murdoch's  mid- 
night raid  forces  ens  into  a 
mad  scramble  for  affiliates  in  the  crucial 
markets  of  Dallas,  Detroit,  Atlanta, 
Cleveland,  Tampa,  Phoenix,  Milwaukee, 
and  Austin.  Even  more  unsettling,  CBS 
will  likely  end  up  poaching  affiliates  of 
NBC  and  ABC,  sparking  a  chain  reaction 
of  network-hopping  that  would  leave 
viewers,  advertisers,  and  network  brass 
in  a  daze.  "It  is  a  tremendous  body 


blow,"  notes  Alan  Bell,  president  of 
Freedom  Communications'  broadcasting 
group,  which  owns  four  CBS  affiliates. 
"This  will  be  one  of  the  most  fascinating 
games  of  musical  chairs  in  broadcasting 
history." 

In  fact.  Fox's  move  may  signal  some- 
thing even  more  profound:  the  unravel- 
ing of  the  network-affiliate  relationship 


NOW,  THE  BIG  FOUR 


Profiles  of  the 
broadcast 
television 
networks 


AFFILIATES 

227 

213 

206 

184* 

OWNED  STAT.ONS 

8 

6 

7 

9 

AVERAGE  RATING 

1993-1994  SEASON 

12.4 

11.0 

14.0 

7.2 

OPERATING  INCOME 

IN  MILLIONS 

5601.8 

$288.0 

S417.7 

$261.2 

DATA:  COMPANY  REPORTS,  MtOADUWHG  &  (AM 

•34  ARE  PARTIAL  AFFILIATES 

that  undergirds  the  industry.  Histori- 
cally, affiliates  served  mainly  as  con- 
duits for  the  networks,  turning  over  the 
luilk  of  their  airtime  to  network  news, 
sports,  and  entertainment.  With  three 
predominant  networks,  they  had  few  op- 
tions in  deciding  whom  to  link  up  with. 
Suddenly,  though,  Fox  has  become  a  vi- 
able alternative.  What's  more,  affiliates 


are  buying  more  programming  from  in- 
dicators—and, in  the  case  of  New  Wol, 
even  producing  it  themselves. 

It  was  this  ambition  that  drove  Nfcr 
World  to  break  with  CBS  in  favor  of  9. 
Murdoch's  network  produces  onlyft 
hours  of  prime-time  programming 
week,  while  CBS  and  its  rivals  each  m- 
duce  22  hours.  The  difference  frees* 
time  for  such  New  World  productite 
as  a  sequel  to  Jacqueline  Susann's  Vam 
of  the  Do//.s\  which  Perelman  plans!) 
air  late  at  night.  On  CBS  affiliates,  j= 
show  would  have  conflicted  with  Dam 
Letterman.  Fox,  though,  produces  h 
late-night  programming.  So  New  Wop 
can  now  air  the  program  when  it  wal 
and  on  stronger  stations,  giving  it  wjt 
er  distribution. 

In  this  way,  too,  the  dK 
allows  New  World  static^ 
to  produce  more  local  pi 
gramming,  which  genera* 
a  higher  profit,  since  the  1 
filiates  get  to  keep  all  te 
ad  revenue  from  the* 
shows.  "The  switch  allol 
us  more  local  flexibility 
says  C.  David  Whitak* 
general  manager  of  wt« 
a  39-year  CBS  affiliate  that! 
switching  to  Fox  as  parti 
the  New  World  deal. 
bolder.  Such  new  indept* 
dence  poses  thorny  prJ 
lems  for  CBS  and  its  rival 
In  the  short  term,  Tisl 
may  have  to  pay  more  I 
lure  NBC  or  ABC  affiliates. 
Otherwise,  the  Tiffany  nJ[ 
work  will  be  left  with  weJ 
er  UHF  stations.  In  the  16] 
term,  all  three  networf 
will  have  to  contend  wil 
affiliates  who  have  more  cfl 
tions  and  may  be  emboli 
ened  to  jump  ship  if  thl 
aren't  satisfied.  Not  surpri 
ingly.  Wall  Street  pummelJ 
the  stock  of  CBS,  which  w  j 
hit  hardest  by  the  Fox  deal 
ens  tumbled  12%,  to  267^1 
CBS  executives  are  struj 
gling  to  find  a  silver  lininjl 
Anthony  C.  Malara,  prea 
dent  of  affiliate  relation! 
says  the  network  may  (I 
deals  with  station  owneii 
to  steal  away  NBC  or  ABC  affiliates  Jj 
sevei'al  of  the  affected  markets.  "We'ilj 
going  to  have  to  be  very  creative  ar.J 
clever  to  get  it  back,"  says  Malara,  wll 
admits  he  was  "in  shock"  for  20  mil 
utes  after  learning  of  the  defections.  CB 
research  chief  David  F.  Poltrack  sayl 
the  loss  of  VHF  stations  in  those  market 
would  only  cost  the  network  1.5%  of  ill] 
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rime-tirne  audience.  In  addition,  Pol- 
•ack  claims  that  several  of  the  New 
'orld  stations  fall  short  of  CBS's  average 
itings. 

But  the  loss  will  hurt  the  network  in 
her  ways.  The  CBS  Evening  News 
rUh  Dan  Rather  &  Connie  Chung,  for 
<ample,  could  lose  5%  of  its  audience, 
nee  the  UHF  stations  in  New  World's 
arkets  don't  have  local  news  shows  to 
iild  audience  for  the  national  news. 
3S  will  also  sell  less  advertising  for 
,-;xt  season,  though  media  buyers  aren't 
ire  how  much.  And  if  CBS  has  to  pay 
tore  to  lure  new  affiliates,  it  could 
;entually  pay  existing  affiliates  less. 
Dvery  CBS  affiliate  in  the  country  is  di- 
n'nished  by  some  degree  by  what  hap- 
ened,"  says  Peter  B.  Desnoes,  manag- 
ig  general  partner  of  Burnham 
roaucasting  Co.,  which  owns  five  NBC 
id  ABC  affiliates. 

Murdoch,  on  the  other  hand,  emerges 

big  winner.  His  deal  caps  a  costly 
;rategy  to  vauh  Fox  into  the  same 
■ague  as  the  Big  Three— mostly  at  the 
<pense  of  CBS.  Last  December,  Fox  bid 
1.6  billion  for  the  nfl's  National  Foot- 
all  Conference  games  for  the  next  four 
ears,  easily  beating  out  incumbent  CBS. 
reston  Padden,  Fox's  executive  vice- 
resident  for  affiliate  relations,  predicts, 
;hese  will  not  be  the  last  strong  vhs 
:ations  coming  to  Fox." 
eismic  shift.  With  CBS  and  Murdoch 
oth  prowling  for  affiliates,  ABC  and  NBC 
re  in  for  a  battle  royal.  Although  CBS  is 
>ps  in  overall  viewership,  ABC  leads  in 
ey  demographic  groups,  and  its  smooth- 
r  handling  of  affiliates  over  the  years 
lay  help  protect  its  franchise.  Last- 
lace  NBC  is  more  vulnerable.  "We're 
ot  sitting  here  with  our  head  in  the 
and,"  says  outgoing  NBC  Television  Net- 
rork  President  Pierson  G.  Mapes. 

If  Mapes  and  his  colleagues  take  the 
mg  view,  though,  they'll  have  to  accept 
lis  as  another  seismic  shift  in  their  busi- 
ess.  With  the  relaxation  of  government 
5gulations,  NBC  and  its  rivals  were  al- 
sady  becoming  entertainment  program- 
lers  as  well  as  distributors.  Now,  with 
le  networks'  distribution  systems  un- 
er  siege,  film  studios  and  other  pro- 
rammers  may  think  it  a  propitious  time 
)  seek  out  alliances  with  Tisch  and  his 
eers— perhaps  even  acquisitions. 

Michael  N.  Garin,  a  media  banker  at 
urman  Selz  &  Co.,  points  out  that  cbs 
;  still  a  choice  strategic  asset— even  af- 
?r  losing  $561  million  in  market  value 
nee  May  23.  But  with  Rupert  Murdoch 
iking  a  seat  at  the  networks'  table,  it 
lay  not  stay  choice  for  long.  Larry 
isch  may  want  to  start  listening  to  any 
ffers. 

By  Elizabeth  Lesly  in  New  York  and 
lark  handler  in  New  Orleans,  with  Gail 
WGeorge  in  Miami  and  bureau  reports 


MURDOCH  IN  ASIA: 
THINK  GLOBALLY,  BROADCAST  LOCALLY 


upert  has  been 
snookered.  That 
,  is  what  rivals 
said  when  Rupert  Mur- 
doch's News  Corp.  paid 
$525  million  last  year 
for  64%  of  Star  TV,  a 
startup  Asian  satellite 
network.  Critics  saw 
Star's  basic  strategy  of 
beaming  a  one-size- 
fits-all  set  of  English- 
language  programming 
to  an  area  covering 
two-thirds  of  the 
earth's  population  as 
badly  flawed.  They  fig- 
ured Murdoch  couldn't 
build  audiences  and  at- 
tract advertisers  in 
a  market  covering 
dozens  of  countries  and 
languages. 

Well,  it  doesn't  pay 
to  underestimate  Ru- 
pert Murdoch.  Star  is 
a  long  way  from  prof- 
itable: analysts  esti- 
mate it  will  lose  $20 
million  this  year  on 
sales  of  $150  million. 
And  it  faces  upcoming 
competition  from  for- 
mer partner  Viacom 
Inc.,  which  plans  to 
launch  a  Mandarin-lan- 
guage MTV  and  re- 
launch English-lan- 
guage MTV  in  Asia. 
Star  formerly  broadcast  the  network 
in  Asia. 

Still,  in  less  than  a  year,  the  media 
tycoon  has  scrambled  to  completely 
reverse  Star  TV's  strategy,  ditching  its 
English-only  format  in  favor  of  local- 
language  programming  for  its  Asian 
audiences.  Household  penetration  has 
improved,  and  analysts  figure  ratings 
are  on  the  rise  as  well.  "It  is  looking 
like  a  very  good  investment,"  says 
Kirk  C.  Sweeney,  analyst  for  Lehman 
Brothers  Asia  Ltd. 

PAN-ASIAN  MYTH.  Murdoch's  big  move 
occurred  in  May,  when  he  began  cus- 
tomizing Star's  music  programming  to 
fit  Asia's  widely  divergent  tastes.  In 
Taiwan,  hearts  throb  to  saccharin  Chi- 
nese love  ballads.  Indian  viewers  pre- 
fer high-action  music  videos.  "The  idea 
that  there  is  a  pan-Asian  taste  in  mu- 
sic is  a  myth,"  says  Don  Atyeo,  Star's 
music  station  manager. 


STAR'S  NEW  FARE 


MUSIC 


North  Asian  channel  stresses 
Chinese  pop;  South  Asian  of- 
fers Hindi  and  English  tunes 


SPORTS 


Chinese  viewers  get  soccer 
and  gymnastics;  Indians  get 
the  same  plus  cricket 


MOVIES 


Hong  Kong  studios  provide 
Mandarin-language  films  for 
Chinese;  Hindi-language  mo- 
vie channel  due  this  fall 

DATA:  COMPANY  REPORTS 


Now,  Indians  and 
Chinese  will  get  just 
what  they  want  on 
Star  TV.  The  northern 
beam  of  Star's  satel- 
lite, which  covers  Tai- 
wan and  Hong  Kong 
and  reaches  an  esti- 
mated 30  million  view- 
ers in  mainland  China, 
will  mostly  show  Chi- 
nese pop  music.  The 
southern  beam,  which 
will  cover  India  and 
Southeast  Asia,  will 
stress  Hindi  and  En- 
glish music. 

Star  is  adopting  its 
strategy  of  playing  to 
local  tastes  in  other  ar- 
eas of  programming  as 
well.  It  has  split  the 
signal  on  its  sports 
channel  to  give  a  heav- 
ier dose  of  cricket  to 
Indians  and  more  soc- 
cer, gymnastics,  and 
track  to  the  Chinese. 
On  May  1,  it  launched 
a  pay  Mandarin  movie 
channel,  and  plans  a 
pay-movie  channel  in 
Hindi  this  fall.  In  the 
northern  beam,  the 
movie  channel  will  re- 
place the  British 
Broadcasting  Corp.'s 
English  language  news 
service.  Critics  say 
Murdoch  dumped  the  BBC  after  Bei- 
jing protested  its  hard-hitting  coverage 
of  China,  but  Murdoch  says  it  was 
booted  because  few  people  watched  it. 

Eventually,  using  new  digital  com- 
pression technology,  "we  could  offer 
dozens  of  channels  with  customized 
versions  of  sports  and  movies,"  says 
Gary  Davey,  a  News  Corp.  veteran 
installed  as  Star's  managing  director 
last  year. 

For  Murdoch  to  really  turn  Star  into 
a  solid  performer,  however,  he  must 
persuade  Asian  viewers  to  pay  for 
some  of  its  service.  For  now,  profits 
remain  elusive.  But,  says  Lehman 
Brothers'  Sweeney,  "what  is  important 
is  the  home  run  potential."  Capturing 
the  leading  share  of  the  biggest  tele- 
vision market  in  the  world  would  be 
one  of  the  longest  home  runs  in  this 
tycoon's  career. 

By  Pete  Engardio  in  Hong  Kong 
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dustry-leading  one-fourth  share  of  ■ 
ropean  baby-food  sales  and  is  invfc 

ing  aggressively  in  international  if 
kets,  vows  to  be  particularly  combal] 
"You'd  be  foolish  to  try  to  compete 
us  there,"  warns  Heinz  Chairman 
thony  J.  F.  O'Reilly. 

Gerber  may  face  as  many  obsta 
distributing  Sandoz'  food  product| 
the  U.  S.  While  it  has  successfully 
died  Bristol-Myers  Squibb  Co.'s 
formula  for  two  years  and  just  tool) 
Scott  Paper  Co.'s  baby  wipes,  it 
little  success  with  products  aimed 
both  kids  and  adults,  such  as  Juicl 
More,  a  juice-and-fiber  blend.  Andl 
company's  350  merchandising  spe| 
ists,  who  work  full-time  sprucing 
Gerber  displays  in  grocery  stores,  c\ 
get  spread  too  thin.  "The  minute 
take  those  folks  out  of  the  baby- 
aisle,  ycu  dilute  their  effectives 
says  Kidder,  Peabody  &  Co.  ana| 
David  Rabinowitz. 

Some  unique  financial  factors 


DEALS  I 


STRAINED  PEAS, 
STRAINED  PROFITS? 


Gerber  may  not  justify  the  high  price  Sandoz  will  pay  to  swallow  it 


The  top  brass  at  Swiss  drugmaker 
Sandoz  Ltd.  have  long  drooled  over 
Gerber  Products  Co.'s  fat  margins 
and  huge,  73%  U.  S.  market  share.  So  in 
late  April,  when  word  got  out  that  in- 
vestment bankers  Goldman,  Sachs  & 
Co.  and  Wasserstein,  Perella  &  Co.  were 
quietly  auctioning  the  baby-food  maker 
off,  Sandoz  executives  quickly  cooked 
up  a  $3.7  billion  offer.  Just  as  quickly,  on 
May  21,  Gerber's  board  of  directors  met 
in  Chicago  to  approve  the  deal. 

The  vote  was  followed  by  a  cham- 
pagne toast— with  very  good  reason.  At 
29  times  Gerber's  fiscal  1994  earnings 


gins  of  11%— nearly  tops  for  the  food 
industry.  And  outside  the  U.  S.,  the  po- 
tential for  growth  is  tremendous:  As 
women  in  developing  parts  of  the  world 
join  the  workforce  and  incomes  rise,  so 
should  consumption  of  prepared  baby 
food.  In  Poland,  for  instance,  per-baby 
consumption  is  less  than  12  dozen  jars 
per  year,  far  below  the  55  dozen  in 
France  and  50  dozen  in  the  U.  S. 

But  it  could  take  years  before  large 
numbers  of  consumers  in  places  such  as 
Eastern  Europe  and  Asia  switch  to 
jarred  baby  food.  In  the  meantime,  San- 
doz' sales  and  distribution  networks  in 


GERBER'S  GROWTH 
HAS  SLIPPED... 


...MAKING  A  DEAL 
ATTRACTIVE 


FISCAL  YEARS  ENDED  MAR.  31 
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from  ongoing  operations  of  $127.4  million, 
Sandoz  will  shell  out  a  premium  well 
above  even  the  rich  food-industry  deals 
of  the  go-go  1980s.  "They  paid  top  dol- 
lar," marvels  Prudential  Securities  Inc. 
analyst  John  M.  McMillin.  "It's  going  to 
take  five  years  before  they  see  any  kind 
of  return  on  this  investment." 

Indeed,  Sandoz  faces  a  daunting  task 
in  actually  making  this  merger  fly.  The 
companies  fit  geographically,  with  Ger- 
ber strong  in  the  U.  S.  and  Latin  Amer- 
ica while  Sandoz  has  solid  bases  in  Eu- 
rope and  Asia.  But  melding  the  very 
different  organizations  "represents  a 
very  tough  challenge,"  says  John  A. 
Quelch,  a  Harvard  University  marketing 
professor.  And  by  pushing  Gerber  into 
Europe,  Sandoz  could  start  a  fierce  price 
war  among  powerful,  moneyed  giants 
in  a  fragmented  market. 

Gerber  dominates  the  U.  S.  baby-food 
market,  generating  aftertax  profit  mar- 


Western  Europe  could  get  indigestion 
from  the  slew  of  Gerber  products.  San- 
doz' food  operation,  based  in  Bern,  will 
have  to  swallow  a  company  as  big  as 
itself.  Though  it  sells  products  such  as 
Ovaltine,  a  malted  beverage,  and  Wasa, 
a  crispbread,  through  supermarkets  as 
well  as  small  specialty  shops,  it  has  no 
experience  selling  baby  foods. 
TIME  FOR  GOODWILL.  It  likely  will  learn 
the  hard  way.  "We  will  invest  what  it 
takes  to  develop  the  business,"  says 
Raymund  Breu,  Sandoz'  finance  direc- 
tor. But  the  largely  stagnant  European 
market  is  brutally  competitive.  Rivals 
such  as  H.  J.  Heinz,  Nestle,  and  French 
multinational  Danone  (formerly  BSN)  al- 
ready have  hobbled  Gerber's  efforts  at 
breaking  in.  Gerber  Chairman  Alfred 
A.  Piergallini  admits  the  company  is 
barely  breaking  even  there,  after  years 
of  effort.  "That's  where  we're  the  weak- 
est," he  says.  Heinz,  which  has  an  in- 


working  in  Sandoz'  favor.  The  Sv 
franc's  strength  against  the  dollar  rra 
this  the  perfect  time  to  buy  in  the  U 
as  intense  dealmaking  by  Swiss  c 
glomerates  bears  out  (page  31).  Cun 
international  accounting  standards,  m 
over,  allow  Sandoz  to  write  off  aga 
earnings  the  $."5.2  billion  in  goodwi 
will  acquire  in  this  deal. 

And  Gerber's  annual  cash  flow 
about  $165  million  would  be  70%  of  w 
Sandoz  could  earn  by  investing  $3.7 
lion  at  6%  interest.  By  selling  off  du 
cated  buildings  and  equipment  from 
newly  merged  companies,  says  Breu. 
Year  One,  we  will  not  have  any  dilu 
of  [earnings]."  Some  analysts  think  1 
right.  But  even  if  the  math  adds  up  < 
ily,  the  looming  battle  in  supermar 
aisles  looks  a  lot  tougher. 

By  David  Woodruff  in  Detroit,  i< 
■John  Temp/emaii  in  Bonn  and  Keith 
Alexander  in  Pittsburgh 
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OPWILL  GESTURE:  CORPORATE  TAKEOVERS  WILL  COST  THE  SWISS  MORE  NEXT  YEAR 


HE  SWISS  ARE  COMING! 
HE  SWISS  ARE  COMING! 


ish  and  facing  an  accounting  deadline,  they're  snapping  up  U.S.  outfits 


r 


hey're  Swiss.  They're  rich.  And 
they're  snapping  up  American 
companies, 
first  came  Swiss  pharmaceutical  giant 
che  Holding  Ltd.'s  stunning  $5.3  bil- 
1  all-cash  bid  for  Syn- 
:  Corp.  on  May  2. 
en,  almost  three 
eks  later,  Sandoz 
L,  another  Swiss 
irmaceutical  giant,  of- 
ed  $3.7  billion  for  Ger- 
•  Products  Co.  And 
ire's  likely  to  be  plen- 
more  to  come. 
Why  are  Swiss  giants 
ihing— wallets  open— 
3rseas?  With  the 
ienback  weak,  U.  S. 
npanies  look  cheap 
Switzerland's  giant 
ltinationals.  More  im- 
:tant,  Swiss  compa- 
ss are  eager  to  spend 
ney  fast.  Why?  Well, 
i  International  Ac- 
mting  Standards  (IAS) 
i  about  to  change 
imatically. 
NG  WAIT.  As  of  Jan.  1,  European 
npanies  will  have  to  write  off  good- 
1— the  difference  between  the  value 
the  assets  they  are  buying  and  the 


1     SWITZERLAND'S  I 

■  EEM> 

GS 

Cash  hoards  of 
major  Swiss  companies* 

Billions 

ROCHE  HOLDING 

Drugs 

$10.3 

ABB 

Engineering 

5.7 

SANDOZ 

4.4 

Drugs 

CIBA-GEIGY 

Drugs 

5.1 

NESTLE 

Food 

3.6 

1   RICHEMONT              3  5  I 

1  Tobacco,  luxury  goods     '  | 

I     Cash  and  marketable  securities 
1               DATA:  BANK  VOMTOBEL 

ICQ. 

price  they  are  paying— over  20  years. 
Under  current  regulations,  when  Swiss 
and  other  European  companies  make 
acquisitions,  they  can  write  off  good- 
will against  taxes  the  year  they  make 
the  deal.  U.  S.  compa- 
nies, on  the  other  hand, 
have  to  capitalize  good- 
will and  write  it  off 
over  40  years. 

The  changes  could  set 
off  a  spate  of  dealmak- 
ing  by  companies  across 
the  Continent.  But  the 
Swiss  are  likely  to  be 
outbidding  everyone 
else— mainly  because 
they  have  more  cash. 
Six  of  Switzerland's  larg- 
est and  most  predatory 
companies  had  a  total  of 
nearly  $40  billion  of 
ready  money  on  hand  at 
the  end  of  1993  (table). 

Swiss  acquirers' 
sights  are  already 
trained  on  potential  tar- 
gets. Nestle  is  still  di- 
gesting its  Source  Per- 
rier  deal  and  is  also  munching  on  a  $710 
million  buyout  of  Finitalgel,  an  Italian 
ice-cream  maker.  Even  so,  say  Swiss 
stock  market  mavens,  if  a  company  such 


as  Chicago's  tightly  held  Wrigley  Chew- 
ing Gum  Co.  came  into  play,  Nestle 
would  pounce.  Peter  McDougall,  a  drug 
analyst  at  London's  Barclays  de  Zoete 
Wedd,  says  drug  giant  Ciba-Geigy  is 
scouting  for  generic-drug  companies. 
And  holding  company  Richemont  is  look- 
ing for  luxury-goods  companies  to  com- 
plement its  Cartier  and  Karl  Lagerfeld 
units. 

big  hill  of  beans.  All  this  because  of  an 
accounting-rule  change?  It  might  look 
like  bean-counting  arcana  to  nonspecial- 
ists,  .but  the  shift  will  fundamentally 
change  the  math  of  European  mergers 
and  acquisitions.  Take  Sandoz'  bid  for 
Gerber.  Because  Gerber  only  discloses 
net  shareholders'  equity  of  $350  million, 
Sandoz  has  a  potential  $3.2  billion  write- 
off. That,  says  Claudio  Werder,  a  phar- 
maceuticals analyst  at  Zurich's  Bank 
Vontobel  &  Co..  is  enough  to  ensure 
that  Sandoz'  earnings  won't  be  diluted 
this  year,  even  after  it  lays  out  all  that 
cash  for  Gerber. 

And  there's  another  wrinkle.  The 
goodwill  write-offs  make  the  acquiring 
companies  look  much  more  profitable 
than  they  would  under  U.  S.  rules.  Be- 
cause its  assets  are  reduced  by  the 
amount  of  the  write-off,  a  company's  re- 
turn on  assets  (ROA)  looks  a  lot  higher. 
Swiss  food  giant  Nestle,  for  example, 
showed  an  ROA  of  16%  on  its  1993  ac- 
counts. Had  it  followed  U.  S.  accounting 
practices  for  past  acquisitions,  such  as 
France's  Source  Perrier  and  the  U.  S.'s 
Carnation  Co.,  Vontobel  analysts  calcu- 
late, its  ROA  would  have  been  a  decent- 
hut  much  slimmer— 9%. 

This  financial  legerdemain  explains 
why  Swiss  companies  are  ready  to  pay 
what  U.  S.  analysts  consider  loony  pric- 
es. Sandoz,  for  example,  is  offering  a 
53%  premium  over  Gerber's  last  prebid 
trade.  Syntex  went  for  an  even  larger 
57%  premium. 

Not  surprisingly,  U.  S.  sellers  are  hap- 
py to  entertain  Swiss  bids.  The  Swiss 
spurn  fancy  financial  engineering,  in- 
stead plonking  down  good  old-fashioned 
cash  on  the  barrel.  "Big  Swiss  companies 
are  simply  cash  machines,"  says  Hans 
Kaufmann,  head  of  research  at  Zurich's 
Bank  Julius  Baer.  "Every  few  years,  the 
war  chest  is  full.  Then,  they  go  for  an 
acquisition." 

When  a  target  becomes  available,  the 
Swiss  companies'  huge  cash  piles  mean 
they  can  move  at  warp  speed.  "They 
don't  have  to  talk  with  10  banks  to  put  a 
deal  together,"  says  a  Swiss  banker.  San- 
doz had  eyed  Gerber  for  a  decade— then 
tied  it  up  in  less  than  a  month  after 
hearing  it  was  for  sale. 

Call  1994  the  Year  of  the  Swiss.  And 
stand  by  for  a  lot  more  noisy,  quick-fire 
takeover  moves. 

By  John  Templeman  in  Bonn 
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HE'S  NO 

ROSTENKOWSKI 


Clintonites  are  worried  Sam  Gibbons  can't  control  Ways  &  Means 


■  n  the  predawn  of  June  6,  1944, 
I  Army  paratrooper  Sam  Gibbons 
H  landed  behind  German  lines  in  occu- 
pied France,  armed  with  an  antitank 
mine,  a  gas  mask,  and  two  warm  cans  of 
Schlitz.  As  D-day  unfolded,  the  24-year- 
old  captain  survived  a  bloody  ambush 
to  complete  his  mission:  securing  bridg- 
es near  the  town  of  St.  Come-du-Mont. 
The  American  beer  cans  were  placed  in 
the  middle  of  a  road  in  Normandy  as  a 
symbol  of  the  Allied  liberation. 

Brave,  utterly  determined,  and  a  little 
bit  quirky— those  all  are  traits  that  col- 
leagues still  ascribe  to  Gibbons.  And 
he'll  need  such  qualities  and  more  to 
succeed  in  the  new  job  he  is  about  to 
take  on.  A  16-term  Democratic  congress- 
man from  Tampa,  Gibbons  is  in  line  to 
ascend  to  the  powerful  post  of  House 
Ways  &  Means  Committee  chairman. 
The  current  occupant,  Dan  Rostenkowski 
ID-Ill. I,  is  under  investigation  for  alleged 
financial  irregularities  and  is  expected  to 
lose  the  post  through  a  felony  indict- 
ment or  a  plea  bargain  with  U.  S.  prose- 
cutors. Friends  and  colleagues  say  that 
Gibbons,  who  declined  to  speak  to  BUSI- 
NESS WEEK,  is  ready  for  the  new  chal- 
lenge. "When  the  muskets  start  firing, 
this  guy  is  at  his  best,"  says  lobbyist 
Jack  Valenti,  chief  executive  of  the  Mo- 
tion Picture  Association  of  America,  who 
has  known  Gibbons  for  30  years. 

But  his  best  may  not  be  good  enough. 
Gibbons,  74,  is  regarded  by  peers  as  be- 
ing a  bit  too  rigid  in  his  views  and  hav- 
ing a  short  fuse.  Skeptics  wonder  if  he 
can  handle  the  oversized  egos  of  one  of 


Congress'  key  committees,  especially 
with  President  Clinton's  top  priorities- 
health  care,  welfare  reform,  and  the 
General  Agreement  on  Tariffs  &  Trade- 
hanging  in  the  balance.  "He's  very  smart 
and  dedicated,"  says  Lawrence  Chimer- 
ine,  managing  partner  of  the  Economic- 
Strategy  Institute,  "but  it's  an  open 
question  whether  he  has  the  political 
skills  to  do  the  horse-trading  and  arm- 
twisting." 

The  Administration  clearly  is  nervous 
about  losing  Rostenkowski,  a  reliable 
ally  who  played  an  important  role  in  se- 
curing passage  of  the  President's  eco- 
nomic plan  last  year.  Even  while  bur- 
dened by  the  grand  jury  probe  and  a 
tough  Democratic  primary,  Rostenkow- 
ski labored  mightily  to  craft  a  health- 
care package  acceptable  to  the  White 


SAM  M.  GIBBONS 


AGE  74 


HOME  Tampa 


BACKGROUND  A  lawyer  and  state 
legislator  first  elected  to  Congress  in 
1962.  He's  now  No.  2  among  24 
Democrats  on  the  House  Ways  &  Means 
Committee 

POLITICS  A  social  liberal  and  ardent 
supporter  of  free  trade 

BIGGEST  MISCALCULATION  His  ill-fated  race 
against  Tip  O'Neill  for  House  Majority 
Leader  in  1972  earned  him  political  ene- 
mies that  have  endured  for  two  decades 

DATA:  BUSINESS  WEEK 


House,  Democratic  liberals,  and  bm- 
ness.  Gibbons,  chairman  of  the  Way& 
Means  trade  subcommittee,  has  not  bp 
a  central  player  in  the  debate. 

Stylistically,  Gibbons  and  Rostenkft 
ski  couldn't  be  more  different.  The  m 
rent  chairman  is  an  intimidating  Chicjjo 
pol  who  keeps  tight  control  over  m 
committee  and  eschews  ideology,  w 
ferring  to  cut  deals  on  contentious* 
sues.  Gibbons  is  seen  by  many  as  a  M 
fly  interested  mainly  in  free-trade  issfe. 
and  he  may  lack  the  clout  to  quell  ft 
volts  from  subcommittee  chairmen  see- 
ing more  autonomy. 

Where  Rosty  is  known  for  his  cB 
Gibbons'  outbursts  are  the  stuff  of  Cft 
itol  Hill  legend.  When  Kevin  L.  Keaijs. 
the  president  of  the  U.  S.  Businesaft 
Industrial  Council,  complained  durinji 
hearing  last  November  about  the  hs 
of  U.  S.  sovereignty  under  GATT,  Gk' 
bons  snapped:  "I'd  just  get  a  gun  ;jd 
blow  my  brains  out  if  I  were  yq? 
Kearns,  who  is  still  fuming,  terms  \e 
incident  "an  extraordinary  breach  of  & 
corum."  But  one  Gibbons  defender  r- 
gues  that  despite  his  temper,  the  (» 
gressman  knows  how  to  cut  polits$ 
deals.  "His  very  strong  views  don't 
in  the  way  of  his  better  judgment," 
sists  the  associate. 

NECK-BUSTER.  Gibbons  entered  Congrss 
in  19t>3  with  a  reputation  as  a  progn- 
sive  Southerner  with  leadership  pota- 
tial.  President  Lyndon  B.  Johnson  sld 
he  picked  him  to  manage  several  aiii- 
poverty  initiatives  because  the  yotlg 
Floridian  could  "vote  Northern  and  tk 
Southern."  Valenti,  a  former  Johnm 
aide,  calls  Gibbons  "a  stand-up  guy  vlo 
put  his  neck  on  the  line,  lbj  would  s|/, 
'Sam  Gibbons  doesn't  cut  and  run.' " 

Gibbons  was  eventually  rewarcd 
with  a  coveted  slot  on  Ways  &  Meas. 
But  he  slipped  off  the  fast  track  in  1% 
when  he  mounted  an  abortive  campan 
for  House  Majority  Leader  against  i|e 
immensely  popular  but  far  more  libejil 
Thomas  P.  "Tip"  O'Neill.  That  ne 
haunted  Gibbons  in  1980,  when  the  lb 
spot  on  Ways  &  Means  opened 
O'Neill,  then  House  Speaker,  persui- 
ed  Rostenkowski  to  forgo  a  leader- 
contest  and  take  the  job,  leaving  Gp- 
bons  as  second-in-command. 

Most  observers  have  low  expect  at  i« 
for  Gibbons  as  the  committee's  chi  ■ 
but  his  admirers  note  that  he  is  sue 
to  give  his  all  to  the  task.  Says  turn 
Ways  &  Means  colleague  Bill  Frenl 
(R-Minn.):  "When  Sam  sets  his  mindp 
doing  something,  he  just  busts  his  n<K 
to  do  it."  Still,  having  survived  D-da| 
bullets,  he  now  may  run  into  flak  thtp 
even  harder  to  avoid. 

By  Richard  S.  Dunham  in  Washing  f 
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BIG  BLUE  TWISTER 
OCKS  MADISON  AVENUE 


ilvy  snares  all  of  IBM's  advertising  work.  Will  it  get  buried? 


t  was  like  the  Madison  Avenue  por- 
trayed in  the  movies,  in  which  ac- 
count-hungry sharks  read  over  peo- 
's  shoulders  on  trains  and  eavesdrop 
lunches  for  hot  tips.  An  intense, 
nth-long  series  of  meetings  often  ran 
;  into  the  night.  The  client  was  only 
srred  to  by  a  code  name.  Presenta- 
is  were  kept  in  a  laptop  computer. 
i  when,  on  May  24,  the  news  broke 
t  IBM  will  consolidate  its  $400  million 
S500  million  in  worldwide  advertising 
me  agency,  Ogilvy  &  Mather  World- 
e  Inc.,  a  new  reality  hit  adland  with 
force  of  a  four-martini  lunch. 
)gilvy,  led  by  Chairman  Charlotte 
rs  and  key  lieutenants 
th  America  President 
helle  B.  Lazarus  and 
isident/Worldwide 
nt  Services  G.  Kelly 
ea,  had  pulled  off  the 
j;est  account  grab 
r.  The  jobs  of  up  to 
people  working  on 
accounts  at  40  other 
ncies  around  the 
Id  were  in  doubt. 
Ivy,  meanwhile,  was 
antly  under  pressure 
>erform.  "People  tell 
we  are  going  to  be 
ig  in  a  fishbowl,"  says 
rs,  who  clearly  relish- 
he  spotlight, 
he  reason  for  the 
ssure  is  clear:  The 
solidation  is  the 
;est  example  yet  of  a 
Dr  trend— multination- 
:lients  paring  back 
icies  to  gain  econo- 
5  of  scale  and  forge 
ore  consistent  brand 
*e  worldwide.  Rival  marketers  want 
se  if  it  can  work.  And  IBM  wants  re- 
s—yesterday. Indeed,  within  minutes 
le  announcement,  an  iBMer  in  Helsin- 
illed  Ogilvy's  local  office  wanting  to 
le  over  right  away"  to  get  started. 
NTING  TASK.  Ogilvy  has  a  lot  to 
'e.  The  WPP  Group  PLC  unit,  which 
$5.8  billion  in  billings  last  year,  up 
I  million  from  1992,  is  taking  on  an 
unt  that  produces  and  places  thou- 
!s  of  ads— taking  into  consideration 
languages  and  cultures  of  dozens  of 
ltries.  It  has  to  demonstrate  that 
IBM  name— battered  by  the  compa- 


ny's downsizing  and  low-cost  competi- 
tors—can be  marshaled  to  sway  sales  in 
an  industry  that  has  been  driven  by  the 
latest  technologies  and  the  lowest  price. 
The  first  ads  are  expected  this  fall. 

Ogilvy  faces  a  daunting  task  just  get- 
ting up  to  speed.  Unlike  most  agency  re- 
views, it  did  not  present  consumer  re- 
search or  ideas  for  ads.  Instead, 
meetings  between  the  two  focused  on 
the  agency's  approach  to  managing 
brands— dubbed  "brand  stewardship"— 
and  reviews  of  products  and  services 
Ogilvy  handles  globally.  "We  know  that 
it  is  a  world-class  brand  that  is  in  the 
process  of  redefining  itself,"  says  World- 


"People  tell  me  we  are  going  to  be 
living  in  a  fishbowl" 

Ogilvy  &  Mather  Chairman  Beers  (center),  celebrating  with  Presidents  Lazarus  and  O'Dea 


wide  Client  Services  President  O'Dea. 

IBM,  which  has  been  running  vastly 
different  campaigns  from  unit  to  unit,  ac- 
knowledges that  "we  were  underutilizing 
a  great  brand,"  says  Abby  F.  Kohn- 
stamm,  vice-president  for  corporate  mar- 
keting. What  caught  IBM's  eye  at  Ogilvy 
is  the  agency's  success  at  so-called  "glo- 
bal branding."  Since  Beers  took  the  helm 
in  1992,  Ogilvy  has  steadily  picked  up 
international  assignments.  For  instance, 
it  has  expanded  its  assignment  on  Lever 
Bros.  Co.'s  Dove  soap  from  the  U.  S.  to 
33  countries.  With  Lever's  Pond's 
creams  and  lotions,  Ogilvy  has  gone 


from  a  handful  of  countries  to  40.  It  also 
recently  launched  a  global  campaign  for 
American  Express  Co.— the  former  home 
of  both  IBM  Chairman  Louis  V.  Gerst- 
ner  Jr.  and  Kohnstamm. 

Ogilvy  has  already  roughed  out  an 
international  structure  for  working  on 
the  account.  It  expects  to  have  three 
layers  of  management,  direction  to  be 
set  by  a  management  team  in  New 
York.  On  the  next  level,  offices  in  Paris, 
Tokyo,  and  probably  Florida  would  coor- 
dinate the  business  for  Europe,  Asia, 
and  Latin  America,  respectively.  Indi- 
vidual offices  would  then  localize  ads  in 
the  countries.  The  agency  has  270  of- 
fices spread  across  56  countries. 
major  layoffs.  And  the  losing  agen- 
cies? Many  say  they  agree  that  IBM  had 
to  consolidate  its  accounts,  but  they  find 
the  move  devastating  nonetheless.  Major 
layoffs  seem  inevitable.  The  biggest  los- 
ers include  Interpublic  Group's  Lintas 
Worldwide,  which  had  $85  million  to  $90 
million  in  IBM  billings,  and  ddb  Need- 
ham  Worldwide,  which  had  about  $50 
million  in  billings,  includ- 
ing European  advertis- 
ing for  the  PC.  Another 
casualty:  Merkley  New- 
man Harty,  a  creative 
boutique  of  Omnicom 
Group  Inc.,  which  had 
just  launched  a  $40  mil- 
lion campaign  for  IBM  PC 
Co.  that  accounted  for 
about  half  of  its  billings. 
"I  feel  like  a  guy  stand- 
ing on  the  deck  of  a  sail- 
boat who  just  got  swept 
off  by  a  wave,"  says 
Kenneth  Olshan,  chair- 
man of  Wells  Rich 
Greene  BDDP  Inc.,  which 
handled  $50  million  in 
IBM  billings. 

Competitors  wonder  if 
Ogilvy  won't  get  fouled 
up  by  the  IBM  account's 
complexities.  Indeed,  a 
rival  computer  executive 
calls  it  "the  toughest  ad 
challenge  in  the  comput- 
er industry."  That's  be- 
cause ( )gilv\  must  create  a  unified  image 
for  a  company  with  many  competing  and 
overlapping  products.  IBM's  mainframe, 
for  instance,  competes  with  its  minicom- 
puter, which  overlaps  and  competes  with 
its  PC. 

Ogilvy  is  gearing  up  for  a  "brand  aud- 
it" of  IBM— intensive  research  of  the  com- 
pany's customers  to  define  its  brand  im- 
age. "We  feel  we'll  be  tested,  stretched, 
and  challenged,"  says  Beers.  Scores  of  ri- 
vals will  be  watching  to  see  if  they  can 
pull  it  off. 

By  Jonathan  Berry,  with  Ira  Soger,  in 
New  York 
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AIRLINES  I 


USAIR'S  FRIGHTENING 
LOSS  OF  ALTITUDE 


With  losses  exceeding  $1  million  a  day,  a  restructuring  is  crucial 


When  I).  Scott  Mitchell  began 
mapping  out  a  trip  to  visit 
friends  in  Washington,  D.  C, 
the  42-year-old  Buffalo  (N.Y.)  executive 
was  debating  whether  to  fly  via  USAir— 
his  regular  airline— or  make  the  eight- 
hour  trip  by  car.  Then  an  ad  for  Conti- 
nental Airlines  Inc.'s  new  low-fare 
service  caught  Mitchell's  eye,  and  he 
quickly  snapped  up  round-trip  tickets 
for  himself  and  his  wife  for  $157  each. 
Mitchell  admits  he  didn't  bother  check- 
ing fares  at  USAir.  "I  didn't  think  they 
could  come  anywhere  near,"  he  says. 
The  rub  for  USAir  Group  Inc.:  the  Ar- 


HA  will  serve  as  USAir's  financier  of  last 
resort. 

For  USAir,  the  consequences  of  all  this 
could  be  dire.  With  a  deficit  that  now 
exceeds  $1  million  a  day,  many  analysts 
believe  the  airline— which  has  lost  a  total 
of  $2.4  billion  since  1988— could  run  out 
of  cash  by  early  1995.  "USAir  is  on  the 
critical  list,"  says  Michael  K.  Lowry, 
president  of  Aviation  Forecasting  &  Eco- 
nomics Inc.,  who  predicts  losses  of  up  to 
$600  million  this  year  on  revenues  that 
should  hit  about  $7  billion. 

USAir  executives  are  quick  to  dismiss 
any  talk  of  a  cash  crunch.  Reports  of 


WITH  COSTS  WAY 
TOO  HIGH... 


lington  (Va.)  carrier  had  a  $125  fare  at 
the  time,  20%  less  than  Continental's. 

It's  a  tale  that  shows  just  how  hard 
USAir  is  working  to  become  competi- 
tive—and how  little  it's  getting  for  its  ef- 
forts. Beset  by  low-cost  rivals  such  as 
Continental  and  Southwest  Airlines  Co., 
usAir  is  struggling  to  pare  back  the  in- 
dustry's highest  operating  costs  (chart). 
Yet  any  progress  it  makes  is  threatened 
by  new  woes.  It  was  hit  by  one  blow  on 
May  17,  when  7,700  of  the  airline's 
ground-service  workers— fearful  of  lay- 
offs—voted to  unionize.  Then,  on  May 
23,  British  Airways  PLC  Chairman  Colin 
Marshall  announced  that  unless  USAir 
can  drastically  reduce  its  costs,  he  is 
mulling  a  write-down  of  his  $400  mil- 
lion investment,  dampening  chances  that 


USAir's  death  "are  premature,"  says 
Chairman  Seth  E.  Schofield.  "There  is 
not  an  immediate  liquidity  crisis." 
Schofield  believes  USAir's  $370  million 
in  cash  on  hand  plus  $150  million  from 
receivables  should  be  more  than  enough 
to  sustain  it  as  it  tries  to  restructure. 
"We  are  at  the  point  where  we  expected 
to  be  at  this  time,"  he  says. 

Indeed,  even  bearish  analysts  concede 
that  USAir  could  pull  back  from  the 
brink.  They  see  Schofield's  May  12  deci- 
sion to  postpone  delivery  of  40  Boeing 
Co.  planes  valued  at  $1.9  billion  and  can- 
cel options  on  an  additional  76  jets  as  a 
start.  And  some  analysts  say  if  it  gets 
concessions  from  workers,  the  airline 
could  raise  more  money  on  Wall  Street. 

Yet  even  Schofield  acknowledges  his 


task  is  daunting.  His  job  won't  be  dofj 
he  says,  until  "we  have  permanently  ;  1 
fundamentally  changed  our  cost  str  - 
ture."  The  37-year  company  veteran  ■ 
cently  initiated  talks  with  the  airlins 
four  unions  on  ways  to  slash  costs, 
won't  say  how  much  he  hopes  to  sal 
but  union  sources  say  USAir  wants 
cut  labor  costs  by  20%,  or  more  thl 
$500  million  annually. 
NO  FEAR.  The  unions,  however,  may  m 
be  in  a  giving  mood.  They're  fumiji 
that  on  May  20  the  carrier  switched  |s 
remaining  freight-  and  mail-handling  <j- 
erations  from  its  own  employees  tdi 
subcontractor— a  move  intended  to  sag 
$10  million  a  year.  "It  was  an  uncfl- 
scionable  act,"  rages  Victor  Mazzocj, 
an  assistant  general  chairman  of  the  j- 
ternational  Association  of  Machinis., 
which  may  represent  the  ground  woi 
ers.  Wall  Street  analysts  believe  USi1 
could  have  to  cede  at  least  30%  own! 
ship  to  employees  in  exchange  for  jp 
and  pay  cuts  and  changes  in  work  ruk 
Schofield,  me; 
while,  is  trying 
make  USAir's  opi- 
ations   more  ei 
cient.  In  July,  ts 
carrier  plans  to  e 
pand     "Operati  i 
High  Ground,"  i 
effort     to  tui 
around  USAi; 
planes   within  > 
minutes,    vs.  tf 
current  45  minuti. 
Schofield  says  t 
program,  now  in  | 
feet  for  22  she 
routes,  will  be  4 
panded  to  100— t  • 
equivalent  of  givi 
the  carrier  12,01 : 
more  seats  to  self :- 
Even  that  mi 
not     be  enoug, 
though.  With  low-cost  rivals  able  to  1 
into  nearby  underused  airports,  sor 
consultants  believe  the  carrier  shoti 
consider  scaling  back  its  hub-and-spo 
system  in  favor  of  the  shuttle  systej  5 
used  by  low-cost  rivals. 

USAir  followers,  however,  say  th< 
don't  sense  the  atmosphere  of  fear 
the  airline  that  prompted  Northwe 
Airlines  Inc.  and  Trans  World  Airlin 
Inc.  to  take  drastic  survival  measun 
"Company  management  is  in  incredib 
denial,"  says  one  bond  analyst.  If  tl 
sea  of  red  ink  doesn't  produce  the  cri; 
mentality  that's  needed,  it's  hard  to  s| 
what  will. 

By  Dean  Foust  in  Washington,  wi 
Keith  L.  Alexander  in  Pittsburgh  m 
Aaron  Bernstein  in  New  York 
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.0  help  you  create  and  keep 
customers,  we  begin  with  this  piece 
of  advanced  technology. 


We  couldn't  help  you  succeed  without 
It's  the  ability  to  listen  to  you  and  your 
tomers.  And  it's  the  foundation  of  our 
neering  ci;stomerizes"  philosophy. 

Using  proven  methodology,  Unisys 
vices  professionals  will  work  with  you  to 
roMERizE  your  organization-and  enhance 
:ompetitiveness-by  aligning  information 
;tegy  with  your  customer  service  goals. 
'  Information  Planning  Service  teams 
with  Unisys  experts  to  create  a  practical 
sprint  for  enhancing  customer  service 
mgh  information. 


:us-tom-er-ize\  kus'-ta-ms-rize'X  w 

1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Unisys  Process  Redesign  helps 
irect  your  people,  processes  and 
irmation  flow  to  increase  your  respon- 
mess  to  customers.  As  a  Systems 
^ration  leader,  we  design  solutions 


for  real-world  multivendor  environments.      responsibility  for  your  IS  operations. 


And  Unisys  Outsourcing  frees  you  to  focus 
on  customer  service  while  we  shoulder 

UNiSYS 

We  make  it  happen. 


For  a  complimentary  customerize 
Services  Information  Kit,  call  us  at 
1-800-874-8647,  ext.  19.  Hear  for  your- 
self how  enhanced  customer  service 
can  make  a  strategic  difference  for 
your  business. 

CUSTOMERIZE  is. i  service  mark "f  I'nisvs  ('urpoRitum 
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TOBACCO  I 


SOME  STATES  ARE  SUING  TO  RECOVER  SMOKING-RELATED  HEALTH-CARE  COSTS 


THESE  DAYS,  WHERE  THERE'S  SMOKE, 
THERE'S  A  LAWSUIT 


Cigarette  makers,  used  to  winning,  now  face  a  changing  legal  landscape 


I  t's  a  phenomenal  winning  streak:  De- 
I  spite  scores  of  cases  blaming  the  in- 
H  dustry  for  debilitating  illnesses  and 
deaths,  cigarette  makers  have  gotten 
off  scot-free.  With  mountains  of  cash 
and  seemingly  unmatched  legal  stami- 
na, they've  convinced  juries  that  smok- 
ers assume  personal  risk  with  each  puff. 
It  has  proved  an  airtight  defense. 

But  the  legal  landscape  is  changing 
fast.  Tobacco  cases  are  attracting  well- 
heeled  plaintiffs'  lawyers  willing  to  go 
the  distance.  The  lawyers  are  bringing 
new,  potentially  more  powerful  law- 
suits—class actions  alleging  that  millions 
of  people  have  been  hurt  by  addiction. 
States  are  jumping  in,  too:  On  May  23, 
Mississippi  sued  to  recover  Medicaid 
and  other  costs  of  smokers'  ailments; 
Florida  is  poised  to  follow. 

A  key  element  in  all  this  maneuvering 
may  turn  out  to  be  a  set  of  30-year-old 
documents.  In  early  May,  internal  pa- 
pers from  Brown  &  Williamson  Tobacco 


Corp.  were  leaked  to  key  members  of 
Congress  and  the  press,  including  busi- 
ness week.  The  documents  support 
claims  that  the  industry  knew— perhaps 
since  the  1940s— that  cigarettes  are  ad- 
dictive, plaintiffs  lawyers  contend. 
"They've  conducted  a  masterful  fraud," 
says  Wendell  H.  Gauthier,  who  has  filed 
suit  in  a  Louisiana  federal  court  on  be- 
half of  all  smokers. 

GANGING  UP.  The  industry  response  to 
all  this?  Don't  believe  the  hype.  Tobacco 
companies  still  argue  that  smoking  is 
not  addictive.  Says  Philip  Morris  Cos.  at- 
torney Charles  R.  Wall:  "The  [B&W]  doc- 
uments have  been  mischaracterized  in 
the  press."  Since  B&w  claims  they  were 
stolen,  the  documents  may  not  be  admis- 
sible, Wall  notes.  Besides,  he  argues, 
"juries  know  that  millions  of  people  can 
and  do  quit  smoking." 

Millions  more  don't.  That's  where  the 
class-action  strategy  comes  in.  The  ad- 
diction argument  opens  the  manufactur- 


ers' liability  to  a  cross-section  of  p 
tiffs.  So  far,  the  industry  has  been  1 
to  settle  cases,  preferring  to  sap  th 
nancial  strength  of  its  adversaries 
have  shown  the  propensity  to  gang! 
on  a  plaintiff  and  just  whip  the 
out  of  them,"  Gauthier  says.  But  Gai  I 
er  has  enlisted  50  firms  as  allies.  I 
gether,  they  have  committed  at  1<| 
$10  million  to  bankroll  their  attack 
The  promise  of  megadamages  is 
key  attraction.  The  list  of  powerful  p 
tiffs'  lawyers  now  includes  Melvin 
Belli,  Stanley  M.  Chesley,  and  ot 
who  have  won  big  in  the  legal  br 
over  asbestos  and  breast  impla 
States'  Attorneys  General  are  targe 
the  industry,  too— with  the  deep  po 
of  state  treasuries  behind  them. 
first  strike?  The  class-action  strate 
gaining  momentum.  In  Florida,  an 
peals  court  unanimously  agreed  to 
a  class  action  proceed  on  behalf  of  fli 
attendants  who  blame  cancer  and  ot 
diseases  on  secondhand  smoke.  ' 
move  reflects  judges'  willingness  to 
sider  tobacco  litigation  under  the  cl 
action  rubric.  Tobacco  companies  h 
asked  the  appeals  court  to  reconsid* 

Washington  may  well  deal  the  d 
sive  blow  to  tobacco  makers  long 
fore  the  courts  do.  Convinced  that 
industry  has  the  technology  to  mani 
late  nicotine  levels,  Food  &  Drug  Adr 
istration  Chief  David  Kessler  hasn't 
vered  in  his  promise  to  exp 
regulating  tobacco  as  a  drug.  "The 
dence  suggests  that  cigarette  ma 
intend  the  obvious:  that  smokers 
cigarettes  to  satisfy  their  nicotine 
diction,"  Kessler  told  Congress  rece 

More  likely,  though,  the  first  st 
will  come  from  Congress  itself.  Re 
sentative  Henry  A.  Waxman's  Subc 
mittee  on  Health  &  the  Environme 
pressing  B&w  for  an  explanation  of 
leaked  documents.  B&w  ceo  Thoma 
Sandefur  Jr.  is  scheduled  to  testify 
fore  the  subcommittee  on  June  20. 
has  hired  Griffin  B.  Bell,  a  former  At 
ney  General  under  President  Carter, 
Robert  A.  Bork  to  plead  its  case  be. 
Waxman.  High-priced  talent.  But  for 
first  time,  their  opposition  is  imposil 

By  Maria  Mai  lory  in  Atlanta,  u 
John  Care//  in  Washington 


IF  YOU  CANT  QUIT,  SUE 


CASTAHO  VS. 
AMERICAN  TOBACCO 

The  class  action,  filed  on 
Mar.  29,  charges  the  tobacco 
producer  with  manipulating 
nicotine  levels  in  cigarettes. 


ALLMAN  VS. 
PHILIP  MORRIS 


SPARKS  VS. 
R.J.  REYNOLDS 


MISSISSIPPI  VS. 
AMERICAN  TOBACCO  ET  A\ 


Filed  in  the  Southern  District  of 
California  on  Mar.  30,  this  suit 
seeks  to  recover  the  cost  of 
treatment  for  all  smokers. 


The  class  action  charges 
Reynolds  with  deceptive 
business  practices  in  targeting 
children  with  its  Joe  Camel  ads. 


The  state  sued  on  May  23  to 
recover  smoking-related  health 
care  costs  paid  by  state 
programs. 


DATA  TOBACCO  PRODUCTS  LIABILITY  PROJECT 
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Any  questions? 


O.S00  locations.  70  years  experience.  20.000  experts. 
Reach  to  help  you  find  simple  answers  to  nil  kinds  of  complicated  questions. 
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INVENTORY 


TOO  MUCH  PRUNING 
STUNTS  FRUIT  OF  THE  LOOM 


Mistimed  production  cuts  contributed  to  a  43%  fall  in  first-quarter  profits 


AFTER  MASSIVE  LAYOFFS,  THOUSANDS  OF  WORKERS  WERE  HIRED  WHEN  DEMAND  SOARED 


123 


Wrong  move,  wrong  time. 
Late  last  year,  Fruit  of  the 
Loom  Inc.  saw  underwear 
and  apparel  sales  slowing.  It  cut  back 
production  sharply.  Too  sharply,  in  fact: 
In  February,  almost  overnight,  demand 
soared.  Caught  with  its  shorts  down, 
the  company  hired  back  thousands  of 
workers  and  frantically  ramped  up  pro- 
duction—but Fruit  still  stands  to  lose 
$200  million  in  sales  this  year. 

The  result:  A  very 
public  mea  culpa.  On 
May  17,  William  Farley 
told  reporters  after  Fruit 
of  the  Loom's  annual 
meeting  that  the  miscal- 
culation already  has  cost 
the  company  $40  million 
in  lost  sales  and  in  costs 
related  to  firing  and  hir- 
ing. "We'll  be  forced  to 
leave  significant  dollars 
on  the  table,"  he  says. 
Analysts  think  profits 
should  drop  by  11%  for 
the  year,  to  $185  million. 

This  was  the  same  Farley  who  once 
appeared  in  TV  ads,  doing  sit-ups  in  a 
tank  top,  to  pitch  casual  wear.  In  the 
1980s,  the  irrepressible  deal  maker  and 
self-promoter  picked  up  a  conglomerate, 
Northwest  Industries,  followed  by  textile 
giant  West  Point-Pepperell  Inc.  He 
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FRUIT  OF  THE  LOOM'S 

FINISHED-GOODS 
INVENTORY,  YEAREND 


mulled  a  1988  Presidential  bid.  By  1991, 
with  his  empire  collapsing  into  bankrupt- 
cy, Farley  just  managed  to  stave  off  liq- 
uidation and  hang  on  to  Fruit. 
WHIPSAW.  Farley,  now  51,  has  kept  his 
head  down  since,  concentrating  on  push- 
ing Fruit  underwear  and  sweatshirts 
around  the  world.  And  sales  and  earn- 
ings have  grown  steadily  since  1987. 

Until  last  year.  Early  in  1993,  Fruit 
increased  production  across  its  clothing 
lines,  figuring  that  a  re- 
covering economy  would 
lead  to  higher  demand. 
But  despite  aggressive 
retailer  promotions, 
growth  didn't  material- 
ize, and  inventories  rose 
to  record  levels  (chart). 

In  the  fourth  quarter, 
Farley  took  drastic  ac- 
tion, laying  off  2,000 
workers  at  41  U.  S. 
plants.  Output  dropped— 
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just  as  consumers  began 
to  load  up  on  new  cloth- 
ing. Executives  aren't 
sure  why  demand  rebounded  but  guess 
that  "it  was  an  accumulated  impact  of 
people  not  buying  for  a  long  time,"  a 
spokesman  says.  First-quarter  earnings 
dropped  43%,  to  $25.1  million. 

Competitors  were  caught  in  the  same 
whipsaw:  Sales  of  knit  products  at  Sara 


Lee  Corp.,  maker  of  Hanes  underwiH 
jumped  17%  during  the  quarter  enm 
Apr.  1,  following  on  the  heels  of  iH 
flat  quarters.  Still,  analysts  fault  Frum 
inability  to  adjust.  The  company's  la : 
planation  "clearly  strikes  me  as  ratiowJ 
izing,"  says  Steve  Johnson,  a  managjB 
partner  at  Andersen  Consulting.  "It^B 
an  operational  problem  on  [Fruit's]  efl 

Fruit's  snafu  is  especially  untim 
coming  just  as  Farley  is  driving  the 
billion  company  on  an  acquisition  sp 
into  new  markets.  In  March,  the  c< 
pany  paid  $100  million  for  the  asset; 
Gitano  Group  Inc.,  a  mass-market  b 
jean  and  women's  casual  wear  comp 
that  was  in  bankruptcy.  The  idea  is 
push  Gitano  through  Fruit's  powe: 
distribution  network  among  mass 
chandisers.  And  Fruit  is  negotiating 
buy  the  license  to  the  Calvin  Klein  j 
label. 

"stylish."  Yet  there  are  risks.  The 
strategy  takes  Fruit  into  the  m 
volatile  fashion-sensitive  end  of  the  cl< 
ing  business.  What's  more,  Fruit's 
rent  strengths  are  in  knitted  items, 
wovens  such  as  jeans,  notes  Werthfir 
Schroder  &  Co.  analyst  Thomas  J.  Di- 
atelli.  Not  a  problem,  says  Farley,  "(gj 
apparel  will  be  slightly  more  fashiB 
stylish,  not  trendy.  We  will  be  more  ill 
L.  L.  Bean,  J.  Crew,  or  Eddie  Bauer. I 

It's  crucial  that  Farley  make  the  iff 
deals  pay  off,  now  that  his  pn 
bankruptcy  campaign  to  bolster  cnk' 
bility  is  suffering.  He  has  spent  mgi 
than  $1.1  billion  on  new  factories  im 
improved  technology  since  1985  to  mil? 
Fruit  into  a  low-cost  producer.  The  c«fl 
pany  commands  a  leading  40%  mar  fe 
share  in  men's  and  boy's  underwear^ 
the  U.  S.  Through  savvy  marketiaj 
moreover,  Fruit  has  made  the  famis}! 
apple-and-grape  logo  a  hot  label  on  ps-i 
mium-priced  casual  wear  in  Europe,  ifl 

Some  shareholders,  though,  remtui 
wary  in  the  wake  of  the  recent  finamiS 
troubles.  They  have  seen  their  Frti 
stock,  which  mse  seven-fold  since  19919: 
a  peak  of  $50  last  year,  settle  back! 
$30.  Kemper  Financial  Services  Inc.  sil 
its  2.4%  stake  early  this  year  wherit" 
became  concerned  about  Fruit's  outlo:.' 
says  portfolio  manager  Bess  Cotner.  Ah 
a  group  of  shareholders  filed  suit  in  lfe 
December,  charging  that  Fruit  mistil 
investors  about  the  weakening  state|# 
business. 

Farley  has  lost  none  of  his  boosteria. 
What  will  it  take  to  win  back  invest 
confidence?  "A  good  second  and  thp 
quarter,"  he  says.  "It's  that  simple."  Hp 
learning,  though,  that  the  rag  tradep 
anything  but. 

By  Susan  Chandler,  with  Greg  Burl: 
in  Chicago 
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anon  has  a  vision  of 
how  your  office  should 
run  today.  Which  means  it's 
equipped  with  machines  that 
liberate.  Empower.  Increase 
productivity.  And  open  the 
lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  every- 
thing Canon  produces  from 
The  Corporate  Line  of  High 
Volume  Copiers  to  our  Digital 
Color  Copiers  to  our  Laser 
Class  Plain  Paper  Facsimiles. 
And  with  the  introduction  of 


our  Digital  Imaging  Systems,  you 
will  experience  a  whole  new 
world  in  Document  Management 
without  ever  leaving  your  desk. 

With  Canon's  system  solu- 
tions, you  can  create  your  own 
visionary  office  where  simplicity 
and  productivity  coexist  in 
perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Official  Sponsor 


Cation 


VC/lnen  you  were  a  kid  you  made  yc 
JVLaybe  this  is  tHe  year  you 


a  promise. 
;ood  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 
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GTE  HITS 

THE  MFO  OH-RAMP 


Get  out  your  Information 
Superhighway  scorecard, 
and  pencil  in  one  more  late 
player.  On  May  24,  GTE  an- 
nounced a  relatively  modest 
$250  million  proposal  to  offer 
video  services  to  500,000 
homes  by  the  end  of  1995. 
GTE  has  been  slow  to  enter 
the  race  to  combine  phone, 
video,  and  computerized  ser- 
vices, in  part  because  its  exec- 
utives remain  skeptical  about 
the  demand.  But  its  prototype 
of  interactive  cable  in  Cerri- 
tos,  Calif.,  now  concluded,  was 
among  the  earliest  tests  of 
the  technology.  Now,  GTE  will 
deliver  video  to  four  markets 
where  it  provides  local  tele- 


CLOSING  BELL 


THE  EYE  OP 
THE  BEHOLDER 

Inflation  or  no  inflation?  Depends 
on  what  numbers  you  watch.  Con- 
sumer prices,  growing  at  2.5%, 
aren't  menacing.  But  commodity 
prices  might  be  a  problem.  The 
Knight-Ridder  Commodity  Re- 
search Bureau  index  surged  2% 
on  May  23  to  238.36— its  highest 
level  since  September,  1990.  Oil 
prices  were  partly  behind  the 
increase:  The  continuing  embargo 
on  Iraqi  supplies  have  sent  U.S. 
crude  futures  to  $  1  8  a  barrel  from 
$  1 4  two  months  ago.  There's  more 
behind  the  commodities  climb, 
though.  Worries  about  dry  Mid- 
west weather  have  juiced  soybean 
and  corn  futures,  and  coffee  is  up 
70%  in  three  weeks— a  result  of 
Brazil's  export  cutbacks. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


phone  service  and  says  it 
plans  to  extend  service  over 
the  next  decade  to  some  sev- 
en million  homes. 


COLUMBIA/HCA 
ADDS  MORE  BEDS 


The  Columbia/HCA  jugger- 
naut steams  on.  On  May 
23,  the  hospital  giant  agreed 
to  acquire  Dallas-based  Medi- 
cal Care  America,  the  nation's 
largest  operator  of  outpatient 
surgery  centers,  for  stock  val- 
ued at  about  $859  million.  It's 
Columbia/HCA's  third  big  deal 
in  a  year,  following  its  $3.8 
billion  purchase  of  Galen 
Health  Care  and  the  $5.5  bil- 
lion acquisition  of  HCA.  Medi- 
cal Care  America  fits  nicely 
into  that  relentlessly  expand- 
ing empire:  Last  year,  the 
two  companies  began  jointly 
operating  hospital  and  outpa- 
tient surgery  centers  in  six 
states.  And  60%  of  Medical 
Care  America's  centers  are  in 
Columbia/HCA  markets. 


HELP  STILL  WAHTED 
AT  MERCK 


Who  will  head  Merck? 
Not  Marty  Wygod.  The 
brash  entrepreneur,  who 
joined  Merck  last  year  when 
he  sold  his  Medco  distributor- 
ship to  the  drug  company,  re- 
signed on  May  24  as  Medco 
chairman  and  a  Merck  direc- 
tor. His  advice  for  finding  CEO 
Roy  Vagelos'  successor:  Go 
outside  the  company  for  an 
executive  with  "a  fresh  point 
of  view."  Wygod  told  BUSINESS 
WEEK  he  had  Vagelos'  backing 
for  the  post  until  March, 
when  he  opted  out  of  the  run- 
ning. He  says  he  lacks  "the 
total  commitment"  the  top  job 
would  take  and  wants  to 
spend  time  with  his  family. 


PHILIP  MORRIS  WILL 
STAY  IH  ONE  PIECE 


To  split  or  not  to  split.  That 
was  the  question  Philip 
Morris'  board  of  directors 
grappled  with  at  a  May  25 


PLAYBOY:  BACK  IN  THE  BLACK — JUST  BAREU 


Christie  Hefner,  the  CEO  of 
Playboy  Enterprises,  is 
limping  around  in  an  ankle- 
to-thigh  brace  these  days, 
nursing  a  painful  ski  injury. 
She  should  be  back  on  her 
feet  in  the  next  few 
months.  So  should 
Playboy. 

In  early  May, 
it  unexpectedly 
announced  a 
third-quarter 
loss  of  $8.4  mil- 
lion—as much  as 
it  earned  in  the 
previous  three 
years.  The  company's 
stock  plunged  from  13  at 
yearend  to  under  7  amid 
doubts  about  Hefner's  forays 
into  cable  TV  and  video.  Cable 
operators  have  been  slow  to 
expand  capacity,  limiting  op- 
portunities for  Playboy  pro- 
gramming. And  home-video 


sales  are  dragging.  "This 
definitely  been  a  difficult  y 
for  us."  Hefner  says. 

But  analysts  say  Playl- 
should  return  to  profital 
ty— albeit  not  by  much— in 
fourth  quarter  end 
June  30.  Cable 
erations  are  lo 
ing     up.    A : 
Hefner,  the 
year-old  dau 
ter  of  Playl 
founder  Hi 
Hefner,  w 
took  over  as  ( 
in       1988,  1 
trimmed  expenses,  i 
cut    staffing    by    10%  i 
September  and  cleared  1 
balance  sheet  with  one-ti 
charges  totaling  $5.3  milli . 
One  of  those  charges  refle- 
a   loss  on   a  documents; 
about,  yes,  Hugh  Hefner. 

By  Greg  Bmi 


meeting.  In  the  end,  it  decid- 
ed against  dividing  the  $61 
billion  conglomerate  into  sep- 
arate tobacco  and  food  compa- 
nies—for now.  That  didn't  sit 
well  with  some  shareholders, 
whose  shares  have  long  lan- 
guished in  the  low  50s.  "It's 
clear  that  they  have  to  iso- 
late the  potential  liability"  of 
the  domestic  tobacco  business, 
says  Alan  Hevesi,  comptrol- 
ler of  New  York  City.  The 
company  did,  however,  pro- 
mote two  top  executives,  a 
move  that  Michael  Sandler,  of 
Pacific  Financial  Research, 
interpreted  as  a  "prelude  to 
splitting  up  the  company 
sometime  down  the  road." 


DENNY'S  DOES  SOME 
OF  THE  RIGHT  THINGS 


On  May  24,  Flagstar  apol- 
ogized for  apparent  ra- 
cism at  some  of  its  Denny's 
restaurants  and  agreed  to  pay 
$46  million  to  black  patrons 
who  have  made  more  than 
4,300  complaints  to  the  Jus- 
tice Dept.  about  discriminato- 


ry treatment.  But  the  com  • 
ny  still  has  plenty  of  work) 
do  on  a  seven-year  plan  I 
improve  minority-busim 
practices.  Denny's,  which  1 
no  minority  franchisees  amc; 
its  1,500  restaurants,  is  e< 
sidering  28  minority  app 
cants,  none  of  whom  is  bla . 
And  it  purchases  only  $20  n- 
lion,  or  3.3%,  of  its  suppb 
from  minority  vendors— w 
below  the  company's  sevt 
year  target  of  12%.  Wh 
Flagstar  now  has  one  bla 
director,  only  7%  of  its  mi 
agers  are  minorities. 


ET  CETERA . . . 

— 

►  Kansas  City  Southern  likt 
will  exit  the  rail  business 
focus  on  financial  services. 

►  Profits  at  Dell  Comput 
soared  86%,  even  though  sa 
remained  sluggish. 

►  More  privatization  in  Br 
ain:  The  postal  service 
rail  tracks  are  possible. 

►  Sizzler  International  will  s 
25%  of  its  U.  S.  restauran 
Its  CEO  will  resign. 
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If  Jeff  Pettee  had  a  ThinkPad  360,  he  could  pop  open  his  keyboard,  remove  his  hard  drive  and 
replace  it  with  a  bigger  one  as  easily  as  if  he  were  slipping  a  bagel  into  a  toaster  oven. 


mm 


BY  OWEN  ULLM, 


3 


CLINTON  AND  GREENSPAN: 
IS  AN  EXPLOSION  COMING? 


Soon  after  Bill  Clinton  took  office,  Alan  Greenspan  got 
the  seat  of  honor  at  the  State  of  the  Union  address- 
next  to  First  Lady  Hillary  Rodham  Clinton.  These  days, 
Clinton  wants  to  put  the  Federal  Reserve  chairman  in  the  hot 
seat.  The  President  has  avoided  public  attacks  on  the  central 
bank's  repeated  rate  hikes.  But  when  asked  about  them,  Clin- 
ton's face  betrays  his  feelings.  "You  get  the  sense  that  he's  bit- 
ing his  tongue  so  hard  it's  hurting,"  says  a  Fed  official. 

That's  an  understatement.  In  private,  senior  Administration 
aides  confide,  Clinton  has  raged  about 
the  threat  a  sharp  rise  in  rates  poses  to 
the  economy's  health.  Some  "explosions," 
as  one  adviser  calls  them,  can  be  heard 
down  the  hall  from  the  Oval  Office.  Top 
advisers  fear  another  hike  or  two  could 
trigger  a  nasty  public  spat  between  the 
White  House  and  the  Fed. 
MARKET  TURMOIL.  Why?  Clinton  is  an 
old-fashioned  Southern  populist  who 
thinks  a  small  rise  in  inflation  is  a  fair 
trade-off  for  strong  growth.  And  he's 
frustrated  that  his  efforts  to  crow  about 
positive  trends  in  the  economy  are  being  overshadowed  by  the 
Fed  moves  and  the  resulting  financial-market  turmoil. 

But  Clinton  has  been  convinced  by  top  advisers  that  it's  bet- 
ter for  the  Fed  to  slow  the  economy  now  than  wait  until  the 
1996  campaign  approaches.  They've  also  made  him  keenly 
aware  that  picking  a  fight  with  Greenspan  would  be  a  sure 
loser.  When  attacked  by  the  White  House,  the  central  bank  of- 
ten asserts  its  independence  by  acting  contrary  to  a  Presi- 
dent's wishes.  Its  most  persistent  bashing  came  from  George 
Bush,  obviously  to  no  avail. 

The  only  recent  President  to  avoid  public  feuds  was  Gerald 
Ford.  His  chief  White  House  economist— Alan  Greenspan- 
advised  suffering  in  silence.  Peddling  that  same  counsel  to 
Clinton  are  Treasury  Secretary  Lloyd  M.  Bentsen,  National 
Economic  Council  Chief  Robert  E.  Rubin,  and  Deputy  Treas- 


ury Secretary  Roger  C.  Altman.  All  are  fiscal  moderns 
with  Wall  Street  connections  and  ties  to  Greenspan:  Benjen 
plays  tennis  with  the  Fed  chairman.  Rubin,  the  formento- 
chairman  of  Goldman,  Sachs  &  Co.,  belongs  to  the  same  elm- 
try  club.  Altman,  a  former  investment  banker,  knows  GrB 
span  from  the  A-list  dinner-party  circuit.  Greenspan  is  plejed 
that  his  friends  have  kept  Clinton  off  his  back. 

The  three  wise  men  at  first  persuaded  Clinton  that  sail 
Fed  rate  boosts  to  preempt  inflation  would  restrain  1# 
term  rates  and  keep  the  economic  Ex- 
pansion on  track.  But  when  the  Fjii 
moves  were  greeted  instead  with  a  Ijp- 
runup  in  long  rates  from  bond  tradrs 
who  wanted  tougher  action,  Clinton  cal 
lenged  his  advisers.  A  White  House  Is 
recalls  him  grumbling:  "Where's  thefp 
in  long-term  rates?"  and  chiding  his  turn 
for  being  too  conservative.  "Whose  jii 
are  you  on  anyway?"  he  asked  playful 
Since  May  17,  the  Administration  as 
been  breathing  more  easily:  Bond  yitif 
finally  fell,  in  response  to  the  Fed's  111 
point  rate  hike  and  hints  of  no  further  moves  for  a  while.  I 
that  respite  could  be  short.  Rising  commodity  prices  hi 
triggered  new  inflation  fears  on  Wall  Street.  And  if  the  m 
ernment's  monthly  employment  report  on  June  3  shows  strfj 
job  gains,  Greenspan  could  be  forced  to  act  sooner  than! 
planned. 

Clinton  hopes  his  two  Fed  nominees,  White  House  econow 
Alan  S.  Blinder  and  academic  Janet  L.  Yellen,  will  discouri 
additional  rate  hikes.  But  Blinder,  feeling  pressure  to  prove! 
anti-inflation  mettle,  may  not  deliver. 

Clinton's  advisers  fear  that  he  won't  hold  his  tongue  mi 
longer.  That  may  only  stiffen  Greenspan's  resolve  and  sci 
bond  traders  into  driving  long-term  rates  higher  still.  And  I 
President  would  quickly  discover  that  the  only  thing  wc« 
than  silence  is  speaking  his  mind. 


CAPITAL  WRAPUP I 


WORKER  TRAINING 


High-tech  training  works  so  well  in 
the  military,  maybe  it'll  help  civil- 
ians obtain  world-class  skills.  That's 
the  idea  behind  an  Administration  plan 
to  find  applications  for  the  expensive 
computer  simulators  the  Pentagon  has 
developed.  The  equipment  lets  tank 
commanders  and  foot  soldiers  hone 
combat  skills  on  eerily  realistic  "virtu- 
al" battlefields  and  allows  contractors 
to  simulate  the  construction  of  ad- 
vanced weapons  systems.  An  inter- 
agency task  force  would  teach  tomor- 
row's workers  in  subjects  ranging  from 
physics  to  new  manufacturing  tech- 
niques. The  program,  planned  to  be 


announced  this  summer,  is  the  latest  in 
a  string  of  Administration  industrial 
policy  initiatives. 

DISABILITY  REFORM  

The  Clintonites  are  gearing  up  to  re- 
vamp yet  another  ailing  social  pro- 
gram: Social  Security  disability  insu- 
rance. This  year,  the  program  will  cost 
the  federal  government  over  $20  bil- 
lion, more  than  traditional  welfare.  But 
the  disability  system  is  woefully  ineffi- 
cient. It  takes  months  for  many  dis- 
abled people  to  get  benefits,  while  oth- 
ers who  can  work  keep  collecting  for 
years.  The  Administration  hopes  to 
roll  out  a  proposal  next  year  to  fix 
both  problems. 


POLITICS 


President  Clinton  is  caught  betwe* 
conflicting  domestic  political  d 
mands  as  he  struggles  with  his  Ha 
policy.  The  White  House  fears  that 
he  lets  thousands  of  Haitian  refuge 
into  the  country,  it  will  hurt  the  reek 
tion  prospects  of  Florida's  Democrat 
governor,  Lawton  Chiles,  who  kee; 
reminding  the  President  of  that  fa< 
But  the  Congressional  Black  Caucus 
pressuring  the  White  House  to  gra 
asylum  generously  to  fleeing  Haitiar. 
Clinton  is  counting  on  a  Democrat 
governor  in  Florida  for  1996  reele 
tion,  but  he  needs  the  Black  Cauci 
to  pass  health-care  reform. 
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WASHINGTON  OU' 


If  Reymar  Torres  had  a  ValuePoint,"  he  could  have  the  latest  and  greatest  stuff  today 
and  switch  to  whatever  becomes  the  latest  and  greatest  stuff  tomorrow  without  buying  a  whole 
new  computer.  He  is,  after  all,  a  latest  and  greatest  kind  of  guy. 


The  IBM  Performance  Series. 
Now  available  to  Reymar  Torres. 
And  everyone  else. 


iore  information,  contact 
authorized  dealer 
II  our  Personal  Systems 
;enter  at  1-800-772-2227 
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nternational  Business 


THE  NETHERLANDS  I 


PHILIPS  NEEDS 
LASER  SPEED 

IT  HAS  A  BOLD  PLAN,  BUT  CAN  IT  MOVE  EAST  ENOUGH? 


Philips  ceo  Jan  D.  Timmer  brooded 
at  the  podium.  Despite  his  enthu- 
siastic 30-minute  demonstration  of 
Philips  Electronics'  multimedia  technol- 
ogy, there  was  tension  in  the  hall.  Share- 
holders at  the  annual  meeting  on  May  5 
in  Eindhoven,  The  Netherlands,  were  not 
convinced  Philips'  future  looked  bright. 
One  by  one,  they  stood  up  and  asked 
why  new  products  were  selling  so  slowly. 

This  wasn't  the  script  Timmer  had 
imagined.  Indeed,  it  should  have  been  a 
triumphal  moment  for  the  61-year-old 
Dutchman.  It  was  he  who  managed  to  re- 
vive the  world's  third-largest  consumer- 
electronics  company,  wringing  out  healthy 
profits  in  1993  from  an  unwieldy  giant 
that  lost  $2.3  billion  in  1990  and  dipped 
into  the  red  again  in  1992  (chart).  Nick- 
named "Hurricane"  Timmer,  he  slashed 
70,000  jobs  and  axed  money-losing  busi- 
nesses. Despite  a  flat  market,  the  com- 
pany rebounded  from  a  $486  million  loss 
in  1992  to  a  profit  of  $L06  billion  in  1993. 

But  Timmer  has  done  only  half  the 
job— the  easier  half.  To  keep  pace  with 
global  electronics  powerhouses  such  as 
Sony  Corp.  and  Matsushita  Electric  In- 
dustrial Co.  beyond  the  year  2000,  Philips 
must  quickly  find  new 
engines  for  growth. 
Timmer  has  been  ham- 
mering on  that  theme 
for  three  years.  Yet 
Philips'  sales  rose  only 
1%  in  1993,  and  $600 
million  of  its  profit  was  nonrecurring  in- 
come from  divestitures.  Such  promising 
products  as  Digital  Compact  Cassettes 
and  Compact  Disc-interactive  have  never 
gotten  off  the  ground,  offering  fresh  evi- 
dence that  Philips  is  still  struggling  to 
turn  great  research  into  hit  products. 

Timmer,  a  stout  man  with  a  com- 
manding presence,  knows  that  he  doesn't 
have  forever  to  get  Philips  moving. 
"There  are  obstacles,"  he  admitted  to 
shareholders  in  May.  But,  he  insists,  "we 
will  conquer  them."  In  mid-June,  Tim- 
mer will  present  a  new  strategy  to  the 


SNAIL'S  PACE: 
BY  THE  TIME  IT 
HIT  THE  MARKET 
IN  1991,  CD-i'S 
NICHE  WAS 
RAPIDLY 
VANISHING 


Philips  supervisory  board.  Sources  close 
to  the  company  say  it  will  accelerate 
Philips'  move  into  software,  services,  and 
multimedia,  where  Timmer  hopes  to  gen- 
erate 30%  to  40%  of  revenues  by  the 
year  2000,  compared  with  just  20%  today. 

It's  a  bold  plan  for  a  company  des- 
perate to  prove  itself.  "We  can't  contin- 
ue to  restructure.  We  have  to  develop 
new  initiatives,"  says  Henk  Bodt,  board 


member  in  charge  of  consumer 
tronics.  According  to  top  managem 
Philips  is  already  hunting  for  a  majo 
quisition,  probably  a  leading  U.  S.  i 
active-software  house. 

Philips'  PolyGram  recording  hou 
one  of  Timmer's  bright  spots.  The 
75%  owned  by  Philips,  is  strivin 
transform  itself  into  a  rich  source  of 
dia  products  of  all  kinds.  PolyGram, 
$4  billion  in  sales  last  year,  snappe 
Motown  Record  Corp.  for  $325  mi 
and  acquired  a  handful  of  indepen 
film  producers.  It  has  a  surprise  hit 
season  with  Four  Weddings  and  a 
neral.  Polygram  is  also  eyeing  MG 
Communications  Co.,  which  Credit 
onnais  aims  to  sell  by  1996. 
"THE  GAME  IS  OVER."  Timmer's  i 
into  new  multimedia  markets  also 
eludes  developing  telecommunications 
vices.  As  a  start,  it's  licensing  advar 
messaging  software  from  General  M 
Inc.  in  Palo  Alto,  Calif.,  and  selling  i| 
European  phone  companies  suchf 
France  Telecom. 
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*ouble  is,  many  of  Philips'  thrusts 
multimedia  aren't  designed  to  pro- 
profits  until  the  end  of  the  decade, 
le  meantime,  Timmer  has  to  grapple 
a  number  of  problem  areas,  includ- 
es all-important  consumer  electronics 
;ion,  which  still  makes  up  36%  of 
After  a  slight  loss  in  1993,  it  eked 
a  small  profit  in  the  first  quarter. 
Timmer  still  has  a  long  way  to  go  to 
l  his  target  of  a  4%  profit  margin, 
le  big  trouble  spot  is  Philips'  Com- 
Disc-interactive  technology— the  one 
ner  raved  about  at  the  shareholders' 
,ing.  Announced  in  1985  and  shipped 
in  1991,  CD-i  was  to  offer  a  myriad 
lucational  and  entertainment  possi- 
es  as  it  transmitted  text,  images, 
digital  sound  via  compact  disk  (CD- 
to  a  TV  screen.  Philips  had  hoped 
would  tap  a  huge  market  niche  by 
ing  to  be  a  system  more  versatile 
game  players  such  as  Nintendo's 
Sega's  but  less  expensive  than 
>uters. 

it  by  the  time  CD-i  hit  the  market, 
liche  it  sought  was  vanishing.  Con- 
ors either  opted  for  personal  com- 
rs  with  CD-ROM  capabilities,  which 


offered  more  performance  for  the  money, 
or  simple  game  machines,  which  had  bet- 
ter software  and  cost  less.  Now  game 
machines,  too,  are  adding  CD-ROM  drives. 
"Their  potential  market  is  being  eaten 
at  from  both  sides,"  says 
Dataquest  Inc.  multimedia 
analyst  Bruce  Ryon,  who 
expects  Philips  to  sell  only 
200,000  units  this  year,  vs. 
Timmer's  projected  700,000. 

"The  game  is  over  [for 
Philips],"  sniffs  Satjiv 
Chahil,  vice-president  for 
new  media  at  Apple  Com- 
puter Inc.,  which  has  sold  3 
million  PCs  with  double- 
speed  CD-ROM  drives.  "Their 
technology  is  dated,  and 
the  market  has  taken  off  in 
another  direction."  Philips 
says  it  still  sees  a  niche  for 
CD-i.  But  bowing  to  the  in- 
evitable, it  has  started  de- 
veloping CD-ROM  software  for  PCs. 

Another  big  problem  is  Philips'  Digital 
Compact  Cassette  technology.  Analysts 
estimate  Philips  poured  hundreds  of  mil- 
lions of  dollars  into  DCC,  but  it  looks  in- 


TtMMIR:  STUNNED  THAT  HIS 
THREE-YEAR-OLD  STRATEGY 
iS  UNDERAPPRECIATED 


creasingly  like  a  flop.  DCC  offers  the 
sound  quality  of  a  compact  disk  but'  uses 
a  digital  cassette  instead.  Despite  their 
name,  DCCs  are  the  same  size  as  regular 
cassettes,  so  machines  that  play  them 
will  also  take  standard 
tapes.  That  way,  consumers 
don't  have  to  heave  their 
collections.  But  at  $500  or 
so,  only  about  100,000  play- 
ers have  been  sold. 

A  third  bet  that  hasn't 
paid  off  yet  for  Philips:  ac- 
tive-matrix flat-panel  dis- 
plays. They're  already  used 
in  laptop  computers  and 
will  become  ubiquitous  in 
all  kinds  of  electronic  gad- 
gets from  personal  commu- 
nicators to  car  dashboards 
to  TVs.  The  Japanese  hold, 
95%  of  the  world  market 
and  are  frantically  adding 
capacity  as  they  cut  costs. 
After  challenging  the  Japanese  in  1991, 
Philips  now  says  it  won't  fully  ramp  up 
production  until  yearend.  "They  may  not 
be  technologically  behind,  but  they  are 
unequivocally  behind  in  bringing  the  tech- 
nology to  market,"  says  Arthur  Firester, 
director  of  display  research  at  SRI  Inter- 
national Inc.'s  David  Sarnoff  Research 
Center  in  Princeton,  N.  J. 
uphill  battle.  To  speed  the  transforma- 
tion at  Philips,  Timmer  already  has  shak- 
en up  the  top  ranks  at  the  inward-looking 
company,  bringing  in  a  slew  of  non-Dutch 
managers,  many  with  strong  internation- 
al and  marketing  backgrounds.  Floris  A. 
Maljers,  who  retired  as  chairman  of 
Unilever  PLC  in  May,  succeeded  Wisse 
Dekker  as  chairman  of  Philips'  supervi- 
sory board.  Timmer  also  lured  the  direc- 
tor of  Hewlett-Packard  Co.'s  research 
labs,  Frank  P.  Carrubba,  with  the  man- 
date to  thoroughly  overhaul  research  and 
development  at  Philips.  "I  sense  a  change 
in  attitudes,"  says  Dataquest's  Ryon. 

But  Timmer  clearly  faces  an  uphill 
battle.  When  employees  asked  at  a  re- 
cent colloquium  where  Philips  was  head- 
ed and  why,  Timmer  was  stunned  that 
his  troops  had  failed  to  comprehend  the 
plan  he  has  tried  to  hammer  home  for 
three  years  now.  In  a  fresh  attempt  at 
communication,  Timmer  plans  to  ask  all 
236,000  employees  where  they  think 
Philips  has  come  with  his  program  of 
renewal,  dubbed  Operation  Centurion. 
"It's  an  invitation  for  people  to  be  very 
critical,  even  about  people  in  charge," 
he  says.  "We  must  encourage  en- 
trepreneurial behavior  at  all  levels." 
That's  what  Philips  must  do,  all  right— 
or  endure  a  painful  future  of  perma- 
nently diminished  prospects. 

By  Gail  Edmondson  in  Eindhoven,  The 
Netherlands,  with  Neil  Gross  in  Tokyo 
and  Patrick  Oster  in  Brussels 
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"Now  That  You've  Downsized,  We'll 
Help  You  Build  From  Here." 


Your  company  has  joined  the  ranks  of  the  formerly  fat.  You  are 
now  lean,  and  ready  to  take  new,  growth-promoting  initiatives. 

To  enhance  stockholder  value  you  want  to  modernize  and 
become  even  more  productive,  or  expand  by  acquisition. 


Ask  Chemical  to  help  you  finance  your  new  initiatives. 
We  can  arrange  bank  financing  through  Chemical  Bank  or  acces 
public  or  private  debt  markets  through  Chemical  Securities  Inc 

Our  strategy  is  client-driven  and  designed  to  create  financk 


Chemical 
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his  that  fit  your  needs  exactly. 

1  help  you  seize  fast-breaking  opportunities,  Chemical  is  pre- 
to  meet  aggressive  timetables  and  quickly  bring  even  the  most 
ex  financings  to  a  seamless  close. 


Call  Chemical.  We  can  work  with  you  as  banker,  advisor,  and 
trading  and  investment  partner,  anywhere  in  the  world. 

We'll  help  you  construct  a  company  with  the  power  to  compete 
and  win.  In  the  process  we'll  build  a  relationship  that  benefits  us  both. 


Expect  more  from  us.£ 


Chemical  Bank  and  Chemical  Securities  Inc  are  separate  subsidiaries  of  Chemical  Banking  Corporation  Chemical  Securities  Inc  -Member  NASD/SIPC 


JAPAN I 


LANDING  FEES 
ARE  SET  SO  HIGH 
THAT  AIRLINES 
MAY  STEER  CLEAR 


JAPAN  WANTED  AN  AIRPORT. 
IT  GOT  A  REAL  MESS 


Osaka's  $15  billion  Kansai  may  be  a  white  elephant  before  it  even  opens 
jjflt}  atom  Kanazawa  knows  time  is     ty  to  pull  it  off.  "There  is  much  o 


Satoru  Kanazawa  knows  time  is 
running  out.  A  large  countdown 
display  hangs  over  his  desk  at  the 
Transport  Ministry  in  Tokyo.  Its  red 
digits  are  flashing  an  alert:  Just  100 
days  until  Kansai  International  Airport 
(KIA)  opens  for  business. 

Eight  years  after  it  ignited  an  ugly 
trade  dispute  between  Japan  and  the 
U.  S.,  Kansai  airport  is  again  in  the  pub- 
lic glare.  With  experienced  American 
contractors  relegated  to  minor  roles,  en- 
gineering fumbles  by  Japanese  builders 
have  pushed  costs  up  to  $15  billion- 
double  the  initial  estimates.  To  compen- 
sate, airport  authorities  have  jacked  up 
landing  fees,  outraging  domestic  and  for- 
eign airlines  and  dampening  demand  for 
the  airport  itself. 

As  a  result,  even  before  the  first  jum- 
bo jet  touches  down  on  the  artificial  is- 
land in  Osaka  Bay,  KIA  faces  a  half-bil- 
lion-dollar loss  in  its  first  year,  say 
transport  officials.  One  reason  is  that 
interest  on  the  debt  alone  will  run  $560 
million  a  year. 

SINKING  landfill.  Staggering  as  they 
are,  these  cash  losses  are  nothing  com- 
pared with  the  wound  to  Japan's  pres- 
tige. A  decade  ago,  Japan's  farsighted 
bureaucrats  dreamed  up  Kansai  as  a 
new  "gateway"  linking  North  America 
and  Japan  with  the  emerging  air  routes 
of  Asia.  But  the  bungled  execution  has 
left  neighbors  questioning  Japan's  abili- 


ty to  pull  it  off.  "There  is  much  confu- 
sion about  how  so  many  things  could 
have  gone  wrong,"  says  Takao 
Toshikawa,  editor  of  the  political 
newsletter  Insideline. 

Diplomatic  foul-ups  have  dogged  Kan- 
sai since  its  inception.  In  1986,  airport 
authorities  fought  pitched  battles  with 
U.  S.  trade  officials,  who  insisted  that 
the  construction  be  opened  to  Ameri- 
can bidders.  Japan  managed  to  keep 
most  of  the  business  at  home.  But  the 
struggle  put  Japanese  bid-rigging  in  an 
international  spotlight. 

Technical  blunders  were  just  as  em- 
barrassing. The  airport  was  built  on  an 
artificial  island.  But  Japan's  army  of  en- 
gineers couldn't  prevent  it  from  settling 
back  into  the  bay.  Shoring  up  the  is- 
land caused  the  worst  cost  overruns— 
and  delayed  the  opening  by  18  months. 

But  the  most  serious  miscalculation 
was  over  how  many  airlines  would  want 
to  use  the  airport.  In  mid-May,  KIA  Pres- 
ident Tsuneharu  Hattori  announced  that 
international  flights  would  number  only 
300  a  week  when  the  airport  opens  in 


If  Kansai  succeeds,  it  may- 
help  foreign  rivals  scoop  up 
Japanese  passengers 


leir 
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September— less  than  i 
the  original  projection, 
has  bagged  commitm* 
from  Canada,  Australia, 
a  dozen  small  Asian  c< 
tries.  But  big  U.  S.  and 
ropean  carriers  are 
waiting  on  the  sidelines 
That's  because  KIA 
set  landing  fees  at  $25 
ton,  or  about  $10,000  f 
jumbo.  That's  10%  n 
than  at  Tokyo's  Narita 
port— the  world's  most 
pensive— and  nearly 
times  as  much  as  at 
York's  John  F.  Kenned: 
ternational  Airport 
operating  costs  at  KIA 
exorbitant,"  grouses  RolR; 
Lamansky,  Northwest 
lines'  director  of  gov* 
ment  affairs  in  Tokyo. 
"A  paradox."  Even  don 
tic  carriers  were  outra 
that  kia  would  insist  on  such  a  pre 
um,  at  a  time  when  airlines  are  slasl 
jobs  to  stanch  red  ink.  Indeed,  intei 
tional  carriers  racked  up  a  cumula 
$11  billion  in  losses  over  the  past  th 
years,  according  to  Japan  Airlines  Ch 
man  Susumu  Yamaji.  "That  is  more  t 
the  total  profit  of  the  airline  indus 
since  commercial  flying  began,"  he  si 
jal  alone  lost  an  estimated  $250  mil! 
in  the  year  ended  in  March,  1994, 
top  of  $423  million  the  year  before. 

Despite  the  firestorm,  kia's  Hatl 
is  standing  firm,  insisting  that  airp 
fees  are  just  a  small  part  of  airlines' 
tal  costs.  In  the  end,  "demand  for 
new  airport  facilities  will  justify 
higher  costs,"  he  says. 

Even  if  the  airlines  recover  and 
cide  to  pay  up,  however,  Kansai  will 
a  tough  balancing  act  for  Japan's 
reaucrats.  The  Transport  Ministry  is 
termined  to  regulate  the  traffic  to  l 
advantage  of  Japan's  own  airlines.  I 
foreign  carriers  such  as  Northwest  i 
United  Airlines  are  clamoring  to  be 
lowed  to  pass  through  Japan  to  otl 
destinations,  and  so  pick  up  lucrat 
Japanese  business  traffic.  There's  ' 
rub:  If  the  airport  is  too  successful 
opens  up  Asia  to  the  aggressive  Am< 
cans,  which  will  hurt  Japanese  carrii 
even  more. 

That's  driving  Japan's  usually  patiit 
bureaucrats  to  distraction.  "I'm  caught! 
a  terrible  paradox,"  groans  Kanazav 
the  Transport  director  overseeing  K, 
"To  promote  Kansai  airport,  I  must  hi 
U.  S.  airlines  increase  their  flight  f 
quency.  But  if  they  end  up  dominate 
the  booming  Asian  market,  it'll  be  t 
end  of  Japan's  own  airlines."  So  mti 
for  the  virtues  of  bureaucratic  plannii. 

By  Neil  Gross  in  Toh 
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JSS  ANOTHER  MATCH 

ITO  THE  RUSSIAN  TINDERBOX:  LABOR 


EDITED  BY  STANLEY  REED 
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n  May  18,  nearly  half  of  the  Russian  passenger-airline 
crews  scheduled  to  fly  refused  to  take  off,  scrapping 
flights  between  many  domestic  cities.  They  were  pro- 
ng plummeting  safety  standards  that  have  contributed  to 
ral  recent  air  catastrophes.  Later  that  day,  the  pilots 
d  off  the  strike  after  the  Yeltsin  government  and  state 
ities  agreed  to  talks. 

was  a  quick  end  to  a  potentially  crippling  strike.  But  Rus- 
leaders  from  Boris  Yeltsin  down  are  wondering  how  long 
■  luck  can  hold.  Russia's  60  million  workers  are  fed  up 
their  country's  economic  mess  and  are  taking  action. 
|  n  January  to  April  alone,  288  strikes  broke  out,  com- 
d  with  264  for  all  of  1993.  Most  of  the  actions  to  date  have 
t  short-lived.  But  the  complaints  from  workers  keep  get- 
louder.  Many  now  work  in  increasingly  dangerous  condi- 
!  Many  work  for  no  pay.  Many  are  paid  in  rubles  that  buy 
and  less.  It's  a  formula  tailor-made  for  a  season  of  labor 
uril,  which  will  make  Russian  politics  even  more  volatile, 
le  workers  are 
it  to  have  more 
ons  to  protest, 
r  factories,  chok- 
on  a  huge  collec- 
debt  of  14  trillion 
es  ($7.4  billion), 
don't  have  mon- 
o  upgrade  plants, 
products  from 
other,  or  make 
oils. 

)mething's  got  to 
,  and  the  catalyst 

be  Russia's  fast- 
ing privatization 
ram.  It  is  enter- 
a  new  phase  that 
vastly  restructure 
y  Russian  indus- 

tossing  hundreds 


RUSSIAN  COAL  MINERS:  UNIONS  ARE  STILL  NEW  AT  CONFRONTING  MANAGEMENT 


iousands  out  of  work.  The  plan  now  is  for  experienced  pro- 
onals  to  buy  up  controlling  interests  in  the  companies  and 
the  tough  measures  needed  to  improve  performance, 
he  same  time,  the  government  plans  to  curtail  subsidies  to 
ig  state-owned  factories  and  so  force  them  into  bank- 
cy.  At  least  1,200  plants  with  workforces  greater  than 
)  will  be  the  first  to  go,  officials  say. 
>EN  JOBLESSNESS.  By  autumn,  some  predict,  unemploy- 
t  rates  could  shoot  up  as  high  as  20%  in  some  industrial 
srs.  Currently,  official  unemployment  is  only  about  2%.  Yet 
died  hidden  joblessness  may  be  as  high  as  18%.  That 
er  figure  includes  workers  forced  to  take  part-time  shifts 
use  of  plant  slowdowns  and  idle  hands  kept  on  by  manag- 
who  want  to  avoid  paying  severance.  But  permanent  lay- 
now  seem  inevitable,  says  Alexey  Sourikov,  vice-president 
He  Federation  of  Independent  Trade  Unions  of  Russia, 
the  end  of  the  summer,"  he  says,  "if  we  don't  try  to 
'ent  destructive  forces  from  gathering  steam,  we're  in 
i  very,  very  hard  time." 


Already,  single-industry  towns  specializing  in  arms  pro- 
duction, timber,  metallurgy,  and  chemicals  have  been  hit  hard 
as  production  has  dropped  by  some  25%  since  the  first  of  the 
year.  In  the  weaving  center  of  Ivanovo  in  central  Russia,  for 
example,  only  about  half  of  the  labor  force  is  working  at  all. 
Women  workers  suffer  the  most.  They  are  usually  the  first  to 
be  let  go  but  often  last  on  the  list  for  job  retraining  programs. 
toadies  NO  more.  Elderly  workers  are  also  at  risk.  Dmitiri  Y. 
Usachyov  has  worked  at  Moscow's  giant  Zil  auto  plant  for  50 
years.  He  is  staying  on  as  a  part-time  metal  caster  to  earn 
150,000  rubles  a  month  ($78).  He  needs  the  money  to  supple- 
ment a  measly  monthly  pension  of  87,000  rubles  ($45).  "Sau- 
sage costs  17,000  rubles  a  kilo,"  says  Usachyov,  standing  at  the 
grimy  plant's  front  gate.  But  Zil's  orders  are  dropping,  and 
Usachyov  and  other  older  workers  may  soon  be  on  the  street. 

Despite  their  protests,  unions  have  displayed  little  power  so 
far.  At  the  Zil  factory,  a  union  newsletter  plastered  on  a 
wall  apologizes  for  not  doing  a  better  job.  "Labor  unions," 

sniffs  Zinaida  K.  Voi- 
nova,  a  Zil  worker. 
"They  can  throw  them 
away." 

Labor  boss  Souri- 
kov acknowledges  such 
problems,  but  notes 
that  before  the  fall 
of  communism,  union 
leaders  merely  acted 
as  toadies  for  party 
managers.  They  are 
only  just  beginning  to 
learn  the  fundamentals 
of  confronting  manage- 
ment, negotiating  con- 
tracts, and  mapping 
out  effective  strike 
strategies. 

Sourikov  is  ham- 
mering away  at  the 


government  to  do  something  about  the  flagging  economy. 
And  President  Yeltsin  is  finally  responding  with  tax  cuts, 
the  elimination  of  export  quotas,  and  tax  holidays  to  entice  for- 
eign investors. 

Sourikov  is  also  stumping  for  retraining  programs.  He  says 
there  are  a  lot  of  job  opportunities  in  the  fast-growing  private 
retailing  sector.  He  also  sees  hope  for  lawyers,  economists,  ac- 
countants, and  those  skilled  in  foreign  languages.  But  such  spe- 
cialists are  a  minority,  and  he  points  out  that  housing  shortag- 
es and  residency  restrictions  keep  workers  from  moving  easily 
to  new  jobs. 

While  the  government  confronts  the  issue  of  unemploy- 
ment, it's  hoping  that  the  strikes  that  keep  occurring  won't  co- 
alesce into  a  regime-threatening  force.  So  far,  the  workers' 
haven't  been  able  to  pull  off  anything  like  the  huge  strikes 
that  helped  bring  the  Bolsheviks  to  power  in  1917.  But  the  an- 
ger is  there,  and  effective  labor  leadership  could  eventually 
turn  it  into  a  tremendous  force. 

By  Peter  Galuszka  in  Moscow 
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HE  CONTURA  AERO 


7.5  x  10.25  x  1.5  Inches' 


Powerful  486  Processor 


Backlit  VGA  Screen 


Up  To  6  Hr.  Optional  Battery 


Instant-On  Feature 


Optional  Docking  Base 


About  3.5  Pounds' 


Optional  PXMCIA  Floppy  Drive 


Free  5-Year  Warranty' 


Monochrome  From  $1,399 
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PROMOTIONS  I 


WILMA!  WHAT  HAPPENED  TO 
THE  PLAIN  OLD  AD? 


This  wave  of  giveaways,  tie-ins,  and  contests  will  outlast  summer 


The  TV  spot  opens  with  a  view  of 
two  shiny  orbs  set  against  a  starry, 
outer-space  expanse.  But  this  isn't 
2001:  A  Space  Odyssey.  The  "orbs"  are 
two  bald-headed  men  bearing  rub-on  tat- 
toos. It's  "Barqtoos  II,"  the  latest  give- 
away gimmick  from  niche  soft-drink  mar- 
keter Barq's  Inc.  Barq's  has  become  the 


The  Flintstones,  with  "Grand  Poobah"  val- 
ue meals,  "Bedrock"  mugs,  and  Happy 
Meals.  Burger  King  Corp.  is  countering 
with  a  tie-in  to  Walt  Disney  Co.'s  big 
summer  box-office  entry,  The  Lion  King. 

And  there's  more.  Coca-Cola  Co.  is  giv- 
ing away  $350  million  worth  of  stuff,  in- 
cluding 200  red  Ford  Mustang  convert- 


COKE  PONIES,  BEDROCK  EATS 

This  summer,  Coke  will  give  away  200 
red  Ford  Mustangs,  and  celluloid  stone- 
age  diners  will  drive  into  "RocDonald's" 


programs  than  on  media  ads  (chart) 
keters  who  once  used  promotions  to 
ate  short-term  bursts  in  sales  are  inci 
ingly  seeing  them  as  "a  permar 
integral  element  of  the  brand,"  says  ft 
K.  Heffler,  MasterCard's  vice-presi 
of  promotions.  It's  a  shift  from  the  ( 
when  marketers  warily  viewed  pre 
tions  as  something  that  would  d| 
brand  equity  and  encourage  consume] 
shop  for  deals.  Says  Heffler:  "Prom( 
has  become  a  backbone  of  marketing 
"one  voice."  For  some  brands,  prd 
tions  are  taking  the  lead.  Cigarette  \ 
panies  have  increasingly  been  using  ' 
motions  such  as  "Winston  Weekend") 
"Marlboro  Country  Store"— in  w 
smokers  exchange  proofs  of  pure! 
for  apparel  and  other  items— to  tall 
smokers.  Frito-Lay  Inc.,  meantime 
rolling  all  its  marketing  do! 
for  Fritos-brand  corn  chips 
summer  into  sponsoring  c< 
try  crooner  Reba  McEnti 
concert  tour.  The  PepsiCo 
figures  big  TV  campaigns 
fine  for  such  superbrandf 
Doritos  and  Lay's.  But  for 
tos,  which  doesn't  comraar 
megabudget,  the  sponsorshi 
a  better  way  to  reach  its  ( 
market. 

Marketers  say  the  shift 
gan  in  the  1990-91  downti 
profit  pressures  and  value-m 
ed  shoppers  forced  compai 
to  focus  on  keeping  cash  re 
ters    ringing.    Those  fo: 


No.  2  root  beer  in  the  U.  S.,  largely  owing 
to  a  marketing  strategy  based  on  such 
consumer  promotions.  Barq's  doesn't  run 
traditional,  warm-and-fuzzy  image  ads 
anymore.  "We  decided  that,  for  us,  it 
was  a  waste,"  says  Fred  C.  Walters,  di- 
rector of  marketing.  The  company  uses 
its  ads  to  promote  its  promotions. 

Barq's  has  lots  of  company  as  it  heads 
into  the  consumer-promotions  industry's 
biggest  season.  Summer  '94  is  shaping 
up  as  one  of  the  biggest  blowouts  ever 
for  the  business  of  giveaways,  tie-ins, 
coupons,  contests,  and  the  like.  And  many 
of  the  ads  consumers  are  likely  to  see 
will  be  closely  tied  to  those  promotions. 
McDonald's  Corp.  has  launched  a  $40  mil- 
lion global  blitz  to  hype  its  link  with  Uni- 
versal Pictures'  modern-ston.'-age  epic, 


ibles,  in  "Coca-Cola  Red  Hot  Summer." 
PepsiCo  Inc.,  fighting  back,  will  give  away 
free  Pepsi  at  10,000  U.  S.  locations  in  the 
"Ultimate  Pepsi  Challenge."  MasterCard 
International  Inc.  is  distributing  45  million 
Sunday  newspaper  inserts  offering  dis- 
counts at  100-plus  merchants,  such  as 
CompUSA  and  Pearle  Vi- 
sion Inc.  in  a  summer 
MasterValues  promotion 
tied  to  World  Cup  soccer. 

The  barrage  is  more 
than  a  legacy  of  the  reces- 
sion. Consumer  promotions 
are  playing  a  larger  role 
in  marketers'  strategies. 
Packaged-goods  companies, 
marketing's  bellwether, 
now  spend  more  on  such 
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haven't  abated.  "It  is  very  d| 
cult  to  talk  about  brand  imag1] 
to  a  guy  who's  laying  off  10,iO 
employees  this  week,"  says 
vid  A.  Fowler,  chief  creative! 
ficer  at  ddb  Needham,  Da; 
Group,  an  agency  that  w< 
both  in  ads  and  promotions, 
As  marketers  have  focu'd 
on  promotions,  they  have  started  to  « 
the  grab  bag  of  tactics  to  build  brand: 
much  the  same  way  they  did  with  ad*, 
tising:  to  craft  a  new  image,  reinfo* 
an  existing  one,  or  reach  out  to  pi 
pects.  Today,  many  argue  that  the  a  si 
old  line  between  advertising  and  proi 
tions— which  set 
agencies  and  promot 
agencies  in  competition 
marketers'  budgets— is 
relevant.  The  priority  i-c 
"speak  to  consumers  w 
one  voice,"  says  Dean 
Barrett,  vice-president  | 
marketing  for  McDona!< 
Barrett  says  tie-ins  0 
films,  sports,  and  otlr 
properties  are  part  0  1 
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Think  of  DOC-IT  as  a  time  machine.  Not  a  fantasy.  Not  even  the  future.  ■  An  incredibly  convenient,  affordable  4-function 
esktop  document  processor  that  can  save  you  a  lot  of  time,  starting  today.  ■  It's  your  personal  printer.  So  you  can  get  great 
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changed. 
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The  chip  on  the  left  is  getting  a  little  old. 

Its  15 -year-old  technology  has  been  pushed  to  the  limit.  It  worked  well  enough  for  yesterday's 
character-based  computers,  but  it's  having  a  hard  time  keeping  up  with  the  demands  of  today's 
computers  and  software. 

The  new  PowerPC  microprocessor  from  Motorola,  however,  is  just  getting  started. 

It's  based  on  advanced  RISC  (reduced  instruction  set  computing)  technology,  the  technology  most 
experts  agree  is  the  only  way  to  reach  the  performance  levels  required  by  the  new  generation  of 
computers  and  software. 

Taking  full  advantage  of  its  RISC  technology,  the  Motorola  PowerPC  microprocessor  runs 


The  PowerPC  Microprocessor.  The  Rise  Chip. 
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To  the  new 
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faster,  runs  cooler,  occupies  less  space  and  consumes  less  power.  Surprisingly, 
it  costs  considerably  less  than  the  chip  on  the  left.  a*  POWeredby 

The  first  computers  based  on  the  PowerPC  microprocessor    mm  M0T0R0LA 
are  now  arriving.  Apple's  awesome  new  Power  Macintosh  computers  are  here. 

Potent  PowerPC  personal  computers  from  IBM  are  on  the  way.  Computers   , 

powered  by  the  chip  on  the  left,  it  seems,  are  on  the  way  out.  ■!  ~-— 

See  the  Power  Macintosh  at  your  reseller  today.  Or  for  a  free  copy  of  :  ,  \\\  - 

our  PowerPC  Microprocessor  Update,  call  1-800-845-MOTO  (in  Europe,  f^:1^^^^ 
0272  4  47760).  Either  way,  you'll  see  a  change  for  the  better. 
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larger  strategy  to  link  the  brand  to 
sports  and  families. 

Marketers  call  the  result  "integrated 
marketing."  But  like  "synergy,"  another 
popular  word  in  marketing,  it's  mostly 
a  euphemism  for  efficiency.  Take  Barq's. 
"We  can't  begin  to  compete  with  the  big 
spenders  in  terms  of  building  image," 
says  Walters.  So  he  looks  for  promotions 
"with  attitude"  to  create  a  buzz,  especial- 
ly among  kids  and  teens.  After  the  Sovi- 
et Union  fell,  Barq's  bought  two  tons  of 
Soviet  buttons,  pins,  and  other  memora- 
bilia and  gave  them  away  in  a  "Soviet 
Union  Going  ( hit  of  Business"  promotion. 

That's  small  potatoes  compared  with 
McDonald's  Flintstones  program.  The  fast- 
food  chain  is  not  only  piggybacking  the 
film  but  negotiated  a  place  in  it,  as  "Roc- 
Donald's."  The  chain  views  the  movie 
role  as  image-building.  McDonald's  also 
got  a  spot  in  the  trailer,  giving  it  two 
months  to  prime  the  pump  lor  its  promo- 
tional campaign.  "We  don't  just  want  to 
do  promotions,"  says  Barrett.  "We  want 
to  be  integrated  into  the  property." 
STRANGE  TERRITORY.  Consumers  seem  to 
be  buying  in.  McDonald's  has  been  out- 
performing the  category,  according  to  re- 
searcher Technomic  Inc.  Sales  rose  7.1%, 
to  $14.2  billion,  last  year  vs.  6.6%  for  the 
fast-food  industry.  MasterCard's  shift  to  a 
promotional  strategy  stressing  rebates 
and  discounts  has  helped  it  end  a  five- 
year  share  slide  and  rebound  two  points, 
to  28.9%,  according  to  Credit  Card  News. 

MasterCard  is  turning  MasterValues 
into  a  tool  to  segment  consumer  groups. 
Beyond  its  regular  summer  and  winter 
MasterValues  promotions,  it  has  aimed 
promotions  at  business-card  holders,  col- 
lege students,  and  gold-card  customers. 
It  has  tailored  programs  to  individual 
malls,  and  it  has  also  creating  custo- 
mized programs  for  individual  banks  to 
help  them  better  target  customers. 

In  their  quest  to  beat  a  new  path  to 
consumers,  some  marketers  are  planting 
their  flag  in  strange  territory.  Offers  for 
10  or  so  minutes  of  free  long-distance 
service  from  MCI  Communications  Corp., 
for  example,  have  popped  up  in  recent 
months  on  cans  of  Crystal  Light  pow- 
dered soft  drinks,  Taster's  Choice  coffee, 
and  boxes  of  Keebler  rookies  and  crack- 
ers. Angela  0.  Dunlap,  MCI  president  for 
consumer  markets,  says  the  company 
views  the  tie-ins  as  "another  channel  for 
us  to  get  out  and  tell  people  about  MCI." 

Cookie  boxes  as  an  ad  medium  for 
phone  service?  "The  world  has  turned," 
says  adman  Fowler.  He  encourages  his 
staff  to  view  promotions  as  a  challenge 
every  bit  as  big  as  TV  ads.  And  if  that 
doesn't  work?  He  reminds  them  that  the 
more  media  they  can  communicate  in, 
the  more  secure  their  careers  will  be. 

Bij  Jonathan  Berry,  with  Lori  Bongior- 
no,  in  New  York 
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MEDICAL  TECHNOLOGY  I 


IT'S  NEW.  IT'S  IMPROVED. 
WHO  NEEDS  IT? 


Medical  tech's  credo:  Breakthroughs  had  better  be  cost-effectiv 


GE'S  ULTRASOUND. 
AS  HOSPITALS  CUT 
BACK,  MAKERS  ARE 
EMPHASIZING 
LOW-COST  LINES 


R 


obert  J.  Gallagher  remembers 
two  years  ago,  when  investors 
were  constantly  calling  his  compa- 
ny, Acuson  Corp.,  a  maker  of  ultrasound 
equipment  in  Mountain  View,  Calif.  Gal- 
lagher, the  chief  financial  officer,  would 
field  questions  from  those  seeking  big 
returns  from  fast-growing  technology 
firms.  Then,  "they  just  stopped  calling," 
he  says.  "My  phone  volume  is  down  by  a 
factor  of  10." 

The  specter  of  an  overhaul  of  the  na- 
tion's health-care  system  is  weighing 
heavily  on  the  $42  billion  medical  tech- 
nology industry.  At  Acuson,  sales  last 
year  tumbled  14%,  to  $295  million,  as 
hospitals  cut  back  purchases.  Profits 
plunged  90%.  U.  S.  Surgical  Corp.  is 
mothballing  plants,  freezing  wages,  and 
laying  off  workers  after  a  $139  million 
loss  in  1993.  And  even  giants  are  not  im- 
mune: General  Electric  Co.'s  $3.6  billion 
medical  equipment  arm  faces  a  10% 
slump  in  U.  S.  business  this  year,  ana- 
lysts say,  as  health-care  providers  slow 
purchases  of  high-priced  gear  such  as 
magnetic  resonance  imaging  (MRI)  ma- 


chines. "The  uncertainty  around  [hea 
reform]  is  hurting  the  entire  industi 
says  Frank  M.  Fischer,  CEO  of  Ventrii 
Inc.  a  $25  million  maker  of  implanta 
defibrillators  that  calm  irregularly  bf 
ing  hearts. 
FAT  MARGINS.  It  isn't  just  Bill  and  I 
lary  who  are  giving  the  industry  angi 
however.  Even  before  Washington 
tempts  reform,  the  industry  is  beil 
transformed  by  a  profound  shift  in  ta 
marketplace.  For  decades,  equipm<| 
sales  were  driven  almost  entirely  b 
technological  advances,  as  neither  supp- 
ers nor  buyers  worried  about  costs:  IrHj 
vidual  doctors  and  hospitals  blithd 
passed  those  on.  "We  were  always  h 
warded  for  introducing  whiz-bang  tej- 
nology  at  a  rapid  pace,"  says  Cynth 
Danaher,  imaging  systems  manager  t 
Hewlett-Packard  Co.  Moreover,  the  Fci 
&  Drug  Administration  seemed  willij 
to  approve  new  technologies  rapidly. 

That  model  has  collapsed  with  s> 
prising  speed.  Increasingly,  the  prima? 
buyers  of  medical  equipment  are  col- 
conscious  groups  that  buy  gear  or  di- 
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it  is  THE  ROOTS  0F  A  STRUCTURE 
THAT  CONTINUE  to  provide 

ITS  STRENGTH  AND  STABILITY. 


A  DEFINING  PHILOSOPHY.  That  is  what  judge  Samuel  Putnam  wrote  in 
1830  with  his  Prudent  Man  Rule,  thus  creating  the  guiding  principle  upon 
which  professional  money  management  rests.  And  it  is  a  philosophy  still 
maintained  today  at  Putnam  Investments.  The  opinion  stated  that  one 
should  manage  money  as  if  it  were  one's  own,  providing  clients  and  investors 
with  a  balanced  approach  to  investments,  considering  both  income  as  well  as 
protection  of  capital.  It  is  why  we  have  developed  a  demonstrated  strength  in 
both  equities  and  fixed  income,  and  across  a  broad  range  of  asset  categories. 
This  philosophy,  even  more  relevant  today,  forms  the  roots  of  our  firm.  It  is 
what  has  allowed  Putnam,  and  its  clients  and  investors,  to  grow  and  flourish. 

A  TIME-HONORED  TRADITION   IN  MONEY  MANAGEMENT 
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Compact  and  lightweight — less  than 
4.4  lbs.  The  Portegc  T3400CThas  been 
engineered  to  the  extremes  of  portability 
without  compromising  usability. 


FINALLY,  COMPUTER  SCIENCE 
EMBRACES  THE  LAWS   OF  MOTION. 


Toshiba  continues  to  drive  PCMCIA 
technology:  A  2.01  compliant  Type  II  slot 
expands  your  options  for  storage,  fax/ 
modems,  networking,  and  the  future. 
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The  new  AccuPoint™  isometric 
pointing  device  works  in  con- 
junction with  click  and  drag 
buttons  located  comfortably  beneath    |  3      |  N 
the  thumbs. 


INTRODUCING  THE  NEW  ULTRAPORTABLE  PORTEGE 


Toshiba  engineers  haven't  just  redesigned  the  portable 
computer,  they've  reinvented  it:  The  Portege  T3400 
Series.  Never  before  has  a  computer  so 

perfectly  balanced  mass  and  speed.  PORTEGE 
Now  you  can  travel  with  a  system  smaller 


color  active  matrix  or  high-contrast  backlit  monochrome 
displays.  Toshiba  designers  have  even  created  the  optional 
Port  Replicator  for  simple,  single-point 
connection  to  your  desktop  environ- 
ment. See  how  far  Toshiba  has 


than  a  notebook,  yet  graced  with  the  feel  of  a  full-size 
system.  Portege  is  driven  by  the  full  force  of  an  i486 
SX/33  processor,  and  shines  with  Toshiba's  renowned 


taken  every  aspect  of  portable  computing. 

And  think  where  it  can  take  you. 

Call  1-800-457-7777  for  the  dealer  nearest  you. 
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•  8.4"  STN  monochrome 

Both  Models 

•33MHzSL  Enhanced  i486™SX 

•  AccuPoint™  integrated 
pointing  device 

Port  replicator,  and  VGA  adapter 

•  vvmuows  i.i, 

active  matrix  display — 

display 

•  120MB  HD 

•  Integrated  BitBLT  graphics 

DOS™  6.0, 

256  color  SVGA 

•  7.9"  x  9.9"  x  1.7" 

•  4MB  RAM  (expandable  to  20MB) 

accelerator 

CommWorks™ 

•  7.9"  x  9.9"  x  1.8" 

•4.  libs. 

•  Lithium-Ion  batten- 

•  VLTocal  bus  video 

for  Windows 

LIMITED! 

•4.4  lbs. 

•  Type  II  (5mm)  PCMCIA  2.01  slot 

•  Ports:  serial,  parallel,  FDD, 

WARRANTY! 

In  Touch  with  Tomorrow 
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tate  decisions  for  hundreds  of  doctors 
and  dozens  of  hospitals.  On  the  front 
lines  are  people  like  Mary  Ann  Rich- 
ardson. As  director  of  materials  man- 
agement for  HAPSCO  Purchasing  Servic- 
es Cooperative  in  Blue  Bell,  Pa.,  she 
tries  to  ratchet  down  prices.  Recently, 
she  requested  bids  on  pacemakers  on 
behalf  of  23  hospitals.  "When  you're  pay- 
ing $6,000  for  a  pacemaker  and  you're 
looking  at  saving  30%,  that's  significant," 
she  says.  When  operating-room-materials 
manager  Jan  Graham  joined  Pottstown 
(Pa.)  Memorial  Medical  Center  in  1990, 
the  intra-ocular  replacement  lenses  used 
in  cataract  surgery  sold  for  $400  each. 
"Now,  we're  down  to  about 
$100,"  she  says. 

The  new  power  of  corpo- 
rate purchasers  is  also  alter- 
ing the  way  everything  from 
mri  machines  to  pacemakers 
are  made.  As  it  designs  new 
ultrasound  equipment,  Hew- 
lett-Packard's imaging  division 
in  Andover,  Mass.,  now  rou- 
tinely consults  with  insurers 
and  corporate  health-care  buy- 
ers on  what  they're  willing  to 
pay  for  improvements.  "We're 
asking,  'What  is  this  worth  to 
you?' "  Danaher  says.  "We  now  view  the 
payers  as  our  customers,  too." 

That  shift  has  led  some  major  players 
to  rethink  business  plans.  GE  has  been  a 
minor  competitor  in  the  ultrasound  mar- 
ket, which  is  dominated  by  companies 
such  as  Acuson.  Instead,  GE  emphasized 
higher-ticket  computerized  tomography 
(CT)  and  mri,  in  which  it  was  the  leader. 
But  as  hospitals  have  cut  back  purchas- 
es of  these  $1  million  machines,  GE  is  de- 
voting more  resources  to  lower-cost 
lines.  It  has  spent  $100  million  develop- 
ing a  $200,000  digital  ultrasound  ma- 
chine that  can  be  upgraded  for  future 
advances  in  3-D  imaging.  Manufactur- 
ers also  are  courting  new  markets.  GE 
expects  its  sales  in  Asia  to  jump  45% 
this  year,  to  $1  billion,  as  those  econo- 
mies build  a  medical  infrastructure. 
Overall,  America's  trade  surplus  in  med- 
ical products  will  surge  28%,  to  $6  bil- 
lion, by  1995,  predicts  Salomon  Brothers 
Inc.  analyst  Margo  L.  Vignola. 
ON  furlough.  Companies  that  fail  to 
adapt  do  so  at  their  peril.  Take  U.  S. 
Surgical.  The  $1  billion  Norwalk  (Conn.) 
company,  which  makes  small  instruments 
used  in  minimally  invasive  surgery,  saw 
its  sales  tumble  25%  in  the  second  quar- 
ter of  1993  and  32%  in  the  third  quarter. 
Long  dependent  on  surgeons  to  approve 
the  purchase  of  its  products,  Surgical 
was  blindsided  when  the  buying  deci- 
sion shifted  to  administrators  and  consul- 
tants, who  began  demanding  compari- 


sons with  products  from  Johnson  & 
Johnson.  That  slowed  purchases— and 
sent  Surgical's  inventories  soaring.  The 
company  has  furloughed  20%  of  its  em- 
ployees and  cut  $150  million,  or  20%, 
from  capital  expenditures. 

Cheaper  products,  lower  prices,  and 
thinner  margins  are  changing  the  finan- 
cial dynamics  of  the  industry.  "In  the 
past,  you  could  assume  from  2%  to  3% 
[annual  growth]  in  price,  3%  to  5%  in 
volume,  and  then  with  new  products, 
you  were  looking  at  a  revenue  stream 
growing  in  the  double  digits,"  recalls 
Earle  L.  Parker,  treasurer  at  C.  R.  Bard 
Inc.,  a  Murray  Hill  (N.J.)  maker  of  cath- 
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eters  for  heart  and  urological  medicine. 
"You  can't  assume  that  anymore." 

So  venture  capitalists  have  grown 
skittish.  From  1988  to  1992,  investment 
in  small  and  developing  medical  tech- 
nology companies  surged  42%,  to  $426 
million,  according  to  the  Health  Care 
Technology  Institute.  But  a  recent  sur- 
vey of  venture-capital  firms  found  that 
fewer  medical  technology  companies 
were  receiving  capital.  Falling  stock  pric- 
es were  partly  to  blame:  They  make  it 
harder  to  recoup  investments  through 


After  problems  with  breast 
implants  and  heart  valves, 
the  FDA  is  getting  stingier 
with  O.K.'s  for  new  devices 


initial  public  offerings.  But  "the  No.  1 
concern  is  the  FDA,"  which  is  taking 
longer  on  product  approvals,  says  Ca- 
sey J.  McGlynn,  a  Palo  Alto  (Calif.)  law- 
yer who  sits  on  the  boards  of  several 
medical-device  companies. 

In  fact,  in  the  wake  of  highly  publi- 
cized problems  with  heart  valves  and 
breast  implants,  the  FDA  is  approaching 
new  devices  with  greater  caution.  In 
1988,  it  took  78  days  on  average  to  get 
new  versions  of  existing  products  ap- 


proved; by  1992,  that  had  stretched 
126  days.  Similarly,  the  FDA  granted  jfl 
market  approval— the  go-ahead  to  bdn 
marketing— for  46  new  devices  in  lfl 
in  1992,  it  O.  K.'d  just  12.  Moreover,  E 
number  of  applications  dropped,  as  cm 
panies  slowed  development  in  the  facfl 
more  oversight. 

home  blood  tests.  The  long  lead  tfl 
for  new  products  means  companies  ijfii 
more  capital  to  survive,  says  Rum 
Hirsch,  a  partner  at  Mayfield  Fun<H 
Menlo  Park  (Calif.)  venture-capp 
group.  He  adds:  "We're  looking  form 
credibly  novel  new  devices."  One  re<K 
investment:  Focal  Inc.,  a  CambriH 
(Mass.)  company  that  uses  p 
degradable  polymers  to  ]■ 
vent  surgical  scarring. 

For  venture  capitalists  m 
established  companies  all 
medical  technology  that  m 
trim  or  eliminate  expense: 
hospital  stays  is  a  top  prioiH 
There's  a  growing  emphaH 
for   example,   on  so-ca|H 
point-of-care  technologies  1 1 
can  be  used  at  home  or  wlr- 
ever  health  problems  oc<r. 
Similar  in  concept  to  hcH 
pregnancy  tests  are  blood-ilk 
kits  that  detect  the  chemical  signal 
high  cholesterol  and  heart  disease.  S]  j 
tral  Diagnostics  in  Toronto  is  develop^ 
a  blood-analysis  device  as  small  a 
credit  card  that  paramedics  could 
to  determine  whether  a  patient  is  sufe 
ing  from  angina  or  a  heart  attack-1 
that  the  appropriate  drugs  can  be  p- 
ministered  immediately. 

Executives  such  as  Ventritex'  Fiscl 
believe  the  focus  on  cutting  costs  jfl 
only  increase  demand  for  high-tech  sm 
tions.  The  Ventritex  defibrillator  avcS 
the  need  for  open-chest  surgery  by  H 
lizing  veins  in  the  chest  to  place  I 
called  "leads"  on  the  patient's  heart  fl 
shortens  hospital  stays  from  more  thaS 
week  to  a  couple  of  days  and  boast  a 
97%  survival  rate  for  patients  affl 
three  years.  "We  will  do  fine  regardls 
of  the  environment  that  comes  forwai": 
says  Fischer. 

Maybe.  But  the  days  are  gone  wlat 
every  little  advance  in  technokjrf 
brought  increased  profit  to  the  indl 
try.  "Health  care  is  starting  to  look  lt> 
a  lot  of  other  industries,"  says  Carols!; 
Popper,  medical  director  for  Been 
Dickinson  &  Co.'s  diagnostic-imagi? 
business.  That  means  those  who  want  9 
prosper  will  have  to  be  nimble  comp<- 
tors  whose  products  save  money  as  w 
as  lives. 

By  Tim  Smart  in  New  Haven,  w 
Joan  O'C.  Hamilton  in  San  Francisco  tp 
Susan  Chandler  in  Chicago 
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How  to  get  more  power,  with  less  fuel. 

Perhaps  our  most  astonishing  engineering  feat  was  reserved  for  the  Millenia  S.  Powered  by  our  exclusive  Miller-I 
cycle  engine.  A  high-output,  V6  equipped  with  a  unique  Lysholm  compressor,  it  is  one  of  the  most  efficient  methods 
known  for  converting  gasoline  into  horsepower.  A  smooth  210  horsepower,  to  be  exact.  Or,  put  another  way,  up  to 
80%  more  than  is  possible  from  ordinary  engines  of  equal  size.  Which,  together  with  traction  control  for  sure  j 
acceleration,  makes  the  Millenia  S  faster  from  0  to  60  than  the  V8-powered  BMW  530i.**  Yet  the  Millenia  burns  less 
fuel  and,  therefore,  pollutes  less.1"  It's  a  win/win  proposition  you  won't  find  anywhere  else. 

How  to  feel  more  secure,  and  less  isolated. 

Our  commitment  to  safety  didn't  stop  with  dual  air  bags  deployed  by  a  new,  simpler  sensor,  crumple  zones,  anti- 
intrusion  bars  and  a  passenger  cabin  that  disperses  energy,  allowing  the  entire  frame  to  absorb  impact.  Because  while  the 
Millenia  meets  all  safety  requirements  to  the  year  1997  for  both  the  United  States  and  Europe,  the  best  way  to  survive  an 
accident  is  to  avoid  it  altogether.  That's  why  the  Millenia  comes  with  anti-lock  brakes  standard.  Traction  control  is 
optional.  Traction  is  further  enhanced  by  front-wheel  drive.  Even  the  power  adjustable  driver's  seat  took  years  to  design 
with  special  hip  and  back  contour  plates  so  that  it  would  keep  you  fresh,  relaxed  and  alert.  And  the  same  combination  of 
power  and  handling  that  makes  the  Millenia  so  exciting  to  drive  also  helps  take  some  of  the  treachery  out  of  merging  traffic 
and  twisty  roads.  Keeping  you  in  touch  with  the  road  is  even  more  reason  to  feel  secure  behind  the  wheel  of  the  Millenia. 

How  to  get  more  pleasure,  with  less  harm  to  the  planet. 

It's  a  glorious  feeling  gliding  down  the  interstate  in  your  new  Millenia  S.  Surrounded  by  leather,+t  a  power 
steering  wheel  with  memory,  remote  keyless  entry  and  alarm  system  and  a  power  tilt  and  slide  moonroof,  all  backed  by  a 
36-month/50,000-mile  warranty  and  24-hour  Emergency  Roadside  Assistance.***  But  you  don't  have  to  feel  decadent 
There's  not  a  speck  of  asbestos  anywhere.  No  CFCs  in  the  air  conditioner.  Nearly  all  plastic  parts  are  coded  for  recycling. 
And  the  new  plant  that  builds  the  Millenia  uses  state-of-the-art,  environmentally  sound  manufacturing  processes. 

So  visit  your  Mazda  Dealer  and  test-drive  the  new  Millenia.  Or  call  1-800-639-1000  for  a  free  brochure.  Once  you  dc, 
we're  confident  you'll  just  have  to  own  one.  Even  if  you  have  to  spend  a  little  less  than  you  wanted. 


It  Just  Feels  Right.8 


**25,99b  M  S  R  P.  for  Millenia  with  cloth  trim.  131,400  M.S.R.P.  for  Millenia  S  shown.  Taxes,  license,  freight,  options,  dealer  charges  extra.  Actual  prices  set  by  dealer.  **  Models  tested  with  automatic 
transmission  t  EPA  estimated  28  mpg  highway,  20  mpg  city.  1 1  Seats  upholstered  in  leather  except  for  back  side  of  front  seats,  bottom  cushion  side  panels  and  other  minor  areas.  **  "See  dealer  for 

details  on  limited  warranty  and  Roadside  Assistance  programs.  ©  1994  Mazda  Motor  of  America,  Inc. 
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ERNANCE I 


[ALES  FROM  THE 
BOARDROOM  WARS 

alPERS'  Hanson  on  his  long  fight  for  shareholders'  rights 


SURPRISING 


On  Roger  B.  Smith, 


ale  M.  Hanson  sinks  into  a  couch 
II  in  Anaheim,  Calif.'s  Hyatt  Re- 
^  gency  Hotel.  The  normally  up- 
chief  executive  of  the  $80  billion 
)rnia  Public  Employees'  Retirement 
em  is  subdued,  even  melancholy, 
than  24  hours  before,  on  May  16, 
on  had  informed  the  CalPERS  board, 
ing  here,  that  he  was  quitting.  Af- 
even  years  of  fighting  for  manage- 
accountability  and  boardroom  re- 
-not  to  mention  managing  a  fund 
1  million  beneficiaries— America's 
prominent  activist  shareholder  was 
ig  to  become  CEO  of  a  new  invest- 
company.  Now,  Hanson  starts  to 
3  what  he  saw  at  the  revolution, 
jd   revolution  it 
At  one  company 
another,  the  bal- 
of  power  shifted 
/esters  forced  the 
r  of  CEOs  or  other 
r,es.     One  tale 
s     how  rebuff 
d  into  respect.  In 
iry,    1990,  when 
)n  wrote  General 
's  Corp.'s  directors 


ORATION 


On  James  E.  Preston, 
Avon  Products: 

"He's  pure 

•n  i 

vanilla  .  .  .  very  de- 
cent, very  standup. 
His  word  was  basically 
his  bond  to  us." 


to  complain  about  its 
performance,  then-Chief 
Executive  Roger  B. 
Smith— without  consult- 
ing the  board— told  the 
fund  to  mind  its  own 
business.  That  August, 
when  Hanson  wrote 
Smith's  successor,  Rob- 
ert C.  Stempel,  requesting  a  meeting, 
General  Counsel  Harry  J.  Pearce  called 
back  asking  when.  By  November,  1992, 
when  John  F.  Smith  Jr.  replaced  the 
ousted  Stempel,  Pearce  was  inviting 
Hanson  to  visit  Smith. 

Hanson  was  in  the  thick  of  headline- 
making  battles  at  Westinghouse,  Sears, 
American  Express,  IBM, 
Advanced  Micro  Devic- 
es, and  Time  Warner, 
plus  many  more  events 
behind  the  scenes.  All 
told,  he  has  met  with 
65  CEOs  of  56  companies 
and  held  many  talks 
with  outside  directors. 

As  Hanson  tells  it, 
CalPERS'  campaign  was 
studded  with  lucky  acci- 


"He  was  able  to  talk 
and  say  nothing  to 
us,  which  was  quite 
a  talent." 


dents,  mistakes,  and  embarrassing  mo- 
ments. He  reveals  how  the  seminal  idea 
of  writing  to  gm  happened  to  come  up 
during  secret  talks  in  1989  with  Busi- 
ness Roundtable  members  at  Treetops, 
the  Champion  International  Corp.  man- 
sion in  Stamford,  Conn.,  where  Mike 
Todd  proposed  to  Elizabeth  Taylor.  He 
recounts  how  once,  as  he  escorted  Paul 
E.  Lego,  then  CEO  of  Westinghouse  Elec- 
tric Corp.,  from  CalPERS'  Sacramento 
headquarters,  they  ran  into  American 
Express  CEO  James  D.  Robinson  III  in 
the  waiting  room  (both  resigned  under 
pressure  within  months);  how  Roger 
Smith,  when  ordered  by  GM's  board  to 
meet  Hanson,  pounded  the  table  and 
blamed  the  carmaker's  problems  on  the 
Japanese,  lawyers,  and  unions;  and  how 
Texaco  Inc.  chief  James  W.  Kinnear 
phoned  him  in  Wisconsin  one  weekend 
and,  mistaking  the  voice  of  Hanson's  81- 
year-old  father  for  his,  charged  the  re- 
tired dry  cleaner  with  betrayal. 

Hanson  says,  too,  that  his  mission 
would  never  have  been  accomplished 
without  help  from  CEOs  such  as  TRW 
Inc.'s  Joseph  T.  Gorman  and,  eventually, 
Kinnear.  "We  know  he  convinced  oth- 
ers to  talk  to  us." 

At  first,  Hanson  and  CalPERS  General 
Counsel  Richard  H.  Koppes,  his  chief 
accomplice,  needed  that  help.  In  the 
1980s,  "if  you  were  not  Forstmann  Little 
or  KKR  or  Carl  Icahn, 
shareholders  were  a 
joke,"  Hanson  recalls. 
"We  would  have  never 
guessed  where  we  are 
today." 

Getting  there  brought 
out  critics.  Some  say 
CalPERS  won  its  mam- 
moth reputation  because 
of  its  size,  not  Hanson. 
Others    have  blasted 


Hanson  as  a  publicity  hound  eager  for  a 
political  career.  Still  others  nicknamed 
him  "two-dinner  Dale,"  claiming  that 
CEOs  could  buy  him  off  with  a  little 
schmoozing. 

watchdogs.  Hanson,  however,  has  no 
illusions  that  a  revolution  is  a  dinner 
party.  True,  some  CEOs  do  stonewall, 
such  as  Boise  Cascade's  John  B.  Fery.  "I 
don't  know  if  that  company  will  ever 
be  saved,"  Hanson  says.  While  Boise 
maintains  that  it's  on  track  to  profit- 
ability, based  on  price  increases  in  its 
key  paper  grades,  CalPERS  would  call 
Boise  a  work  in  progress. 

By  Hanson's  account,  CalPERS  has  let 
only  one  chief  executive  off  the  hook: 
Champion's  Andrew  C.  Sigler.  And  that, 
Hanson  says,  was  because  Sigler  has 
two  big  watchdogs  in  shareholders  Lau- 
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rence  A.  Tisch  and  Warren  E.  Buffett. 

Hanson  came  to  be  a  governance 
kingpin  by  accident.  When  he  joined 
CalPERS  in  April,  1987,  the  fund  had 
started,  willy-nilly,  to  file  resolutions 
against  poison  pills  and  for  confidential 
proxy  voting.  Hanson  didn't  plan  to  pay 
much  attention.  Koppes,  though,  had 
just  returned  from  McDonald's  Corp.'s 
annual  meeting,  where  he  fruitlessly  ad- 
vocated an  anti-poison-pill  measure  while 
management  announced  record  profits 
and  a  stock  split.  "Rich  took  me  aside, 
and  said,  'It's  not  working;  there's  no  fo- 
cus,'" Hanson  recalls. 

The  two  decided  to  concentrate  on 
poor  performers,  heeding  advice  from 
the  corporate  world— most  notably  from 
General  Mills  CEO  Bruce  Atwater  and 
New  York  attorney  Ira  M.  Millstein,  an 
adviser  to  the  Business  Roundtable. 
CalPERS  began  devising  a  system  to 
choose  a  dozen  targets  a  year. 

Meanwhile,  more  pressing  matters 
surfaced.  In  spring,  1988,  raider  Carl  C. 
Icahn  made  a  run  at  Texaco.  CEO  Kin- 
near  sought  support  from  shareholders, 
and  Hanson,  doubting  Icahn's  financing, 
agreed  to  vote  with  management.  Texa- 
co won— and  Hanson  wanted  something: 
shareholder  input  on  directors.  Nothing 
came  of  two  meetings  with  Kinnear  that 
summer  and  fall.  "It  was  clear  that  they 
took  us  to  the  dance  but  they  didn't 
want  to  take  us  home,"  Hanson  says. 

Over  Thanksgiving  weekend,  he  and 
Koppes  decided  to  file  a  resolution  seek- 
ing creation  of  a  shareholders'  advisory 
committee.  Then,  they  put  out  a  press 
release.  "We  don't  believe  in  sharehold- 
er committees,"  Hanson  confesses.  "We 
needed  to  get  their  attention."  They  did. 
That's  when  Kinnear  gave  Hanson's  fa- 
ther an  earful.  Kinnear  says  he  talked  a 
lot  with  Hanson  but  doesn't  recall  that 
incident.  In  the  end,  Texaco  agreed  to 
consult  with  shareholders  on  director 
qualifications. 

GETTING  LUCKY.  CalPERS'  next  leap  for- 
ward came  the  following  year  at  TRW. 
Without  yet  knowing 
how  to  define  poor  per- 
formance, it  filed  a  res- 
olution calling  for  a 
shareholders'  commit- 
tee and  wrote  the  com- 
pany asking  for  a  meet- 
ing. "It  was  a  screwup," 
Hanson  admits.  "TRW 
had  suffered  just  a  one- 
year  blip  in  its  airbag 
business." 

Even  so,  smiles  Han- 
son, "we  got  lucky."  Al- 
though neither  Hanson 
nor  Koppes  expected 
to  meet  with  the  CEO, 


72  BUSINESS  WEEK 


Gorman  invited  them 
to   dinner   at  TRW's 
guest  house,  near  its 
Cleveland  headquar- 
ters. The  discussion 
went  so  well  that  Han- 
son decided  to  ask  to 
meet  some  TRW  direc- 
tors. Surprisingly,  Gor- 
man didn't  hestitate.  A 
few  months  later,  when 
the  duo  went  back  to 
Ohio,  their  luck  held. 
Because  of  a  family 
emergency,  Gorman 
couldn't  attend.  But  he  told  them  to  see 
the  directors  without  him.  "That's  com- 
monplace today,  but  it  wasn't  in  1989," 
Hanson  says.  "Joe  had  real  courage." 
TRW  proved  key:  "We  learned  the  im- 


On  John  B.  Fery, 
Boise  Cascade: 


got  anything  out  of  the 
company.  .  .  I  don't 
know  if  that  company 
will  ever  be  saved." 


KOPPES:  HANSON'S  PARTNER  IN  THE  BATTLE 


On  George  M.  Fisher, 
Eastman  Kodak: 


"After  meeting  with 
Fisher,  you  walk  away 
feeling  that  your 
money  is  in  good 
hands  with  that  stock. 

You  know  he  has 
immersed  himself  in 
that  organization. " 


portance  of  meeting  with  directors.  We 
wanted  to  see  if  there  were  any  lights 
on— were  they  representing  us  and  was 
there  any  accountability." 

If  its  lesson  on  directors  started  with 
a  break,  CalPERS'  most  visible  victory 
began  with  an  offhand 
question.  Late  in  1988, 
eager  to  thwart  the  as- 
sault on  ceo  power, 
the  Business  Round- 
table's  governance  task 
force— headed  by  Sig- 
ler  and  including  At- 
water—inviced  a  few 
pension-fund  managers 
to  dinner  in  New  York. 
It  went  nowhere.  "I 
left  at  least  10  times 
for  a  smoke  because 
everyone  was  making 
speeches  and  no  one 
was  talking,"  Hanson 


recalls.  Still,  the  sail 
cast  agreed  to  two  m 
sions  at  Treetops. 

These,  too,  prodvlti 
little  substance.  Atie 
talks  in  fall,  1M( 
Koppes  asked  if  this 
was  any  compto. 
everyone  could  agjt; 
was  poorly  run,  Mr 
company  where  m 
board  was  not  doi™ 
good  job.  "GM,"  m 
CEO  piped  up— toih: 
ing  off  a  discussioiB 
what  could  be  done.  Millstein  propoM- 
that  shareholders  write  a  letter— thorn 
no  one  volunteered.  On  the  plane  hB 
to  California,  Koppes  told  Hansonje 
wanted  to  do  it.  "Sure,  go  ahead," 
son  said. 

MILESTONES.  The  dominos  soon  bejjti 
falling:  GM's  aroused  board  ordered  fjjj 
er  Smith  to  meet  with  Hanson;  it  sujlj 
quently  fired  Stempel  and  named  die- 
tor  John  G.  Smale  chairman;  Jack  Srifcl 
became  CEO;  and  this  March,  the  bcA 
issued  a  28-point  governance  credo.  'jfl 
PERS  promptly  sent  copies  of  GM's  gue* 
lines  to  the  CEOs  of  200  top  compars. 
asking  for  a  response  by  Aug.  1. 

There  were  other  milestones.  In  I 
gust,  1991,  after  CalPERS  protested 
CEO  Rand  V.  Araskog's  hefty  pay  p;k- 
age  by  seeking  votes  against  directisj:i 
Araskog  flew  to  Sacramento.  "He  saa!! 
I'm  here  because  my  board  told  mito 
get  out  here . . .  they  don't  want  nuco 
be  your  poster  boy,' "  Hanson  says.|B> 
was  clear  to  us  that  the  no  vote  id 
made  an  impression"— though  CalP^ 
got  just  1.5%,  half  of  that  its  own  stMi 

There  was  also  Avon  Products,  wire . 
CalPERS  helped  start  regular  meetm 
with  big  shareholders;  Lockheed,  well 1 
now  consults  big  shareholders  on  die-' 
tors  and  business  issues;  and  UsW 
where  one  director  admitted  that  he 
board  should  have  questioned  the  si 
purchase  of  Piedmont.  But  according 
Hanson,  the  director  said  that  back  tin, 
speaking  up  "was  equivalent  to  fllu- 
lence  in  church."  Now,  thanks  to  Hann 
and  other  activists,  more  directors  re 
asking  questions.  "Dale  has  won  gat 
respect  in  the  corporate  commun:', 
says  Atwater.  "There's  pretty  g$ 
agreement  on  these  issues." 

Hanson  now  wants  to  "instituticil- 
ize  some  of  the  gains  we've  gott£.  * 
Hence  those  200  letters.  "It's  to  gem- 
rectors  thinking  about  what  they  do  w 
why  they  do  it."  Hanson's  last  da  if 
June  30;  he  doesn't  wants  his  succeor 
to  have  to  teach  refresher  course^ 
Corporate  Governance  101. 

By  Judith  H.  Dobrzynski  in  Andf 


THE  CORPOl 


The  Client/Server  Edge 
for  EIS  and  Beyond 
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ie  SAS"  System  is  a  new  concept 
in  client/server  software.  It 
delivers  mission-critical  data  to  the 
desktops  of  every  decision  maker . . . 
and  then  lets  you  turn  data  into  mean- 
ingful information.  Your  servers  not 
only  dole  out  your  data  but  serve  up 
compute  resources  as  well.  Millions  of 
records  can  be  summarized,  and  just 
the  results  delivered  to  the  desktop. 


The  world's  leading  infor- 
mation delivery  system 
provides  easily  customized 
menus.  Decision  makers  at 
every  level  can  drill  down 
through  your  vast  informa- 
tion reservoir,  determine 
critical  success  factors, 
forecast  trends,  and  more. 
Hundreds  of  applications 
for  analyzing  data  and  for 
generating  reports  arc- 
right  at  your  fingertips. 


Parker  Equipment  &  Services 
US.  Regional  Territories 

Soloct  Rug-on  fc  View 

Sales  Activities 


The  SAS 

Enterprise  Wide  Info 


The  SAS  System's  exclusive 
MultiVendor  Architecture  "  means 
you  can  share  data  and  applications 
(or  parts  of  applications)  across 
all  your  hardware.  Applications  run 
where  it  makes  most  sense  to  run 
them . . .  allowing  you  to  maximize 
use  of  all  your  computing  resources 
while  protecting  your  existing 
applications  investment. 

Call  us  today  at  919-677-8200  for 
a  free  video,  plus  details  about  a  free 
software  evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-6"77-8123 


em 

ion  Del  ivory 


SAS  is  a  registered  trademark,  and  MultiVendor  Architecture  a  trademark  ut  s,v>  Institute  Im  Copyright  •  1993  hv  \.v>  Institute  Inc 


Winners 

The  Best  Product  Designs  of  the  Year 


Lego-like  computers.  Intuitive  CD-ROMs  for 
virtual  conferencing.  Pioneering  person- 
al digital  assistants.  Cool  tools  for  cars 
and  the  shop.  Mundane,  yet  revolu 
tionary  sheds.  Wireless  stereos.  The  U.  S 
Holocaust  Memorial  Museum. 

The  winners  of  the  1994  Industrial  Design 
Excellence  Awards  (IDEA),  juried  by  the  Indus- 
trial Designers  Society  of  America  and  sponsored 
by  BUSINESS  WEEK,  highlight  the  ongoing  strength  of 
American  industrial  design  and  point  the  way  for  the  evolu- 
tion of  product  development. 

This  year's  entries  were  full  of  new  trends:  the  growth  of 
software  design  that  offers  graphical  user  interfaces  (GUIs  or 
"gooies")  to  make  complex 
products  easier  to  use;  the 
rise  of  digital  modularity 
that  allows  buyers  to  con- 
tinually update  their  com- 
puters, rather  than  junking 
them  every  three  or  four 
years;  a  surge  in  design 
quality  for  everyday  consu- 
mer products,  from  kids' 
furniture  to  tape  measures; 
the  design  of  entirely  new 
product  categories,  from 
PDAs  to  heads-up  displays 
for  TVs;  and  the  continued 
transfer  of  defense  technolo- 
gy to  consumer  products. 
Gone  are  past  fads  such  as  magenta-colored  desktop  comput- 
ers full  of  swirling  curves. 

OPEN  SPLIT.  Gone,  too,  is  jury  consensus.  Trench  warfare 
broke  out  in  1994,  and  a  mile-wide  split  sundered  the  eight- 
person  idsa  jury.  The  long-simmering  feud  between  design 
pragmatists,  who  focus  on  functionality  and  marketability,  and 
design  aesthetes,  who  prefer  the  realm  of  form  and  intellect. 


/  9  9  \ 


spilled  over  into  the  actual  judging  procefi 
"Redneck  design"  and  "bubba  design"  wel 
epithets  thrown  at  practical  consumer  pro* 
ucts  designed  for  the  masses.  "Aesthetica 
pleasing"  and  "classical  looks"  were  terms 
served  for  products  that  looked  like  scu 
ture  or  that  got  into  the  Museum  of  Mode 
Art's  design  collection.  The  jury  battled  itself 
virtually  every  gold,  silver,  and  bronze  award* 
The  artsy  crowd  waged  a  war  against  what  th 
considered  common  products  for  people,"  says  juror  N 
Zeller,  president  of  Zelco  Industries.  "It  was  very  controv 
sial,"  adds  Zeller,  whose  own  handy  designs  include  tl 
best-selling  Itty  Bitty  Book  Light.  "Jurors  shot  down  a  lota' 

really  good  designs,  espfl 
cially  of  consumer  product: 

The  result?  Many  pro*' 
ucts  were  demoted  frcB 
golds  to  silvers  and  brow' 
es— or  to  no  award  at  all— ■ 
the  basis  of  being  too  "cof 
mercial"  and  not  aesthef  ' 
enough.   Products  embj 
zoned  with  company  logs 
and  model  names  were  esjK 
cially  bludgeoned.  Appes' 
ance  was  often  valued  i* 
more  highly  than  such  im 
tributes  as  design  for  marH 
facturability,  use  of  ine 
pensive  materials,  and  trai 
parency  of  purpose— despift 
the  efforts  of  Herb  Tyrnau{ 
professor  in  the  design  cfl 
partment  of  California  State  University  at  Long  Beach  al 
leader  of  the  pragmatist  faction.  "I  have  fought  my  whole  1; 
for  the  separation  between  artists  and  designers,"  he  sa?l 
"For  years,  designers  who  counted  themselves  as  arti.'i 


MICROSOFT'S  MICROPHONE 
PUTS  YOU  ON  SPEAKING  TERMS 
WITH  YOUR  COMPUTER 
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A  SUN-FADED  '87  RED  MUSTANG: 
AKZO'S  MACBETH  AUTOMATCH- 
(G)IC  MATCHES  THE  RIGHT  PAINT 


demeaned  the  profession  and 
made  it  vulnerable  to  being  eval- 
uated on  superficial,  personal  aes- 
thetic criteria." 

The  clash  was  most  intense  when  it 
3  to  the  shed.  Rubbermaid  Inc.  came  up  with  a  fresh 
-take  the  traditional  wood  or  metal  outdoor  product 
recast  it  in  a  material  that  doesn't  rust,  dry-rot,  or 
ter.  It  used  blow-molding,  a  sophisticated  plastic  manu- 
iring  process,  in  an  innovative  manner  and  came  up 
a  product  that  gave  consumers  real  value.  But  it  wasn't 
tly  beautiful.  "The  shed  was  as  handsome  as  a  toad," 
Tyrnauer,  "but  it  was  an  excellent  design  because  it  did 
-  a  shed  was  supposed  to  do." 

IE  of  the  shed.  Leila  Vignelli,  president  of  Vignelli  De- 
,  a  New  York  graphics  design  firm,  disagreed.  "I  felt 
lesign  was  quite  poor  as  aesthetics,"  she  says.  "The 
did  not  rust,  did  not  rot,  and  cost  little,"  she  adds. 
..  but  so  what?  It  looks  horrible.  It  was  a  good  exam- 
f  the  main  contrast  on  the  jury— between  mere  util- 
s.  illuminated  design."  Vignelli  refused  to  put  her 
:  on  a  gold  medal  for  the  shed.  "I  fought  valiantly  for 
be  a  gold,"  says  Tyrnauer.  And  lost.  In  the  end,  the 
received  a  bronze. 

e  debate  spilled  over  into  what  may  be  today's  hottest 
in  discipline:  user-interface  software.  This  isn't  just  for 
uter  programs  but  for  a 

1      6  KIN-DER-LINK  FURNITURE  FOR 

i  host  of  products  that  are  KIDS  Wlll  SOON  BE  ON  DISPlAY 
ed  with  digital  electron-    at  the  museum  of  modern  art 

)ESIGN  AWARDS 


ics— everything  from  tele- 
phones, camcorders,  tools, 
and  copiers  to  medical  equip- 
ment. The  software  that  presents  the  functions  of  these  often 
complex  products  is  becoming  a  key  way  for  manufacturers 
to  differentiate  their  machines.  In  fact,  with  so  many  prod- 
ucts at  technological  parity,  the  presentation  of  how-to-use-it 
information  is  increasingly  the  game  to  win  in  sales.  If  a 
product  doesn't  "display  itself"  immediately  and  provide  sim- 
ple, intuitive  clues  to  its  operation,  it  won't  sell. 
make-up  class.  The  lesson  also  applies  to  computer  software. 
Take  the  pair  of  bronze-winning  CD-ROMs,  one  for  Apple 
Computer  Inc.,  the  other  for  NASA.  An  Austin  graphics-design 
firm,  Human  Code,  designed  the  interactive  interface  of 
both  products.  The  Virtual  Conference  Engine  for  Apple  al- 
lows anyone  who  missed  a  two-day  conference  on  new  media 
to  "attend"  the  proceedings  later. 


Despite  the  complexity  of  the  data, 
everything  on  the  conference  disk  is 
just  one  or  two  clicks  away.  "From  a 
functional  point  of  view,  the  product 
was  really  good  because  it  had  a  one- 
layer  interface,  not  the  several  layers 
you  often  have  in  software  interfac- 
es," says  James  Shook,  industrial-de- 
sign manager  at  Tandem  Computers 
Inc.  Shook  recommended  Apple's  CD- 
ROM  for  a  gold,  but  the  "esthetics  po- 
lice" thought  it  too  "busy"  and  busted 
it  down. 

There  were  other  kinds  of  inter- 
faces that  won  awards  as  well.  The 
bronze  award  winner  Windows  Sound 
System  Microphone  by  Microsoft 
Corp.  is  an  audio  interface  that  al- 
lows a  person  to  orally  command  a 
computer  to  carry  out  tasks  current- 
ly done  with  a  keyboard  or  mouse. 
And  the  silver  award  winner  Virtual 
Vision  Inc.  Sport  200  is  a  plastic 
heads-up  display  worn  like  goggles 
that  lets  sports  fans  see  an  instant  TV 
replay  while  watching  the  game. 
LEGAL  APPROACH.  Then  there  is  the 

ultimate  winner  in  designing  complex  information  for  people: 
the  Holocaust  Memorial  Museum  in  Washington.  Making 
the  Holocaust  understandable  without  sensationalizing  or 
trivializing  it  was  a  hard  job.  The  strategy  of  Ralph  Appel- 
baum  was  to  organize  the  information  and  present  it  to  the 
viewer  as  if  building  a  legal  case.  Data  are  offered  providing 
irrefutable  proof  of  what  took  place.  The  Holocaust  Mu- 
seum Memorial  won  a  gold. 


WINNERS  FOR  1994... 

Here  are  many  of  the  top  design  firms  and 
corporations  whose  products  won  Industrial 
Design  Excellence  Awards  in  1994: 


DESIGN  FIRMS 

AWARDS 

GOLD 

SILVER  BRONZE 

TOTAL 

ZIBA  DESIGN 

1 

1  1 

3 

METAPHASE  DESIGN 

2  1 

3 

SG  HAUSER 

3 

3 

HENRY  DREYFUSS 

2 

2 

DESIGN  CENTRAL 

1 

1 

2 

FITCH 

1 

1 

2 

PARADIGM  :DESIGN 

1 

1 

2 

KMH  DESIGN 

1  1 

2 

LUNAR  DESIGN 

1  1 

2 

PALO  ALTO  DESIGN 

1  1 

2 

FROGDESIGN 

2 

2 

HUMAN  CODE 

2 

2 

STRATOS  PRODUCT 
DEVELOPMENT 

2 

2 

BURDICK  DESIGN 

2 

2 

CORPORATIONS 

MICROSOFT 

1  2 

3 

RUBBERMAID 

3 

3 

FISKARS 

1 

1 

2 

GENERAL  MOTORS 

1  1 

2 

4 
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WHO  NEEDS  MATH?  TAPE 
MATE  LETS  EVEN  ENGLISH 
MAJORS  FEEL  HANDY 

Motorola  Inc.'s  silver  award-wfc 
ning  Series  900  may  help  to  redef 
computers.  Several  award-winni| 
computer  designs  this  year  wt 
modular,  achieving  a  goal  that  cc 
puter  makers  have  talked  of 
years.  The  900  carries  it  off  in  w^ 
that  are  both  functionally  and 
thetically  pleasing.  By  doing  a 
with  miles  of  cords  and  cables 
designing  truly  snap-in  compone 
Motorola  and  Palo  Alto  Design  Gr 
Inc.  created  a  system  that  can  be 
sembled  without  even  having  to  ui 
screwdriver.  The  pieces  come  together  in  an  attractive  p 
age  that  provides  flexibility,  easy  expansion,  and  savings' 
One  of  the  great  surprises  in  this  year's  IDEA  contes 
the  increasing  strength  of  consumer-product  design.  For 
past  five  years,  computers  and  medical  equipment  ha] 
been  the  design  leaders  in  America.  Now,  it  seems,  the 
ting  edge  may  lie  passing  back  to  consumer  products.  P 
roid  Corp.'s  Vision  Date,  for  example,  won  a  gold  by  sol 
the  one  great  problem  of  instant  photograph 
what  to  do  with  the  wet  pictures.  It  stores  th$ 
in  the  camera  for  you.  And  the  SoundEffeil* 
Home  Theater  Audio  System  designed  by  Fit|i 
Inc.  for  JBL  Consumer  Products  Inc.  is  an  aui 
system  whose  components  can  lie  placed  irfl 
room  without  connecting  wires. 

The  Kin-der-link  bent-plywood  furniture  1 
kids  is  an  innovative  way  of  providing  chairs,  • 
bles,  and  benches  by  simply  linking  one  ba|i 
stool  to  form  multiple  seating.  It  assembles  a| 
stacks  easily.  Its  classic  style  and  the  fact  that  iU 
product,  by  Skools  Inc.  of  New  York,  was  |j 
cepted  into  the  permanent  collection  of  the  Mi 
seum  of  Modern  Art  in  Manhattan  no  dot 
helped  the  product  win  a  gold. 

________        In  contrast,  the  T; 

SPORTS  ALERT:  SPORT  200  | 

lets  you  watch  the  Mate  by  River  Stu<p 

GAME  AND  THE  TV  REPLAY       ill  Aspen,  Colo.,  WaM 


1 

1 
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)ba  tool"  that  won  a  bronze.  The  simple  calculator  piggy- 
is  onto  the  ubiquitous  tape  measure,  boosting  its  useful- 
it  The  Tape  Mate  calculates  surfaces  down  to  fractions  of 
juare  inch.  Measure  the  length  and  width  of  a  room, 
it  figures  out  the  wood  needed  for  a  new  floor, 
he  rev-X  bicycle  wheel  is  as  high  tech  as  you  can  get.  It's 
e  of  carbon-fiber-Kevlon  composite,  a  material  designed 
lse  in  military  aircraft  that's  not  only  lighter  and  strong- 
lan  metal  but  also  looks  terrific.  Clifford  Selbert  Design 
'ambridge,  Mass.,  did  it  for  Spinergy  Inc.  in  Wilton, 
l.  A  silver. 

iking  the  gold  in  business  and  industrial  products  was 
high-tech  Macbeth  Automatch(g)ic,  designed  by  Group 
•  Design  for  Akzo  Instruments.  It's  a  handheld  color- 
measuring  instrument  that 
electronically  determines 
the  exact  shade  of  a  car's 
color  and  automatically  se- 
ects  a  matching  paint. 
Get  a  dent  and  only  the 
spot  has  to  be  painted, 
not  the  whole  car. 

For  home  auto  mechan- 
ics and  hobbyists,  Rub- 
bermaid's  new  Auto  Work 
Center  is  a  roll-around 
III  HfT1^  tool  chest  that  won't  rust 
!>rc;iusr  ii's  made  I'mm  in- 
jection-molded polypropy- 
lene. The  bronze  winner 
looks  like  it  enjoys  getting 
dirty. 

i  PATTERN.  Perhaps  because  of  the  infighting  among 
is,  this  year's  results  showed  a  markedly  different  pat- 
from  years  past.  For  one  thing,  there  was  a  far  greater 
iion  of  design-award  winners  in  1994.  Rubbermaid  and 
isoft  received  three  each,  General  Motors  and  Fiskars 
;red  two  apiece,  and  then  there  was  a  wide  assort- 

of  companies 
I  one  gold,  sil- 
)r  bronze.  Last 

Apple  took 
awards,  Hew- 
ackard  and  NCR 
bree  each,  and 
i  companies 

two  awards 

3  same  pattern 
for  the  design 
Ziba,  Meta- 
and  SG  Haus- 
ssociates  won 
each,  followed 

ESIGN  AWAkDS 


LESS  WONDERS:  NO  NEED  TO 
i  THE  FURNITURE  WITH  JBL'S 
IDEFFECTS  AUDIO  SYSTEM 


MECHANIC'S  HELPER: 
RUBBERMAID'S  AUTO  WORK 
CENTER  WON'T  RUST 


by  11  shops  with  two  apiece.  In  1993,  Ziba  took  seven 
awards,  and  five  design  firms  won  three  each. 
far  less  gold.  Altogether,  there  were  714  entries  in  the 
IDEA  awards  in  1994,  compared  with  675  last  year.  Despite 
the  larger  number  of  submissions,  there  were  a  lot  fewer 
winners— 76,  compared  with  91.  A  number  of  jurors  said 
that  the  split  in  the  jury  made  it  difficult  to  agree  on  win- 
ners, especially  golds.  Only  18  golds  were  awarded,  compared 
with  31  in  1993,  24  silvers,  compared  with  26  last  year,  and 
34  bronzes,  the  same  as  the  previous  year.  To  be  eligible  to 
enter  the  annual  idea  contest,  American  citizens  and  design- 
ers around  the  world  who  are  idsa  members  must  have 
placed  their  designs  into  production  between  Jan.  1,  1992,  and 
Feb.  22,  1994. 

In  the  first  part  of  the  jurying,  entrants  are  graded  by  a 
designer  with  specific  expertise  in  the  field.  After  the  first 
cut,  the  jury  as  a  whole  convenes  to  discuss  the  remaining 
contestants.  This  year,  debate  and  disagreement  led  to  an  un- 
usual second  all-jury 


...AND  OVER  THE  LAST  DECADE 


Winning  year  after  year  takes  dedication  and  smarts.  These  are  the  very  best  in  recent  years: 


DESIGN  FIRMS 

1980-93* 

1994 

TOTAL  1 

J  CORPORATIONS 

1980-93- 

1994 

TOTAL 

IDEO 

27 

1 

28 

GENERAL  MOTORS 

18 

2 

20 

ZIBA  DESIGN 

20 

3 

23 

AT&T* 

20 

20 

FROGDESIGN 

18 

2 

20 

STEELCASE 

16 

17 

FITCH 

17 

2 

19 

APPLE  COMPUTER 

13 

14 

LUNAR  DESIGN 

14 

2 

16 

IBM 

14 

14 

SG  HAUSER 

10 

3 

13 

HERMAN  MILLER 

10 

11 

AMBASZ  DESIGN 

11 

11 

CHRYSLER 

9 

10 

DESIGN  CONTINUUM 

11 

11 

TEXAS  INSTRUMENTS 

8 

8 

GROUP  FOUR 

9 

1 

10 

FISHER-PRICE 

6 

7 

HENRY  DREYFUSS 

6 

2 

8 

BLACK  &  DECKER 

6 

7 

PARADIGM:  DESIGN 

5 

2 

7 

HEWLETT-PACKARD 

6 

7 

KNOLL 

7 

7 

ulUBAL  INI-UKMAIIUN  MJLUIIUItt  [rUKMtKLT  NIK) 
DATA:  INDUSTRIAL  DESIGNERS  SOCIETY  OF  AMERICA 

DIGITAL  EQUIPMENT 

7 

7 

meeting.  In  the  pro- 
cess, many  products 
were  knocked  down 
several  rungs  from 
gold  to  silver  to 
bronze. 

business  WEEK  pre- 
sents a  detailed  look 
at  10  gold,  silver,  and 
bronze  medalists  in 
the  following  pages. 
Each  has  its  own  tale 
to  tell. 

By  Bruce  Nussbaum 
in  New  York 
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THE  HORROR 
SPEAKS 
FOR  ITSELF 

U.S.  Holocaust  Memorial 
Museum 

Designer:  Ralph  Appelbaum 
Associates  Inc. 

The  Treblinka  railcar  was 
a  vexing  problem.  As 
Ralph  A]>pelbaum  designed 
the  permanent  exhibit  at  the 
U.  S.  Holocaust  Memorial 
Museum  in  Washington,  he 
planned  to  force  visi 
tors  to  walk  through 
the  type  of  railcar 
that  took  thousands 
of  people  to  the  no- 
torious Treblinka  con- 
centration  camp. 

But  a  survivor  of  the 
camps  who  sat  on  the  muse- 
um's advisory  board  balked. 
She  vowed  never  to  set  foot 
in  the  car.  To  mollify  her. 
Appelbaum  moved  a  wall  to 
offer  an  "escape"  before  the 
entrance  to  the  train.  When 


he  explained  the  change,  the 
survivor  insisted  on  calling 
it  a  bypass.  No  one  escaped 
the  railcars,  she  said. 

This  was  just  one  of  nu- 
merous emotional  minefields 
Appelbaum  had  to  navigate 
during  the  five  years  he 
spent  designing  the  three- 
story,  36,000-square-foot  ex- 
hibition, which  opened  in 
April,  1993.  His  dilemma: 
creating  an  exhibit  that 
didn't  traumatize  visitors 
but  that  adequately  con- 
veyed the  horror. 

Judges  for  the  In- 
dustrial Designers 
Society  of  America 
think  New  York's 
Ralph  Appelbaum 
Associates  Inc. 
walked  that  fine  line 
with  nary  a  misstep.  The 
exhibit  is  a  "masterpiece  of 
communication"  that  pre- 
sents the  history  of  the  Hol- 
ocaust "without  ever  trivial- 
izing, glorifying,  or  becoming 
sentimental,"  says  Leila  Vig- 
nelli,  president  of  Vignelli 
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have  the  impression  of 
in  a  black  space,"  Vig- 
says.  "You  just  see 
you  need  to  see." 
e  design  plays  heavily 
atial  and  physical  per- 
ms to  enhance  the  mes- 
Visitors  to  the  exhibit 
form  a  line,  then  are 
id  into  a  mock  indus- 
ilevator— the  first  met- 
''ca!  link  to  the  Jews, 

homosexuals,  Gypsies, 

others  who  were 
2d  to  the  camps.  Just 
b  the  elevator  door 

on  the  fourth  floor, 
lectronic  voice  of  an 

can  soldier  who  helped 


free  Buchenwald  sets  the 
tone  for  what's  to  come. 
"You  can't  imagine  it,"  he 
says.  "Things  like  that  don't 
happen."  The  door  opens  up 
to  a  floor-to-ceiling  picture 
of  what  the  Allies  saw  when 
they  entered  the  camps: 
piles  of  decaying  corpses. 

The  third  floor,  called  the 
Final  Solution,  details  the 
fate  of  the  Third  Reich's  vic- 
tims. The  floors  and  raw- 
concrete  ceilings  are  unfin- 
ished to  "evoke  what  was 
happening  to  people,"  Appel- 
baum  says. 

survival  tales.  The  second 
floor,  where  the  exhibit 
ends,  is  uplifting.  It  tells  sto- 
ries of  those  who  rescued 
targets  of  the  Nazis,  of  the 
Nuremberg  trials,  and  of 
those  who  fled  to  safety.  A 
large  color  screen  offers  oral 
histories  from  concentration- 
camp  survivors. 

The  exhibit  has  met  pub- 
lic as  well  as  critical  acclaim: 
The  1.3  million  visitors  the 
first  year  and  their  average 
three-hour  stays  exceeded 
projections.  Appelbaum's 
success  has  emboldened  oth- 
ers to  propose  museums 
about  slavery  and  about 
U.  S.  camps  for  Japanese 
Americans  during  World 
War  II— topics  that  before 
would  not  have  been  sub- 
jects for  popular  museums. 

Presenting  difficult  sub- 
ject matter  that  neither  sen- 
sationalizes nor  trivializes  is 
an  immense  design  problem. 
In  so  doing,  the  U.  S.  Holo- 
caust Memorial  Museum 
breaks  ground. 

By  Stan  Crock  in 
Washington 
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MULTIMEDIA  GUI:  SOUNDS 
GOOEY-BUT  IT'S  NEAT 

Apple  Computer's  Virtual  Conference  Engine 
Designer:  Human  Code  Inc. 

On-line  services,  the  Information  Highway,  multimedia. 
There's  a  torrent  of  digital  information  coming  our 
way.  But  without  improvements  in  the  design  of  software 
interfaces,  we  may  feel  like  we're  drowning.  Apple  Comput- 
er Inc.  recognizes  that  an  intuitive  "graphical  user  inter- 
face" (GUI,  pronounced  "gooey")  is  needed. 

Apple  had  a  neat  way  to  test  its  ideas  for  a  multimedia 
GUI:  the  text,  graphics,  audio,  and  video  from  a  two-day 
conference  it  had  sponsored  on  "new  media."  Why  not  repack- 
age the  information  on  a  CD-ROM  in  a  virtual  conference 
that  improves  upon  the  original?  It  would  allow 
people  to  skip  back  and  forth  between  sessions 


and  pore  over  background  material  at  their  ^ 
own  speed  and  with  their  own  agenda. 

At  the  heart  of  Apple's  New  Media  in  a  New 
World  CD-ROM  is  the  Virtual  Conference  Engine  tyowlfr 
software,  this  year's  winner  of  an  idea  bronze 
award.  Developed  by  Human  Code  Inc.  in  Austin,  Tex.,  it 
veers  from  traditional  GUIs  that  take  many  steps  to  navigate 
all  the  information. 

All  you  do  is  roll  the  on-screen  pointer  down  a  list  of  the 
presenters  and  the  corresponding  pictures  of  the  speakers 
change  with  the  names.  Click  once,  and  the  presentation 
begins,  with  the  main  screen  showing  graphics  and  charts 
emphasizing  the  speaker's  points.  You  can  listen  to  the 
speech  as  it  was  made  or  skip  through  the  graphics. 

Whether  it's  a  CD-ROM,  an  interactive  TV,  or  a  "smart" 
appliance,  human-interface  software  is  increasingly  critical  to 
product  usability.  Human  Code  and  Apple  showed  how  to  do 
it  right. 

By  Paul  M.  Eng  in  New  York 


YOU'RE  DOING  THE  QUARK 
GRAR  THE  EAST  COAST 
THE  PROFIT  CHART.  AND  TU 
WAIT,  DID  YOU  JUST  Dl 


Pretty  amazing.  Anywhere  else, 
you'd  need  extra  appendages  to  get  so 
much  done  so  quickly.  And  so  easi- 
ly. But  once  you  get  hold  of 
the  Microsoft  Office,  breezing 
through  a  complex  job  like  this 
is  just  plain  simple. 

Maybe  even  a  little  fun. 

For  instance,  look  at 
how  that  quarterly 
report  comes 
together. 
You  start  by 
writing  your 
basic  report  in 
Word,  our  intuitive  wor 


4 


processor.  Like  all  the  best-selling 
ns  in  the  Microsof 


Instantly.  All  thanks  to  our  exclup 


\TOtXCEL 


The  Microsoft  Office  family  of  prod- 
ucts fit  together  so  elegantly,  you'll  easily 
do  more  in  less  time.  All  by  yourself 


Office,  its  considered  by  the  experts 
to  be  the  best  of  its  kind. 

Word  helps  you  in  lots  of  ways  - 
from  plugging  in  your  choice  of 
formats  to  fixing  common  typos. 


your  progress, 
ing  everyday  functions  happens 
automatically.  And  making  the  rri! 
involved  tasks  go  swimmingly,  tc4 
You  want  that  report  of  youiijj 


LY  REPORT  AND  DECIDE  TO 
URES,  PLOG  THEM  INTO 
IT  ALL  INTO  COLOR  SLIDES 
LL  THAT  RY  YOORSELF? 


>e  backed  by  solid  data,  so  you 
k  into  our  Microsoft  Access*  data- 
e.  In  a  blink,  the  information 
need  is  front  and  center.  Any 
'  you  want  it. 

Then  you  pop  those  regional  fig- 
>  straight  into  Microsoft  Excel, 
spreadsheet  that  makes  powerful 
lysis  easy.  Here  IntelliSense  lets 
create  an  impactful  3-D  chart  in 
>uple  of  moves. 

Drag  that  chart  into  Word  and 
ve  got  one  impressive  report. 
1  changes  can  be  made  right  in 
e.  Because  one  click  brings 
all  your  spreadsheet  tools 
right  to  you. 

it  i 

ent  this  to  youF 
ner?  Great.  Slip  into  the 
erPoint"  presentation  graphics 
pam  and  get  compelling  slides 
>ur  fingertips.  Immediately. 
These  four  full-featured  pro- 
pi  is  all  work  in  the  same  consis- 
ts way,  so  you're  free  to  concen- 


trate on  developing  your 
ideas.You  don't  even  have 
to  think  about  which  pro- 
gram you're  in. 

And  all  that  built-in 


=  pie    Edit   yiew    Insert    Ffttmat    Xools    Tjhte    ffindcw  tjelp 
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intelligence  just  means 
youve  always  got  a 
helping  hand  when 
you  need  it  most. 

Our  support 
team  backs  up 
that  philosophy 
with  the  best 

assistance  you  can  get.  Fact 
is,  the  Microsoft  Office  programs 


2nd  Quarter  Report 

Encore  mows  into  the  third  quarter  with  anoth«-  impr«siw  period  of  growth  in  sales  with 
overall  revenues  at  $441,000  for  02  Although  last  year's  relatively  quiet  activity  seems  to  be 
safely  behind  us,  there  aie  several  key  issues  that  should  be  continually  scrutinized  in  order  to 
maintain  current  progress 


•  Technological  advances  tn 
keyboard  sound  production 

•  Demand  for  classic  model  guitars 

•  Cool  down  of  saxophone  sales 


Pro  fit  Ratios 

Abo ve-t he-line  returns  for  Q2  reached 
M43.000  This  represents  an  unusually 
~**«e  above  our  normal 


rgin  can  be  traced  almost  directly  ti 


Any  tool  you  need  is  a 
single  click  away.  So  creating 
rid),  compelling  documents 

(and  slides)  is  a  cinch. 


Microsoft  Office.  You'll  find 
things  you  could  never  do  before 
are  the  only  products  of  their  kind      are  easy  to  accomplish.  All  at  once, 
with  unlimited  product  support 
available  for  no  service  charge* 
Only  Microsoft  Office  pulls 
the  tools  you  need  into  such  easy 
reach.  Quickly.  Ingeniously 

Call  us  at  (800)  370-8957,  Depart- 
ment EYE  Then  we'll  send  you  our 
Office  Information  Kit. 

Or  go  by  your  nearest  computer 
store  and  get  your  hands  on  the 


Microsoft  Off  ice 


■  nghls  revived.  Microsoft  Office  Professional,  shown  here,  includes:  Microsoft  Excel.  Word.  PowerPoint.  Microsoft  Access  and  a  Mail  workstation  license  (server  and  software  must  be  acuuited  separately)  For  information  onlv:  In  the  SO 


INDUSTRIAL  STRENGTH 
-AND  LOOKS  LIKE  IT 

Black  &  Decker  PowerShot  Heavy  Duty  Staple  Gun 
Designer:  Gary  Grossman  of  Innovations  &  Development 

Sometimes,  looks  make  all  the  difference.  When  Black  & 
Decker  Corp.  marketed  a  novel  heavy-duty  staple  gun  in 
the  early  1980s,  it  won  awards  for  a  design  that  reduced 
"kickback."  But  the  tool  flubbed  in  the  marketplace.  Its  fatal 
flaws:  The  tool  looked  too  flimsy  for  serious  users,  and 
it  wasn't  easy  to  see  how  to  hold  it.  ^*lR  '*04 

Now,  R&D  has  form  and  function  right.  Its  Power-  v 
Shot  staple  gun  uses  the  same  concept— moving  the 
grip  forward  so  you  squeeze  directly  over  the  sta- 
pler's "hammer"  instead  of  at  the  back  as  conven- 
tional lever-type  staplers  do.  That  eliminates  kickback 
and  makes  it  a  breeze  to  squeeze.  And  Gary  Grossman,  a 
principal  at  Innovations  &  Development  Inc.  in  Edgewater, 
N.J.,  made  the  device  still  more  user-friendly  with  a  soft-rub- 
ber handle  and  finger  holes  that  guide  the  user  to  the  correct 
grip.  He  and  the  B&D  team  also  substituted  zinc-aluminum  al- 
loy for  plastic,  making  it  more  durable. 


I 
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Such  durability  is  crucial,  since  the  PowerShot  is  aime(| 
professionals  as  well  as  homeowners.  Its  silvery  look 
lightweight  but  sturdy  feel  appeal  as  much  to  the  full-t 
carpet  installer  as  to  the  weekend  putterer. 

The  stapler  offers  several  other  novel  touches.  A 
pies  remaining"  window  tells  you  when  it's  time  to  rel< 
And  an  easily  accessible  "staple  chamber"  makes  it  simpl 
clear  jams  and  load.  One  small  flaw:  Some  standard 
pies  come  in  rows  too  long  for  the  PowerShot,  so  us 
have  to  break  off  a  quarter-inch  or  so.  That  inconvenienc 
a  concession  to  compactness.  But  B&D  offers  its  own  branp 
staples  that  come  in  the  right  length. 

For  B&D,  another  plus  is  that  the  device  is  fal" 

■ 

/>    easy  to  manufacture.  Because  it  is  die-cast,  it  iB 
relatively  few  parts,  a  touch  of  simplicity  that™ 
peals  to  b&d's  manufacturing  folks. 
With  a  retail  price  of  $20  to  $25,  the  PowerShot 
moved  fast  in  the  $100  million-a-year  market.  Since 
launch  last  August,  the  tool  has  snared  more  than  10%  of 
market,  B&D  Product  Manager  Diane  DeOssie  says.  At  s< 
retailers,  she  says,  the  PowerShot  is  matching  sales  one 
one  with  the  industry's  leader,  the  Arrow  T-50.  Now,  th 
a  bottom-line  impact  for  design. 

By  Joseph  Weber  in  PhiladelM 
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AIN'T  SO 
JETTY,  BUT 
WORKS 

mermaid's  Small 
age  Shed 

gner:  Drew  Maple 

/en  its  designer  admits 
t's  just  a  big  plastic 
Rubbermaid's  outdoor 
hardly  has  the  obvious 
of  a  new  car  or  a  sleek 
;o.  Yet  the  shed's  suc- 
shows  how  mastering 
Tiundane  and  respond- 

0  consumer  needs  may 
lore  critical  than  flash 
ditz. 

r   Rubbermaid  Inc., 
>r  of   garbage  cans, 
n'  Savers,  and  scads  of 
plastic  containers,  out- 
storage  was  a  logical 
extension.  What 
pted  the  company  to 
;his  to  its  other  yard 
jets  was  market  re- 
h  that  revealed  people 
dissatisfied  with  their 
and  metal  sheds.  They 

1  and  rusted  and  had 
maintained.  Worst  of 

ley  could  be  a  night- 
to  assemble, 
bbermaid  found  a  plas- 
ilution,  as  it  has 
so  many  other 
hold  problems.  \ 
shed,  which 
ires  5  ft.  by 
by  4  ft.,  can  be 
lbled  in  20  min- 
iy  two  people,  says  de- 
•  Drew  Maple.  Eight 
panels  interlock  to 
the  structure.  The  as- 
3rs  have  to  hammer  in 
hinge  pins  and  screw 
lid  support.  The  shed 
!  es  virtually  no  main- 
:e  and  eventually  can 
:ycled.  It  opens  from 


r 

5 

_  _ 
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the  top  or  the  front,  with  a 
small  ramp  in  front  and  a 
place  for  a  lock  on  top.  Buy- 
ers may  drill  a  few  holes  to 
stake  the  shed  to  the 
ground  or  fasten  it  to  a  wall. 

To  simplify  assembly.  Ma- 
ple relied  on  a  key-slot  de- 
sign similar  to  that  of  the 
company's  Little  Tikes  play- 
houses and  activity 
gyms.  The  panels 
snap  together  with- 
out fasteners. 
One  of  the 
biggest  challenges 
was  to  figure  out  how 
manufacture  the  high- 
density  polyethylene  panels. 
While  other  companies  have 
blow-molded  panels  with 
higher-priced,  engineering- 
grade  resins,  few  besides 
Rubbermaid  have  done  it 
with  cheaper  commodity  res- 
ins, says  Maple.  Even  so, 
the  shed  required  new  tool- 


to 


ing  and  reengineering  at 
Rubbermaid's  Winfield 
(Kan.)  plant. 

The  Rubbermaid  team  de- 
bated several  design  trade- 
offs along  the  way.  For  ex- 
ample, they  argued  about 
whether  or  not  the  shed 
should  have  a  floor.  Most 
yard  sheds  don't  have  one, 
and  a  floor,  of  course,  would 
add  to  materials  and  cost. 
Maple  and  product  manag- 
er Brad  Cors  fought  for  a 
floor— and  won:  A  floor 
makes  for  a  cleaner  shed. 
At  the  same  time,  they  de- 
cided to  go  without  a  built-in 
shelf,  leaving  a  ledge  and 
grooves  for  one  if  the  owner 
wants  to  add  it. 

The  result:  a  product 
that's  truly  functional— but 
hardly  beautiful.  The  Indus- 
trial Design  Excellence 
Awards  jury  divided  sharply 
over  whether  this  prosaic 


box  rated  a  gold 
award.  Leila  Vig- 
nelli  of  Vignelli  As- 
sociates Ltd.,  for 
instance,  argued 
that,  practical  as 
the  shed  might  be, 
it  lacked  aesthetic- 
creativity.  Some  on 
the  jury  went  so 
far  as  to  call  it 
"bubba  design." 
The  majority, 
though,  agreed 
with  Noel  Zeller, 
president  of  Zelco 
Industries  in  Mt. 
Vernon,  N.Y.,  who 
said:  "Good  design 
is  not  just  a  pretty 
face."  Zeller 
thought  it  de- 
served a  gold 
award.  In  the  end, 
the  shed  snared  a 
bronze. 

Maple  says  that 
the  nonaesthetic  approach 
was  market-driven:  Given 
the  various  styles  of  homes 
the  shed  has  to  fit  with,  "to 
make  a  really  strong  state- 
ment would  probably  have 
negative  impact  in  the  mar- 
ketplace." 

That  hasn't  happened: 
The  shed,  priced  at  about 
$200,  has  done  better  than 
expected.  One  popular  use: 
to  store  garbage  cans.  Antic- 
ipating that,  Maple  made 
sure  there  was  enough  room 
for  two  of  Rubbermaid's  45- 
gallon  ones.  Still,  he's  sur- 
prised people  would  buy  one 
container  just  to  put  another 
in.  Yet  the  31-year-old  de- 
signer must  be  doing  some- 
thing right:  He  also  won  a 
bronze  award  this  year  for 
another  mundane  product— a 
tool  chest. 

By  Zachary  Schiller  in 
Cleveland 


U  ESIGN  AWARDS 


BUSINESS  WEEK/JUNE  6,  1994  83 


I'm 


SittinSat 


°n  H,  in  h; 


°'€f  ivhit< 

our  head  of  no  '  pusl* 

"new  products 

6"  me  everything 
working  on  for  the  ,ast  three  years  is  finished. 

I  push  it  ag 

In  walks  the  head  of  marketing  to  tell  me  we're  going 

in  all  our  new  markets  five  years  ahead  of  scheL 

'  push  it  agair 

And  again.  ! 


vbody»antseverythingdoneinstantly  Whichi^hy  for  30  years  Shelved 

y**l  *e  w  helped companies from  Dun  &  Bradstreethl 


a  m 


«  Connecticut  Life  find  new  ways  of  using  information  to  speed  up  turnaround.  Call  (800)  566-9337,  ext.  1070. 
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A  COMPLEX  X-RAY  SCANNER 
THAT'S  SIMPLICITY  ITSELF 

Vidar  VXR-12  X-Ray  Film  Digitizer 
Designer:  Paradigm  :design 

ospitals  are  tough  on  equipment.  Fast-moving  gurneys 
can  ding  anything  in  their  paths.  And  hard-pressed 
technicians  have  little  patience  for  gear  that  isn't  easy  to  run. 
As  cost  pressures  mount,  no  one  in  a  hospital  can  spend  time 
reading  100-page  operating  manuals  for  complex  equipment. 

So  the  folks  at  Paradigm :design  in  Philadelphia  had  quite 
a  challenge  in  fashioning  a  new  X-ray  digitizer,  a  scanner 
that  converts  X-ray  pictures  into  computer  imag- 
s        >c A     es  that  can  be  transmitted  to  specialists  in  oth- 
%   er  cities.  They  wanted  a  product  that  could  sit 
3   out  of  harm's  way  on  a  counter  and  be  virtual- 


^|  ly  self-explanatory  in  its  use.  The  result:  the  Vi- 

Toi^  darVXR-12. 

Rival  products  require  a  technician  to  feed  the  X- 
ray  film  horizontally,  as  with  a  photocopier.  That  makes  for 
slow  processing  and  machines  that  take  up  lots  of  space.  But 
in  the  VXR-12,  the  film  slides  down  vertically,  reducing  fric- 
tion and  speeding  up  the  process.  Industrial  Design  Excel- 
lence Awards  juror  Seth  Banks  of  GE  Medical  Systems  calls 
this  digitizer  "as  intuitive  to  use  as  it  is  pleasing  to  see." 
With  space  at  such  a  premium  in  hospital  radiology  labs, 


compactness  was  a  major  requirement  for  manufacturer  Vi- 
dar Systems  Corp.  in  Herndon,  Va.  The  VXR-12  takes  up 
about  half  the  space  of  conventional  units.  And  at  36  pounds, 
it  can  be  moved  easily.  Vidar  has  packed  it  with  electronics 
to  link  up  with  most  host  computers.  What's  more,  the  dig- 
itizer sells  for  about  $16,000,  at  least  $4,000  less  than  rival 
models.  That  makes  for  the  kind  of  picture  that's  pretty  to 
the  eye  of  the  toughest  hospital  cost-cutters. 

By  Joseph  Weber  in  Philadelphia 


BEHIND  THE 

FRIENDLY 

GRIN 

1994  Dodge  Neon 

Designer:  Thomas  C.  Gale 
of  Chrysler  and  team 

The  Neon  almost  didn't 
get  its  smiley-face  front 
end.  The  team  of  Chrysler 
Corp.  designers,  engineers, 
and  marketers  that  created 
the  friendly  looking  subcom- 
pact  initially  chose  a  more 


conservative  appearaie, 
with  ho-hum  rectangip 
headlamps.  But  in  a  Septa- 
ber,  1991,  meeting,  foripr 
Chairman  Lee  A.  Iacaa 
urged  the  team  to  mak  a 
switch  to  the  oval  laipi 
that  had  been  such  a  hitp 
a  Neon  prototype  that  M 
shown  in  January  of  tW 
year  at  Detroit's  annual  ;W 
show.  Iacocca  got  his  \ 
which  is  why  a  white 
now  grins  "Hi"  from  ad^n 
magazines  and  newspap<3- 
The  Neon  team  did  apt 


A*- 
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e  than  that,  however.  It 
hed  a  three-decade  De- 
.  tradition  of  simply  seal- 
down  large  sedans  when 
gning  small  ones.  Led 
head  Chrysler  de- 
fer Thomas   C.  ^v**'0"*'/, 
3,  they  created 
orty  shape  with 
Aide.  "It  is  more 
msical  and  more 

than  the  Saturn, 
i£h  is  designed  as  a  small- 
edan,"  says  Tom  Matano, 

azda  stylist  and  design 
rd  judge.  "Its  face,  its 


roomier  interior,  its  basic 
shape  all  make  it  a  fun  little 
car." 

During    the    car's  42- 
month   gestation  period, 
members  of  the  Neon 
team  sought  a  pre- 
carious balance  be- 
tween keeping  costs 
in  line  and  building 
a  car  with  the  looks 
and  features  buyers 
want.  For  instance,  they 
went  all-out  on  safety,  mak- 
ing dual  air  bags  standard. 
But  they  cut  corners  by  es- 


chewing exterior  body 
moldings  and  forming  most 
bumpers  from  colored  plas- 
tic rather  than  painting 
them. 

The  Neon  took  a  silver 
idea  award,  beating  out  the 
Chevrolet  Camaro,  which 
won  a  bronze.  Strangely, 
Ford  didn't  enter  its  wildly 
successful  Mustang  into  the 
contest. 

Consumers  certainly  seem 
smitten  with  the  Neon.  So 
far,  Chrysler  has  179,000  or- 
ders for  the  little  four-door, 


which  is  priced  from  $8,975 
to  $13,000- well  below  most 
of  its  comparably  equipped 
competitors.  That's  30,000 
cars  more  than  the  company 
will  be  able  to  build  this 
year.  And  that's  before  two 
new  versions  hit  the  show- 
rooms this  fall:  an  even  low- 
er-priced coupe  and  a  sport 
model  with  stiffer  suspen- 
sion and  a  more  powerful 
engine.  No  wonder  the  lit- 
tle car  is  smiling. 

By  David  Woodruff  in 
Detroit 
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INSTANT  PHOTOS  THAT 
DON'T  COME  SPITTING  OUT 

Polaroid  Captiva  Date  Plus 
Designer:  Henry  Dreyfuss  Associates 

A few  years  back,  market  researchers  at  Polaroid  Corp. 
secretly  videotaped  tourists  using  its  instant  cameras 
at  Walt  Disney  World.  What  they  discovered  was  both  hilar- 
ious and  troubling:  As  the  cameras  spit  out  print  after  print, 
the  hapless  tourists  struggled  to  find  places  to  put  them.  One 
man  clamped  several  still-developing  prints  in  his  teeth.  An- 
other put  them  on  top  of  his  backpack,  only  to  have  the 
wind  blow  them  away.  ^s^1"  flioo 

Thus  was  born  one  of  the  key  features  of  Po- 
laroid's new  Captiva,  the  first  instant  camera  that 
stores  its  own  pictures.  After  the  shutter  clicks, 
the  exposed  print  turns  180  degrees  inside  the  Capti- 
va and  winds  up  in  a  windowed  storage  compartment  at 
the  back.  That  neat  trick  is  one  reason  why  Captiva  has  been 
a  winner  for  Polaroid  since  it  was  introduced— in  Europe 
(as  the  Vision)  in  1992  and  in  the  U.  S.  last  year. 

In  designing  the  Captiva,  Polaroid  executives  started  from 
this  assumption:  Previous  Polaroid  models  were  too  bulky 
and  complex  for  some  customers.  An  untapped  segment  of 


the  public,  they  were  convinced,  wanted  a  smaller,  simplerj 
stant  camera— and  would  accept  a  smaller  picture  size 
trade-off.  A  secondary  aim  was  to  make  a  camera  tj 
would  mimic  the  look  and  features  of  the  trim,  35mm,  po| 
and-shoot  cameras  that  dominate  the  market. 

Given  that  mandate,  designers  at  Polaroid  set  to  wj 
with  Henry  Dreyfuss  Associates,  a  New  York  industrial-j 
sign  firm.  Figuring  out  how  to  include  the  self-storage  feat 
without  compromising  reliability  or  adding  too  much  to 
camera's  bulk  was  one  big  challenge.  The  prints  had  to 
U-turn  without  creasing  and  without  breaking  the  podj 
each  print  that  contains  the  instant-developing  chemicals! 
To  achieve  the  compact  size  and  look  they  wanted,  the 


CO  co 


signers  decided  to  make  Captiva  a  folding  camera.  ] 
that  presented  a  new  challenge:  The  camera's  ; 
j,    gle-lens-reflex  design  requires  near-perfect  ali 
ment  between  the  lens  and  viewfinder.  So  the  fold 
mechanism  needed  to  be  foolproof  enough  to  click  i 
precise  position  every  time.  The  designers  deck 
that  the  camera's  protective  front  cover  should  sw 
around  and  click  into  place  as  one  leg  of  a  triangular  br; 
for  the  lens  assembly.  "It  was  this  folding  configuration  t 
drove  the  design,"  says  John  H.  Betts,  who  led  the  des 
team  at  Dreyfuss. 

Captiva  also  sports  a  few  other  innovations  for  Polaroid, 
eluding  a  patented  focusing  system  that  uses  a  nearly  in1 

ible  pre-flash  to  locate 


til 
k 


subject,  rather  than 
sonar  system  of  earl 
Polaroids  or  the  infrai 
of  most  35mm  mode. 
And  the  Date  Plus  mod] 
which  won  the  ID\ 
award,  mimics  popu| 
features  of  35mm  can- 
ras,  such  as  stamping  ts 
date  on  photos. 

The  Captiva  does  haj}; 
drawbacks.   Its  pictii? 
quality  suffers  in  comp^ 
ison  to  earlier  Polaroid 
and  its  shrunken  pictte 
size,  which  measures  i 
in.  by  2%  in.,  is  40%  sm;^ 
er  than  the  Polaroid  Spf  i 
tra's  and  just  a  quart' 
the  size  of  the  prints  nc 
used  by  35mm  developee 
But  so  far,  the  1  milli 
people  who  have  boug 
the  sleek,  black  came 
don't  seem  to  mind. 

By  Mark  Maremont 
Cambridge,  Mass. 
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EWTON'S 
'ERRARI' 
FFECT 

vton 

ssagePad  100 

signer:  Apple  Computer 
ign  team 

A#hen  Apple  Computer 

Wf  Inc.'s  Newton  Mes- 
ePad  came  out  last  Au- 
t,  Garry  Trudeau  poked 
at  it  in  Doonesbury.  And 
market  dumped  on  the 
vton's  iffy  usefulness  and 
$600  price  tag. 
Jut  even  the  harshest  crit- 
laid  off  Newton's  design, 
las  subtly  curved  lines,  a 
1,  deep  color,  and  a  tail- 
d  feel.  And  for  that,  New- 
is  finally  getting  some 
pect.  Says  idea  judge 
les  M.  Shook:  "Newton 
ke  new  ground. ...  It 
k  the  computer  off  the 
k  and  put  it  into  your 
id."  As  for  the  criti- 
ns,  Shook  pays  that  no 
id.  "When  the  Macin- 
l  first  came  out,  some 
pie  laughed,"  he  says, 
turned  out  to  be  a 
ing  success." 
Cven  if  Newton,  a 
rsonal  digital  assistant" 
t  is  part  communicator 
1  part  computer,  never 
tches  the  Mac's  commer- 
appeal,  it  has  set  a  stan- 
d  for  how  such  a  truly 
sonal  computer  should 
k  and  feel.  It  has  what 
pie  Design  Director  Rob- 
Brunner  calls  "the  Ferra- 
effect— sleek  sculpt- 


that  says 
formance.  £ 
n   the   fall   of  | 
1,  the  six-person  B 
ign  team  was  giv- 
only  eight  weeks  to 


high  v\**us% 


come  up  with  the 
Newton's  design.  They  need- 
ed to  create  something  en- 
tirely new,  the  company's 
first  handheld  product.  They 
did  not  want  it  to  resemble 
a  personal  computer,  but  a 
notepad— hence  no  key- 
board and  a  vertical 
%  rather  than  horizon- 
=  tal  design.  At  the 
^  same  time,  they 
needed  to  retain  de- 
sign elements  that  buy- 


ers associate  with  Ap- 
ple—rounded edges,  complex 
surfaces,  and  an  emphasis 
on  symmetry  and  icons. 

John  Sculley,  then  Apple's 
CEO,  loved  the  first  Newton 
on  sight.  But  when  he  tried 
to  slip  it  into  his  pocket,  it 
wouldn't  fit.  He  ordered  the 
team  back  to  the  drawing 
boards.  "That,"  Brunner 
says,  "was  panic  No.  1." 


They  had 
to  lose  four  mil- 
limeters—no prob- 
lem, except  the  com- 
ponents couldn't  get 
any  smaller.  So  they 
shaved  a  bit  from  the 
sides  and  went  back  to 
Sculley.  No  go.  "We 
couldn't  figure  it  out," 
Brunner  says.  "It  fit  in  our 
pockets.  We  were  so  frus- 
trated, we  considered  sneak- 
ing in  and  snipping  his  pock- 
et seams."  Instead  they  gave 
up  some  curves  and  shaved 
a  little  off  the  stylus  holder. 
Voild.  Sculley  was  happy. 

Now  all  Newton  needs  is 
to  make  more  customers 
happy. 

By  Kathy  Rebello  in  Cu- 
pertino, Calif. 
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CREATING 
A  'DESK 
SCULPTURE' 

Hewlett-Packard 
Flat-Panel  Dis,.; 

Designer:  Ziha  D  sign 

Next  to  a  standard, 
boxy  comput  t  moni- 
tor, Hewlett-Packa  I  Co.'s 
flat-panel  display  loo,  s  slim, 


sleek,  and  elegant.  With  a 
screen  smaller  than  the  typ- 
ical display,  it  has  far  crisper 
resolution  and  emits  no  radi- 
ation. It's  one-quarter  the 
size  and  weight  of  a  cath- 
ode-ray tube  (CRT)  monitor 
of  similar  resolution.  The 
back,  with  rows  of  air-vent 
dots,  is  as  attractive  as  the 
front.  When  it  comes  to  aes- 
thetics, this  one  takes  the 
prize— gold. 


But  its  simplicity  is  de- 
ceptive.    The  monitor's 
smooth,   curved'  contours 
were  devilishly  difficult  to 
design.  And  many  tough  de- 
cisions were  made  before 
the  product  took  shape. 
Back  in  September,  1992, 
Hewlett-Packard's  worksta- 
tion group  decided  to  em- 
phasize its  commitment  to 
leading-edge  technology  by 
developing  a  stand-alone 
desktop  monitor  using  the 
latest  high-resolution  flat- 
panel  displays. 

But  that's  all  they 
knew.  They  hadn't 
picked  a  screen  suppli- 
er, chosen  a  size,  de- 
cided on  a  fan,  or  de- 
termined whether  or 
not  to  offer  height- 
adjustment,  tilt,  or 
swivel.  For  help, 
hp  turned  to  Ziba 
Design  Inc.  in 
Portland,  Ore. 
Ziba  flooded  it  with  doz- 
ens of  concept  draw- 
ings, showing  many 
options.  Using  the  i 
drawings  as  a  s 
guide,  HP  first  made  * 
the  key  technical  de- 
cision: to  use  a  midsize 
screen  from  Sharp  and  to 
use  cooling  vents  to  avoid 
a  loud,  energy-gobbling 
fan.  For  simplicity,  it  also 
decided  to  forgo  a  height  ad- 
justment, aiming  for  a  single 
height  that  would  suit  most 
users.  As  for  the  ubiquitous 
computer  swivel,  HP  had  an- 
other, simpler  answer:  just 
slide  it  around.  Designing  a 
screen  so  thin  and  light  that 
the  monitor  can  simply  slide 
around  to  face  different  di- 
rections not  only  saved  on 
cost  but  also  reduced  the 
footprint. 

When  the  project  shifted 


into  high  gear  in  Janu 
1993,  Ziba  moved  into  a  f: 
prototyping  mode,  geneij 
ing  a  continually  evolving  e- 
ries  of  product  iteration 
First,  it  sent  drawings!} 
HP.  HP  then  narrowed  dol 
the  choices.  Ziba  made  th 
into  styrofoam  models, 
then  picked  the  two  it  li. 
best.  Ziba  made  model; 
those  in  harder,  uretha 
foam  and  incorporated  m 
details.  "This  funneling 
proach  helps  the  client 
fine  what  it  is  they  wai 
says  Ziba's  president,  S 
rab  Vossoughi. 

Then,  the  detailed  des 
began,  using  concurrent 
gineering:  Tom  Searby, 
HP  product-design  engin 
in  Fort  Collins,  Co 
worked  on  the  sheet  m 
and  plastic,  while  Zib 
Henry  Chin  and  Jan  Hipf 
in  Portland  refined  the  k 
and  feel  of  the  product 
ing  as  a  team,  the  gro 
completed  the  task 

three  months, 
s       Because  of 

0 

=  high  price— at  m< 
I   than  $10,000, 

three  times  as  exp 
sive  as  top-of-the-1 
CRT  monitors— the  prodi 
needed  to  exude  quality.  I 
also  wanted  it  to  take  up's 
little  desk  space  as  possifc': 
Its  stand,  which  contains  ) 
electronic  parts,  occupy 
less  than  half  a  square  fo. 

Ziba's  Vossoughi  belie\| 
his  goal  was  to  create* 
"desk  sculpture"  that  wod 
look  good  from  every  ang. 
Judging  by  the  awards  U 
product  has  won  in  Gem- 
ny  in  addition  to  the  IDI, 
that's  just  what  the  tea 
did. 

By  Dori  Jones  Yang  i 
Portland,  Ore. 
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HIS  MINI  NEEDS  NO 
ORDS,  CABLES,  OR  CLOSET 

torola  Series  900 
rigner:  Palo  Alto  Design  Group 

|  picture  the  typical  minicomputer,  the  one  that  runs  a  net- 
work of  dozens  of  terminals  or  desktop  computers.  It's 
lerally  a  big  metal  box  with  racks  of  printed  circuit  cards 
1  disk  drives  and  a  rat's  nest  of  cords  and  cables.  If  you 
1't  visualize  one,  it's  because  more  often  than  not, 
minicomputer  is  stashed  away  in  a  closet  some-  v\^usr*/^ 
ere. 

reason  to  hide  this  one.  For  its  new  Series  900  I 
iputer  systems,  Motorola  Inc.  has  come  up  with  a  ' 
idsome  stack  of  plastic  modules  whose  gently 
nded  fronts  and  wide,  flat  base  offer  a  solid,  durable 
k.  The  International  Designers  Society  of  America  Award 
y  calls  it  architectural:  It  looks  more  like  a  building  than 
omputer. 

3ut  this  silver  medalist  is  one  entry  that  didn't  win  for  its 

>d  looks.  "Think  of  it  as  the  ultimate  Lego  set,"  says 

nes  M.  Shook, 

ustrial  design 

nager  at  Tan- 

n  Computers 

.,  who  judged 

business  and  in- 

strial  products 

egory.  "This 
I  iduct  is  leading 
j  way  toward  the 

dularization  of 

lputers." 
i  Motorola's  Tempe 

■iz.)  computer 

up  isn't  the  first 

tiufacturer  to  fig- 

s  out  that  cus- 


tomers would  prefer  a  modular  computer  that  can  be  expand- 
ed as  their  businesses  grow  or  that  a  series  of  standardized 
modules  can  reduce  manufacturing  and  inventory  costs.  Few 
companies,  however,  have  come  up  with  such  a  simple  and  el- 
egant way  of  putting  all  the  various  pieces  together.  Every- 
thing in  the  Series  900  snaps  easily  into  place,  and  up  to  five 
modules  can  be  stacked  to  construct  a  single,  integrated 
computer. 

Buyers  can  build  a  simple  computer,  and,  if  they  need 
more  power  or  more  memory,  new  modules  can  be  added  to 
put  together  a  fully  loaded  system  that  is  capable  of  sup- 
porting a  network  of  hundreds  of  desktops. 

Motorola  turned  to  Palo  Alto  Design  Group  Inc.  for 
|    help.  That  consultancy,  which  has  devised  personal- 
=    computer  enclosures  for  Dell  and  CompUSA,  came  up 
'    with  a  scheme  that  gets  rid  of  all  of  the  cables  that 
usually  clutter  a  computer.  Disk  and  tape  drives, 
for  example,  come  in  plastic  trays  that  slide  into  the 
chassis  and  click  into  place.  And  each  module  has  a  connec- 
tor across  the  top  and  bottom  so  that,  when  they  are 
stacked,  all  of  the  electrical  connections  are  completed 
automatically. 

The  new  design  solves  other  problems,  too.  Nearly  90%  of 

the  failures  in  Mo- 
torola's computers 
were  due  to  loose 
cables  and  screws 
and  missing  or  in- 
correctly installed 
small  parts.  With 
the  new  modular 
design,  the  compa- 
ny is  confident 
enough  to  offer  a 
five-year  warranty, 
the  longest  in  the 
business. 

By  Larry  Arm- 
strong in  Los 
Angeles 
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1994  IDEA  WINNERS 


ESS  & 
PRODUCTS 


GOLD 

Automatch(g)ic  Group  Four  Design, 
Avon,  Conn.,  for  Macbeth,  Newburgh, 
N.Y. 

Flat  Panel  Display  ZIBA  Design,  Port- 
land, Ore.,  and  Hewlett-Packard,  Fort 
Collins,  Colo.,  for  Hewlett-Packard 
Newton  Message  Pad  100  Apple  Com- 
puter, Cupertino,  Calif.,  for  Apple 
Computer 

PE  3000  Series  Pallet  Truck  Crown  De- 
sign &  Engineering,  New  Bremen,  Ohio, 
Fitch,  Columbus,  Ohio,  and  Design  Cen- 
tra], Columbus,  Ohio,  for  Crown  Equip- 
ment, New  Bremen,  Ohio 

SILVER 

Joule  Drive  ZIBA  Design,  Portland,  Ore., 
and  LaCie,  Beaverton,  Ore.,  for  LaCie 
Modular  Enclosure  for  VHF/HDTV 
Transmitter  Gad  Shaanan  Design,  Mon- 
treal, Quebec,  for  Larcan  Communica- 
tions Equipment,  Mississauga,  Ont. 
Series  900  Palo  Alto  Design  Group,  Palo 
Alto,  Calif.,  and  Motorola  Computer 
Group,  Tempe,  Ariz.,  for  Motorola 
Summa  Chrome  Imaging  System  Design 
Edge,  Austin,  and  Summagraphics, 
Austin  for  Summagraphics 

BRONZE 

ATM  Surround  IDEO  Product  Develop- 
ment, Palo  Alto,  Calif.,  and  Gensler  & 
Associates,  San  Francisco,  for  Wells 
Fargo  Bank,  San  Francisco 
BallPoint™  Mouse  2.0  Microsoft,  Red- 
mond, Wash.;  Stratos  Product  Develop- 
ment, Seattle,  Wash.;  Metaphase  Design 
Group,  St.  Louis;  and  Joyce  Institute, 
Seattle,  Wash.,  for  Microsoft 
BlackCurrant  Computer  Peripherals  SC. 
Hauser  Associates,  Calabasas,  Calif.,  for 
BlackCurrant  Technologies,  Costa  Mesa, 
Calif. 

Pyramid  MESHine  Palo  Alto  Design 
Group,  Palo  Alto,  Calif.,  and  Pyramid 
Technology,  San  Jose,  Calif.,  for  Pyra- 
mid Technology 

Sealed  Lever  Latch  Southco,  Con- 

cordville,  Pa.,  and  Paradigm:design, 

Philadelphia,  for  Southco 

Sound  System  Microphone  Microsoft, 

Redmond.  Wash.,  and  Stratos  Product 

Development,  Seattle,  Wash.,  for 

Microsoft 


Hi   1  in  HUM 

GOLD 

Kin-der-Link™  Skools,  New  York,  N.Y., 
Autumn  House,  Granite  Falls,  N.C.,  and 
Marshall  Group,  New  Bern,  N.C.,  for 
Skools 

PowerShot™  Staple  Gun  Innovations  & 
Development,  Edgewater,  N.J.;  Work- 
Tools,  Chatsworth,  Calif.;  and  Black 
&  Decker.  Towson,  Md.  for  Black  & 
Decker 

Rotary  Cutter  Fiskars,  Madison,  Wis. 
The  Raynes  Rail  Coco  Raynes  Associ- 
ates, Boston;  New  England  Plastics, 
Woburn,  Mass.;  and  Milgo  Bufkin, 
Brooklyn,  N.Y.,  for  Massachusetts 

OO  ftl  KINF^  WFFkVII  IMF  A  IOO/1 


Eye  &  Ear  Infirmary,  Boston 
Vision  Date  Plus  Henry  Dreyfuss  Asso- 
ciates, New  York,  N.Y.,  and  Polaroid, 
Cambridge,  Mass.  for  Polaroid 

SILVER 

Excel-Revere  Cookware  ECC0  Design, 
New  York,  N.Y.,  and  Corning,  Corning, 
N.Y.,  for  Corning 

M6100  Digital  Cellular  Phone  May- 
ercheck  Design,  Irvine,  Calif.;  Coast 
Product  Development,  Brea,  Calif.;  and 
Hughes  Network  Systems,  San  Diego, 
for  Hughes  Network  Systems 
Rabbet  Cutter  KMH  Design,  Ceresco, 
Mich.,  for  Beowulf,  Ceresco,  Mich. 
rev-X  Spinergy,  Wilton,  Conn.,  and  Clif- 
ford Selbert  Design,  Cambridge,  Mass. 
for  Spinergy 

Slim  Design  Projection  Television  Re- 
ceiver Thomson  Consumer  Electronics, 
Indianapolis 

Sport  200  Virtual  Vision,  Redmond, 
Wash. 

Zoom-Off18  Quick-Release  Gloves  Sports- 
Mitt  International,  Berkeley,  Calif.,  for 
Bollinger  Industries,  Irving,  Tex.,  and 
Expressline,  Dexter,  Mich. 

BRONZE 

Action  Packer®Work  Centers  Rubber- 
maid Specialty  Products,  Wooster,  Ohio; 
KMH  Design,  Battle  Creek,  Mich.;  and 
Waterloo  Industries,  Waterloo,  Iowa,  for 
Rubbermaid,  Wooster,  Ohio 
Alnamar  Pill  Dispenser  ZIBA  Design, 
Portland,  Ore.,  for  Alnamar,  Beaverton, 
Ore. 

CD12  Compact  Disc  Carrycase  Booty 
Design  Associates,  Chicago,  for  Outer 
Circle  Products,  Chicago 
Exersaucer™  Exercise  and  Entertain- 
ment Center  Meeker  R&D,  Hiram,  Ohio, 
for  Evenflo  Juvenile  Furniture,  Piqua, 
Ohio 

Fishing  Tackle  Boxes  Design  Central, 
Columbus,  Ohio,  and  Rubbermaid, 
Wooster,  Ohio,  for  Rubbermaid  Special- 
ty Products,  Wooster,  Ohio 
Liquid  Paper  Dryline  Dispenser  Herbst 
LaZar  Bell,  Chicago,  for  Gillette/Paper- 
mate,  Boston 

Play  'N  Fold™  Soccer  and  Hockey  To- 
day's Kids*,  Dallas 
Pocketshop  Design  Axis,  Columbus, 
Ohio,  GARE  Engineering  Enterprises, 
Roebuck,  S.C.  and  Giro  Sport  Design, 
Soquel,  Calif.,  for  Giro  Sport  Design 
Reno  frogdesign,  Menlo  Park,  Calif.,  for 
Media  Vision,  Fremont,  Calif. 
Rotary  Paper  Trimmer  Fiskars,  Madi- 
son, Wis. 

SoundEffects  Home  Theater  Audio  Sys- 
tem Fitch,  Boston,  for  JBL  Consumer 
Products,  Woodbury,  N.Y. 
Step  Lock  Gate  Fisher-Price,  East  Auro- 
ra, N.Y. 

Storage  Shed  Rubbermaid  Specialty 
Products,  Wooster,  Ohio,  for  Rubber- 
maid, Wooster,  Ohio 
Super  Crown  Cymbal  Holder  SG  Hauser 
Associates,  Calabasas,  Calif.,  and  Cym- 
bal Crown,  San  Antonio,  for  Cymbal 
Crown 

Tape  Mate  River  Studio,  Aspen,  Colo., 
for  Digitool,  Aspen,  Colo. 
Wevox  Stationary  Products  frogdesign, 
Menlo  Park,  Calif,  for  Shachihata  Indus- 
trial, Nagoya,  Japan 


GOLD 

Backpack  Personal  Cooling  System  Carl- 
son Technology,  Livonia,  Mich.,  for  U.S. 
Army  Natick  Research,  Development  & 
Engineering  Center,  Natick,  Mass. 
The  Measure  of  Man  and  Woman  Henry 
Dreyfuss  Associates,  New  York,  N.Y. 
Transgenerational  Design:  Products  for 
an  Aging  Population  James  J.  Pirkl  De- 
sign, Placitas,  N.M.,  and  Van  Nostrand 
Reinhold,  New  York,  N.Y.,  for  Van  Nos- 
trand Reinhold 

SILVER 

BallPoint  Mouse  2.0  Research  Metaphase 
Design  Group,  St.  Louis,  and  Penn 
State  University,  State  College,  Pa.,  for 
Microsoft,  Redmond,  Wash. 
CHOICES  Ergonomic  Task  Chair  Re- 
search Metaphase  Design  Group,  St. 
Louis,  for  Steelcase  Seating  Business 
Unit,  Caledonia,  Mich. 
Walkabout  Anderson  Design  Associates, 
Plainville,  Conn. 


GOLD 

United  States  Holocaust  Memorial  Muse- 
um Ralph  Appelbaum  Associates,  New 
York,  N.Y..  and  Time  Warner,  New 
York,  N.Y.,  for  U.S.  Holocaust  Memorial 
Museum,  Washington,  D.C. 
Wieland  Furniture  Exhibit  Kane  Design, 
San  Francisco,  for  Wieland  Furniture, 
Grabill,  Ind. 

SILVER 

House  in  Maine  Peter  Forbes  &  Associ- 
ates, Boston,  for  Natalie  0.  Miller 

BRONZE 

The  Philips  Competence  Centre  Burdick 
Group,  San  Francisco,  for  Philips  Corpo- 
rate Design,  Aspen,  Colo. 


GOLD 

Zephyr™  Hammock  Gary  Wolf  Archi- 
tects, Boston,  and  Heliotrope,  Provi- 
dence, for  Heliotrope 

BRONZE 

Aero  Table  The  Burdick  Group,  San 
Francisco,  for  CASAS,  Barcelona,  Spain 
Home  Office  Furniture  Collection 

Thomas  J.  Newhouse  Design,  Grand 
Rapids,  Mich.,  and  das  Designs,  Hol- 
land. Mich.,  for  Herman  Miller,  Zeeland, 
Mich. 

In-Touch  II  Product  Line  SG  Hauser  As- 
sociates, Calabasas,  Calif.,  for  Interbath, 
City  of  Industry,  Calif. 


MEDICAL  &  SCIENTIFIC  PRODUCTS 


GOLD 

Tranquility  MP-r  Machen  Montague/ 
bolt,  Charlotte,  N.C.,  and  Healthdyne 
Technologies,  Marietta,  Ga.,  for  Health- 
dyne  Technologies 

VXR-12  Film  Digitizer  Paradigm:design, 
Philadelphia,  and  Vidar  Systems,  Hern- 
don,  Va.,  for  Vidar  Systems 


SILVER 

Integral  Workstation  Product  Gene 
Cambridge,  Mass.,  and  PerSeptive 
Biosystems,  Cambridge,  Mass.,  for 
PerSeptive  Biosystems 
QUAD-PLUS  Knee  Board  Designfc 
Scottsdale,  Ariz.,  for  Advance  The: 
Systems,  Peoria,  Ariz. 
Series  20,000  Legacy  Patton  Desigi 
Irvine,  Calif.,  for  Alcon  Surgical,  Ii 
Calif. 

VersaPulse  Select  Surgical  Laser  L 

Design,  Palo  Alto,  Calif.,  and  Cohe: 
Santa  Clara,  Calif.,  for  Coherent 

BRONZE 

CheckMate  Plus"  Blood  Glucose  M( 
ing  System  Worrell  Design,  Minnes 
for  Cascade  Medical,  Minneapolis 
Fluorlmager  575  Lunar  Design,  Pa! 
Alto,  Calif.,  and  Molecular  Dynamil 
Sunnyvale,  Calif.,  for  Molecular 
Dynamics 


PACKAGING  &  GRAPHICS 


BRONZE 

Medical  Fluid  Tray  Conceptual  Des: 
Industries,  Irvine,  Calif.;  Baxter  Hi 
care,  Glendale,  Calif.;  and  Creative 
Forming,  Ripon,  Wis.,  for  Baxter 
Healthcare-Hyland  Div.,  Glendale, 
Q-Pack™  Queens  Group,  Long  Islat 
City,  N.Y.,  and  Paul  D.  Miller  Desi 
New  York,  N.Y.,  for  Queens  Group 
The  Marsbook  Human  Code,  Austin 
and  Design  Edge,  Austin,  for  NASA 
Flight  Crew  Support  Div.,  Houston 
Virtual  Conference  Engine  Human 
Austin,  for  Apple  Computer,  Cupei 
Calif. 


GOLD 

U-Prog  Mobile  Workstation  Mark 
Nichols  of  Cleveland  Institute  of  . 
Cleveland 
SILVER 

Centaur  Angelika  Schubert  and  Ma 
Todd  Belle  of  Art  Center  College  oi 
sign,  Pasadena,  Calif.,  for  NACCO  Mq 
als  Handling  Group 
Portable  Hand  Control  LC-1  Bryan  1 
ters  of  Auburn  University,  Auburn,! 
Universal  Drinking  Fountain  Jason 
and  William  Cheung  of  sunt  at  Bufl 
Buffalo,  N.Y. 
BRONZE 

Re'nop  Jar  Opener  Bryan  Lump  of  I 
waukee  Institute  of  Art  and  Design1 
Milwaukee,  Wis. 


SILVER 

Neon  Chrysler,  Highland  Park,  Micl 
Oshkosh  "A"  Series  Side  Loading 
Refuse/Recycling  Vehicle  Renquist 
Associates/Layton  School  of  the  Art 
Racine,  Wis.,  for  Oshkosh  Truck, 
Oshkosh,  Wis. 


BRONZE 

1993  Chevrolet  Camaro  GM  Design  C- 
ter.  Warren,  Mich.,  for  Chevrolet  M 
Div.,  Warren,  Mich. 
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<ORD  TAURUS 

AMERICA'S 
IEST-SELLING  CAR. 
AGAIN.* 


within.  Then,  behind  the  wheel 
you'll  notice  that  the  driver- 
oriented  instrumentation  and 
articulated  bucket  seats  are 
designed  so  your  attention  stays 
on  the  road. 

EYE-OPENING  PERFORMANCE. 

This  220-horsepower  eye- 
opener  will  turn  your  commute 
into  the  ideal  way  to  enjoy  speed- 
sensitive  variable-assist  steering 
and  the  newly  refined  four-wheel 
sport-tuned  suspension.  And  since 
the  power  of  SHO's  24-valve 
DOHC  engine  is  balanced  by  a 


tern  and  dual  air  bags?*  you'll  be 
able  to  concentrate  on  a  world- 
class  driving  experience. 

Isn't  it  time  to  awaken  the 
performance  driver  within?  Ford 
Taurus  SHO.  Your  commute 
will  never  be  the  same. 


'Based  on  1993  CY  manufacturers  reported  retail  deliveries 
•Always  wear  your  safety  belt 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


CHINA 


The  contrast  is  stark.  Chinese  authorities  continue  their  crackdou 
on  dissenting  voices  and  put  security  forces  on  alert  in  Tiananmi 
Square.  At  the  same  time,  in  the  grimy  central  city  of  Wuhan.* 
professor  is  bringing  a  new  concept  to  China's  heartland:  the  rule  of  la 
Armed  with  a  Yale  Law  School  degree  and  a  team  of  young  associates,  W 
Exiang  runs  China's  first  public-interest  legal  center.  From  his  bustling  off 
es,  Wan  takes  on  government  officials— including  members  of  the  muc 
feared  national  police,  the  Public  Security  Bureau  (PSB)— who  have  long  ridd 


roughshod  over  individual  rights. 

Increasingly,  Wan  is  winning.  In  one  recent  case,  his  Center 
for  the  Protection  of  the  Rights  of  Disadvantaged  Citizens 
came  to  the  defense  of  an  entrepreneur  from  Hangzhou  who 
left  his  job  as  a  technician  at  a  state-backed  company  to 
start  his  own  business.  Accusing  the  man  of  taking  company 
patents,  police  put  him  in  detention,  ransacked  his  home, 
and  confiscated  all  his  belongings.  After  a 
plea  from  the  man's  wife,  Wan  dispatched 
two  lawyers  to  represent  him.  They 
won— and  got  the  PSB  to  pay  damages  of 
500  yuan— the  equivalent  of  six  weeks' 
salary.  Altogether,  the  center,  which  is 
funded  in  part  by  the  Ford  Foundation, 
has  received  1,600  requests  for  help. 

As  the  June  4  anniversary  of  the  1989 
Tiananmen  massacre  approaches,  Presi- 
dent Clinton  is  poised  to  make  the  political- 
ly costly  decision  to  renew  China's  most-fa- 
vored-nation trading  status  (page  102).  He 
is  doing  so  even  though  China  has  been 
cracking  down  hard  on  its  most  vocal  dissi- 
dents. It  has  re-arrested  Wei  Jingsheng,  a 
leader  of  the  "Democracy  Wall"  movement 
of  the  late  1970s.  Beijing  has  imprisoned 
many  other  political  activists  and  has 
rounded  up  religious  and  labor  leaders. 


THE  OPEN  DOOR 
★ 

Economic  reform  and  years  of 
double-digit  growth  have 
begun  to  transform  China's 
political  and  social  life,  loosening 
Beijing's  iron  grip  on  the 
country's  1.2  billion  citizens. 
As  a  result,  the  glimmerings  of  a 
freer  society  have  become 
visible,  despite  attempts  by  the 
Communist  Party  leadership  to 
repress  political  dissent. 


But  no  matter  what  an  increasingly  jittery  leaders 
does  to  repress  and  control,  a  quiet  revolution  is  tak 
place.  Across  the  Middle  Kingdom,  the  glimmerings  o 
freer  society  can  be  seen  in  the  actions  of  Chinese  such 
Professor  Wan.  China's  contact  with  the  U.  S.  and  the  resij 
the  world  is  helping  make  that  happen.  Although  Clinton's 
cision  was  in  part  based  on  pure  commercial  reasons,  it  d 
reflect  a  growing  view  among  expe 
that  the  annual  debate  about  hun 
rights  in  China  has  been  overtaken 
deeper,  grassroots  change  in  the  wor 
most  populous  nation. 

An  explosion  of  information  techm 
gy,  for  example,  has  allowed  the  (i- 
nese  to  link  up  to  the  world  with  s 
machines,  telephone  lines,  satellite  dii 
es,  and  personal  computers.  Thanks  c 
market-oriented  reforms,  millions  of  O 
nese  can  now  decide  where  to  work  a" 
live  instead  of  being  told.  A  growing: 
cal  media,  aligning  with  regional  povr 
brokers,  is  spotlighting  tension  betwtn 
provincial  authorities  and  Beijing.  A 
workers  and  peasants  are  becoming  me 
vocal  about  protesting  corruption,  II 
offs,  and  taxes. 

Two  or  three  years  ago,  signs  of  p 
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pie  circumventing  or  undermining  totalitarian  rule  could  be 
dismissed  as  anomalies.  But  no  longer.  Just  as  China's  econom- 
ic boom  has  brought  increased  prosperity  to  millions,  so  too 
is  life  for  ordinary  Chinese  becoming  easier  and  freer. 
"There  has  been  a  substantial  evolution— economic,  social, 
and  political— that  makes  the  state  less  intrusive  in  people's 
lives,"  says  Kenneth  G.  Lieberthal,  a  China  expert  at 
the  University  of 
Michigan. 

Indeed,  the  cen- 
tral judgment  that 
Deng  Xiaoping  made 
15  years  ago  now  ap- 
pears to  be  proving 
faulty.  Deng  reckoned 
that  by  opening  the 
door   to  the  outside 
world,  China  could  absorb  for 
eign  investment,  trade,  and  techno 
ogy  while  spurning  the  cultural  and  po 
litical  influences,  or  "bourgeois  liberali 
zation,"  that  would  challenge  Communist  Par 
ty  rule. 

But  years  of  double-digit  economic  growth 
are  transforming  Chinese  society  itself,  loosening 
Beijing's  control  over  1.2  billion  people.  In  Guang- 
dong, workers  angered  by  dangerous  factory  condi- 
tions have  formed  more  than  800  illegal  trade  un- 
ions. In  Beijing,  live  talk  shows  allow  radio 
listeners  to  discuss  once-taboo  subjects,  from 
urban  pollution  to  extramarital  affairs.  In  a 
Shanghai  factory,  the  subject  at  mandatory 
Communist  Party  meetings  is  bonuses,  not 
politics.  And  in  coastal  cities  and  interior 
villages,  attendance  at  underground  church- 
es is  soaring.  Virtually  no  one  accepts  the 
ideology  called  communism  anymore. 
SHIFTING  SANDS.  Many  of  these  grassroots  chang 
es  have  frightened  the  Communist  Party  lead- 
ership, which  is  already  rattled  by  Deng's 
deteriorating  health  and  an  inevitable  pow- 
er struggle.  Yet  the  earth  continues  to  shift 
under  the  leadership's  feet.  Beijing  must  en- 
courage growth  to  stay  in  power,  but  that 
only  increases  the  potential  for  greater  indi- 
vidual freedom.  Only  a  few  years  ago,  the 
government  could  dictate  where  citizens  lived 
and  worked,  when  they  married,  and 
when  they  could  have  a  child.  But  to- 
day, a  rising  middle  class  is  quietly  chal- 
lenging centralized  control.  "Change  is 
happening  from  the  bottom  up,  regardless 
of  what  happens  with  the  Communist 
Party,"  says  David  S.  Goodman,  a  fellow 
at  Murdoch  University's  Asia  Research 
Center  in  Perth,  Australia. 

That  doesn't  mean  China's  transition 
to  the  post-Deng  era  will  be  smooth.  The 
party  still  maintains  its  monopoly  on  pow- 
er. Moreover,  the  state  controls  the  me- 
dia and  arrests  whomever  it  wants.  In  Ti- 
bet and  Xinjiang,  ethnic  minorities  face 
severe  repression.  Meanwhile,  the  tu- 
multuous move  to  a  market  economy  has 
created  a  political  and  social  powder  keg. 
The  economy  grew  12.7%  in  the  first 
quarter,  barely  cooling  off  from  its  13% 
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LABOR  UNIONS 
★ 

Beijing's  stance:  Worried  about 
worker  unrest,  the  government  has 
arrested  or  deported  prominent 
labor  leaders.  Products  from  prison 
factories  continue  to  make  their 
way  to  the  U.S. 

UNDERLYING  CHANGE:  As  illegal 

unions  grow,  strikes  are  spreading 
in  state  factories.  Angered  by  cor- 
ruption, city  dwellers  and  peasants 
are  staging  demonstrations. 


pace  in  each  of  the  past  two  years.  Inflation  is  24.6%  in  W 
big  cities,  and  corruption  among  officials  is  widespread,  n 
1989,  that  combination  led  to  large  antigovernment  demonstH 
tions.  If  similar  unrest  breaks  out  after  the  death  of  89-yejti' 
old  Deng,  the  leadership  may  once  again  call  in  the  troopiH 
As  the  years  after  Tiananmen  have  shown,  however,  jfi 
People's  Liberation  Army  isn't  interested  in  turning  back  je 
clock.  It's  making  too  much  money  in  I 
lucrative  businesses,  ranging  from  toys*! 
tourism.  Likewise,  the  party  can  be  coifl 
ed  on  to  beat  back  outright  challenges^ 
its  rule,  but  its  members  are  also  makjij 
money  in  China's  rush  to  get  rich. 
new  suits.  Where  once  the  party  and  cn 
tral  government  could  dictate  just  abdfi 
anything,  now  they  must  compete  for  povjr; 
with  provinces,  cities,  giant  quasipublic  corpo^ 
tions,  and  even  workers  and  peasants.  As  a  result,  G- 
na  continues  to  evolve  away  from  the  totalitarM 
model  of  the  Maoist  era  and  the  authoritarian  k 
gime  of  the  Deng  era.  "The  system  is  losingp 
central  control,"  says  M.  Scot  Tanner,  an  j-. 
pert  on  Chinese  politics  at  Western  Michia|-' 
University.  He  argues  that  China  is  gradual 
>ecoming  a  "soft  authoritarian"  regime  like  1- 
wan  or  South  Korea  in  the  early  1980s. 
An  unlikely  arena  for  this  clash  of  interestss 
the  nation's  rudimentary  legal  system.  As  in  vm 
han,  a  new  set  of  laws  and  property  rights? 
evolving  throughout  China.  In  a  country  wh<fl 
the  rule  of  law  has  long  been  subordinated 
guanxi,  or  personal  connections,  the 
nese  have  started  to  turn  to  the  ji 
cial  system  to  resolve  business 
personal  disputes. 

Chinese  citizens  are  suing  almt 
everyone— from  local  enterprise 
to  the  police.  For  instant- 
Zheng  Chengsi,  a  slend 
bespectacled  professor 
Beijing,    brought  si 
against  two  of  his  torn 
students  last  year  after 
covering  they  had  plagir 
ized    more    than  60,CJ 
words  from  his  work  on- 
all  things— intellectual-prch 
erty  rights.  Zheng's  lah 
yers  filed  the  case  in  Beijing's  East 
trict  court  last  year.  The  defendais 
tried,  in  vain,  to  persuade  Zheng  to  si 
tie.  But  he  insisted  he  didn't  want  dai-i 
ages.  "My  rights  were  violated,"  he  sal 
"I  wanted  these  things  to  be  publishe' 
In  August,  Zheng  got  his  wish:  Tp 
judge  ordered  the  defendants  to  publii 
details  of  the  case  in  nationally  circulatl 
newspapers. 

Like  Zheng,  most  Chinese  plainfci] 
are  involved  in  disputes  with  other  chj 
ians.  But  some  citizens  are  challengii 
government  officials  in  court.  In  19ii 
Liu  Benyuan,  an  entrepreneur  in  Sichui 
province,  sued  local  cadres  who  tried ' 
take  away  his  mineral-water  bottli 
plant.  They  were  upset  because  Liu  i 
fused  to  pay  them  off.  Besides  his  h 
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plant,  they  also  closed  his  chemical 
printing  factories.  Liu  fought  back. 
February,  a  court  ruled  in  his  favor, 
g  him  back  his  businesses, 
lina's  legal  system  is  ill  prepared  to 
ie  the  growing  clamor  for  justice, 
laims  multiply,  the  number  of  law- 
is  expected  to  quadruple,  to  about 
>00,  by  the  year  2000.  Many  citizens 
nue  to  distrust  the  system's  impar- 
H  since  local  officials  often  treat 
ts  as  arms  of  their  governments, 
when  the  courts  do  act  indepen- 
ly,  they  often  have  great  difficulty 
•ring  their  judgments.  That  led  edi- 
of  the  official  Legal  Daily  newspaper 
lay  23  to  issue  a  daring  call  for  an 
)endent  judiciary.  "The  idea  of  eco- 
c  rights  is  spilling  over  into  other 
s  such  as  individual  rights,"  says 
na  Kolenda,  a  Beijing-based  lawyer 
the  New  York  law  firm  Paul,  Weiss, 
ind,  Wharton  &  Garrison.  "It  has 


•ced  a  consciousness." 
iung  cauldron.  The  demand  for  more  rights  is  moving 
nd  individual  lawsuits  and  sparking  organized,  large- 
protests.  Two  groups  recently  staged  sit-down  strikes  in 
|  of  the  Shanghai  municipal  building,  protesting  govern- 
i  secrecy  and  consumer  ripoffs.  The  unrest  has  also 
id  to  the  countryside,  where  75%  of  China's  population 
.  Last  year,  about  4,000  Guangdong  villagers  conducted  a 
)nstration  on  a  main  thoroughfare.  They  were  upset  that 
cadres  had  sold  off  prime  farmland  to  Hong  Kong  real  es- 
developers. 

ore  worrisome  to  Beijing,  unrest  is  spreading  in  factories, 
•e  workers  increasingly  are  organizing.  That  has  spooked 
government,  adding  to  worries  that  dissidents  and  intel- 
lals  are  reaching  out  to  disgruntled  workers.  But  as 
(-owned  enterprises  lay  off  employees,  workers  through- 


THE  LEGAL  SYSTEM 
★ 

beijing'S  stance:  The  government 
continues  to  arrest  whomever  it 
wants.  Party  officials  influence 
court  proceedings,  and  judges 
often  have  difficulties  enforcing 
their  rulings. 

underlying  change:  The  Chinese 
are  increasingly  turning  to  the 
judicial  system  to  resolve  business 
and  personal  disputes.  Individuals 
are  suing  government  officials. 
Critics  have  begun  openly  calling 
for  a  judiciary  that  is  free  of 
government  influence. 


out  China  are  going  on  strike.  In  March, 
there  were  270  strikes  in  Liaoning, 
Shaanxi,  and  Sichuan  provinces,  several 
lasting  as  long  as  40  days  and  involving 
10,000  workers.  In  Tianjin  last  fall,  laid-off 
workers  marched  on  a  state-run  factory, 
carrying  signs  asking:  "How  can  we  feed 
our  children?"  Says  Trini  Leung,  Chinese 
labor  expert  at  the  University  of  Hong 
Kong:  "Labor  unrest  is  bubbling  very 
hot,  and  the  authorities  are  worried." 

Like  peasants  in  the  countryside,  ur- 
ban Chinese  workers  are  furious  about 
the  rampant  corruption  and  lawlessness 
among  some  well  placed  officials.  One 
day  last  fall,  a  Shanghai  bus  driver  found 
his  way  blocked  by  parked  limousines  in 
front  of  a  karaoke  bar  frequented  by  gov- 
ernment and  Communist  Party  officials. 
When  the  bus  driver  told  the  chauffeurs 
to  move,  a  group  of  men  fatally  beat 
him.  Shanghai's  bus  drivers  responded 
with  a  wildcat  strike,  refusing  for  sever- 
al days  to  drive  on  the  busy  route. 
The  state  hopes  to  prevent  an  explosion  of  labor  unrest  by 
encouraging  laid-off  workers  to  find  jobs  in  the  growing  pri- 
vate and  quasipublic  sectors.  But  the  unrest  is  not  limited  to 
the  public  sector.  Workers  at  foreign  joint  ventures  run  by 
Taiwanese,  Hong  Kong,  and  other  foreign  investors  have 
struck  to  protest  abysmal  working  conditions.  In  Fujian  prov- 
ince, where  Taiwanese  companies  employ  more  than  400,000 
people,  workers  often  spend  16  hours  a  day  on  the  job  without 
overtime  pay.  Migrant  workers  in  Guangdong  joint  ventures 
typically  make  $35  a  month,  less  than  half  of  what  local  resi- 
dents make  for  the  same  work.  Last  fall,  149  workers  died  in 
fires  at  two  factories  run  by  investors  from  Hong  Kong  and 
Taiwan. 

Even  with  its  many  problems,  the  private  sector's  growth 
has  made  it  much  harder  for  Big  Brother  to  keep  tabs  on  each 
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citizen.  Economic  reform  has  vastly  increased  mobility  for  or- 
dinary Chinese.  That  has  undercut  the  dang  an,  or  personal 
dossier,  system.  The  dang  an,  which  includes  an  employee's 
family  background,  political  leanings,  and  class  status,  once 
was  used  by  officials  to  retain  workers,  limit  promotions,  and 
even  ruin  careers.  But  now,  Chinese  are  going  into  business 
for  themselves,  while  foreign  corporations  don't  care  about 
such  dossiers. 

With  the  declining  importance  of  the  dossier,  the  party's 
stifling  presence  in  the  workplace  has  been  drastically  re- 
duced. Party  bosses  are  no  longer  the  decision-makers.  And 
the  political  meetings  that  were  once  mandatory  are  no  long- 
er held  at  wholly  owned  foreign  ventures  or  at  many  joint 
ventures.  Even  at  state  enterprises,  less  time  is  spent 
mouthing  Marxist  mantras.  At  China  Textile  Machine 
Co.  in  Shanghai,  political  meetings  have  been  parec 
from  an  hour  a  week  to  20  minutes.  "The  emp- 
ty talk  is  gone,"  says  Zheng  Bohua,  the 
company's  deputy  general 
manager.  "Now  we  discuss 
production." 

U.S.  companies,  although 
anxious  to  defend  their  com- 
mercial interests  in  China,  ar- 
gue that  they,  too,  are  chang- 
ing the  thought  processes  of 
Chinese  workers.  Learning 
how  to  make  individual  deci- 
sions does  leave  a  deep  im- 
print.  And   working   for  a 
Western     company  almost 
automatically  means  a  higher 
standard  of  living,  with  better 
pay  and  benefits.  "If  I  were 
asked  to  go  back  to  a  state 
enterprise,  that  would  be  hard 
to  deal  with,"  says  Ren  Shou- 
qin,  54,  vice-president  at  China 
Hewlett-Packard  Co.  in  Bei- 
jing. HP  sent  him  to  the  Mon- 
terey Institute  of  International 
Studies  for  an  MBA. 
SOAPS  AND  CNN.  At  Ill's  headquarters 
in  Beijing,  well-heeled  young  women 
and  men  work  at  computer  terminals, 
watch  educational  videos,  send  electron- 
ic mail,  and  read  foreign  magazines.  In 
the  Beijing  area,  100,000  to  200,000  Chi- 
nese citizens  work  for  foreign  companies 
in  offices  that  increasingly  resemble  the 
home  office.  Cai  Ping,  a  23-year-old  man- 
ager in  HP's  personnel  department,  regu- 
larly communicates  with  HP  staffers  in 
Hong  Kong  and  Palo  Alto,  Calif.  "It's  as 
if  we're  in  the  same  building,"  she  says. 
"Right  now,  I'm  in  touch  with  the  trends 
of  the  world." 

It's  not  just  elite  workers  at  foreign 
multinational  corporations  who  are  in 
touch  with  the  rest  of  the  world.  In 
Guangdong,  millions  of  people  get  their 
news  from  two  Hong  Kong  television 
stations.  With  a  satellite  dish,  moreover, 
they  can  get  up  to  18  other  stations. 
Despite  a  ban  on  such  dishes,  they  are 
common  fixtures  in  the  Guangdong  urban 


FOREIGN  INFLUENCE 


Beijing's  stance:  Deng  reckoned 
the  Chinese  could  absorb  foreign 
investment  and  technology  while 
spurning  the  cultural  and  political 
influences  that  would  challenge 
Communist  rule. 


landscape.  Millions  of  Chinese  who  under- 


UNDERLYING  CHANGE:  As  Beijing 

encourages  more  economic  growth 
and  more  contact  with  the  outside 
world,  its  citizens  are  demanding 
more  rights. 


stand  English  will  soon  be  able  to  watch  Cable  News  Netw 
Of  course,  the  state-controlled  media  remain  on  a  t: 
leash,  and  authorities  still  strike  out  at  individual  journal 
who  hit  too-sensitive  nerves.  In  April,  Xi  Yang,  a  reporter 
a  Hong  Kong  newspaper  who  had  written  about  plans  fot 
interest-rate  increase,  was  sentenced  to  12  years  in  prison 
allegedly  "stealing  state  financial  secrets." 

But  commercial  imperatives  are  creating  the  potential 
more  reliable  news.  TV  stations  in  wealthy  coastal  cities  I 
stepped  up  coverage  of  social  and  economic  news.  A  rec 
protest  in  Shanghai  was  covered  by  one  government 
tion,  despite  efforts  by  city  officials  to  black  it  out.  Mos 
the  time,  stations  stick  to  more  popular  fare  to  lure  a  bn 
er  audience— and  advertisers.  Taiwanese  soap  operas 
now  common,  as  are  news  stories  about  prostitu 
and  corruption. 

talk  radio.  At  the  same  time  that  1 
overnments  are  opening  commercial! 

stations  and  newspapers,  p; 
organs  are  on  the  decline 
circulation  of  People's  D 
dropped  from  2.3  millio 
1992  to  1.65  million  last  y 
With  the  government  cut 
back  on  press  subsidies, 
fight  is  on  for  advertising 
lars  and  for  circulation 
Some  papers  have  responj 
by  printing  fewer  polit 
screeds   and   more  allur 
tales  of  sex  and  violence,  mi 
Economic  change  has  i  Btl 
boldened  the  business  pr<  ton 
As  millions  of  Chinese  h  a 
become  stockholders  for 
first  time,  the  business  piwri 
has  become  more  aggress  jol 
in  shaking  up  China's  cor  silj 
rations  and  shining  a  light  & 
corruption.  An  increasingly  «• 
fluential  business  paper  is 
Shanghai  Securities  News.  '. 
japer  warns  of  stock  market  shens  \i 
gans  and  covers  civil  lawsuits  involv 
companies.  A  few  weeks  ago,  the  pa 
ran  the  first  word  of  a  lawsuit  b 
widow  who  sued  a  securities  firm  ai 
her  husband  committed  suicide,  im  ■ 
claims  the  firm  forced  him  to  engage!:,, 
illegal  insider  trading.  "This  paper  re; 
tells  us  the  truth,"  says  one  investor 
Radio  is  also  slowly  moving  aw 
from  the  party  line.  Talk  radio  about 
in  the  large  cities,  where  people's  fr 
trations  and  desires  anonymously  s 
out  over  the  airwaves.  On  Guangdc 
radio,  callers  regularly  criticize  the  g 
ernment,  sounding  off  on  everyth 
from  police  brutality  to  trade  policy, 
one  recent  evening,  crime  is  the  big  c 
rem.  as  listeners  complain  about  r 
beries  on  buses,  highways,  and 


streets. 

American  talk  radio  it's  not.  But  t 
profusion  of  media  outlets  has  create 
forum  for  the  country's  various  pov 
groups  to  fight  their  battles.  In  the  p; 
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owerful  Propaganda  Ministry  could 
igenize  the  country's  newspapers, 
as  the  decentralized  economy  has 
,  more  power  to  regional  chieftains, 
us  factions  are  vying  for  control, 
conservatives  and  reformers  wield- 
ontrol  of  media  outlets,  China  has 
>ne  official  press  but  several.  Peo- 
Daily,  controlled  by  the  conserva- 
,  therefore  reports  on  strikes  and 
unrest  to  demonstrate  the  dangers 
licies  advocated  by  reformers  such 
rice-Premier  Zhu  Rongji,  while 
ghai  papers  report  on  successful 
ms. 

en  though  China's  media  can  hardly 
died  free,  the  emergence  of  diver- 
voices  means  the  center's  ability  to 
ol  people's  minds  has  vanished.  The 
values  upon  which  communism  was 
led  are  shifting.  Since  so  few  Chi- 
believe  in  its  ideology,  the  Commu- 
3arty's  leaders  have  no  option  but  to 

ahead  with  economic  modernization— even  as  it  unleash- 
ial  changes.  To  justify  its  existence,  the  party  has  to  de- 
prosperity,  not  class  struggle.  These  pressures  can  only 
it  as  more  Chinese  accumulate  wealth. 
door  is  open."  To  contain  the  damage,  Beijing's  leaders 
adopted  a  strategy  of  strategic  retreats.  By  pulling  back 
tain  areas,  the  leaders  hope  they  can  limit  popular  unrest 
riumph  in  the  end.  But  it's  unlikely  that  1.2  billion  Chi- 
will  be  content  with  just  the  beginnings  of  a  legal  sys- 
a  freer  press,  and  a  trade-union  movement.  Having  won 

gains  in  the  past  few  years,  they  are  pressing  for  more, 
ced  with  these  demands,  the  Communist  Party  will  be 
onted  with  tough  choices.  It  can  lash  out,  as  it  did  in 

Or  it  can  begin  to  transform  itself,  as  did  autocratic  par- 
n  Taiwan  and  South  Korea.  A  violent  crackdown  would 


MEDIA  &  TECHNOLOGY 
★ 

Beijing's  stance:  The  leadership 
has  launched  a  harsh  crackdown 
on  press  freedom,  jailing  dozens  of 
reporters.  It  has  banned  use  of 
satellite  dishes  in  an  attempt  to 
control  the  airwaves. 

underlying  change:  Commercial 
demands  are  creating  the  potential 
for  reliable  reporting.  Business 
papers  have  become  more  aggressive, 
talk  radio  shows  allow  callers  to 
criticize  officials,  and  the  satellite 
ban  is  ignored. 


be  a  huge  step  backward  and  would  be 
unlikely  to  work  in  the  long  term.  As 
the  years  after  1989  have  demonstrated, 
hard-liners  cannot  repress  an  entire 
society  and  still  preserve  economic 
reform. 

No  one  is  arguing  that  China  is  about 
to  blossom  into  a  multiparty  democracy. 
The  government's  strategy  is  to  co-opt 
potential  pressure  groups  before  they 
become  independent  political  forces.  The 
technocratic  leaders  who  are  gradually 
taking  over  the  reins  of  power  from  the 
old-time  revolutionaries  are  more  will- 
ing to  allow  interest  groups  to  express 
their  viewpoints— but  only  as  long  as 
they  remain  within  the  confines  of  a  sin- 
gle party. 

For  now,  many  Chinese  say  they  are 
too  busy  making  money  to  think  about 
politics.  Young  Chinese,  in  particular,  are 
learning  that  wealth  means  the  freedom 
to  travel,  to  buy  foreign  newspapers,  to 
win  a  court  case  against  a  corrupt  government  official.  "If  you 
have  money,"  says  a  taxi  driver  in  Fuzhou,  "then  you  can  buy 
human  rights."  By  this  reckoning,  the  best  thing  Washington 
can  do  to  nurture  greater  rights  in  China  is  to  make  sure  its 
doors  remain  as  open  as  possible  to  investment  and  ideas. 
"We  have  confidence  about  the  future,"  says  Aven  Yang,  senior 
manager  for  materials  at  Northern  Telecom  Ltd.'s  joint  venture 
in  Shekou.  "There  is  bread,  and  the  door  is  open.  We  don't 
want  the  door  to  close."  The  rest  of  the  world  should  make 
sure  it  doesn't. 

By  Joyce  Barnathan  in  Shanghai,  with  Pete  Engardio  in 
Guangzhou,  Lynne  Curry  in  Beijing,  Dave  Lindorff  in  Hong 
Kong,  and  Bruce  Einhorn  in  Mew  York 

Continued  on  page  102 
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From  The  Company 
That  Taught  The  World 
How  To  Combine  Power 

And  Affordability: 


Lesson  Two. 


hen  we  introduced  the  Compaq  ProLinea, 

it  was  more  than  just  a  new  computer.  It 

was  a  whole  new  idea.  The  first  computer 

to  deliver  the  right  features  and  high  quality  at  a 

i 

price  that  was  affordable  lor  everyone,   w^m  ■ 
And  now  we'd  like  to  build 


on  that  idea.  Introducing  our  newest 
ProLinea:  A  computer  that's  been 
designed  to  make  your  money  go  further  still. 

To  begin  with,  it's  fast.  Our  new  ProLinea 
offers  a  choice  of  Intel  processors,  right  up  to 
the  IntelDX4.  Video  is  up  to  27%  faster. 
With  support  for  a  128K  memory  cache,  you 
can  boost  speed  another  35%.  And,  should 
you  ever  thirst  for  greater  speed, 
you  can  easily  upgrade  to 
a  Pentium  OverDrive. 
But  going  faster  is  onlv  part  of  our  story. 
True  to  the  Compaq  spirit,  we  made  ProLinea 
even  easier  to  use.  It  comes  pre-loaded  with 
the  latest  version  of  Microsoft  Windows,  along 
with  TabWorks,"  which  graphically  simplifies 


the  way  you  view  and  organize  all  of  your  work. 

It  also  comes  with  built-in  Plug  and  Plav 
capabilities,  bringing  new  ease  to  the  process 
of  adding  add  on  dc\  ices  and  expansion  <  ards. 

And  while  we  made  the  ProLinea  easier  to 
work  with,  we  also  made  it  easier  to  own.  It 
meets  Energy  Star  standards,  to  save  money 
in  the  long  run.  Better  still,  it's  priced  to  keep 
your  costs  down  today— starting  at  only  $950* 
That,  of  course,  includes  all  the  benefits 
of  owning  a  Compaq,  from  our  r 
free  three-vear  warranty"  to 

J  J 

our  free  24-hour  helpline. 

It  vou'd  like  a  demonstration  of  affordable, 
easy-to-use  power,  go  try  a  ProLinea  at  your 
nearest  authorized  Compaq  reseller.  It,  on  the 
other  hand,  you'd  like  to  receive  specifications 
via  fax,  just  call  1-800- 345 - 1 51 8,  choose  the 
PaqFax  option  and  request  document  #4032. 

It's  a  moment  in  computer  history  every- 
one can  savor  —  as  Compaq  raises  the  value  of 
a  dollar  once  again. 

COMPAQ 


©199+  Compaq  Computer  Corporation  All  Rights  Reserved  Compaq  and  ProLinea  Registered  U  S  Patent  and  Trademark  Office  PaqFax  is  a  service  mark  oFCompaq  Computer  Corporation 
TabWorks  is  a  trademark  ot  Xerox  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  ot  Intel  Corporation  *  Estimated 
selling  price;  aetual  pricing  ma)  vary  "Certain  restrictions  and  exclusions  ma\  apply  Monitors,  batter)  paeks  and  certain  options  are  covered  bv  a  one-year  warranty 


CLINTON'S  U-TURN 
WON'T  MEAN  CHINA  GETS  A  FREE  RIDE 


Decoupling  MFN  from  human  rights  will  allow  him  to  play  hardball  on  other  issues 


A controversial  Washington  rite  of 
spring  seems  headed  for  extinc- 
tion with  President  Clinton's  ex- 
pected decision  to  renew  China's  most-fa- 
vored-nation I  MFN  I  trade  status.  Ever 
since  the  1989  Tiananmen  Square  mas- 
sacre, human-rights  advocates  and  their 
backers  in  Congress  have  tried  to  force 
the  White  House  to  use  its  annual  re- 
view of  China's  access  to  the  U.  S.  mar- 
ket as  a  club  to  make  the  Beijing  gov- 
ernment treat  its  people  better.  But  in  a 
political  about-face,  aides  say 
Clinton  will  no  longer  link  trade 
to  human  rights,  a  change  that 
puts  U.  S. -Chinese  relations  on 
a  more  stable  footing. 

Realizing  that  relations  with 
China  are  too  valuable  to  jeop- 
ardize over  a  single  issue,  Clin- 
ton is  removing  the  source  of 
greatest  friction  and  mistrust 
in  relations  between  Washing- 
ton and  Beijing.  But  that 
doesn't  mean  tensions  will  fade 
away.  Instead  of  converging  on 
one  major  focal  point  such  as 
MFN,  conflicts  will  be  played  out 
over  a  host  of  economic,  secu- 
rity, and  political  issues. 

For  starters,  U.  S.  officials 
are  bracing  for  dollar-for-dollar 
retaliation  from  Beijing  if  Clin- 
ton imposes  even  token  sanc- 
tions on  goods  made  by  the 
Chinese  army.  Says  a  senior 
Administration  official:  "The 
Chinese  don't  play  the  game 
soft."  That  means  U.  S.  busi- 
ness could  lose  some  smaller 
contracts. 

trade  abuses.  But  decoupling 
MFN  from  human  rights  will  let 


will  have  more  freedom  to  crack  down 
on  trade  abuses.  China's  mounting  trade 
surplus  almost  certainly  will  become  a 
target  of  greater  U.  S.  criticism.  And 
officials  already  are  planning  to  cite  Chi- 
na as  a  "priority"  violator  of  American 
intellectual  property  rights.  "It's  going  to 
happen,"  vows  a  senior  Administration 
official,  who  says  there's  no  way  China 
can  make  enough  progress  by  a  July  1 
deadline  to  avoid  censure.  The  move 
will  immediately  launch  a  formal  inves- 


FLASHPOINTS  j 
THAT  REMAIN  ' 

TRADE  AND 
INTELLECTUAL  PROPERTY 
★ 

China's  $23  billion  surplus  is  I 
growing.  U.S.  must  decide  by 
July  whether  to  cite  Beijing 
for  pirating  software 
and  patents. 

GATT  B_ 


The  U.S.  must  decide  whether 
to  support  China's  bid  to  join  the 
international  trade  organization. 

SECURITY 
★ 

The  U.S.  will  look  for  clues  as 
to  whether  China  is  willing  to 
put  pressure  on  North  Korea's 
nuclear  program. 

TAIWAN 
★ 

If  Congress  keeps  pushing  for 
better  relations  with  Taiwan,  it 
could  inflame  Beijing. 


TOKEN  SANCTION 
WILL  BEIJING  RET 


HONG  KONG 
★ 

As  China  takes  over,  will 
elections  and  a  free  press 
be  allowed? 


HUMAN  RIGHTS 
★ 

China  must  decide  whether 
to  allow  the  International 
Red  Cross  to  visit  its  prisons 


Clinton  play  hardball,  too.  Without  hav- 
ing to  worry  that  everything  he  says 
could  prompt  Congress  to  revoke  China's 
trade  status,  he  can  be  more  blunt  about 
Beijing's  dismal  treatment  of  political 
prisoners,  says  Gerrit  W.  Gong,  director 
of  Asian  studies  at  the  Center  for 
Strategic  &  International  Studies  in 
Washington.  Indeed,  Clinton  is  expected 
to  step  up  pressure  on  China  to  permit 
prison  visits  by  the  International  Com- 
mittee of  the  Red  Cross. 

At  the  same  time,  U.  S.  trade  hawks 


tigation  into  Chinese  piracy  of  software 
and  recordings  that  could  lead  to  curbs 
on  China's  exports  to  the  U.  S. 

Washington  also  can  be  counted  on 
to  make  it  as  tough  as  possible  for  Chi- 
na to  gain  entry  to  the  General  Agree- 
ment on  Tariffs  &  Trade  (GATT).  U.S. 
trade  officials  insist  that  Beijing  must 
first  reform  its  banking  system,  liberal- 
ize its  financial  markets,  and  publish 
its  still-murky  trade  regulations.  "The 
Chinese  have  a  long  way  to  go"  before 
their  economy  acquires  enough  free-mar- 


ket characteristics  to  warrant 
membership,  says  a  senior  U.  S.  o: 
On  the  security  front,  the  U.  S 
China  could  tangle  over  the  North 
rean  nuclear  threat  if  Washington  p 
es  for  sanctions  on  Pyongyang.  Be 
opposes  stiff er  curbs.  U.  S.  arms 
trailers  hope  also  to  revive  talks 
China  aimed  at  extracting  a  firm  pi 
not  to  peddle  advanced  missile  tec 
ogy.  That  will  be  tough  since  Ch 
leaders  are  still  sore  about  sane 
Clinton  imposed  last  sun 
for  missile  tech  transfei 
Pakistan. 

SLOW  BURN.  Capitol  Hill,  v 
has  been  backpedaling  fur 
ly  to  delink  MFN  and  hi 
rights,  may  yet  trigger 
with  China  over  Taiwan 
Hong  Kong.  Beijing  is  air 
doing  a  slow  burn  over  lei 
tion  passed  this  spring 
urges  lifting  restraints  on 
arms  sales  to  Taiwan.  TheS 
ministration  opposes  both  I 
shift  and  mounting  conm, 
sional  calls  to  upgrade  rela 
with  Taiwan.  But  the  Chi  j 
may  not  appreciate  the  dis 
tion  between  the  executive 
legislative  branches  and  < 
complain  about  U.  S.  med< 
in  sensitive  matters.  Anc 
potential  dispute:  Electioi 
Hong  Kong  next  year  c 
rekindle  congressional  pres 
for  democratic  reforms  in 
British  colony— which  C 
would  resent  bitterly  as  i 
sumes  control  by  1997. 

But  barring  another  Tis 
men-like  crackdown,  U.  S.-(  .  j 
relations  seem  headed  for  a  new  lev  I 
maturity.  No  longer  will  the  two  i 
roll  the  dice  every  year  and  put 
very  heart  of  their  economic  rela 
ship  in  doubt.  But  dramatically  ex] 
ing  U.S.  economic,  security,  and  d 
matic  engagements  with  China  will  * 
U.  S.  attention  focused  on  the  Mil- 
Kingdom.  That  might  just  mean  | 
Americans  will  pursue  a  mix  of  seii 
terest  and  idealism  with  renewed  \ 

By  Amy  Borrus,  with  Douglas  « 
brecht,  in  Washington 
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nd  Rovers  have  survived  jungles,  swamps,  even  the  Kalahari.  But  this? 


>eat  kicking,  upholstery  trouncing, 
id  all-out  mud  slopping. 

Such  indulgences  arc  perfect  tor  the 
sw  Discovery  from  Land  Rover. 

Available  dual  sunroofs  and  folding 
mp  seats  make  for  an  enormously 
acious  interior,  seating  a  family 
seven  comfortably,  wherever  you  go. 

And  you  can  go  wherever. 

It  is,  after  all,  a  Land  Rover. 

Along  with  features  such  as  perma- 

nt  four-wheel  drive,  a  3.9  liter  V-8 


engine,  and  resilient  coil  spring  sus- 
pension, it  comes  with  a  history  of 
astounding  driving  accomplishments. 

Surely  it  could  take  your  kids  to 
school  in  a  blizzard  Actually,  with  a 


DISCOVERY. 

$•28,9°° 


7700  pound  towing  capacity  in  low 
range,  it  could  take  the  bus. 

What's  more,  the  Discovery'  is  the 
first  4x4  ever  to  have  dual  airbags. 
Along  with  its  ABS  system,  side  door 
beams,  and  steel  inner  body  cage,  it's  a 
great  place  to  have  children. 

Why  not  call  1-800-FINE  4WD  for 
the  nearest  dealer?  Starting  at  just 
under  «S2(>,000;  it's  great  for  the  one 
place  known  as  the  most  challenging  a 
vehicle  has  to  endure:  Suburbia. 
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SOUTHWARD  HO:  BARRETT  WANTS  THE  BANK  TO  EARN  HALF  ITS  KEEP  OUTSIDE  CANADA 


Until  recently,  stodgy  Harris  Bank- 
corp  Inc.  seemed  content  to  play 
the  wallflower  at  the  hank-consol- 
idation party  under  way  in  Chicago.  But 
now,  Harris  is  barging  onto  the  dance 
floor.  In  April,  it  announced  it  would 
acquire  Suburban  Bancorp  Inc.  for  $246 
million  in  stock,  thereby  becoming  Chica- 
go's third-largest  retail  banking  fran- 
chise. Meanwhile,  Harris  is  undercut- 
ting rivals  on  loan  rates  and  running 
ads  promising  discounts  on  loans  to 
small  businesses. 

Why  all  the  activity?  Since  passage  of 
the  North  American  Free  Trade  Agree- 
ment, Harris'  parent,  Bank  of  Montreal, 
has  been  pursuing  a  bold  plan  to  build 
"the  first  truly  North  American  bank," 
according  to  Chief  Executive  Officer 
Matthew  W.  Barrett.  Having  cleaned  up 
and  improved  the  finances  of  the  parent 
bank  since  becoming  CEO  in  1989,  he 
aims  to  get  Harris  moving  and  prepare 


a  major  push  for  expansion.  Barrett 
vows  to  grab  12%  of  the  Chicago  market 
by  2002-triple  1993  levels.  Bank  of  Mon- 
treal is  also  beefing  up  corporate-bank- 
ing activities  in  Mexico.  Ultimately,  Bar- 
rett wants  his  bank  to  earn  at  least  half 
its  net  income  outside  Canada,  up  from 
roughly  25%  now. 

If  it  works,  Barrett's  strategy  could 
transform  Bank  of  Montreal,  which  is 
already  North  America's  10th  largest, 
into  one  of  the  continent's  dominant 
banks.  His  approach  could  cause  other 


By  juicing  up  its  Harris 
Bankcorp  unit  in  Chicago, 
BofM  aims  to  build  "the  first 
truly  North  American  bank" 


JES 


big  banks  to  reconsider  their  strate« 
The  NAFTA  gambit  has  a  lot  of  lcl 
as  Barrett  sees  it.  With  companies  f 
Wal-Mart  Stores  Inc.  to  Detroit's 
Three  busy  building  continentwide  f 
chises,  it  makes  sense  for  a  bank  to 
low  its  customers  and  build  a  franc 
of  its  own.  Barrett  says  the  bank's  bi 
reach  will  lure  customers  from  Nt 
America,  Europe,  and  Asia.  Bank 
cials  say  that  having  a  presence  in 
vibrant  economy  of  the  upper  Mid\ 
is  particularly  useful.  And  by  ownii 
U.  S.  bank,  BofM  can  offer  more  co 
rate-banking  services  than  most  o 
foreign  banks— from  lending  to  cl 
processing. 

In  a  way,  Barrett  had  no  choice  bt 
head  south  if  he  wanted  to  grow, 
fragmented  U.  S.  market  offers  more 
portunities  for  expansion  than  Can 
where  the  top  six  banks  control  n 
than  80%  of  the  market. 
out-of-towners.  Bank  of  Montreal 
must  prove  it  can  successfully  exe 
an  ambitious  expansion,  however, 
der  Barrett's  predecessors,  BofM  mi; 
a  golden  opport  unity  to  steal  a  marcl 
Chicago  by  letting  Harris  languish! 
nearly  a  decade  after  acquiring  i| : : 
1984.  Now,  the  Chicago  market  is* 
more  competitive;  First  Chicago 
cleaned  up  its  act,  BankAmerica  has 
quired  Continental,  and  a  host  of  ou 
town  players  have  entered,  inclu< 
NBD  Bancorp,  Banc  One,  and  the  Net 
lands'  ABN-AMRO  Holding,  which 
La  Salle  National.  "The  time  when 
ris  could  [capitalize]  on  Bank  of  J 
treal's  global  reach  and  credit  ratin 
gone,"  scoffs  Marcus  W.  Acheson  IV. 
ecutive  vice-president  at  Continei 
Even  Alan  G.  McNally,  who  took  ove 
CEO  at  Harris  last  fall,  concedes:  "T 
was  a  huge  potential  that  wasn't 
ploited  with  the  same  intensity  as  !?ir 
day."  In  Mexico,  where  BofM  was  a 
jor  lender  in  the  early  1980s,  the  bar 
now  moving  more  cautiously  than  s 
U.  S.  banks. 

Harris  still  lags  behind  many  o:  K" 
rivals.  And  competitors  aren't  eage  fc  ai 
cede  ground.  "We're  going  to  do  wh&- 
er  it  takes  to  preserve  and  expand!' 
niche,"  says  David  Rudis,  executive 
president  at  La  Salle. 

Bank  of  Montreal  is  trying  to  n  f 
up  for  its  past  lassitude.  Harris'  Su  t 
ban  deal  alone  will  give  it  72  branc! 
putting  it  well  on  the  way  to  its  ta  i 
of  120  branches  and  1  million  Chicagjj 
tail-banking  customers.  McNally, 
built  a  strong  reputation  running  I 
of  Montreal's  retail  operations  in  Car 
plans  to  build  as  many  as  27  additii 
branches.  He  is  planning  further  aci 
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▲  PERCENT 


i,  backed  by  Bar- 
s  pledge  to  spend 

million.  Bank  of 
;real  also  plans  to 
larris  to  expand  its 
)rate-banking  busi- 

In  addition,  Bank 
antreal  is  drawing 
le  skills  of  its  Ca- 
rt investment-bank- 
;ubsidiary  to  ven- 

into  U.  S.  invest- 

banking.  McNally  believes  that  the 
lands  of  corporate  customers  with 
'OSS-border  businesses  will  welcome 
ik  with  a  strong  presence  in  both 
I.  S.  and  Canada. 

dliest  business."  So  far,  so  good, 
der  Schneider  National  Corp.,  a  pri- 
/  held  trucker  in  Green  Bay,  Wis. 
;ider  first  borrowed  from  Harris 
■ears  ago.  Harris  then  took  Schnei- 

0  Bank  of  Montreal  for  cash-man- 
3nt  services  in  Canada,  where  Bank 
Dntreal  systems  mirror  the  ones 
s  uses  in  the  U.S.  Bank  of  Mon- 
has  now  assigned  an  account  man- 
to  handle  the  personal  accounts  of 
iider  employees  in  Canada.  "This 
nlines  our  operations  and  saves  a 
time,"  says  Steven  L.  Crear,  assis- 
reasurer.  "We  don't  have  the  time 
'est  in  a  complex  set  of  different 
ig  relationships."  Similarly,  Robert 
sing,  chief  financial  officer  of  Prem- 
C  a  Toronto-based  doormaker  with 
.  S.  operations,  says  his  company  is 
ig  with  Bof'M  despite  having  been 

by  other  banks  because  the  others 

major  U.  S.  presence. 
Mexico,  Bank  of  Montreal's  aims 
arrower.  Unlike  some  big  U.  S. 
,  it  has  no  plans  to  open  a  sub- 
tt  in  Mexico.  But  with  Mexico's  ec- 
c-reform  program  under  way,  "we 

as  a  high-growth  area  for  the 

says  Barrett.  He  plans  to  expand 
■ate  and  investment  banking  there, 
ing  treasury  services  and  trading, 
of  Montreal  is  already  expanding 
lines  to  companies  to  finance  trade 
ctions  between  Canada,  the  U.  S., 

exico. 

myone  should  know  the  bank's 

1  ths  and  weaknesses,  it's  Barrett, 
irted  his  Bank  of  Montreal  career 
idon,  as  a  teenage  clerk  fresh  out 
x)l.  At  the  time,  he  wanted  to  be  a 
•  and  says  that  banking  "looked 
e  deadliest  business  in  the  world." 
ter  he  was  transferred  to  Canada, 

in  love  with  the  relationship  na- 
[  E  the  banking  industry— and  with  a 

employee,  Irene  Korsak,  who  be- 
l  iis  wife.  Although  he  never  went 
I  ige,  Barrett's  problem-solving  abil- 
I  it  him  on  the  fast  track  by  age  35. 
Is  45  when  he  became  CEO  in  1989. 
\  m  Barrett  took  over,  Canada's  old- 
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est  bank  had  been  drift- 
ing for  years.  Its  costs 
were  among  the  highest 
in  the  industry,  while 
market  share  and  mo- 
rale were  down.  Barrett 
immediately  set  off  on 
a  barnstorming  tour  of 
the  bank's  operations, 
during  which  he  estab- 
lished a  rapport  with 
employees  that  was  in 
marked  contrast  to  his  aloof  predecessor. 
It  worked  brilliantly  to  boost  morale, 
says  one  manager.  His  goal  has  been  to 
rank  among  the  top  two  Canadian  banks 
in  every  key  financial  measure,  and  he's 
very  nearly  there.  Barrett  has  slashed 
expenses  and  cut  credit  losses  from  a 


sky-high  2.2%  of  total  loans  in  1989  to 
0.94%  last  year.  The  result:  four  straight 
years  of  rising  profits,  capped  by  last 
year's  record  $510  million. 

Skeptics  wonder  if  Barrett  will  suc- 
ceed in  his  bid  to  create  a  North  Ameri- 
can bank.  But  he's  convinced  banking 
will  eventually  be  consolidated  along 
North  American  lines.  As  this  happens, 
other  Canadian  banks  will  "face  a  stark 
choice,"  he  predicts.  They'll  either  have  to 
adopt  North  American  strategies  of  their 
own  or  "resign  themselves  to  becoming, 
over  time,  essentially  regional  banks"  that 
could  end  up  being  swallowed  by  one  of 
the  emerging  U.  S.  giants.  For  Barrett, 
that  isn't  much  of  a  choice. 

By  William  C.  Symonds  i?i  Toronto 
and  Richard  A.  Melcher  in  Chicago 


MORTGAGES  I 


FANNIE  MAE  HAS  BEEN 
WEARING  HER  THINKING  CAP 


Some  fire-sale  shopping  is  just  one  example  of  cool-headedness 


For  most  players  in  the  residential 
mortgage  market,  this  era  of  rising 
interest  rates  is  beginning  to  take 
on  a  passing  resemblance  to  Gehenna. 
With  rates  on  30-year  mortgages  spiking 


JOHNSON'S  PUSH  ON  LOW-INCOME  LOANS  WAS  A  PR  COUP 


and  expectations  of  even  higher  ones  to 
come,  lenders  have  been  dumping  their 
fixed-rate  loans  at  fire-sale  prices.  And 
investors  in  mortgage-backed  securities, 
who  had  bet  on  lower  rates,  have  sus- 
tained fierce  losses.  With 
those  players  pulling  back, 
the  demand  for  mortgages 
has  plummeted  further. 
But  the  Federal  National 
Mortgage  Assn.,  which 
buys  one  out  of  every  four 
mortgages  made  today,  is 
riding  high. 

As  the  markets  went 
through  spasms,  Fannie 
Mae  was  bargain-hunting— 
a  strategy  that  will  help 
it  boost  profitability  even 
as  total  growth  of  its  in- 
vestment portfolio  slows 
compared  with  last  year's 
explosive  volumes.  In  March, 
Fannie  Mae  cut  deals  to 
buy  $8.7  billion  worth  of 
loans  on  single-family 
homes  and  apartment 
buildings,  a  stunning  79% 
hike  from  February.  When 
market  turmoil  provides 
an  opportunity  for  profits, 
"we  go  after  it,"  says  Fan- 
nie Mae  Chairman  and 
CEO  James  A.  Johnson. 

Indeed,  despite  the  nas- 
ty spike  in  rates  and  with- 
ering of  the  refinancing 
boom,  the  federally  char- 
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tered  Washington  (D.  C.  (-based  company 
is  poised  to  post  double-digit  earnings  in- 
creases this  year,  as  it  has  for  the  last 
25  quarters.  But  Fannie  Mae's  record 
goes  far  beyond  market  sawy.  As  hous- 
ing lenders  come  under  increasing  scru- 
tiny for  ignoring  low-income  families  and 
minorities,  Fannie  Mae  has  also  demon- 
strated political  acumen.  To  assuage  law- 
makers and  regulators,  the  company  has 
launched  a  $1  trillion  initiative  to  pro- 
mote home  ownership  among  low-income 
families.  "Their  record  for  managing  all 
these  risks  is  absolutely  platinum,"  says 
Sanford  C.  Bernstein  &  Co.  analyst  Jon- 
athan E.  Gray.  Fannie  Mae's  op- 
portunistic shopping  helped  send 
first-quarter  earnings  for  this 
year  up  15%  over  the  same  peri- 
od in  1993— a  stunning  perfor- 
mance given  the  violent  changes 
in  interest  rates. 
CLUMSY  START.  Fannie  hasn't  al- 
ways been  such  a  consistent  mon- 
ey machine.  Created  in  1938  by 
Congress  to  help  provide  capital 
to  the  housing  market,  Fannie 
Mae  buys  mortgages  made  by 
banks,  thrifts,  and  brokers  and 
either  holds  them  for  investment 
or  sells  securities  backed  by  the 
mortgages.  After  becoming  a  pub- 
lic company  in  1970,  Fannie  Mae 
stumbled  badly  with  poor  inter- 
est-rate risk  management  and 
shoddy  credit  controls.  David  0. 
Maxwell,  who  took  over  as  chair- 
man and  chief  executive  in  1981, 
changed  all  that.  The  company, 
which  had  been  losing  $1  million 
a  day,  overhauled  its  credit  stan- 
dards and  matched  the  maturities 
of  its  assets  and  liabilities  far  bet- 
ter. It  was  a  remarkable  turn- 
around. Last  year,  the  company 
made  $1.9  billion  on  $1H  billion  in 
revenues.  And  a  $1,000  invest- 
ment in  Fannie  Mae  stock  in  1981  is 
now  worth  about  $30,000. 

Fannie  owes  its  success  to  some 
smart  balance-sheet  maneuvering.  In 
1988,  the  company  began  developing  a 
market  for  callable  debt,  which  gives  it 
the  right  to  pay  off  the  debt  before  ma- 
turity. Fannie  pays  a  slightly  higher  rate 
than  it  otherwise  would  to  compensate 
investors  for  the  risk  of  a  call,  but  Fan- 
nie starts  out  with  a  built-in  rate  ad- 
vantage—its debt  is  backed  implicitly  by 
Uncle  Sam.  Currently  58%  of  its  $164 
billion  in  debt  is  callable. 

Fannie  Mae's  flexibility  was  critical 
during  the  recent  refinancing  boom.  As 
homeowners  rushed  to  lock  in  lower 
rates,  Fannie  Mae  was  forced  to  replace 
older,  higher-yielding  mortgages  with 
loans  that  earned  less  interest.  So  it  did 


some  refinancing  of  its  own  to  protect 
the  margins  on  its  $200  billion  portfolio 
of  mortgages.  Fannie  called  $13.6  billion 
of  its  debt  and  replaced  it  at  last  year's 
lower  rates.  If  rates  still  climb,  the  com- 
pany simply  won't  call  in  more  debt  and 
can  extend  the  average  maturity  of  its 
borrowings.  Analyst  Gray  figures  the 
refinancing  and  savvy  purchases  will 
send  earnings  to  $2.1  billion  this  year. 

Even  the  growing  pressure  to  help 
finance  lending  in  potentially  less  lucra- 
tive areas  isn't  likely  to  dim  Fannie 
Mae's  prospects.  In  1992,  Congress 
passed  legislation  requiring  tighter  over- 


HOW  FANNIE  MAE  IS  NAVIGATING 
IN  TUMULTUOUS  WATERS 


CHALLENGE 


RESPONSE 


INTEREST    Rising  rates  choke 

RATES        off  the  refinancing 
boom  and  could 
squeeze  margins. 


Through  the  use  of 
callable  debt,  Fan- 
nie refinanced 
its  debt  to  better 
match  its  assets 
and  liabilities. 


POLITICAL 
HEAT 


Pressure  is  mount- 
ing from  Congress 
and  HUD  to  be- 
come more  social- 
ly responsible  in 
lending. 


Fannie  announces 
a  $1  trillion  initia- 
tive in  March  to 
lend  to  low-  and 
moderate-income 
borrowers  over 
the  next  decade. 


CREDIT  Moves  into  low- 
RISK  income  lending 

could  send  credit 
losses  soaring. 


Fannie  does  the 
riskiest  new  busi- 
ness in  a  series  of 
small  pilots.  Plans 
to  look  for  part- 
ners who  will 
share  risk  of  any 
potential  losses. 


sight  of  Fannie  Mae  and  Freddie  Mac, 
another  secondary  market  corporation 
created  by  Congress.  For  Fannie,  this  in- 
cluded new  targets  for  the  business  they 
do  with  underserved  markets. 

Even  before  Congress  acted,  Fannie 
was  burnishing  its  political  image.  In 
1991,  Johnson,  a  former  managing  di- 
rector at  Lehman  Brothers  Inc.  and  one- 
time aide  to  Vice-President  Walter  F. 


Thanks  in  part  to 
better  credit  standards, 
Fannie  Mae  made  a  tidy 
$1.9  billion  last  year 


Mondale,  established  a  business  divi 
to  try  to  find  ways  to  buy  more  loat 
poor  neighborhoods  and  capital-stai 
rural  communities.  The  division— w 
has  its  own  building  across  from 
nie's  headquarters— has  also  started 
grams  aimed  at  buying  loans  on  aj 
ments  that  house  poor  families 
mortgages  on  homes  for  disabled  pi 
In  March,  the  company  annou 
with  great  fanfare  that  it  would  pr< 
$1  trillion  in  financing  over  the  res 
the  decade  for  these  groups.  In  fact,  »'■•  ; 
company  concedes  that  $850  billio  <• 
that  money  would  already  be  avail  to 
under  Fannie's  current  guidel  N 
But  the  program  has  been  i  dw 
coup  for  Fannie,  winning  pi 
from  Congress  and  the  Hou  B?e 
&  Urban  Development  Dept.  &  sal 
applaud  the  initiative,"  says  U 
Assistant  Secretary  Nicola  f  fo 
Retsinas.  "Now,  we  look  forv  a*v 
to  a  fleshing-out  of  the  plan, 
test  runs.  The  details  of  the! - 
demonstrate  once  again  the  k 
pany's  business  and  political 
nesse.  The  riskiest  of  the 
businesses— such  as  loans 
just  a  3%  down  payment— wi 
tested  in  a  series  of  small  p  lies 
before  being  rolled  out  nal  in. 
wide.  And  the  company  is  k 
gressively  exploring  partners! 
with  local  housing  author! 
nonprofit  housing  groups, 
mortgage  insurers  to  spreadf  i 
risks  on  some  of  these  loans, 
an  R&D  effort,"  says  Ann  D. 
gan,  Fannie's  chief  credit  off 
"We  don't  want  to  expose 
selves  to  large  losses." 

The  timing  of  the  initial^; 
couldn't  be  better  for  Fa  : 
Mae.  Its  back-office  operat  ies 
are  automating  some  of  the  d 
cative  steps  in  the  mortgage 
cess.  Johnson  figures  the  new  softvl . 
and  network  systems  will  cut  $1,00C  fa 
of  the  cost  to  originate  an  average  n  ri  oj 
gage.  These  advances  will  make  ui* 
smaller  loans  generated  by  the  lo\  t  : 
come  initiative  more  profitable,  t.v, 
Fannie  Mae  will  also  earn  fees  w  [  Br 
originators  use  the  new  system,  ti 
can  ensure  our  competitive  position  I 
when  all  is  said  and  done,  have  a  r  I? 
efficient  housing-finance  system,"  J I 
son  insists. 

By  homing  in  on  such  win-win  op  j 
tunities,  Fannie  Mae  will  continue  t : 
as  popular  on  Wall  Street  as  it  i 
Washington.  And  if  rates  stabilize  n 
housing  activity  picks  up,  the  com]] 
will  truly  be  holding  a  first  mort] 
on  Easy  Street. 

By  Amy  Barrett  in  Washiri 
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i  , L  FUNDS  I 


S  A  FUND-EAT-FUND 
ORLD 


;asingly,  big  players  are  trying  to  swallow  up  smaller  companies 


tarket  jitters  are  causing  some 
investors  to  lose  their  taste 
for  mutual  funds.  But  to  those 
wn  fund-management  companies, 
lose  who  would  like  to,  the  idea  of 
jj  fund  companies  looks  more  appe- 
than  ever. 

new  mantra  in  the  fund  world 
•vival  of  the  biggest."  A  mix  of 
sing  expenses  and  downward  pres- 
■n  sales  and  man- 
nt  fees  has  raised 
ir  for  staying  in 
siness.  Fund  corn- 
figure  they'll  need 
it  $10  billion  in  as- 
Y  the  year  2000  to 
;r.  Right  now, 
are  only  37  com- 
with  assets  of  $10 
or  more  and  232 
lies  with  less  than 


Corp.— which  is  expected  to  close  this 
summer— is  just  the  beginning.  Among 
the  30  largest  banks,  notes  James  M. 
McCormick,  president  of  First  Manhat- 
tan Consulting  Group,  "nearly  all  have 
mutual  funds  and  money  managers  on 
their  radar  screens." 

Many  deals  will  be  driven  by  the 
need  to  add  to  a  product  line,  build  on 
increasingly  important  brand-name  rec- 


THE  HUNTERS  AND  THE  HUNTED 


HUNTERS 


GE  CAPITAL  Firm  is  in  hot  pursuit 
of  Kemper  and  its  $45.5  billion 
fund  family.  Win  or  lose,  GE  is  ex- 
pected to  continue  on  the  acquisi- 
tion trail. 


on. 

iller  companies 
mnted  on  the  con- 
buying  binge  of 
ist  few  years  to 
rowth  may  now 
r  how  they'll  get 
sets  to  reach  econ- 
of  scale.  In  recent 
3,  inflows  to  stock 
lave  dropped,  and 
ands  actually  have 
;d  net  redemptions.  Many  fund 
lies  may  not  have  any  choice  but 
out  or  merge  with  others. 
buzz.  GE  Capital  Corp.'s  hot  pur- 
Kemper  Corp.  and  its  prized 
)illion  mutual-fund  family  has  fu- 
uch  of  the  growing  merger  buzz. 
3  used  to  say  you  could  never  do 
uisition  on  a  hostile  basis,  but  GE 
anged  the  tone  of  the  industry," 
I.  Bruce  McEver,  president  of 
ire  Capital  Corp.,  an  investment 
specializing  in  asset-management 
m'es.  "If  GE  gets  Kemper,  will 
e  far  behind?"  asks  John  Keefe,  of 
ant  Keefe  Worldwide  Information 
is.  AT&T  declined  to  comment, 
most  active  fund  buyers,  howev- 
Y  be  banks.  With  slow  growth  in 
re  lending  business,  banks  are 
ing  their  own  funds,  and  many 
doubt  want  to  acquire  mutual- 
ompanies  as  well.  Mellon  Bank 
$1.8  billion  acquisition  of  Dreyfus 


KANSAS  CITY  SOUTHERN 
INDUSTRIES  The  81  %  owner  of 
$16.5  billion  Janus  Capital  recent- 
ly upped  its  holding  in  $2.3  billion 
Berger  Associates  and  seeks  new 
acquisitions. 


OPPENHEIMER  MANAGEMENT 

This  $30  billion  company  wants  to 
grow  to  $1 00  billion  by  1 998  and 
needs  to  make  acquisitions. 


TARGETS 


BENHAM  The  $10  billion  fixed- 
income  family  has  held  discussions 
with  Twentieth  Century  Cos.,  a 
$26  billion  fund  family  known  for 
its  equity  holdings. 

COLONIAL  GROUP  Top  executives 
nearing  retirement  age  may 
choose  to  sell  to  a  deep-pocketed 
buyer.  The  $14.5  billion  firm  fo- 
cuses on  fixed-income  funds. 

GT  GLOBAL  International  boutique 
would  be  a  prize  for  buyers  that 
want  to  expand  their  business  into 
the  fast-growing  international  fund 
arena. 


DAIA:  BUSINESSWEEK 


ognition,  or  find  new  channels  of  distri- 
bution. There  is  talk  that  Benham 
Group,  whose  $10  billion  in  assets  is 
mainly  in  fixed-income  funds,  may  do  a 
deal  with  Twentieth  Century  Cos., 
whose  $26  billion  is  mostly  equity.  Both 
companies  declined  to  comment. 

The  need  to  grow  is  especially  impor- 
tant to  the  no-load  fund  families,  which 
use  advertising,  not  brokers,  to  reach 
investors.  The  more  assets  under  man- 
agement, the  more  money  that  can  be 
spent  on  advertising  and  the  huge  sys- 
tems needed  to  support  the  increasingly 


More  and  more  banks  are 
launching  their  own  fund 
families  and  looking  to 
acquire  others 


sophisticated  customer-service  networks. 

Independent  load  funds— those  not  af- 
filiated with  brokerage  firms  or  other 
sales  forces— have  problems,  too.  Increas- 
ingly, they  have  to  compete  for  the  lim- 
ited "shelf  space"  at  securities  firms  and 
banks  that  sell  their  own  and  others' 
funds.  "There's  a  bottleneck  in  fund  dis- 
tribution," says  Kenneth  R.  Liebler,  pres- 
ident of  Liberty  Financial  Cos.,  which 
runs  $7.5  billion  in  load 
and  no-load  fund  groups. 
"There  are  more  funds 
than  places  to  sell  them." 
good  fits.  Companies 
on  the  prowl  for  acquisi- 
tions include  Oppenheim- 
er  Management  Corp.,  a 
$30  billion  company  that 
figures  it  must  hit  $100 
billion  in  assets  by  1998 
to  be  a  major  player. 
"We  can  get  to  $60  bil- 
lion through  internal 
growth,  but  we're  going 
to  have  to  acquire  the 
rest,"  says  Chief  Execu- 
tive Jon  S.  Fossel.  Kan- 
sas City  Southern  Indus- 
tries Inc.,  which  is 
upping  its  holding  of 
Berger  Associates  to 
about  80%,  is  a  likely  ac- 
quirer of  no-load  equity 
funds.  Even  Vanguard  Group's  tightfist- 
ed  chairman,  John  C.  Bogle,  says  his 
firm,  the  No.  3  fund  company,  will  be 
"selectively  active"  in  acquisitions. 

Some  smaller  companies  want  to  play 
the  acquisition  game,  too.  Lexington 
Management  Corp.  has  only  $1.5  billion 
in  mutual  funds  but  has  a  corporate  par- 
ent, Piedmont  Management  Co.,  with 
money  to  spend  on  acquisitions.  "We 
don't  wait  to  hear  that  a  company  is  on 
the  block,"  says  Lawrence  Kantor,  a 
Lexington  managing  director.  "We'll  ap- 
proach a  company  if  we  think  there's  a 
good  strategic  fit." 

All  this  mergers-and-acquisitions  activ- 
ity could  result  in  an  ironic  twist:  In 
the  fund  business,  a  company's  growth 
may  not  come  so  much  from  its  stock- 
and  bond-picking  prowess  but  from  its 
ability  to  make  smart  acquisitions  of 
other  fund  companies. 

By  Suzanne  Woolley  and  Jeffrey  M. 
Laderman  in  New  York 
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BY  JEFFREY  M.  LADERMAN 

THREE  IPOs  THAT'LL 
LET  YOU  IH  ON 
THE  GROUND  FLOOR 


It's  hard  to  find  a  bright  spot  in 
this  year's  stock  market.  But 
Thomas  A.  Frank,  lead  manager  of 
the  $360  million  Dreyfus  New  Lead- 
ers Fund,  has  a  surprising  one:  initial 
public  offerings.  The  market  slide  has 
let  the  air  out  of  IPOs.  The  size  of  deals 
has  been  scaled  back— and  so  have  the 
prices.  "We're  seeing  good  companies 
coming  out  30%  lower  than  what  was 
first  indicated,"  says  Frank. 

Individual  investors  are  getting  a 
shot  at  new  deals,  too,  since  far  fewer 
of  the  stocks  are  soaring  after  their 
offering.  "The  flippers  [traders  who 
buy  hot  IPOs  to  sell  for  a  quick  profit] 
are  out,"  says  Frank.  "Today's  buyers 
are  investors  who  have  done  their 
homework." 

Among  recent  IPOs  bought  by  Frank 
are  Executive  Risk,  a  niche  insurer; 
Cole  National,  a  specialty  retailer;  and 
U.  S.  Delivery  Systems,  which  moves 
documents  and  goods  for  businesses 
within  a  local  area.  All  three  trade  on 
the  Big  Board. 

What's  attractive  about  Executive 
Risk,  says  Frank,  is  that  it's  the  only 
pure  play  in  underwriting  liability  in- 
surance for  corporate  directors  and  of- 
ficers. The  insurer  was  founded  by 
Aetna  in  the  mid-1980s  after  many  oth- 
er companies  fled  the  field.  The  compa- 
ny went  public  on  Mar.  15  at  12  and 
now  trades  at  12%— a  mere  7.6  times 
expected  1994  earnings  of  $1.65  per 
share  and  a  16%  premium  to  book  val- 
ue. By  Frank's  estimation,  the  stock 
should  be  around  17  in  year. 
BETTER  VISION.  Unlike  Executive  Risk, 
Cole  National  faces  highly  competitive 
markets  in  its  two  businesses— selling 
gifts  and  eyewear.  Cole,  a  1984  lever- 
aged buyout,  struggled  with  debt  and 
bad  ventures  before  reshaping  itself 
for  its  Apr.  11  offering.  The  stock  still 
trades  at  its  IPO  price  of  12. 

Even  after  the  offering.  Cole  has 
$185  million  in  long-term  debt.  But 
Frank  believes  the  improvements  in 
operating  cash  flow  and  the  benefits 
from  substantial  tax-loss  carryforwards 
will  help  shore  up  the  balance  sheet. 
Frank  says  Cole's  Things  Remembered 
gift  shops,  which  yield  52%  of  reve- 
nue and  56%  of  income,  should  increase 
their  sales  as  more  high-priced  items 


FRANK:  "GOOD  COMPANIES  ARE  COMING 
OUT  30%  LOWER  THAN  FIRST  INDICATED" 


are  stocked.  Eyewear  is  tougher,  he 
adds,  but  renovation  of  its  leased  Sears 
Roebuck  optical  departments  is  help- 
ing, as  will  the  expansion  of  freestand- 
ing Sears  Optical  stores.  Frank  says 
Cole  could  reach  20  in  12  months. 

Frank  thinks  U.  S.  Delivery,  which  is 
still  trading  at  its  May  12  IPO  price  of 
10,  is  the  most  interesting  of  the  three. 
The  company  provides  same-day  de- 
livery for  some  8,700  customers  in  22 
markets,  including  8  of  the  10  largest 
metropolitan  areas.  The  company, 
which  had  1993  sales  of  $108  million,  is 
the  largest  single  player  in  a  $15  bil- 
lion-a-year  market  served  by  10,000 
small,  private  companies. 

U.  S.  Delivery's  strategy  is  to  buy 
local  operators  in  much  the  same  way 
Waste  Management  turned  trash  haul- 
ing into  a  nationwide  business.  The 
IPO  gives  the  company  the  means  to 
make  acquisitions.  Frank  estimates 
that  the  company  will  earn  80<?  a  share 
in  1994  and  believes  the  stock  could 
double  by  next  May. 


'HELLO.  PRESS  1  NOW 
TO  GET  A  BARGAIN' 


Wall  Streeters  looked  askance 
at  Home  Shopping  Network 
for  years,  so  it's  not  surpris- 
ing that  Precision  Systems,  a  1992 
spin-off,  had  all  the  allure  of  a  zirconi- 
um ring.  The  outfit  that  built  and 
maintains  HSN's  20,000-line  computer- 
ized apparatus  for  answering  phones 
and  taking  orders  has  run  up  big  loss- 
es in  trying  to  sell  its  knowhow  to  the 
rest  of  the  world. 

But  some  investors  are  accumulating 


the  stock,  which  trades  over  the  cm 
ter  at  2%.  betting  that  the  new  rft 
agement  and  business  strategy  ■ 
pay  off.  "Before,  our  entry-level  pi 
uct  had  1,056  lines  and  cost  $3  mill 
and  you  can  count  on  one  handjk 
market  for  that,"  says  CEO  Russctt 
Pillar.  Now,  Precision  has  scaled  dp 
its  starter  system,  called  UniPorl^ 
48  lines  and  $90,000,  and  is  enlisl 
"name  brand"  equipment  makerfe 
help  sell  it.  True,  UniPort  has  to  m 
pete  with  AT&T  products.  Pillar  nfi 
that  although  AT&T  is  the  largest  ijjf 
er,  it  has  only  13%  of  a  $900  mi| 
market  that's  growing  25%  annua 
Richard  W.  West  of  Gaines  Berl 
who  rates  the  stock  a  buy,  notes  i 
agement  has  cut  overhead  from 
million  a  month  to  $550,000.  The 
ance  sheet  is  improving,  too,  with 
million— about  90C  a  share— in  c 
much  of  it  from  a  $5.8  million  com 
ible-preferred-stock  investment  frc 
partnership  led  by  HSN  founder 
M.  Speer.  That's  a  bullish  move, 
the  preferred  stock's  average  exei 
price  is  $5.19  a  share.  One  pro 
has  been  buying  the  stock  expects 
double  in  the  next  year. 


THIS  RAIL  SUPPLIEI 
IS  STEAMING  AHEAI 


To  train  buffs,  Union  Switcj 
Signal  is  a  throwback  to  the 
day  of  railroads.  But  there's  : 
ing  old-fashioned  about  the  Colui 
(S.  C.)  company.  US&S  went  pubi 
1993,  after  spending  most  of  its 
years  as  a  part  of  larger  compa 
And  business  is  just  chugging  alo 
The  company  designs,  builds, 
sells  systems  and  components 
monitor  railroads'  cab,  wayside, 
yard  operations— and  has  a  50%  s 
of  the  market  for  such  systems.  Pc 
lio  manager  Walter  Row  of 
Street  Research  Small  Capitalizi 
Growth  Fund  says  the  company's 
pects  are  strong.  Major  railroads 
counting  for  30%  of  sales,  are  inve 
big  in  productivity-enhancing  dev 
But  that's  not  all.  Row  says  $L! 
lion  in  federal  mass-transit  aid  wi 
spent  in  coming  years  on  the  sor 
systems  US&S  makes.  That's  a  pote 
$750  million  in  sales  for  a  com) 
with  estimated  1994  revenues  of 
million. 

Row  says  the  stock,  which  tr 
over  the  counter  at  18,  is  cheap.  Iii 
tors  are  paying  14  times  earnings 
company  growing  at  25%  a  year. 
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(  Wick  Simmons,  CEO  Prudential  Securities 


o 


It's  my  job  to  set  the  tone  for  this  company. 


© 

 1   

That  starts  with  laying  it  on  the  line  inside  the  company  and  out.  We  call  that  straight  talk. 


O 

Straight  talk  means  our  investors  hear  the  upside  and  downside  of  every  opportunity. 


O 


It  also  means  facing  up  to  hard  issues— admitting  mistakes  and  fixing  them. 


e 

Straight  talk  means  if  we  fall  short,  we'll  hear  about  it.  That's  good.  It  makes  us  do  better. 


O 

 I   ,  

Straight  talk  is  more  than  words  at  the  end  of  an  ad.  It's  something  we  have  to  live  by. 


Prudential  Securities  (fag 

Prudential  Securities  today.  It  starts  with  straight  talk. 

To  speak  to  a  broker  call  800-654-5454. 


THOUSANDS  OF  TIMES*  AND  NEVER  LOST 
A  CUSTOMER  ON  THE  WAY- 

It's  quite  a  ride. 

The  trip  to  open  computing  is  often  described  as  traveling  through 
permanent  white  water.  It  demands  an  experienced  guide. 

Namely.  Sequent"  Computer  Systems.  We're  the  clear  market  leader 
in  large  scale  open  systems.  (A  fact  confirmed  by  InfoCorp.) 

For  Sequent,  the  trip  starts  with  an  enterprise  architecture  plan 
that  links  business  goals  and  computing  systems,  preserves  current 
investment,  and  determines  a  series  of  short,  manageable  steps  to  get 
your  safe  passage  to  open  computing  underway. 

Again  and  again,  we've  helped  companies  successfully  re-engineer 
entire  computing  enterprises.  Because  everyone  at  Sequent  is  commit- 
ted to  the  complete  success  of  every  project,  and  empowered  to  deliver 
it.  Not  just  for  our  own  products,  but  for  everything  in  the  system, 
hardware  and  software,  no  matter 
who  the  vendor  may  be. 

So  even  though  there  may  be 
no  way  to  avoid  the  white  water, 
we  can  help  make  it  a  safe  trip. 


5EQUEHT 

Our  Business  is  Your  Success 


for  Safe  Passage  to  Open  Computing,  Call  1-800-237-8733. 


r  Systems  ,V 


■'..'.1994  Sequent  Computer  Systems  .Nhc  Outside'the  U  S  call  503-S78-37o£*»piient  is  a  registered^trademark  and  "Our  Business^ 
demaric  of  Sequent  Computer  Systems,  Inc.  The  Intel  Inside  \oso.  is^aw  ejil^ered  trademark  of 'Intel  Corporation.  Cook  for  the  tr\j 
on  oJr  quality,  sx^tmns.  Other  names  may  be  tractemarks  of  th.eirfle>pee,trVe  holders. 
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•stner  has  O.K.'d  a  major  new  assault  in  PC  software 


I  ill  Gates  thought  he  had  a  golden 
t  opportunity.  Seeing  IBM's  software 
"strategy  in  apparent  disarray,  Mi- 
)ft  Corp.'s  chairman  set  up  a  May 
leeting  with  James  A.  Cannavino, 
a  key  technical  adviser  to  IBM  Chair- 
Louis  V.  Gerstner  Jr.  The  Microsoft 
■man  was  hoping  that  Cannavino, 
as  head  of  ffiM's  personal-computer 
ion  terminated  IBM's  rocky  10-year 
ionship  with  Microsoft  in  1990,  would 
;ady  to  forget  the  bad  blood.  IBM's  in- 
il  software  efforts  were  so  disorga- 
l  and  ineffective,  Gates  surmised, 
he  might  just  persuade  Cannavino  to 
again  embrace  key  Microsoft  prod- 
including  Windows, 
the  last  minute,  Cannavino  can- 
.  But  the  meeting  might  not  have 
as  Gates  planned  anyway.  What  he 
t  know  was  that  after  months  of 
searching,  IBM  is  set  to  embark  on  a 
bid  for  the  desktop  software  market 
Microsoft  now  dominates.  The  deci- 
sprang  from  recommendations  of  a 
force  that  Gerstner  set  up  to  bench- 
IBM's  lagging  PC  .  


o. 

I 


software  business  against  Microsoft. 
Tellingly,  the  task  force,  one  of  several 
to  assess  IBM  units,  became  known  as 
the  "seminal  task  force,"  say  company 
insiders. 

The  team,  headed  by  John  M.  Thomp- 
son, an  IBM  senior  vice-president  and 
group  executive,  reported  to  Gerstner  in 
early  May  and  outlined  several  options. 
They  ranged  from  simply  giving  up  on 
the  critical  but  frustrating  PC-software 
market  to  "playing  to  win"— getting 
superaggressive  and  trying  to  unseat  Mi- 
crosoft. Gerstner's  choice:  a  modified  play- 
to-win  strategy  that  will  rely  on  inter- 
nal D3M  efforts,  the  help  of  partners,  and 
possibly  acquisitions  to  get  into  applica- 
tions software. 

The  cornerstone  of  the  PC  software  ef- 
fort—and for  shoring  up  IBM's  entire  soft- 
ware business— is  a  high-stakes  gamble 
on  what  the  company  is  calling  Work- 
place technology.  The  idea  is  to  consoli- 
date all  software  development  around  a 
common  "microkernel,"  a  form  of  soft- 
ware even  more  basic  than  an  operating 
system.  A  single  microkernel  would  be 


used  across  different  product  lines  and, 
with  the  addition  of  "personality"  soft- 
ware, would  mimic  existing  operating  sys- 
tems, say  the  OS/400  of  IBM's  AS/400 
minicomputers.  Workplace  would  also  in- 
clude a  common  graphical  interface  and  a 
shared  set  of  object-oriented  program- 
ming languages. 

The  Workplace  strategy  makes  a  full- 
scale  rapprochement  with  Microsoft  un- 
likely. Indeed,  it  reflects  an  opposite  im- 
pulse: Gerstner's  urge  to  create  a  more 
cohesive  IBM  that  reintegrates  nearly  au- 
tonomous business  units  and  encourages 
them  to  rely  more  on  IBM  technology.  He 
has  already  brought  the  renegade  IBM  PC 
Co.  back  into  the  fold.  And  he  has  pushed 
all  IBM  units  to  build  new  designs  around 
the  PowerPC  chip  and  send  them  out  the 
door  with  more  B3M  software. 
duplications.  Gerstner's  long-range  strat- 
egy is  now  crystallizing:  Up  and  down 
the  line,  he  wants  IBM  to  standardize  on 
the  PowerPC  as  basic  hardware  and 
Workplace  as  the  core  software.  By  doing 
so,  IBM  may  solve  a  persistent  problem: 
eliminating  the  huge  incompatibilities 
across  its  product  lines.  To  that  end, 
Thompson  is  now  prepared  to  reallocate 
resources  from  IBM's  cash-cow  mainframe 
software  business  and  other  software  pro- 
jects to  Workplace. 

Right  off  the  bat,  sharing  Workplace 
technology  could  save  IBM  lots  of  money. 
Today,  IBM  creates  each  feature,  say  a 
file  system,  several  times— once  for  each 
operating  system.  That  duplication  con- 
tributes to  the  $1  billion  that  IBM,  by 
some  estimates,  spends  on  operating-sys- 
tems development  each  year.  And  the 
Workplace  strategy  could  give  the  com- 


IBM'S  PLAN  FOR  DEBUGGING  ITS 
SOFTWARE  STRATEGY 


olidate 
iting-system 
opment  around 
place  technology, 
i  includes  an 
rpose  "microkernel' 
an  be  adapted  for 
snt  machines 


y  Use  mainframe 

software  profits  to  fund 
new  PC  software 

^  Create  new  versions  of 
OS/2  for  low-end  and 
mobile  PCs,  as  well  as 
versions  for  powerful 
multiprocessor  computers 


^  Assemble  a  portfolio 
of  application  and 
development 
programs,  possibly 
through  acquisitions 

y  Expand  into  new  con- 
sumer markets,  includ- 
ing interactive  TV 


^  Continue  funding 
Taligent,  a  joint  venture 
with  Apple,  as  a  source 
of  technology  for  IBM's 
current  operating  sys- 
tems and,  ultimately,  a 
brand  new  software 
environment 
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pany  a  badly  needed,  coherent  software 
marketing  message. 

To  marshal  forces  behind  Workplace, 
IBM  on  May  27  was  expected  to  announce 
internally  a  major  reorganization  of  its 
software-development  groups.  Says  one 
executive:  "You  can  expect  to  see  the 
same  kind  of  focus  on  Workplace  as  we've 
put  on  the  System  300,"  the  mainframe 
architecture  that  fueled  more  than  two 
decades  of  enormous  profits  for  IBM. 

IBM  even  has  hopes  of  making  Work- 
place popular  with  other  computer  and 
software  makers.  The  company  is  offer- 
ing to  license  Workplace  technology  and 
says  it  has  some  nibbles.  Meanwhile,  it 
plans  to  ship  the  first  products  with  the 
Workplace  microkernel— test  copies 
of  OS/2  for  PowerPC:— in  June. 

While  Workplace 
makes  a  lot  of  sense,  it 
will  be  difficult  to  pull  off. 
"It  sounds  good  on  paper, 
but  let's  wait  and  see 
what  it  looks  like  in  the 
flesh,"  says  Stephen 
Smith,  a  PaineWebber 
Inc.  analyst.  First,  it  could 
be  years  before  IBM  can 
create  a  single  microker- 
nel that  works  on  every- 
thing from  PCs  to  main- 
frames. And  even  if  it 
can,  there  are  questions 
about  how  fast  the  result- 
ing programs  will  run.  In 
the  meantime,  IBM  could 
lose  vast  chunks  of  its  $11  billion  soft- 
ware empire,  still  tied  largely  to  main- 
frames. With  mainframe  sales  declining, 
"those  revenues  are  at  risk,"  says  Smith. 
JUMPING  SHIP.  The  idea  of  getting  the  PC 
industry  to  embrace  Workplace  also 
might  be  a  bit  of  a  stretch.  Ever  since  it 
handed  over  the  PC  operating  system  to 
then-partner  Microsoft  in  1980,  IBM  has 
been  in  a  catch-up  mode.  In  recent  years, 
Microsoft's  Windows  has  sold  50  million 
copies,  compared  with  5  million  for  IBM's 
OS/2.  And  Microsoft  is  tenaciously  go- 
ing after  the  market  for  server  operating 
systems,  software  that  allows  powerful 
PCs  to  serve  up  programs  and  data  to 
networks  of  desktops.  OS/2  has  its 
firmest  foothold  in  servers,  and  Mi- 
crosoft's Windows  NT  has  not  been  a  big 
hit.  But  industry  watchers  expect  NT  to 
catch  on  eventually,  perhaps  beginning 
with  an  update  due  later  this  year. 

In  the  near  term,  IBM  plans  to  counter 
with  new  versions  of  OS/2.  Some  will  be 
scaled-down  versions  for  portable  PCs  and 
for  buyers  who  don't  need  all  the  bells 
and  whistles.  One  will  be  aimed  at  large- 
scale  servers,  including  parallel  processing 
machines  using  many  microprocessors. 

None,  however,  will  solve  OS/2's 


biggest  handicap:  There  aren't  many  ap- 
plications programs,  such  as  word  pro- 
cessors and  databases,  that  work  with 
OS/2.  Without  them,  few  customers  will 
ever  discover  the  nifty  features,  such  as 
pen  and  speech  input,  that  are  built  into 
the  operating  system.  "We  need  to  show 
the  end  user  the  value  of  the  plumbing," 
says  Leland  Reiswig,  president  of  IBM's 
Personal  Software  Products  Div.  The  lack 
of  applications  has  led  some  key  cus- 
tomers to  jump  ship.  Sears,  Roebuck  & 
Co.,  one  of  IBM's  biggest  accounts,  had 
been  a  big  OS/2  user.  Now  it  plans  to 
switch  all  of  the  5,000  OS/2  computers  in 
its  merchandising  unit  to  Windows  start- 
ing this  summer. 

To  get  the  applications  it  needs,  IBM  is 
rolling  its  own.  The  company's  Software 


IBM  SOFTWARE:  AN  $11  BILLION  PIE 


IBM'S  1993  SOFTWARE  REVENUES 


MAINFRAMES 


PCs  AND 
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DATA  COMPANY  REPORTS,  PAINEWEBBER  INC 


Solutions  Div.,  run  by  Steven  A.  Mills,  in 
the  past  year  has  come  out  with  a  half- 
dozen  groupware  applications— such  as 
Ultimail,  a  multimedia  mail  program, 
Time  &  Place/2,  a  scheduling  program 
for  groups,  and  Visual  Age,  for  building 
client/server  programs.  IBM  also  plans  a 
database  to  compete  with  Microsoft's  Ac- 
cess and  FoxPro  databases. 

Partners  can  help,  too.  IBM  is  expected 
to  seek  more  allies,  such  as  Lotus  Devel- 
opment Corp.,  which  sells  versions  of  its 
popular  Notes  groupware  and  SmartSuite 
office  programs  for  OS/2.  And  Mills  says 
IBM  is  not  ruling  out  acquisitions.  He 
won't  comment  on  specifics,  but  the  com- 
pany is  believed  to  have  Borland  Inter- 
national Inc.  on  a  list  of  possible  targets. 

Another  new  effort  is  aimed  at  con- 
sumers. In  a  software  store  you  have  to 
look  pretty  hard  to  find  OS/2,  much  less 
applications  for  it.  "Customers  turn  to  us 


Getting  the  PC  industry  to 
embrace  Workplace  might 
be  a  bit  of  a  stretch 


to  knit  their  departments  together,  buon 
one-by-one  sales,"  IBM  has  less  prese:e. 
says  Mills.  So  IBM  is  gearing  up  for  aug 
push  into  stores,  he  says.  And  by  ip 
year,  psp  hopes  to  have  hot  new  p<d- 
ucts,  such  as  software  for  interact  ive 
For  now,  IBM's  decision  to  focus  i 
Workplace  raises  questions  about  oe: 
efforts.  The  fate  of  Aix,  IBM's  versio 
Unix,  is  now  up  in  the  air.  No  aix  " 
sonality"  is  planned  for  the  Workp 
microkernel.  Another  unknown:  the  lie 
of  Taligent,  IBM's  pricey  joint  venjre 
with  Apple  Computer  Inc.  Taligent's  ete- 
rnal mission  was  to  create  a  new  obft- 
oriented  software  environment  for  i!d- 
1995.  Now,  IBM  plans  to  add  bits  of  he 
Taligent  technology  to  programs  ih: 
as  OS/2  and  create  a  Taligent  "persojli- 
ty"   on   the  Workppe 
microkernel. 
late  hour.  But  Talijfltl 
is  late  for  a  critical  ;M 
deadline:  The  compi m 
maker  plans  to  relea:  a  j 
version  of  OS/2  baseons 
the  Workplace  micro  r-j 
nel  in  early  1995  id  t 
wants  to  include  some  li- ! 
igent  object-oriented  ch 
gramming.  Taligent  im 
it  won't  be  ready.  "If/e 
miss  that  window,  v'd 
have  to  question  the  rli 
gent  investment,"  Hi 
one  IBM  exec.  The  ansy 
could  be  painful:  IBM  si 
ordered  sharp  cuts  at  Kaleida  Labs,ts 
unproductive  multimedia  software  \n- 
ture  with  Apple. 

Ultimately,  IBM's  biggest  problos 
come  back  to  Microsoft.  By  yearendit 
plans  to  ship  Chicago,  a  major  updatof 
Windows.  OS/2  runs  current  Wind  's 
applications.  But  because  its  technolce- 
sharing  agreement  with  Microsoft  exp  >d 
last  September,  IBM  must  do  its  own  o 
gramming  to  make  OS/2  compatible  \  I 
Chicago.  What's  more,  Chicago  will  np  ' 
fy  many  of  the  advantages  OS/2  i« 
has.  Says  Rick  Sherlund,  an  analyst  vffl 
Goldman,  Sachs  &  Co.:  "When  Chief 
ships,  OS/2  becomes  superfluous." 

Despite  Gerstner's  continuing  effos, 
some  factions  within  IBM  would  agie 
The  IBM  PC  Co.,  for  example,  ships  3 
lions  of  copies  of  Windows— and  relat  $ 
ly  few  copies  of  OS/2.  "Some  groups 
putting  more  resources  into  support 
Microsoft  than  IBM,"  grouses  one  de  l 
opment  manager.  "Now,  Gerstner  is  | 
ing  to  say:  'Meet  IBM's  goals,  not  | 
your  own.'"  But  if  IBM's  top  goal  is  selig 
what  the  market  wants  and  quicjj 
restoring  profits,  maybe  Bill  Gates  W 
find  a  receptive  ear  after  all. 

By  Amy  Cortese  in  New  m 


112  BUSINESS  WEEK/JUNE  6,  1994 


INFORMATION  PROCftN 


To  build  the  country's  best 
educated  work  force,  you 
lave  to  start  at  the  beginning. 


f  you  want  to  compete  in  the  21st 
ltury,  you're  going  to  have  to 
>w  the  language.  And  the  language 
n't  always  be  English. 
[Tiat's  why  the  public  school  system 
Fairfax  County  offers  language 
version  programs  in  Japanese, 
mish  and  French.  The  goal  is  to 
|  ke  students  fluent  by  junior  high. 
1  by  adulthood,  more  competi- 
I  in  world  trade. 

■orward  thinking  programs  like 
se  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best.  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 


r 


Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 
Name  

Title   

Company  

iddress  

City  

Zip  


State 


Plume 


Fairfaa  County  Economic  Development  tutkority 
sum  limine  Boulevard,  Suite  450,  I  ienna,  I  irginia  221*2  I 
^Telephone  703-790-0600,  /•«.;■  7<H-X</)-l26<>  »W7  ' 


1  airfax  County,  Virginia.  The  21st  Century  Is  Here. 
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MAKING  THE  MIDDLEMAN 
AN  ENDANGERED  SPECIES 


Massive  computer  networks  are  shaking  up  long-standing  power  relationships 


You've  cracked  your  windshield 
and  you  need  it  replaced.  So  you 
call  the  800  number  on  your  in- 
surance policy  to  make  a  claim.  You  may 
not  realize  it,  but  that  call  is  likely  to 
connect  you  to  one  of  several  networks 
of  glass  installers,  which  are  connected 
by  computer  to  your  insurance  company. 
This  electronic  connection  saves  you 
time  and  your  insurer  big  bucks  because 
now  it  doesn't  have  to  cut  a  separate 
check  for  every  claim;  it  can  pay  hun- 
dreds at  a  time.  The  only  party  that 
doesn't  benefit  may  be  the  local  auto- 
glass  shop:  If  it  isn't  part  of  such  a  net- 
work, it  stands  to  lose  a  major  chunk  of 
business— and  find  its  profit  margins 
eroding  because  the  insurers'  buying 
clout  has  driven  prevailing  prices  down. 

Auto  glass  is  only  one  of  dozens  of 
businesses  where  computers  and  com- 
munications networks  are  changing  long- 
standing supplier-buyer  relationships. 
By  linking  suppliers  and  consumers 
more  directly,  computers  can  help  elim- 
inate intermediaries,  collapse  inefficient 
supply  chains,  and  send  business  direct- 
ly to  predesignated  "preferred  provid- 
ers." Indeed,  that  is  what's 
happening  in  health 
care.  Today's  managed- 
care  networks,  and  the 
Clinton  Administration's 
proposed  regional  buy- 
ing co-ops,  could  radical- 
ly rearrange  how  pa- 
tients, doctors,  hospitals, 
and  insurance  companies 
relate— and  how  much 
each  gains  from  its  deal- 
ings with  the  others. 
up  in  arms.  Such  power 
can  be  upsetting,  if  not  downright  life- 
threatening,  to  established  players.  The 
glass  networks,  which  began  with  a  1990 
project  by  the  Globe  Glass  &  Mirror 
Co.  chain  lor  Allstate  Corp.,  have  hun- 
dreds of  small  shops  in  the  $2..'3  billion 
replacement-glass  business  up  in  arms. 
"What  was  good  business  for  Globe 
turned  out  to  be  a  nightmare  for  the 
small  independent  glass-shop  owner," 
notes  Philip  J.  James,  president  of  the 
National  Glass  Assn. 

Independent   auto-glass  suppliers, 


which  have  either  been 
excluded  from  or  chosen 
not  to  participate  in  the 
insurers'  networks,  have 
banded  together  to 
push  legislation  to  out- 
law compulsory  use  of 
preferred  providers.  They  argue  that 
insurance  companies  should  not  be  al- 
lowed to  tell  policyholders  where  to  get 
service.  "Our  biggest  problem  is  we're 
being  denied  access  to  the  insurance 
market,"  declares  Ken  Custer,  a  Minne- 
apolis glass  installer  who  also  publishes 
an  industry  newsletter.  Laws  protect- 
ing the  independents  are  on  the  books  in 
two  dozen  states,  including  South  Dako- 
ta, but  most  have  had  no  bite.  Allstate 
has  sued  to  have  the  South  Dakota  law 
thrown  out. 

Information  technology  has  hit  the 


compact-disk  industry  in  a  differeifl 
equally  momentous  way.  In  19 
Hartsdale  (N.Y.)  startup  called 
Scan  Inc.  began  tracking  CD  sales 
tronically  at  checkout  counters.  Its 
now  covering  14,0(XJ  stores,  was  th<H 
truly  accurate  accounting  of  actual  m 
For  decades,  merchandise  buyers,* 
stations,  and  consumers  gauged  til 
was  hot  and  what  wasn't  by  BUM 
magazine's  weekly  surveys.  But  itsp 
ings,  compiled  from  phone  inter|efr 
with  store  owners,  were  subject  tjtfi 
tortions,  including  attempts  by  iwt 
companies  to  influence  results* 
sales— by  offering  participants  free  |» 
trinkets,  and  trips.  Billboard  Char  i 
rector  Michael  Ellis  says  inaccujC 
sprang  more  from  haphazard  repij 
by  stores  than  from  influence  ped^ 
Now,  Billboard  and  the  rest 
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rd  business  are  relying  on  Sound- 
I  and  accurate  data  are  having  a 
irful  effect.  One  of  the  most  striking 
iveries  has  been  that  country  music 
r  more  popular  than  many  record 
utives  had  assumed.  As  a  result, 
re  promoting  country  singers  much 
>  heavily.  Another  change:  Small 
abels,  such  as  Priority  Records  that 
never  match  the  marketing  spend- 
f  bigger  brethren  now  can  get  rack 
?  because  the  SoundScan  numbers 
3  the  demand  is  there. 


short,  instant  access 
curate  data  "totally 
ed  the  industry  from 
h  industry  to  a  pull 
<ry,"  says  John  H. 
aduke,  chairman  of 
;rn  Merchandisers, 
supplies  1,000  Wal- 
and  owns  Hastings 
•Music «Video,  a  92- 
chain.  "The  labels 
'un  the  business;  the 
are  running  after  the  business." 
!  prime  example  of  how,  as  Glover 
son,  director  of  research  at  Ander- 
|  msulting,  puts  it,  information  tech- 
can  "help  make  marketplaces  oper- 
oser  to  how  classical  economic 
j  says  they  should"— by  giving  play- 
tter  information  upon  which  to  act. 
!  change  has  actually  been  good 


for  the  record  giants,  too.  They  have 
been  able  to  slash  their  return  rates, 
and  they  no  longer  have  to  load  up  re- 
tailers with  discounted  disks.  "We  never 
truly  knew  what  sales  were  at  the  coun- 
ter," notes  Lou  Mann,  senior  vice-presi- 
dent for  sales  and  distribution  at  Capitol 
Records  Inc.  "We  probably  continued  to 
spend  on  a  record  two,  three,  four 
weeks  after  we  should  have."  Even  if 
the  big  labels  have  lost  a  little  clout, 
their  profits  have  been  helped. 

Just  collecting  data  is  only  part  of 
the  new  power  equation,  though.  Super- 
markets, for  example,  have  been  cap- 
turing scanner  data  for  years.  But  it 
has  been  mass-merchandising  chains  that 
figured  out  how  to  use  such  data  most 
effectively.  Between  1985  and  1992,  notes 
J.  Mark  Harran,  a  senior  vice-president 
at  Kraft  General  Foods  Inc.,  outlets  such 
as  club  stores,  mass  merchandisers,  and 
deep-discount  drug  chains  took  seven  to 
eight  points  of  food  sales  away  from  tra- 
ditional supermarkets— a  massive  shift 
in  such  a  slow-growth  business. 

A  major  edge  was  information,  and 
Wal-Mart  Stores  Inc.  was  the  trendset- 
ter, using  computers  to  take  the  guess- 
work out  of  wholesale  buying,  slash  in- 
ventory cycles,  and  keep  popular  items 
in  stock.  Wal-Mart  turned  the  tables  on 
the  suppliers,  telling  them  what  products 
it  wanted,  where  and  when,  and  driving 
them  harder  than  ever  on  prices. 

Now,  supermarket  chains  are  hoping 
to  emulate  Wal-Mart's  efficiency.  Early 
last  year,  consulting  firm  Kurt  Salmon 
Associates  Inc.  released  a  study  con- 
cluding that  grocers  could  cut  their 


HOW  INFORMATION  TECHNOLOGY 
IS  CHANGING  THE  RULES 


M  A I  ^"1  As  consumers  make  more  airline 


and  hotel  reservations  themselves,  using  on-line  services,  they 
may  not  need  travel  agents  as  much. 


SPEEDIER  DECISION-MAKING 


_  Sifting  through  volumes  of  de- 
tailed sales  data,  retailers  and  grocery  chains  can  determine 
what's  selling  best,  and  to  whom,  almost  immediately. 


EQUAL  ACCESS  TO  DATA 


Accurate,  nonbiased  information 
about  recorded  music  sales  is  now  available  from  an  indepen 
dent  source  that  collects  data  from  14,000  retailers.  Now  the 
industry  knows  exactly  what  the  hit  songs  are. 


costs— and  prices— by  11%,  or  more  than 
$30  billion  a  year,  by  moving  toward 
paperless  links  with  their  suppliers.  The 
scheme,  dubbed  Efficient  Consumer  Re- 
sponse, would  mean  more  effective  mer- 
chandise assortments  and  store  promo- 
tions and  eventually  a  continuous 
replenishment  of  shelves  based  on 
what's  actually  sold  each  day. 


It  won't  be  an  easy  transition,  howev- 
er. The  big  players  in  the  grocery  busi- 
ness—particularly wholesalers— make 
much  of  their  money  by  stocking  up  on 
discount  merchandise  that  the  manufac- 
turers offer.  Fleming  Cos.,  for  instance,  a 
$13  billion  food  wholesaler,  makes  rough- 
ly a  third  of  its  profits  through  such  for- 
ward buying.  The  big  discount  deals 
would  be  cut  sharply  under  ECR.  And 
even  if  ECR  eventually  brings  Wal-Mart- 
like  efficiency,  nobody  wants  to  give  up 
today's  profits  first.  That's  a  major  rea- 
son why  progress  toward  this  much 
needed  streamlining  has  been  slow. 

New  information  networks  are  likely 
to  change  power  relationships  in  the  air- 
travel  market,  too.  While  travel  agents 
still  sell  about  four-fifths  of  all  U.  S.  tick- 
ets, it's  becoming  far  easier  for  consum- 
ers to  book  their  own  reservations  over 
the  phone  or  through  on-line  services 
such  as  Prodigy  and  CompuServe.  And 
airlines  are  eager  to  cut  huge  distribu- 
tion costs. 

boosting  THE  share.  "Technology  and 
the  information  highway  will  present 
travel  providers  with  more  realistic  op- 
tions and  techniques  for  selling  their 
products  and  services,"  declares  Jeffrey 
G.  Katz,  president  of  AMR  Corp.'s 
SABRE  Travel  Information  Network,  the 
marketing  arm  for  SABRE,  the  largest 
travel  reservation  system.  Those  meth- 
ods could  include  desktop  computers  and 
interactive  television  networks  to  allow 
consumers  to  book  flights,  hotels,  and 
even  entire  vacations  with  the  help  of 
software  that  mixes  full-motion  video, 
data,  and  sound. 

The  American  Society  of 
Travel  Agents  is  trying  to 
put  the  best  face  on  these 
developments.  The  group 
predicts  that,  rather  than 
eating  into  agency  busi- 
ness, the  new  technologies 
will  increase  agents'  effi- 
ciency with  customers  and 
boost  the  share  of  tickets 
sold  through  agents.  But 
Nicholas  A.  Athanasiou, 
senior  consultant  at  Arthur 
D.  Little,  predicts  that  by 
the  end  of  the  decade  inter- 
active systems  could  canni- 
balize 20%  to  30%  of  agen- 
cy sales.  "Agents  have  to 
find  ways  to  add  value  in 
this  new  electronic  environ- 
he  says. 

agents  have  time  to  prepare 
But  as  diverse  indus- 


ment. 

Travel 
for  such  changes, 
tries  from  glass  repair  to  recorded  music 
are  finding,  the  rules  of  the  road  can 
be  transformed  overnight  when  technol- 
ogy makes  a  wide  turn. 

By  Zachary  Schiller  in  Cleveland,  with 
Wendy  Zellner  in  Dallas 
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NEXT  QUARTER'S  PROJECTIONS. 

You  want  the  ideal  color  printer.  The  one  that  will  help  you  turn  mission-critical  presentations 
into  missions  accomplished. 

You  want  the  KODAK  CotOR EASE  PS  Printer.  The  PC  Editor's  Choice  award-winner  that 
comes  fully  loaded  with  all  you  need  to  output  persuasive  and  powerful  overhead  transparen- 
cies and  prints.  Easily,  and  in  no  time  at  all. 

We're  talking  complete  compatibility  with  your  Macintosh  Computer  or  Windows 
Software.  True  Adobe  PostScript"  Level  2  Language  built  in.  A  plug-in  module  rfm 
for  Adobe  Photoshop  Software.  Optional  Ethernet  capabilities.  And  a  one-year,  postscript 
on-site  manufacturer's  warranty. 

Not  to  mention  over  76  million  colors,  superb  resolution,  and  UltraColor  Software 
from  Kodak,  which  gives  you  great  color  the  first  time.  And  every  time.  All  from 
your  desktop.  At  a  price  you  can  afford. 

Call  800  344-0006  (800  465-6325  in  Canada)  today  for  a  free 
output  sample  and  dealer  information.  Never  before  has  a  color  printer 
been  able  to  do  so  much,  so  fast.  For  so  little. 


1994  &  Comma  Kodak  Company  1994  ki*Ul>  Mui  (.<Airt.iv  -ire  iMdem^rk.%<>t  [^im^n  kiwl^k  fomiwnv  M*oniush  \sa  iMdfmnwk 
a  trademark  dI  Mi<  rnsnti  (  nrp  All.      AiMw  Photoshop  PostS<  njit  *nt\  ihp  H.^rSi  rjpi  lymboJ  .»"■  trademarks  of  Adobe  Systems,  Int 


velopments  to  Watc 


BY  RUTH  COXETER 


UN  FILM  CAN  WRING 
m  FROM  THE  SUN 


Jacques  E.  Ludman, 
president  of  North- 
east Photosciences  Inc. 
in  Hollis,  N.  H.,  wasn't 
looking  for  cheap  solar 
energy.  His  goal  was  to 
lighten  the  load  of  solar- 
power  systems  in  space. 
The  secret  to  efficient 
solar  power  is  well- 
known:  Focus  the  sun's 
rays  and  split  them  up 
into  beams  of  individual 
colors,  so  that  each  beam 
hits  a  solar  cell  engi- 
for  that  particular  wavelength.  But  the  standard  meth- 
th  prisms  and  lenses— is  too  heavy  for  pound-conscious 
raft. 

judman  found  a  lightweight  solution:  a  thin  holograph- 
that  uses  diffraction  to  split  and  focus  sunlight.  Unfor- 
ly,  the  demise  of  Star  Wars  dried  up  much  of  Lud- 
potential  market.  But  when  government  and  university 
sts  explored  earthly  applications,  "we  found,  to  our 
surprise,  that  what  we  were  doing  was  capable— on 
-of  producing  electricity  at  5<f  to  6<f  a  kilowatt-hour," 
n  says.  That  could  make  solar  power  cost-competitive 
mventional  power  plants. 


ING  NOT  SO  SOON  TO  A  GALAXY 
I  YOU:  THE  QUANTUM  COMPUTER 


I  try  again.  That's  the  way  computers  crack  a  secret 
3.  Searching  through  billions  of  trillions  of  possible 
I  kes  so  long  that  codes  with  many  digits  are,  practical- 
|!  king,  unbreakable.  But  mathematician  Peter  W.  Shor  of 
\  ell  Laboratories  has  conceived  of  a  shortcut:  If  at  first 
j  n't  succeed,  go  quantum.  Shor  envisions  a  computer 
I  «  the  rules  of  quantum  physics.  In  the  quantum  world, 
§  3  photon  exists  in  many  places  at  the  same  time.  In 
i  computer,  many  different  computational  paths  would  ex- 
I  le  same  time.  The  interference  of  those  paths  with  each 
i\  /ould  filter  out  the  answer  almost  instantaneously. 
I  i  go  shopping  for  a  quantum  computer  at  Circuit  City. 
U  work  still  is  just  a  theory,  building  on  earlier  work  by 
i  :holars  as  David  Deutsch  of  Oxford  University  and 
I  V.  Vazirani  of  the  University  of  California  at  Berkeley. 
1  lor:  "The  real  challenge  would  be  getting  the  quantum 
I  ical  behavior  working  with  enough  precision  to  allow 
h  compute  things  accurately."  And  when  might  that  be? 
j  s  order  of  decades,  I  expect." 


I  ING  STROKE  PATIENTS' 
t  N  CELLS  TO  SURVIVE 


dmizing  brain  damage  after  a  stroke  depends  on  pre- 
snting  the  death  of  brain  cells.  As  cells  die,  they  re- 
chemical  called  glutamate,  which  overexcites  neighbor- 
|  causing  them  to  degrade  and  release  more  glutamate, 
ng  an  ever-widening  circle  of  brain-cell  death. 


Several  types  of  chemicals  stop  the  ripple  effect  by  binding 
to  a  group  of  receptors  called  the  NMDA  complex.  But  they  can 
cause  side  effects  such  as  delirium  and  aggressive  behavior.  In 
animal  studies,  however,  one  of  these  compounds  called  glys- 
tasins  inhibited  the  death  of  brain  cells  without  side  effects. 
This  May,  CoSensys  Inc.  of  Irvine,  Calif.,  and  Ciba-Geigy  Ltd. 
signed  a  pact  to  develop  the  CoSensys  glystasin  compound 
Acea  1021.  Trials  to  evaluate  the  drug's  safety  and  side  effects 
in  stroke  victims  are  scheduled  to  begin  in  six  months. 


A  SEARCH-AND-ALERT  COMBO 
COULD  HOME  IN  ON  CANCER  CELLS 


When  surgeons  remove  tumors,  they  often  leave  behind 
cancer  cells  that  can  grow  and  spread.  To  help  round  up 
such  stragglers,  Neoprobe  Corp.,  a  biomedical  company  in 
Dublin,  Ohio,  is  testing  a  technique  called  radioimmunoguided 
surgery  (RIGS)  on  patients  with  colorectal,  ovarian,  breast, 
and  prostate  tumors. 

The  brainchild  of  two  scientists  at  Ohio  State  University, 
RIGS  combines  a  cancer-specific  antibody  with  1-125,  a  low-en- 
ergy radioactive  isotope  of  iodine.  The  compound  sticks  to  can- 
cer cells  and  alerts  surgeons  to  their  presence  when  the  oper- 
ating site  is  scanned  by  a  gamma-ray  probe.  Neoprobe  says 
the  new  treatment  has  translated  into  longer  survival  times  in 
the  1,500  patients  tested. 

Neoprobe  is  using  the  same  radioactive  antibodies  in  pa- 
tients with  metastatic  colorectal  or  pancreatic  cancer  to  har- 
vest CD4+  lymphocytes,  helper  cells  that  rally  the  body's  im- 
mune system  to  fight  invaders.  In  such  cases,  surgeons  remove 
lymph  nodes  that  have  been  infiltrated  by  cancer  cells.  Then 
the  lymphocytes  are  isolated,  grown  in  great  numbers,  and  in- 
jected back  into  the  patient  within  10  days.  Neoprobe's  gam- 
ma-ray probe  has  been  approved  by  the  Food  &  Drug  Admin- 
istration. Next  year,  the  company  hopes  to  seek  approval  for 
the  marker  compound  for  use  in  fighting  colorectal  cancer. 


PLANT  CELLS  THAT  CAN  PLUCK 
POLLUTANTS  FROM  LIQUID 


Talk  about  green  tech- 
nology. Paul  Jackson, 
a  microbiologist  at  Los 
Alamos  National  Labora- 
tory, is  using  plant  cells 
to  purify  liquids  contam- 
inated with  heavy  met- 
als, such  as  barium  and 
uranium,  and  with  the 
residue  of  explosives 
such  as  TNT. 

Jackson  runs  contami- 
nated liquid  through  a 
silica-based  powder  con- 
taining cells  from  citrus, 
corn,  jimsonweed,  and  other  plants.  Since  certain  plants  take 
up  some  minerals  better  than  others,  the  mixture  of  cells  is 
tailored  to  the  contaminants.  Like  molecular  claws,  micro- 
scopic hooks  located  on  the  outside  of  the  plant  cells  snatch 
toxins  from  the  liquid.  Jackson  says  lab  studies  show  that  con- 
taminant levels  are  reduced  to  below  federal  standards  at  a 
rate  of  a  gallon  every  three  minutes.  Acids  strip  metals  from 
the  sand  and  concentrate  them  in  commercial  quantities.  Sev- 
eral chemical  companies  are  interested  in  the  technology, 
Jackson  says. 
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INVESTIGATIONS  I 


WHEN  THE  COMPANY 
BECOMES  A  COP 


Full  cooperation  with  prosecutors  raises  questions  about  employees'  legal  rights 


F 


or  some  companies,  fac- 
ing charges  of  criminal 
misconduct  is  tantamount 
to  a  death  sentence.  Federal 
indictments  undid  the  likes  of 
E.  F.  Hutton  &  Co.  and  Drexel 
Burnham  Lambert  Inc.  But 
when  Salomon  Brothers  Inc. 
was  caught  in  a  Treasury  auc- 
tion and  government  secur- 
ities scandal  in  1992,  it 
emerged  from  the  ordeal  vir- 
tually intact.  The  difference: 
Hutton  and  Drexel  battled 
prosecutors;  Salomon  courted 
them. 

Salomon  learned  a  valuable 
lesson  in  how  to  avoid  getting 
indicted.  The  firm  gave  the 
government  unrestricted  ac- 
cess to  virtually  everything— 
company  documents  and  mem- 
os, copies  of  its  internal 
investigation,  and  employees 
for  interviews.  Salomon  even 
agreed  to  waive  the  coveted 
attorney-client  privilege,  a  le- 
gal tool  that  protects  the 
rights  of  individuals  and  busi- 
nesses, just  to  prove  how 
committed  it  was  to  becoming 
a  model  corporate  citizen.  "Sal- 
omon set  the  standard  for 
cooperation,"  says  John  K. 
Carroll,  a  former  prosecutor 
in  the  Salomon  case,  now  a 
defense  lawyer  in  New  York. 
"To  be  an  A-plus  cooperator 
includes  waiving  the  privilege." 
NO  CHOICE.  The  strategy  worked,  and 
since  then  dozens  of  companies  have  cho- 
sen the  same  course— most  recently,  Kid- 
der, Peabody  &  Co.  Within  days  of  un- 
covering a  scheme  allegedly  involving 
phantom  trades  in  its  government  bonds 
department,  Kidder  announced  in  April 
that  the  firm  would  cooperate  fully  with 
regulators  and  investigators.  Kidder  fur- 
ther noted  that  it  had  hired  Wall  Street 
troubleshooter  Gary  G.  Lynch  to  con- 
duct a  comprehensive  internal  inquiry 
into  what  went  wrong.  That  inquiry,  ex- 
pected to  be  completed  in  late  June,  is 
likely  to  become  as  much  a  piece  of  the 


government's  case  as  it  is  a  part  of  the 
company's  in-house  record.  "I  don't  think 
we  have  much  of  a  choice  in  this  situa- 
tion," says  Kidder's  General  Counsel  John 
M.  Liftin.  "The  way  to  convince  the  gov- 
ernment that  we  really  [want  to  cooper- 
ate] is  to  be  open  with  them  and  let 
them  see  everything  we  see." 

But  allowing  such  unhampered— and 
once  unheard-of— access,  say  critics, 
comes  at  a  high  price.  When  companies 
become  cops,  employees  increasingly 
mistrust  their  own  management.  That 
impedes  a  company's  ability  to  get  to 
the  bottom  of  alleged  misconduct:  Em- 
ployees withhold  vital  information  be- 


cause they  believe  thai 
company  will  sacrifice  t]  I 
save  itself.  "The  motival 
those  who  would  othf 
fess  up  is  completely 
ished  by  the  likelihoo 
their  information  will  b<| 
available  to  governmeil 
cials,"  says  David  M.  Bil 
a  New  York  lawyer  wl 
resents  Kidder  emplojj 
the  current  probe. 

Critics  contend  th 
most  dangerous  byproti 
the  assault  on  the  attl 
client  privilege  and  otl 
gal  protections  is  that  il 
the  government  too  mul 
trol  over  routine  comp^ 
fairs,  such  as  keeping 
employees.  "Do  you 
corporation  setting  the 
and  legal  standards 
business,  or  do  you 
live  in  a  society  wh 
government  solely  det 
what's  right  and 
wrong?"  asks  Paul  R. 
New  York  defense  lawjr. 

Perhaps  the  most  m 
example  of  just  how  fern 
panies  are  willing  to  gclfl 
pease  prosecutors  irsh 
Prudential  Securities1!! 
which  is  currently  undecr 
inal  investigation  in  Nel?; 
for  allegedly  defrauding 
tors  out  of  millions  of  i|| 
Contrary  to  the  practice  of  most  ■ 
nies,  Prudential  won't  advance  I 
to  current  or  former  employees  tjfl 
legal  bills  if  they  assert  th« 
Amendment  against  self-incrimin^ 
otherwise  refuse  to  cooperate 
government,  say  lawyers  famili| 
the  case. 

Lee  Spencer,  Prudential's  actii 
oral  counsel,  says  the  company  is 
ating  with  prosecutors.  And  in 
the  corporation's  interests  muso 
first.  "We  have  been  very  strong 
our  desire  that  employees  andwj 
one  associated  with  us  cooperati  ■ 
Spencer.  "We  reserve  the  right 
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35,000  feet,  China  Airlines 
is  playing  your  song 


The  soft  strains  of  Tchaikovsky's  Romeo 
and  Juliet  are  just  one  of  the  many 
listening  pleasures  you  will  find  among  the 
varied  selection  of  entertainment  offered  by 
China  Airlines.  Treasuring  each  encounter 
with  you,  it  wants  your  journey  to  be  a 
memorable  one.  On  every  flight,  China 
Airlines'  young  and  energetic  cabin 
attendants  and  skilled  and  seasoned  pilots 
perform  as  a  well-rehearsed  team, 
orchestrating  a  quality  of  service  to  meet 
your  every  expectation. 

That  is  only  fitting  for  China  Airlines,  one  of 


the  world's  fastest  growing  air  carriers, 
hailing  from  Taiwan,  one  of  the  world's 
fastest  growing  economies. 

To  experience  the  utmost  in  inflight 
service,  let  China  Airlines  take  you  on  your 
next  journey  on  the  world  stage. 


We  treasure  each  encounter 


CHINA  AIRLINES 

TAIPEI.  TAIWAN.  ROC 


If  you  think  the  buildings  are  big  in  New  York. 


Wait  until  you  see  the  size  of  a  Manhattan  East  suite, 


At  Manhattan  East  Suite  Hotels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 
plenty  of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kitcr.i 
or  simply  relaxing  -  all  for  the  price  of  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  staf. 
room  service  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fin 
restaurants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  distir- 
tive  locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express®  Card  amif 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservatic, 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day.* 
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H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelburne  Murray  Hill,  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York.™ 
For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 

'Please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  for  the  first  night. 

©  Manhattan  East  Suite  Hotels 
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[withholding  legal  fees]  in  light  of 
son's  cooperation."  Prudential  may 
,e  to  cover  these  employees  when 
lquiry  is  completed, 
r  its  part,  regulators  and  prosecu- 
say  complaints  about  them  over- 
ing  their  authority  are  exaggerat- 
'hey  note  that  companies  as  well 
jividuals  should  understand  that 
ooperation  is  in  ev- 
idy's  interest— not 
the  government's— 
■ularly  when  consu- 

have  been  victi- 
.  "What  cooperation 
is  enable  us  to  find 

there  is  a  way  to 
back  or  diminish  a 
ty,"   says  Richard 
ir,  head  of  the  Se- 
»s  &  Exchange  Com- 
>n's  New  York  office, 
n  we  have  to  fight  tooth  and  nail 
erything,  there  isn't  any  incentive 
r  part  to  be  lenient." 
i  behavior.  And  far  from  inhibit- 

corporation's  ability  to  discover 
Dial  internal  problems,  Walker  and 
>  say  that  giving  companies  a  tan- 
incentive  to  police  themselves  has 
ily  improved  corporate  behavior. 


"I  don't  think  [companies]  cooperating 
with  the  government  necessarily  means 
that  witnesses  are  going  to  clam  up 
and  be  more  difficult,"  says  Howard  E. 
Heiss,  chief  of  the  securities  and  com- 
modities fraud  unit  in  the  U.  S.  Attor- 
ney's office  for  New  York's  Southern 
District.  "Cooperating  with  the  gov- 
ernment enhances  corporate  respon- 


MAKING  NICE  WITH  THE  FEDS 


To  avoid  indictment  or  other  serious  penalties,  companies 
should  consider  the  following  steps: 

Promptly  volunteer  information  about  internal  problems 
rather  than  wait  for  the  government  to  uncover  them 
^  Provide  access  to  company  documents  and  investigations 
Allow  prosecutors  and  regulators  to  interview  employees 
When  necessary,  waive  the  attorney-client  privilege 


sibility  and  compliance  with  the  law." 

The  positions  that  the  government  is 
taking  these  days  are  mirrored  in  the 
federal  sentencing  guidelines  applied  to 
corporations.  They  make  it  clear  that 
judges  can  increase  or  reduce  penalties 
based  on  how  forthcoming  companies 
have  been  during  investigations. 

For  the  most  part,  playing  ball  with 


the  government  does  pay  off.  In  the 
case  of  New  York-based  Sequa  Corp., 
prosecutors  declined  to  press  criminal 
charges  last  year  even  though  the  com- 
pany had  allegedly  performed  substan- 
dard repairs  on  airplanes'  engine  parts. 
Public  records  filed  by  Sequa  show  that 
it  voluntarily  cooperated  with  regula- 
tors and  paid  a  fine  to  settle  the  case. 

Arochem  International 
Inc.  also  escaped  indict- 
ment, although  the  com- 
pany is  now  defunct.  Aro- 
chem even  invited  FBI 
agents  to  interview  em- 
ployees on  company  prem- 
ises, says  Alan  M.  Cohen, 
a  New  York  lawyer  who 
worked  on  the  case. 

There  is  no  doubt  that 
the  blurring  of  lines  of  en- 
forcement between  the 
government  and  businesses  has  made 
life  more  difficult  for  many  troubled 
companies.  "It's  a  phenomenon  we  all 
have  to  live  with,"  says  Lynch.  "There's 
very  little  choice  but  to  conduct  an  in- 
vestigation." Ultimately,  if  the  result  is 
less  scandal  and  crime,  the  trade-off  is 
probably  worth  it. 

By  Linda  Himelstein  in  New  York 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


"Don't  take  chances. ..Get  the 
ultimate  protection:  Back-UPS 
fromAPC." 


PC  World 

Top  20 
Upgrade 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS'51  are  perfect  protection  fur  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


APC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
ire  safe!  


AMERICAN  POWER  CONVERSION 

800-800-4 APC,  dePU3 


Local  phone  and  fax  for;  Germany  •  Fax:  089.950.51 .66,  United  Kingdom  -  Fax:  81 .667.1947.  France  -  NoVert:  05.09.24.07 
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Investing 


NOW,  DIVIDEND  HUNTERS 
ARE  STALKING  REITS 


Given  the  severe  ups 
and  downs  of  real  es- 
tate investment  trusts 
over  the  past  two  decades,  it 
seems  incongruous  to  mention 
them  in  the  same  breath  as 
conservative  utility  stocks. 
But  with  higher  interest 
rates,  regulatory  prob- 
lems, and  competition 
threatening  the  gener- 
ous dividends  of  many 
utilities,  investors 
are  increasingly 
turning  to  high-yield- 
ing equity  REITs. 

REITs,  which  ac- 
quire and  operate 
apartment  buildings, 
office  complexes, 
and  other  commer- 
cial real  estate,  are 
currently  offering 
dividend  yields  of 
6%  to  9%.  An  over- 
load of  new  issues 
has  pushed  prices 
down  about  6%  from 
last  September's 
highs,  presenting 
some  attractive  buy- 
ing opportunities. 
And  equity  REITs 
have  generally  held 
up  better  than 
st neks:  Total  return 
this  year  was  5.18% 
through  the  end  of 
April,  compared  with 
2.42%  for  the  Stan- 
dard &  Poor's  500- 
stock  index. 
RESURGENCE.  REITs 
are  tax-free  corpora- 
tions that  pass  on  at 
least  95%  of  their  in- 
come to  sharehold- 
ers. But  they've  had  a  check- 
ered past:  Speculative  real 
estate  loans  caused  them  to 
blossom  and  then  crash  in 
the  1970s,  while  heavy  lever- 
age led  them  to  climb  and 
plunge  again  in  the  late 
1980s.  Yet  these  days,  they 


are  enjoying  a  resurgence  lie- 
cause  of  the  recovering  real 
estate  market,  which  has  al- 
lowed trusts  to  pick  up  good 
properties  on  the  cheap. 

The  darkest  cloud  on  the 
horizon  for  REITs  is  rising 
interest  rates,  which  increase 


capital  costs  tor  property 
owners  and  could  slow 
growth  prospects.  So  far, 
though,  REITs  have  shaken 
off  recent  rounds  of  Federal 
Reserve  rate  hikes.  "Interest 
rates  would  hurt  only  if  they 
rose  really  high,"  to,  say, 


around  9%,  says  Fred  (I 
principal  at  Boston-basf 
nobscot  Group,  an  ad 
institutional  investor 
good  news,  he  says,  is 
rates  are  rising  becau 
economy  is  impr 
some  REITs  in  certa 
tors  and  areas 
country,  such 
Southwest,  can 
rents.  Of  course! 
[  wouldn't  applj 

I  commercial  re 
H   tate  projects 

II  are  locked  int< 
term  leases 

[  segments  still 
ly  recovering. 
VESTED  INTERI 

choosing  a  RE 
vestment,  the 
I   critical  cone 
management, 
operators  shot 
S   experienced  nc 
|§    in  buying  anc 
H    ing  properties 
H   running  them, 
for  managt 
with  a  subst 
ownership  st 
I    10%  or  more 
someone's  got 
money   in  sic 
side  with  yours 
tends   to  min 
mistakes,"  says 
Sotter,  a  prii 
with  Chicago 
pra  Real  Estal 
curities  Fund. 

Sotter  and 
pros  say  inv( 
should  make 
there's  enough 
generated  by  ( 
tions  to  cover  dividend 
outs.  Because  REITs  pa; 
bulk  of  their  earnings 
shareholders,  operating 
flow— not  earnings 
share— is  the  most  imp< 
measure  of  a  REIT's  h 
Investors  should  also 
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of  highly  leveraged  RE- 
renerally,  debt  should  be 
ore  than  40%  of  stock- 
;\s'  equity.  Perhaps  more 
tant  is  the  kind  of  debt: 
-rate,  amortizing,  long- 
debt  is  preferable  to 
lorter-term,  floating-rate 
which  can  boost  cash 
and  lift  the  dividend 
but  leaves  a  REIT  vul- 
ile  to  a  rise  in  short- 
interest  rates, 
estors  should  also  ex- 
;  the  prospectus  and 
government  filings  to 
the  quality  of  assets 
ook  for  consistency  in 
ortfolio  by  geographic 
1  or  property  type.  Are 
roperties  located  in  an 
where  population  and 
re  increasing  and  rents 
3  raised?  Do  they  have 
occupancy  rates?  Are 
ases  long-term? 
ile  many  investors  buy 
stocks  for  their  current 
nd  yields,  they  should 
)ok  for  REITs  with  the 
ial  to  increase  yields  5% 
>  annually.  Those  are  of- 
"usts  that  are  adding 
iroperties  or  improving 
ig  ones,  which  should 
in  higher  rents,  and  in 
in  increase  in  cash  flow 
ividends.  The  National 
ation  of  Real  Estate  In- 
ent  Trusts  (202  785- 
offers  other  general  in- 
;ion  in  its  free  pamphlet 
ently  Asked  Questions 
REITs. 

for  value.  One  prom- 
REIT  sector  is  factory- 
centers.  Specializing  in 
acturer-run  stores  of- 
name-brand  merchan- 
t  deep  discounts,  these 
s  are  the  fastest-grow- 
gment  of  the  retail  in- 
f.  "Demand  is  being 
by  consumers  who  are 
g  for  value  and  are 
g  to  drive  30  to  40 
out  of  their  way  to  get 
/s  Samuel  Lieber,  man- 
of  Evergreen  Global 
Estate  Fund.  Yielding 
o  7%,  factory-outlet 
such  as  Horizon  Outlet 
re,  based  in  Muskegon, 
should  rack  up  20%- 
s  dividend  gains  over 
Jxt  two  years,  thanks 
7  developments,  expan- 


THE  PROS' 

CHOICES 

Name/Specialty 

Price*  Dividend 
yield 

Total  return* 

Year  to  date 

/*AMI\Ckl  DDADCDTV  TDIICT 

CAMDEN  PKUrtKI  I  IKUbl 

Apartment  buildings 

$24.25 

6.60% 

-2.20% 

/"UCICCA  Cfk  DCAITV 

CHcLbcA  OCA  KcALIT 

Factory  outlet  centers 

29.50 

6.24 

10.45 

DEBART0L0  REALTY 

Regional  malls 

14.75 

8.54 

NA" 

HORIZON  OUTLET  CENTERS 

Factory  outlet  centers 

25.50 

6.55 

12.69 

MANUFACTURED  HOME 
CQMMUNIilEb 

Mobile-home  parks 

43.00 

5.07 

1.27 

Regional  malls 

25.75 

7.38 

1  C  01 

SOUTHWESTERN  PROPERTY  TRUST 

Apartment  buildings 

13.00 

6.77 

4.71 

UNITED  DOMINION  REALTY  TRUST 

Apartment  buildings 

13.63 

5.14 

(1.79) 

'4/1 5/94  *  *Not  available;  REIT  went  public  in  late  April 

DATA:  REALTY  STOCK  REVIEW  DATABANK.  GREEN  STREET  ADVISORS;  PRA  Real  Estate  Securities  Eund; 
COHEN  S  STEERS,  PENOBSCOT  GROUP;  EVERGREEN  REAL  ESTATE  FUND 


sions,  and  lease  renewals  at 
higher  average  rental  rates, 
Lieber  says. 

How  well  factory-outlet 
centers  continue  to  fare  hing- 
es on  whether  they  can  stand 
up  to  competition  from  val- 
ue-conscious traditional  retail- 
ers. Potential  overbuilding  is 
another  issue.  New  develop- 
ment is  driving  the  growth 
in  this  sector,  which  current- 
ly includes  about  300  centers. 
An  additional  98  are  expect- 
ed to  come  on  line  by  the 
end  of  the  year,  according  to 


REITS  VS.  THE 
STOCK  MARKET 


YEAR-TO-DATE 


I  YEAR-Ti 


ONE  YEAR 


TOTAL  RETURN* 

EQUITY  REITS 
S&P  500 


THREE  YEARS' 


EIVE  YEARS'* 

0  3  6  9  12  15 
►  PERCENT  * AS  0F  APR  2'. 1994 

"AVERAGE  ANNUALIZED 
DATA:  NATIONAL  ASSOCIATION  Of  REAL  ESTATE  INVESTMENT  TRUSTS 


Value  Retail  News,  which 
tracks  this  industry.  "When 
the  development  opportunity 
goes  away,  investors  will 
have  to  be  ready  to  jump 
out,"  says  Barry  Vinocur,  ed- 
itor of  the  Realty  Stock  Re- 
view in  Shrewsbury,  N.J. 
The  current  thinking  is  that 
the  sector  has  perhaps  two 
to  three  years  of  heady 
growth  left. 

Another  hot  REIT  area 
with  strong  prospects  is  trail- 
er parks,  which  the  industry 
prefers  to  call  manufactured, 
or  mobile,  homes.  While  mo- 
bile homes  don't  offer  the  fat 
rents  enjoyed  by  office  build- 
ings or  apartment  complex- 
es, they  have  the  advantage 
of  low  vacancy  and  turnover 
rates.  An  average  manu- 
factured-home  community 
loses  4%  of  its  tenants  a 
year,  while  an  apartment 
complex  may  see  as  many  as 
half  of  its  residents  move  in 
a  year. 

That  means  a  reliable  cash 
flow  for  trailer-park  REITs. 
Investment  pros  are  particu- 
larly high  on  Chicago  finan- 
cier Samuel  Zell's  Manufac- 
tured Home  Communities, 
which  owns  50  high-quality, 
mostly  retiree  communities 


in  17  states,  pra's  Sotter  ex- 
pects Manufactured  to  in- 
crease its  dividend  8%  to  10% 
annually  as  cash  flow  gets  a 
boost  from  acquisitions  and 
rent  increases. 

Perhaps  the  biggest  benefi- 
ciary of  rent  increases  in  an 
improving  economy  will  be 
apartment  REITs,  particular- 
ly in  the  Southwest  and 
Southeast.  Construction 
stopped  earlier  in  these  mar- 
kets than  elsewhere  in  the 
country  after  the  oil  bust  hit 
in  the  mid-1980s. 

Now,  as  occupancy  rates 
edge  above  95%— thanks,  in 
part,  to  spectacular  popula- 
tion and  job  growth— rents 
are  rising  6%  to  10%  a  year, 
says  Penobscot's  Carr.  He 
recommends  Camden  Proper- 
ty Trust,  which  owns  devel- 
opments in  the  South.  He 
thinks  Camden  can  increase 
cash  flow  and  dividends  by 
at  least  15%  a  year. 
SHOP  CAREFULLY.  Not  every- 
one is  optimistic  about  apart- 
ment REITs.  "They're  trading 
at  a  big  premium  to  their 
underlying  asset  value,"  says 
Jon  Fosheim,  a  principal  at 
Green  Street  Advisors,  which 
counsels  institutional  inves- 
tors. "We  think  there's  evi- 
dence that  growth  is  slow- 
ing." Fosheim's  REIT  pick? 
DeBartolo  Realty  at  less  than 
$15  a  share.  He  figures  De- 
Bartolo, the  Youngstown 
(Ohio)  spin-off  of  Edward  J. 
DeBartolo  Corp.,  one  of  the 
nation's  largest  regional  mall 
owners  and  operators— has  an 
underlying  asset  value  of  $18 
a  share.  Although  the  coun- 
try is  pretty  much  saturated 
with  conventional  malls,  they 
should  benefit  from  the  revi- 
val of  department  stores  such 
as  J.  C.  Penney  and  Sears 
Roebuck,  says  Fosheim. 

The  riskiest  REIT  sector  is 
office  buildings.  Although  the 
market  has  bottomed  out,  of- 
fice buildings  will  see 
a  slow  recovery  because 
there  was  so  much  overbuild- 
ing during  the  1980s'  real  es- 
tate boom.  If  history  is  any 
guide,  proceed  carefully  in 
REITs,  especially  in  a  sector 
that  has  been  driven  by  ex- 
cessive optimism. 

Stephanie  Anderson  Forest 
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A  BOHEMIAN'S 
MEXICAN 
SILVER  LEGACY 


William  Spratling 
moved  to  Mexico 
in  the  late  1920s  to 
write  travel  books  and  raise 
hell,  just  like  his  old  room- 
mate in  New  Orleans  in  1926, 
William  Faulkner.  He  did 
both— and  even  claimed  to 
have  invented  the  margarita. 
His  real  legacy,  however,  was 
the  rebirth  of  silver-jewelry 
manufacture  in  Taxco,  south 
of  Mexico  City.  Spratling 
wasn't  a  silversmith,  but,  in- 
spired by  Art  Deco  and  an- 
cient Mexican  works,  he  de- 
signed hundreds  of  sterling 
silver  pieces,  some  with 
ebony,  pearls,  and  semipre- 
cious stones.  The  designs 
were  executed  by  as  many  as 
400  artisans  at  Taller  Sprat- 
ling, his  Taxco  studio.  Buyers 
included  the  movie  stars 
Bette  Davis  and  Errol  Flynn. 


Now,  Spratling  jewelry  is 
enjoying  a  revival.  "It's  time- 
less," says  Allen  Harrill,  di- 
rector of  Nedra  Matteucci's 
Fenn  Galleries  in  Santa  Fe, 
N.M.  Thanks  in  part  to  her 
1990  book,  Spratling  Silver 
($32.50,  Chronicle  Books),  the 
jewelry  has  doubled  in  value 
in  the  past  three  years,  says 
author  Sandraline  Cederwall 
of  Santa  Fe/Arts  of  the 
Americas  in  San  Francisco. 
ONLY  in  AMERICA.  Signed  piec- 
es usually  carry  a  stylized 
"WS"  stamp  along  with  "980" 
or  "925"  (for  silver  content) 


SPRATLING  GEMS: 
NECKLACES  RUN 
$1,000-53,000; 
BRACELETS  GO 
FOR  $500-$l,500 


or  "Taxco."  Although  you  can 
still  find  them  mixed  in  with 
generic  Mexican  jewelry  at 
antique  markets,  most  are 
sold  in  galleries  or  antique- 
jewelry  stores,  including  the 
Treasured  Scarab  in  Denver 
and  Throckmorton  Fine  Art 
in  New  York.  Expect  to  pay 
$1,000  to  $3,000  for  necklaces 
and  $500  to  $4,000  for  brooch- 
es. Earrings  sell  for  $300  to 


$1,000,  and  bracelets  ■ 
$500  to  $1,500.  Oddly  ejkg 
you  can't  find  much  Spitiir 
silver  in  Mexico. 

Almost  any  Spratling™ 
produced  before  1967,HJ 
the  daredevil  designeMj 
killed  in  a  car  crash,  inst- 
able. Many  collectors  ■» 
earlier  works,  with  theH 
edges  and  pre-ColJJ 
designs  that  include  site 
animals  and  dramatifce 
metric  shapes. 

If     SU(I  3 

thentic  Bo 

are  out  cflf 
range,  pk 
Spratlin^Ut 

makes  j( 
using  old 
ing  d( 
New  iter 
marked  "TS-24"  and  s 
25%  to  75%  of  the  ori 
Another  alternative  is 
for  works  by  Spratling 
temporaries,  some  of 
apprenticed  in  his  si 
Bracelets  signed  "Marj 
Taxco"  and  "Antonio" 
$200  to  $300.  Quality  ur 
Mexican  jewelry  froi 
1930s  and  '40s  can  cost 
tie  as  $100.   Sandra  At 


When  people  become 
disabled  and  can  no 
longer  work,  their  main  con- 
cern is  finding  enough  money 
to  live  comfortably.  Often, 
they  neglect  to  think  about 
funding  retirement,  even 
though  contributions  to  401(k) 
and  other  pension  plans  stop 
while  they're  off  the  job. 

A  few  disability  insurers 
are  looking  to  correct  that 
deficiency.  Within  the  past 
year,  UNUM  Life,  Paul  Revere 
Life,  Chubb  Life,  and  Provi- 
dent Life  &  Accident  have 
begun  offering  policies— sep- 
arately, or  as  a  rider  to  a 
regular  disability  plan— that 
give  you  a  monthly  or  annual 
sum  for  retirement  expens- 
es. UNUM  will  even  set  aside 
money  for  a  spouse  until  age 
65  if  the  policyholder  dies. 
ADDS  UP.  Consider  a  37-year- 
old  with  a  $235,000  salary 
whose  401(k)  contributions 
are  $12,219  a  year-70%  out 
of  pocket  and  30%  from  the 
employer.  If  the  exec  must 


Smart  Money 

KEEPING  YOUR  RETIREMENT 
OFF  THE  DISABLED  LIST 


stop  working  for  five  years, 
say,  because  of  an  illness  or 
accident,  he  or  she  would 
sacrifice  $402,019  in  cash 
buildup  by  retirement,  as- 
suming a  7.5%  return,  figures 


•  INSURING  YOUR 
RETIREMENT  SAVINGS 


35        40        45  50 


▲  DOLLARS  AGE 
•  FOR  SOMEONE  MAKING  5150,000  A  YEAR  WHOSE 
ANNUAL  40I(K]  CONTRIBUTIONS,  WITH  EMPLOYER 
MATCHING,  EQUAL  $22,500.  THE  POLICY  WOULD  PAY 
$1,875  A  MONTH,  AFTER  ONE  YEAR  AWAY  FROM  THE 
JOB,  TO  AGE  65. 

DATA:  PAUL  REVERE  LIFE 


Philip  Davis,  president  of 
Corporate  Compensation 
Plans  in  Danbury,  Conn.  The 
worker  would  also  forfeit 
$433,509  from  a  defined-bene- 
fit  pension  plan,  bringing  the 
total  to  $836,128.  Even  if  the 
disability  didn't  last  five 
years,  the  person  could  lose  a 
significant  cash  buildup. 

But  for  premiums  starting 
at  $496  per  year  for  a  non- 
smoker— less  than  3%  of  reg- 
ular disability  coverage  cost— 
a  policy  would  pay  $30,798  a 
year,  tax-free,  says  Davis. 
Unfortunately,  laws  prevent 
consumei-s  from  placing  the 
payout  into  their  401(k).  That 
means  they  can't  get  an  em- 
ployer's matching  contribu- 
tion. But  they  can  invest  the 


money  in  a  variable  an 
or  other  vehicle  that  tr 
offer  the  tax-deferred 
of  a  401(k).  In  the  i 
case,  if  the  worker  de] 
the  payout  in  an  invest 
netting  7.5%,  by  retire 
he  or  she  will  have  $9 
HONOR  SYSTEM.  The 

age  is  offei-ed  through  g 
at  corporations  and  to 
viduals,  mainly  those 
make  $100,000  or  mc 
year.  A  potential  probl 
that  the  cash  goes  t< 
worker  and  not  directb 
a  retirement  fund.  So 
person  isn't  diligent 
saving,  it  might  get  frit 
away.  Another  draw 
Holders  of  some  policies 
collect  until  they've 
away  from  the  job  for  a 
Odds  are  you  won't 
to  collect:  Only  15%  of 
ers  suffer  a  disability 
least  five  years  before 
65.  So  ask  yourself:  I 
peace  of  mind  worth 


price  I 


Chris 
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IEN  KIDS  JUST  CAN'T 
'  ATTENTION 


half-dozen  fourth-grad- 

ers  sit  around  teacher 
kClaire  Borchardt  at  the 
ndent  Woodlynde  School 
e  Philadelphia,  riveted 
ens  for  Breakfast,  a  sci-fi 
wpular  with  10-year-olds, 
y,  they  describe 
iters,  discuss 
nd  analyze  the 

line.  Hands 
up.  Once  in  a 
to  remind  them 
d  analytically, 
irdt  points  to  a 
that  says: 
ead . . .  and  I 
.so  I  think...." 
in  the  blank  af- 
;h  verb  makes 
1  more  than  a 
3  exercise. 

teacher  would 
py  with  a  class 
cited  as  Bor- 
s.  But  for  her, 
>ecially  gratify- 
lce  several  stu- 
have  attention- 
/hyperactivity 
er  (adhd),  an 
lereditary  bio- 
•al  condition 
in  be  a  major 
m.  For  them, 
;  focused  or 
tting  in  a  seat 

difficult.  Talk- 
t  the  wrong 
s  often  irresis- 
\nd  some  who 
uiet  may  just 
ly  check  out. 

ON.  As  many 
n  20  students 
les  with  ADHD, 
find  school  so 
ing  and  dull 
ley  fail.  They 
irn  off  teachers 
tudents  with 
nctious,  inap- 
ite  behavior. 

impulsiveness 
t  them  in  trou- 

home,  on  the 

with  the  law. 
est  high-profile 
;r  is  Michael 


Fay,  the  teen  caned  for  van- 
dalism in  Singapore. 

But  ADHD  doesn't  condemn 
kids  to  gloomy  fates.  Savvy 
educational  and  child-rearing 
methods,  plus  such  medications 
as  Ritalin,  can  make  huge  dif- 


DENNIS  THE  MENACE 


1  bi  THE  TIME  I  THINK  A80UT  WHAT  I'M 
GONNA  OO...L  ALREADY  DID  IT 


WHERE  TO  TURN  FOR  HELP 


►  Attention  Deficit  Disorder  and  Learning 
Disabilities:  Realities,  Myths  and  Controversial 
Treatments,  by  Barbara  D.  Ingersoll  and  Sam 
Goldstein  ($12.95,  Doubleday) 

►  CompuServe  Information  Services,  ADD 
Forum — Subscribers  enter  GO  ADD 

►  It's  Just  Attention  Disorder:  A  Video  Guide 
for  Kids,  $89.95,  Sam  and  Michael  Goldstein, 
Neurology,  Learning  &  Behavior  Center,  230 
South  500  East,  Suite  1 00,  Salt  Lake  City, 
Utah  84102,  801  532-1484 

►  Maybe  You  Know  My  Kid,  by  Mary  Fowler 
($12.95,  Birch  Lane  Press) 

►  Putting  on  the  Brakes:  Young  People's  Guide 
to  Understanding  Attention  Deficit  Hyperactivity 
Disorder  (ADHD),  by  Patricia  O.  Quinn 
and  Judith  M.  Stern  ($8.95,  Magination  Press) 

DATA:  BUSINESS  WEEK 


ferences.  Unless  major  learn- 
ing disabilities  pop  up,  most 
ADHD  kids,  properly  handled, 
manage  fine  in  regular  class- 
rooms. Some  researchers  say 
many  of  the  approaches  for 
ADHD  kids  serve  all  students. 

Still,  specific  techniques  are 
needed.  Tedious  lectures,  for 
instance,  guarantee  disruption 
or  inattention  by  ADHD  kids. 
"They  need  to  be  involved  as 
responders  and  thinkers,  not 
as  passive  receptacles  of  infor- 
mation," says  Sydney  Zentall,  a 
special-education  pro- 
fessor at  Purdue  Uni- 
versity. So  at  Wood- 
lynde, kids  don't  just 
hear  a  lecture  about 
China.  They  learn  a 
little  Chinese,  make 
Chinese  costumes  for 
a  play,  visit  Philadel- 
phia's Chinatown. 

ADHD  kids  fare 
best  in  small  classes, 
with  lots  of  personal 
attention.  To  avoid 
embarrassing  them, 
teachers  can  use  sig- 
nals to  keep  control, 
such  as  finger  snaps 
or  color-coded  cards 
(e.g.,  red  for  quiet). 
High-interest  subjects, 
such  as  reading, 
should  be  alternated 
with  less-intriguing 
work.  But  a  routine  is 
essential,  since  ADHD 
kids  have  a  hard  time 
with  change.  An  edu- 
cator's manual  from 
Plantation  (Fla.)-based 
advocacy  group  Chil- 
dren and  Adults  with 
Attention  Deficit  Dis- 
orders (ChADD)  advis- 
es teachers  to  post 
schedules  in  the  same 
place  every  day,  with 
lots  of  advance  notice 
on  changes. 

Life  with  an  ADHD 
child  doesn't  have  to 
be  chaos.  Parents 
complain  of  kids  who 
play  too  loudly,  get 
overly  frustrated, 
break  things,  or  put 
themselves  in  danger 
by,  say,  hanging  out 
a  window.  These 
problems  can  be  man- 
aged. More  than  any- 
thing, kids  with  ADHD 


need  clear  rules.  Rewards  for 
proper  behavior— with  plenty 
of  praise— and  penalties  for 
misbehavior  must  come  swiftly. 
Since  these  kids  have  trouble 
delaying  gratification,  some  ex- 
perts advise  putting  allowance 
money  in  a  jar,  then  gradually 
adding  for  good  behavior  and 
taking  away  for  bad,  handing 
the  child  the  total  at  week's 
end.  Commands  should  be  pos- 
itive: tell  the  child  to  eat  din- 
ner, for  instance,  not  to  not 
watch  TV  when  the  family  is  at 
the  table. 

support.  Parents  and  teach- 
ers need  to  keep  cool  heads, 
ignore  small  problems,  and 
understand  the  ailment.  Utah 
psychologist  Sam  Goldstein  dis- 
tinguishes between  incompe- 
tence and  noncompliance.  The 
child  may  not  be  able,  or  com- 
petent, to  control  dinnertime 
fidgeting.  "But  standing  there 
defiantly,  saying  'Make  my  day' 
is  noncompliance  and  ought  to 
be  punished,"  he  says. 

Blame  and  criticism  are  out. 
Already,  experts  say,  80%  of 
interactions  between  ADHD  chil- 
dren and  adults  are  negative. 
The  result:  poor  self-esteem 
and  a  spiral  of  failure  that  may 
never  let  up.  With  a  healthier 
approach,  ADHD  kids  may  turn 
their  restlessness  into  an  as- 
set, growing  up  to  be  lively 
adults  that  others  gravitate  to. 
Parenting  classes  through 
groups  such  as  ChADD  (305 
587-3700)  can  help  everyone— 
especially  the  kids.  Joe  Weber 


Worth  Noting 

■  BROKER  INDEX.  The  Amer- 
ican Stock  Exchange  is  offer- 
ing to  include  options  trading 
in  its  new  Securities  Bro- 
ker/Dealer Index,  which 
tracks  the  brokerage  indus- 
try. Among  the  nine  compo- 
nent stocks:  Bear  Stearns, 
Charles  Schwab,  Morgan 
Stanley,  and  Salomon  Inc. 

■  IN  ALIGNMENT.  Free  book- 
lets from  office-furniture  mak- 
er Haworth  help  businesses 
comply  with  the  Americans 
with  Disabilities  Act  and  edu- 
cate employees  about  ergo- 
nomics. They  come  with  a  re- 
lated computer  disk.  Call  800 
344-2600. 
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Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 
FREE  cassettes  will  explain  how  you  can  start  sev- 

CBSI 486  Computer  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
putet and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


Contact  Lenses 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed,  No  membership 
(ees.  100%  guaranteed. 

BAUSCHSLOMB    Q|  yEsJofl 

FREE  BROCHURE 

■  ■■■■■■■  407-5198-9500 

1-800-780-LENS 


Contact  Lens 

DISCOUNT  CENTER 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-Sull-Tnd0 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWrtter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available. 

Ted  Dasher  &  Associates 

4117  Second  Ave  .  S.  Birmingham.  AL  35?22 
Phone:  20S/591-4747  Fa«:  205/591-11M 
900034-4*33 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  guality.  Send  for 
FREE  CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 
Dept.  55  F  lllntfham,  MA  02043 


Presentation  Equipment 


LASER  POINTER 


STAR  LITE 


24K  GOLD 

plus  shipping 
&  handling 
1  Year  Limited  Warranty 
Range  up  to  100  yards 
WE  include  2  AAA  Batteries 


C.H.  WORLDWIDE 
P.O.  Box  2712 
San  Ramon,  CA  94583 
Tel:  510-838-1665  „ 
Fax:  510-838 -3172  800-291-5511 


DEALER  INQUIRIES 
WELCOME! 

TOLL  FREE 


Office  Supplies/Equipment 


America's  Lowest  Priced  WHJMJgiALli 
Office  Supplies  Direct  to  You 


Cotumblo-r 


#10  Envelopes 
•  24  lb.  white  wove 

$1»99#C0125 

«J  BX/5t>0 


Post-it™ 
Tape  Flags 

Available  in  red, 

blue,  green, 
orange,  yellow, 
Mhhe  &  purple 


3M99C 


l'k/50 


Full  Strip 
r  Stapler 
with 


— —      *_  Staples 
■  J  and 
Remover 
oboston  #V73601 

$479 
t  EA 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same -day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it...or  5%  back  onyour  purchase!  Call  for  details 
and  your  free  catalog.  1-800-V62-9162 

Ad  Code  0085 


Sports  Equipment 


Cheat 
At  Tennis 

Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Corporate  Gifts 


WHY  PAY  MORE??? 

FACTORY  DIRECT!!! 

•Free  Set-up,  Die,  Artwork,  Shipping* 

Embroidered 
Caps  as  low  as 

$3.55 

Embroidered  Jackets 

as  low  as  $26.50 

Embroidered  Polo  Shirts 

as  low  as  $13.90 
Patches  3"  as  low  as  $  0.37 
Lapel  Pins  3/4"  as  low  as  $  0.55 
800/775-7722 

for  free  catalog 

Best  Greetings,  Inc. 


Travel 


TRAVEL  EXPENSES 
A  HEADACHE? 

•  Lost  Receipts?  •  No  Receipts? 

Complete  Your  Own! 

0"  1 2  ready  to  Lt?  24  assorted 
fill  in  assorted  receipts 
receipts  $7.95  $11.95 

•  Restaurant  •  Gasoline 

•  Limousine  •  Taxi 

•  Laundry  •  Merchandise 

•  Parking  •  MORE! 

SEND  CHECK  OR  MONEY  ORDER  TO 
GRPC,  P.O.  BOX  948367 
MATTLAND,  FL  32794 

HOT  INTENDED  FOR  ILLEGAL  PURPOSES 


if 


investment  Opportune 


HIGH  GROWT 
SMALL  CAP  STO 


Hartford  Capital's  E . 
Small  Cap  Growth  Stjfe 
Selections  for  199! 

Learn  more  about  our  special  1 
analysis  and  big  winnerl 
information  call  or  write  tocf 

Hartford  Capital  Sn 

Equity  Research 
14th  Floor  -  400  Bi 
Vancouver,  B.C.  V6C  i 
800/267-4777 


Business  Opportuniti 


MAILBOX  BENT 


Call  mailbox  manufacturer  for  FREE  OH) 
&  info  on  adding  mailboxes  to  your  bums 
starling  your  own  Private  Postal  Cte 

24  firs. (800)  323-3003 

(213)232-6181  lfcH.Bil.-jp 

FAX  (213)232-7021   '  S 

1010  East  62nd  Street,  Los  Angeles,  C,<t&  • 


Education/lnstructil 


Self  Paced  Home  Stu< 
Associate  Bachelor  Master 

Business  Admin.  Psychology,  Finf|>r 
Tech  Mgmt,  Law,  Paralegal,  xafi  " 
Int'l  Business,  Health  Care,  JjrB 
Human  Resources  Admin. 

(800)477-2254  (24  hrs) 
Southern  California  University  s 
202  Fashion-BW.  Tustin,  CA  926 


Health/Fitness 


Friedrich 


Breathe  East 


Tobacco  smoke,  dust  and  pollen  can  make  breat'i 
difficult  and  hazardous. 

The  Friedrich  Electronic  Air  Cleaner  removes  up 
99%  of  these  pollutants. . .  quickly,  quietly  and 
effectively!  And  it  costs  just  pennies  a  day  to  ope'i 

For  more  information  and  a  FREE  CATALOG 
Call  1-800-541-6645  In  Texas  1-800-442-2085 

FRIEDRICH  AIR  CONDITIONING  CO. 


R  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
AX:  (312)  337-5633  OR  WRITE: 
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Travel 


ition  frequent  travellers!! 
STAY-USA  today  and  save 
on  your  travel  expenses. 
Toll-Free  2  t  hi  s  for  free 
chure  and  $1,050  bonus. 

»  800-796-0102 

Corporate  Inquiries  welcomed  l 


ie  on  one  of  the  great 
sys  of  your  life  with  the 
alists  in  unforgettable 
venture  expeditions! 

0  CHINA  -  Cambodia,  Laos 
*Iam  with  3  days  at  Angkor 
monthly  departure). 

IA  -  architecture,  museum 
ulture  -  8  days  (bi-monthly). 

1  free:  1-800/465-8687 

of  the  World  Travel  Inc. 
rhird  Avenue,  Suite  232 
■lew  York,  NY  10128 

>nded  and  licensed  by  Govt. 
>r  of  the  Compensation  Fund  for 
itection  of  the  Traveling  Public, 
nd  year  in  adventure  travel. 


Catalogs/Marketing 


Get  your  products  into  millions 
of  mail  order  catalogs!  We're  a 
commissioned  manufacturer's  rep 
firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  To  Catalogs,  Inc., 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410. 


Corporate  Gifts 


NOBODY  BEATS  i 
OUR  PRICES!  I 

IMPRINTED 

PORCELAIN  IMPRINTED 
MUGS  ,o «, 


YOUR 


IMPRINTED 
32  OZ. 
SPORT 
BOTTLES 


InpA  AS  LOW  AS^^FftS  LOW  AS^E  I 

HER  99<T  69C  I 

■"■       each     A     each  at 

^^OTV  -  lOOb^^k  QTY  -  2500^M 


1-800-936-5646 

ILOBiOGEAf? 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


Corporate  Gifts 


[ESS 


I  REDUCE  STRESS 
...  INCREASE 
I  PRODUCTIVITY! 


"Strategies  for 
Stress"  provides 
a  step-by-step 
program.  Ideal 
for  management 
and  staff. 

$24.95  piuss&h 
00.442-5500 


Custom  Leather  Accessories  tor  Golf. 
Fund-Raisers  and  Corporate  Outings 


Call  for  Brochure:  1-800-476-7654 
Fax:  610-668-9545 


Straw  Hat  Fever! 


SAMPLE  BEFORE 
YOU  BUY! 


Summer  is  here!  Tee  off  with  our  best,  natural  straw  golf 
hat. Available  with  your  logo  or  message  embroidered  on  a 
1 0C%  cotton  pleated  band  that  is  available  in  five  colors  Non- 
personalized  sample.  .$1 1 .95  plus  shipping  In  quantity  with 
your  logo  as  low  as  $1 3  95     call  for  free  brochure 

IOB.OGEAR  1-800-936-5646 

 USA  FAX:  (415)  579-5534 


A  unique  digital  clock  for  home  or  office. 
Ideal  company  gift  or  promotional  item 
(silkscreening  of  company  or  individual 
name  available)  Bright  red  displays  can 
be  seen  from  over  50  feet  away.  Height  of 
Part  No  109268  digits:    2.5".    Six  digits  display  hours, 

i  and  seconds.   12  or  24-hour  selectable.  Two  case  styles  are  available:  a  unique 
en  enclosure  which  enables  you  to  view  the  electronic  components  inside,  or  an 
i  case  made  of  black  satin  aluminum.   Semi-open  enclosure  is  a  desktop  unit, 
d  case  is  a  desktop  or  wall-mountable  unit.  Both  cases  feature  a  front  red  lens. 
Product  Pricing 

No.  Description  1-9  10-24 

JE725AOB   Digital  Clock  m  i  semi-open  enclosure  (17.5"  x  5.25"  x  1.5")  $13'W>    129  95 

JE725AEA    Digital  Clock  in  an  enclosed  case  (18.5"  x  5.25"  x  1.375")  149.95  134.95 


MECO 

■TBOWC  COMPONENTS 
MPUTEB  PRODUCTS 


I3SS  Shorewoy  Rood  Belmont,  CA  94002-4100 
Tel:  415-592-8097 

FAX:  415-592-2503  RST 
New  Hours:  6AM  -  5PM  PDT 


Call 


1*800*83 1*4242 
Jo^rderjoday^ 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 

Golden  Corral,  twice  named  the  nation's  #  1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  toot  mid-market  concept  based  on  its 
proven  metro  stores  (the  tamed  "11,000  square  toot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  BuHef'and 
The  Brass  Bell  Bakery*  popularized  m  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base  We  made  the  "big  box"  a  winner  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages  Call 
1-800-284-5673  tor  franchise 
inlormahon.  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Franchising 


1—  Industry  k-Jtler  in  network  sales  five  years 
in  a  row 

stry  leader  in  number  erf  domestic 
franc  hise  centers 
3—  Rated  industry  leader  in  Success,  Entrepretunr 
and  Income  ()p[x>rliini!ie\  magazines 

THEY  All  ADD  UP  TO  #1. 
^S/r  Speedy,  Inc. 

For  printing  &  copying  franchise  opportunities  call: 


800-854-3321 


m 


Corporate  Gifts 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 


CUSTOM  MADE 
TIES  I50HBI) 
SCARVES  100  mi 
CRESTS  Urn. 


nn 


NKCKWEAR 
Stamford.  CT 


Business  Opportunities 


Att:  MFC's  DIST's 
ENTREPRENEURS 


RUSSIAN  OPPORTUNITIES  plus 


Full  info  on  Co's.  w/hard  currency  who 
need  Food,  Mfg  Equip  ,  Computers, 
Vehicles  &  Much  More.  Latest  Russian 
Trade  &  Economic  Report.  $29.95  PPD 

lul  l  Marketing  Publisher 
Ste  216-B  511  Ave.of  the  Americas 
New  York,  NY  10011. 


Corporate  Gifts 


"Build  Your  Image 

Build  Your  Business 

IMPRINTED  COFFEE  , ,,gd 

MUGS  AS  LOW  AS 


(800)  252-5966 
3)322-4142,  FAX: (203) 329-7849 
CALL  FOR  INFORMATION 


^mWMilmal 

EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


IMPRINTED 
SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


Free  48-page  catalog  with  hundreds  of 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  712 

FAX  1-510-786-1111 


The  Corporate  Choice 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (3)2)  337-5633  OR  WRITE: 


—  _  BUSINESS  —  WEEK 
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Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 
_    i    Aift.    Programmed  to 
Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Electronics/Entertainment 


Hundreds  of 
components 
from  the  top 
brands.  Full 
descriptions, 
exclusive  compari- 
son  charts,  and  better  service  than 
any  retail  store.  Home  and  car  audio, 
video,  and  multimedia  computers. 

CRUTCHFIELD 


1-800-955-9009 


Crutchtield  Pk 
Charlottesville. 
VA  22906 


Business  Opportunities 


Business  Opportunity 
Wanted: 

Trainers,  Assistant  Managers, 
Full  &  Part-time. 
Prefer  teaching  background, 
Will  Train. 
Call  Willie  Horton, 
312/994-8370 


Business  Services 


SET  UP  A  TRUST  OR 
INCORPORATE  OFFSHORE 


Offshore  Companies  US  $350 

Offshore  Trusts  $750 
Contact:  Management  Services 
PO  Box  6-5879 
El  Dorado,  Panama 
Fax:  011-507-27-1358. 


RESEARCH  REPOFS 

19,850  academic  topics  avail* 

Send  $2.00  for  the  290-page  catty. 

Custom-written  reports  also  avai  ft. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave.,  #206BI 
Los  Angeles,  CA  90025  , 

Toll  Free  Hotline:  800-351 -CJB 
(California:  31 0-477-8226^ 


Business  Opportunities 


A  HEALTHY  INVESTMEN 


Our  product  was  laughed  at  and  not  taken  seriously  until  medicine  hailed  condoms  in  the  it 
against  AIDS.  Now  sales  are  going  through  the  rool  and  Entrepreneurs  want  into  the  busiss 
Before  AIDS,  condom  vending  machines  were  usually  hidden  away  in  gas  stations,  truck  ' 
and  seedy  bars.  These  traditional  locations  are  still  excellent  money  makers.  Since  AIDS 
dom  machines  have  come  out  of  hiding.  For  the  first  time  they  are  acceptable  in  a  much 
and  classier  range  of  establishments,  such  as  fast  food  places  like.  McDonalds;5  Jack  In 
Box*  Pizza  Hut*;  and  restaurants  like  Denny's?  I.H.O.R®  and  Sizzler."  It's  not  unheard  of] 
one  machine  to  net  $250.00  in  a  month.  You  might  be  thinking  that's  no  big  deal,  but  multijl 
amount  by  10, 20,  or  50  machines  and  the  coins  really  start  to  stack  up.  I  defy  you  to  shoJ 
another  business  opportunity  where  you  can  actually  own  machinery  or  other  assets  whe.lt 
selling  is  required,  no  overhead,  and  you  can  be  making  cash  while  you're  at  work,  etc.,  at 
only  need  $2,200  to  invest  Condoms  are  both  socially  and  politically  correct. 


CALL  FOR  A  LIVE  15  MINUTE  PHONE  PRESENTATION 
LEARN  HOW  YOU  CAN  OWN  A  LIFESTYLES"  CONDOM  VENDING  ROU1 
CALL     WHERE  THE  LOCATIONS  ARE  SECURED  FOR  YOU!  p 

rfiKik,    1-800-521-8602  S,T; 


ADVERTISE  IN  THE  BUSINESS  WEEK  MARKETPLACE... 
AND  REACH  6.5  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  June  24. 


NAME: 


COMPANY: 
ADDRESS: 
CITY:  


PHONE: 


STATE: 
FAX: 


ZIP: 


Mail  or  fax  to: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 
Phone  312/337-3090  •  Fax  312/337-5633 


EDUCTION 

e  from  last  week:  0.1% 
e  from  last  year:  3.7% 


1967=100  (four-week  moving  average) 


May  14 
194  3 


May  7 
194.2 


May 
1993 


Sept 
1993 


May 
1994 


reduction  index  was  virtually  unchanged  during  the  week  ended  May  14 
teasonally  adjusted  basis,  higher  output  levels  of  steel,  electric  power,  coal, 
oard,  paper,  and  lumber  offset  production  declines  in  the  auto  and  crude-oil- 
industries.  Truck  production  and  rail-freight  traffic  were  unchanged  from  the 
s  week.  Before  calculation  of  the  four-week  moving  average,  the  index  edged 
194.2  from  194. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc. 


LEADING 

Change  from  last  week:  0% 
Change  from  last  year:  8.7% 


236  . 
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1994 


The  leading  index  showed  little  change  during  the  week  ended  May  14  as  the 
bearish  tone  of  the  financial  markets  took  its  toll  on  the  economy's  outlook.  Falling 
stock  prices  and  higher  bond  yields  offset  the  positive  thrust  from  faster  growth  rates 
in  materials  prices,  real  estate  loans,  and  M2.  Data  for  business  failures  remain 
unavailable.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
236.3  from  235. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 


latest 
week 

Week 
ago 

%  Chaage 
year  ago 

r/2 1 )  thous.  of  net  tons 

1,903 

1,918# 

0.6 

'5/21)  units 

149,123 

148,241r# 

4.5 

(5/21  (units 

1 19,81 1 

120,576r# 

14.8 

C  POWER  (5/21)  millions  of  kilowatt-hours 

54,695 

54,737# 

2.8 

311  REFINING  (5/21 )  thous.  of  bbl./day 

13,986 

14,279# 

1.8 

/1 4)  thous.  of  net  tons 

19,931# 

19,805 

9.9 

OARD  (5/ 14)  thous.  of  tons 

860  A* 

847.4r 

5.3 

5/14)  thous.  of  tons 

791.0# 

801. Or 

5.9 

(5/14)  millions  of  ft. 

458. 7# 

434.4 

-2.4 

EIGHT  (5/ 14)  billions  of  ton-miles 

22.7# 

22.7 

6.1 

:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
an  Railroads 

SIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

;e  yen  (5/25) 

105 

104 

107 

1  MARK  (5/25) 

1  65 

1  66 

1.60 

POUND  (5/25) 

1.51 

1.51 

1  56 

FRANC  (5/25) 

5.64 

5.68 

5.46 

\H  DOLLAR  (5/25) 

1.38 

1 .38 

1.27 

RANC  (5/25) 

1  40 

1.41 

1.43 

1  PESO  (5/25)3 

3.295 

3  325 

3.120 

Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
Dressed  in  dollars 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

/25)  $/troy  oz. 

387.300 

379  6C0 

3  4 

RAP  (5/24)  #1  heavy,  $/ton 

126.0C 

126.00 

18.3 

JFFS  (5/24)  index,  1967=100 

217  1 

218.8 

5.5 

(5/21)  C/lb. 

107.8 

102.6 

22  9 

JM  (5/21)  C/lb. 

64.5 

63.0 

24  0 

5/21)  #2  hard,  $/bu. 

3.63 

3.67 

1.7 

(5/21  (strict  low  middling  1-1/16  in.,  C/lb. 

78.49 

77  60 

34.4 

London  Wednesday  final  setting,  Chicago  mar 
nsas  City  market,  Memphis  market 

ket,  Commodity  Research  Bureau,  Metals 

latest 
week 


Week 
ago 


%  Change 
year  ago 


STOCK  PRICES  (5/20)  S&P  500 


451.79 


463  54 


I  5 


CORPORATE  BOND  YIELD,  Aaa  (5/20) 


7.89% 


8. 1 2% 


5  5 


INDUSTRIAL  MATERIALS  PRICES  (5/20) 


100.9 


100.6 


BUSINESS  FAILURES  (5/13) 


NA 


NA 


NA 


REAL  ESTATE  LOANS  (5/1 1)  billions 


$425.7 


$424.0r 


0  9 


MONEY  SUPPLY,  M2  (5/9)  billions 


$3,552.7  $3,5461r 


2  4 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/7)  thous 


381 


352 


13  1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Apr )  bil 

ions$  147.0 

$147.0r 

13.3 

EXISTING  HOME  SALES  (Apr.)  millions 

4.12 

4.07r 

19  1 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Apr.)  millions 

$17,454 

-$32,315 

1 15.7 

REAL  GROSS  WEEKLY  PAY  (Apr ) 

$257.05 

$256  70 

1.3 

Sources:  Commerce  Dept.,  National  Assn.  of  Realtors,  1 

reasury  Dept.,  BLS 

CATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (5/9) 

$1,141.9 

$l,138.3r 

7  2 

BANKS'  BUSINESS  LOANS  (5/1 1) 

292.1 

293.7r 

5.1 

FREE  RESERVES  (5/1 1 ) 

623 

l,343r 

-9.3 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/1 1) 

155.1 

158  4 

-2.3 

Sources:  Federal  Reserve  (in 
week  period  in  millions) 

billions,  except  for  free 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/24) 

4  19% 

4.27% 

3  07% 

PRIME  (5/25) 

7  25 

7.25 

6.00 

COMMERCIAL  PAPER  3-M0NTH  (5/24) 

4  55 

4.68 

3.19 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/25) 

4.49 

4  50 

3.16 

EURODOLLAR  3-MONTH  (5/20) 

4.53 

4  7! 

3.13 

Sources:  Federal  Reserve,  First  Boston 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
n  Wood  Products  Assn     2  =  Southern  Forest  Products  Assn     3  =  Free  market  value    NA  =  Not  available    r  =  revised    NM  =  Not  meaningful 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


YOU'VE  JUST  MISSED  THE 
FIRST  SIGN  OF  BREAST 
CANCER  IF  YOU  DIDN'T  SEE 
THAT  SMALL  DOT  IN  THE 
UPPER  LEFT  HAND  CORNER. 
Because  it  can  start  that  small 
inside  your  breast.  That's  why  a 
yearly  mammogram  is  a  must, 
especially  if  you're  over  50. 
Doctors  agree  that  as  you  get 
older,  the  risk  of  breast  cancer  is 
higher.  But  with  early  detection, 
you  increase  your  chance  of  sue 
cessful  treatment.  Even  though 
you  may  have  missed  the  first 
sign  of  breast  cancer,  a  mammo- 
gram won't.  For  information, 
please  call  the  American  Cancer 
Society  at  1-800-ACS-2345. 

A  MAMMOGRAM. 
EARLY  DETECTION  IS  THE 
BEST  PROTECTION. 


tag? 


MASSACHUSETTS  DIVISION 


ABN-AMRO  Holding  104 
Acuson  58 
Advanced  Micro 

Devices  71 
Aetna  108 
Allstate  114 
American  Express  71 
American  Society  of  Travel 

Agents  1 14 
AMR  114 

Andersen  Consulting  38/ 
114 

Apple  Computer  46,  74, 
79,  89,  111 
AT&T  107,  108,  117 

Autofacts  26 
AutoPocific  26 
Avon  Products  71 

B 


Bank  Julius  Baer  31 
Bank  of  Montreal  104 
Bank  Vontobel  31 
BankAmerica  104 
Barclays  de  Zoete 
Wedd  31 
Barq's  54 
Benham  Group  107 
Berger  Associates  107 
Berkshire  Capital  107 
Block  &  Decker  82 
Boeing  34 

Borland  International  111 
Bristol-Myers  Squibb  30 
British  Airways  34 
British  Broadcasting  29 
Brown  &  Williamson  36 
Burlington  Northern  42 
Burnham  Broadcasting  28 


C.R.  Bard  58 
Calvin  Klein  38 
Camden  Property 
Trusts  120 
Camelot  Group  42 
Capital  Cities/ABC  28 
Capitol  Records  114 
Carnation  31 
Cartier  31 
Caterpillar  12 
CBS  28 

Champion  International  71 
China  Textile  Machine  94 
Chrysler  26,  86 
Chubb  Life  122 
Ciba-Geigy  31,  117 
Circuit  City  117 
Clifford  Selbert  Design  74 
CNN  94,  130 
Cole  National  109 
Columbia/  HCA  42 
CompUSA  91 
CompuServe  114 
Continental  Airlines  34 
Corporate  Compensation 
Plans  122 
CoSensys  117 
Credit  Lyonnais  46 


Danone  30 
Dataquest  46 
DDB  Needham 
Worldwide  33 
DeBartolo  Realty  120 
Dell  Computer  42,  91, 
Disney  88 
Dreyfus  107 
DST  Systems  42 


E.F  Hutton  118 
Eddie  Bauer  38 
Enlightened  Tobacco  36 
Evergreen  Global  Real 
Estate  Fund  120 
Executive  Risk  109 


Finitalgel  31 

First  Manhattan  Consulting 
Group  107 
Fiskars  74 
Fitch  74 
Flagstar  42 
Fleming  114 
Focal  58 
Ford  26,  54 
Forstmann  Little  71 
Fox  28 

Fruit  of  the  Loom  38 
Furman,  Selz  26 
Futures  Group  22 


Gaines,  Berland  108 
Galen  Health  Care  42 
GE  58,  107 
GeM  26 

General  Magic  46 
General  Mills  71 
Gerber  Products  30,  31 
Gitano  38 

Globe  Glass  &  Mirror  1 14 
GM  71,  74 

Goldman,  Sachs  22,  30, 
44,  111 

Green  Street  Advisors  120 
GTE  42 


HJ.  Heinz  30 

Harris  Bankcorp  104 

Hastings  Books-Music- 
Video  114 

Henry  Dreyfuss 
Associates  88 

Hewlett-Packard  46,  58, 
74,  90,  94 

Home  Shopping 
Network  108 

Honda  26 

Horizon  Outlet  Centers  120 
Human  Code  74,  79 


IBM  33,  71,  111 

Innovations  & 

Development  82 
international  Association  of 

Machinists  34 
Interpublic  Group  33 

in  71 


J  Crew  38 

J.C.  Penney  120 

J.D.  Power  26 

Janus  Capital  42 

Japan  Airlines  50 

JBL  Consumer  Products  74 

Johnson  &  Johnson  58 


Kansas  City  Southern 

Industries  42,  107 
Karl  Lagerfeld  31 
Keefe  Worldwide 

Information  Services  107 
Kemper  38,  107 
Kemper  Financial 

Services  38 

Kidder,  Peabody  6,  30, 
118 


Kin-der-link  74 
KKR  71 

Kraft  General  Foods  1 14 
Kurt  Salmon  Associates  114 
Kurzweil  6 


L.L.  Bean  38 

La  Salle  National  104 

Lehman  Brothers  29 

Lexington 

Management  107 
Liberty  Financial 

Services  107 
Lintas  Worldwide  33 
Lockheed  71 
Lotus  Development  111 

M 


Manufactured  Home 
Communities  120 
Matsushita  46 
Mayfield  Fund  58 
Mazda  86 
McDonald's  54,  71 
McGraw-Hill  24 
Medco  42 

Medical  Care  America  42 
Mellon  Bank  107 
Merck  42 
Metaphase  74 
MGM/UA  46 
Microsoft  74,  111 
Mitsubishi  26 
MMS  International  24 
Morgan  Guaranty  Trust  22 
Motorola  74,  91 
Motown  Record  46 

N 


National  Glass  Assn.  114 
NBD  Bancorp  104 
NCR  74 
Neoprobe  117 
Nestle  30,  31 
New  World 

Communications 

Group  28 
News  Corp.  29 
NFL  28,  36 
Nissan  26 
Northeast 

Photosciences  117 
Northern  Telecom  94 
Northwest  Airlines  34,  50 
Norwest  104 


Ogilvy  &  Mather  33 
Omnicom  Group  33 
Oppenheimer 
Management  107 

P 


Palo  Alto  Design  Group  74, 
91 

Paradigm:design  86 
Paul  Revere  Life  122 
Paul,  Weiss,  Rifkind, 
Wharton  &  Garrison  94 
Penobscot  Group  120 
Philip  Morris  36 
Philips  Electronics  46 
Piedmont 

Management  107 
Playboy  Enterprises  42 
Polaroid  74,  88 
PolyGram  46 
PRA  Real  Estate  Securities 

Fund  120 

Precision  Systems  108 
Premdor  104 
Prodigy  114 
Professional  Services 

Group  8 
Provident  Life  & 

Accident  122 
Prudential  Securities  30 


Rolph  Appelbaum 
Associates  78 
Reebok  International  130 


Richemont  31 
River  Studio  74  ( 
Roche  Holding  31 
Rubbermaid  74,  |l 


Saatchi  &  Saatchi 
SABRE  Travel  InfoK 

Network  114 
Salomon  Brothers ! 
Sandoz  30,  31 
Sanford  C.  Bernst< 
Santa  Fe  Pacific 
Santa  Fe/Arts  of  rl 

Americas  122 
Sara  Lee  38 
Schneider  Nationcj 
Scott  Paper  30 
Sears  71,  108,  11 
SG  Hauser  74 
Sharp  90 
Sizzler  Internation 
Skools  74 
Softimage  Publishi 
Sony  46 
SoundScan  1 14 
Source  Perrier  31 
Southwest  Airlines 
Spectral  Diagnosti 
Spinergy  74 
State  Mutual  Life 

Assurance  6 
State  Street  ReseaiiS  < 

Capitalization 

Fund  108 
Suburban  Bancorpj^ 
Syntex  31  Hi 


3 


Taligent  111 
Tandem  Computer 
91 

Throckmorton  Fine 
Time  Warner  71 
Toyota  26 
Treasured  Scarab 
TRW  71 
TWA  34 
Twentieth  Century 
Funds  107 


U  S  Delivery  Syste 
U.S.  Surgical  58 
Unilever  46 
Union  Switch  &  Sii 
United  Airlines  50 
Universal  Pictures 
UNUM  Life  122 
USAir  34,  71 


Vanguard  Group 
Ventritex  58 
Vidor  Systems  86 
Vignelli  Designs  7' 
Virtual  Vision  74 

w 


IU 


i 


Wal-Mart  Stores  1 
Wasserstein,  Perell< 
Waste  Manageme  . 
Wertheim  Schrode;  j 
West  Point-Peppere 
Western 
Merchandisers  1 
Westinghouse  71 
Wrigley  Chewing  <1 

Z 


tats 


Zelco  Industries  7i 
Ziba  74,  90 
Zil  50 


estment  Figures  of  the  Wee 


NTARY 

market  continues  its 
\  ways.  The  euphoria  over 
inflation-fighting  rate 
quickly,  and  bond  prices 
s  made  huge  day-to-day 
The  equity  crowd  was 
eat.  From  the  Dow  indus- 
I  to  the  Russell  2000, 
de  gains  of  about  0.6% 
iek.  One  star  was  IBM, 
s  up  nearly  5%  for  the 

reached  its  highest 
3  months.  Overseas, 

stocks  rallied  on  pros- 
3  resumption  of  trade 
the  U.S. 


STOCKS 

May      Nov.      May      May  19-25 


BONDS 

May      Nov.      May      May  19-25 


THE  DOLLAR 

May      Nov.      May      May  18-25 


-156.34 

455  1500 


450  1400 


52-week  chang 
+0.6% 


  445  1300 

1 -week  change  52-week  change 

+0.6%  -6.4% 


52-week  change 
+2.2% 


1  -week  change 
+0.1  % 


ET  ANALYSIS 


. change 


ICKS 

Lot est 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

0MPANIES  (S&P  MidCap  Index) 
MPANIES  (Russell  2000) 
MIES  (Russell  3000) 

3755.3 
170.5 
248.2 
262.7 

0.6 
0.6 
06 
0.7 

6.1 
1.6 
6.9 
1.2 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4,26% 
7.36% 
2.79% 
20.1 

4.28% 
7.28% 
2.87% 
20.0 

3.10% 
6.92% 
2.78% 
22.9 

1  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

462  2 

30.9% 

035 

1.48 

462.5 
27.6% 
0.51 
1  53 

Negative 
Neutral 
Neutral 
Positive 

FINANCIAL  TIMES  100) 
iKKE!  INDEX) 
(TSE  COMPOSITE) 

3020.7 
20,663.6 
4291.4 

-3  1 
2  5 
0  3 

6.1 
-1.1 
11.0 

SSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

1 1.7 

28.5 

CYPRUS  AMAX  MINERALS 

15.6 

1  1.4 

30'/2 

3RAPHY  IMAGING 

10  9 

9.1 

EASTMAN  KODAK 

12.9 

1 1.7 

47 

•TIME 

10.7 

35.5 

BRUNSWICK 

16.0 

75.0 

24  Vi 

DINING 

8.7 

5.4 

PLACER  DOME 

13.0 

27.3 

223/4 

CONTAINERS 

8.3 

22.1 

STONE  CONTAINER 

15.1 

82.1 

15 'A 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

C  POWER 

-8.5 

-18.4 

HOUSTON  INDUSTRIES 

-14.6 

-29.1 

313/s 

L  MANUFACTURING 

-7.7 

-19.6 

LIZ  CLAIBORNE 

1  5  5 

-37.4 

21V4 

JILDING 

-6  6 

-12  1 

PULTE 

-13.1 

23  6 

23 '/s 

TY  CHEMICALS 

-6  6 

-9.9 

GREAT  LAKES  CHEMICAL 

14  / 

-24.1 

55  V» 

IL  MANAGEMENT 

-5.4 

62.8 

COLUMBIA  HEALTHCARE 

6  6 

56.5 

39'/s 

AL FUNDS 


otal  return 

% 

LAGGARDS 
Four-week  total  return 

% 

ON  STRATEGIC  SILVER 
\  GOLD  EQUITIES  INDEX 
f  LATIN  AMERICA 

13.1 
12.7 
12.1 

CAPPIELL0-RUSHM0RE  UTILITY  INCOME 
ST  RATION  M0NTHY  DIVIDEND 
DREYFUS  EDISON  ELECTRIC  INDEX 

-7.1 
-7.0 
-6.8 

ral  return 

% 

52-week  total  return 

% 

R  LATIN  AMERICA 

.  LYNCH  LATIN  AMERICA  A 

t  INTERNATIONAL  GROWTH  A 

57  5 
49.5 
49.1 

M0NITREND  GOLD 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
PILGRIM  CORPORATE  UTILITIES 

-32.3 
-23.0 
-21.1 

i  1  5&P500 

4-week  total  return 


MORNINGSTAR  INC 

\  I     Average  fund 

52-week  total  return 


IVE  PORTFOLIOS 


DRI/McGRAW-HILL 


ounts 

the  present 
10,000 
me  year  ago 
irtfolio 

ss  indicate 
tal  returns 


Foreign  stocks 
$12,154 

+0.45% 


U.S. stocks 
$10,416 

+  1.21% 


llll 


Gold 
$10,360 

+  1.42% 


Treasury  bonds 
$10,221 
-1.59% 


Money  market  fund 
$10,202 
+0.04% 


lis  page  are  as  of  market  close  Wednesday,  May  25,  1994,  unless  otherwise  indicated. 
ps  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


May  24  Mutual  fund  returns  are  as  of  May  20  Relative  portfolios  are  valued  as  of  May  24  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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THE  MOST-FAVORED  CHINA  POLICY 


r4 


Throughout  its  history,  U.  S.  foreign  policy  has  ricocheted 
between  idealism  and  pragmatism.  The  idealists  urge  the 
spread  of  democratic  values  throughout  the  world.  The  prag- 
matists  focus  on  national  interest,  particularly  security. 

There  are  good  historical  reasons  for  this  duality  between 
idealism  and  pragmatism.  The  American  Revolution  against 
a  despotic  English  king  and  the  immigration  of  millions  seek- 
ing sanctuary  from  authoritarianism  brought  about  Ameri- 
ca's Jeffersonian  democracy.  But  American  policy  has  also 
been  shaped  by  more  pragmatic  concerns— the  conquest  of 
the  Western  frontier,  the  battle  against  Soviet  expansionism, 
the  struggle  for  open  markets,  and  the  need  to  secure  sup- 
plies of  raw  materials. 

In  the  modern  era,  Woodrow  Wilson's  call  to  make  the  world 
"safe  for  democracy"  in  World  War  I  represented  the  epito- 
me of  the  idealist  sensibility.  Richard  Nixon's  opening  of  re- 
lations with  China  was  in  the  best  tradition  of  realpolitik. 

Today,  China  is  once  again  center  stage,  an  international 
arena  in  which  idealism  and  pragmatism  battle  it  out  to  de- 
fine U.  S.  foreign  policy.  There  is  no  stronger  image  tugging 
at  the  American  heart  than  the  sight  of  a  lone  individual  stand- 
ing fast  in  front  of  a  line  of  tanks,  as  Cable  News  Network 
broadcast  from  Tiananmen  Square  nearly  five  years  ago. 

But  the  Clinton  Administration's  effort  to  promote  human 
rights  in  China  by  threatening  to  revoke  its  most-favored- 
nation  trading  status  has  been  an  unmitigated  disaster.  Not 
only  has  it  failed  to  intimidate  Beijing,  it  has  threatened  to 
undermine  the  once-powerful  force  working  for  democracy 
in  China  today:  economic  growth.  The  expansion  of  the  mar- 
ket economy  and  double-digit  growth  rates  are  doing  more 
to  create  a  freer  society  inside  China  than  any  external  pres- 
sure the  U.  S.  could  apply  (page  94). 

A detailed  look  at  Chinese  life  shows  that  prosperity  is 
generating  a  greater  measure  of  economic,  social,  and 
political  freedom  for  millions  of  Chinese.  It  also  highlights 
how  the  U.  S.  can  support  that  freedom  with  a  supply-side 
kind  of  human-rights  policy  that  actively  helps  the  internal 
forces  pushing  for  rights. 

The  entire  fabric  of  Chinese  state  and  party  control  is  start- 
ing to  unravel.  New  private-sector  jobs  and  a  massive  wave 
of  mobility  are  breaking  down  the  dang  an  system  of  per- 
sonal dossiers  kept  by  party  officials  that  virtually  enslaved 
many  Chinese  in  the  past.  Workers'  family  backgrounds, 
class,  and  political  leanings  were  listed  and  used  to  control 
income,  promotions,  and  careers.  Going,  too,  because  of  job 
mobility,  is  the  control  of  local  neighborhood  "watch"  groups 
that  kept  tabs  on  marriages,  children,  even  abortions. 

As  the  economy  becomes  increasingly  decentralized,  it  un- 
dermines the  power  of  the  Propaganda  Ministry  to  control 
what  people  see  and  hear,  while  the  explosion  of  information 
via  satellite  dishes,  computers,  faxes,  and  phones  is  tying  mil- 
lions of  Chinese  into  the  global  culture. 

Chinese  workers  themselves  are  increasingly  striking  for 
better  pay  and  working  conditions.  About  800  illegal  trade 


unions  exist  in  Guangdong  Province  alone.  Even  undergo 
churches  are  springing  up  all  over  China,  as  the  vo}Je 
from  the  end  of  communist  ideology  is  filled  by  religu 

Given  this  reality,  what  should  be  U.  S.  foreign  poliv  t 
ward  China?  The  most  important  step  by  the  Clinto  A; 
ministration  would  be  to  fully  delink  MFN  and  human  lifht 
Promoting  trade  and  U.  S.  investment  in  China  generatl.  tr 
very  kind  of  income  and  mobility  essential  to  human  ij:k 

Yet  there  is  more  to  do.  The  U.  S.  should  encouraj.tr 
spread  of  commercial  law  through  a  special  pr<iS» 
that  sends  American  lawyers  to  China  and  trains  Cites 
lawyers  on  U.  S.  campuses.  In  a  society  where  rule  <)Jb 
has  long  been  subordinated  to  guanxi,  or  personal  ccoe 
tions,  the  Chinese  are  increasingly  turning  to  their  legssy 
tern  to  adjudicate  business  and  personal  disputes. 

There  are  lawsuits  everywhere,  some  of  them  even  am 
the  national  police.  While  the  suits  focus  on  economic  rk 
there  is  a  spillover  into  individual  rights  under  the  lavTl 
Ford  Foundation  is  sponsoring  public-interest  legal  ce  er 
Many  more  are  needed. 

Pumping  more  information  into  the  society  is  also  ciiej 
Increasing  Voice  of  America  and  Radio  Free  Asia  broaias1 
to  provide  outside  perspectives  on  internal  events  is  i  I 
tant,  whether  the  programs  get  jammed  or  not.  So,  tl 
encouraging  private  investment  in  local  media  companit  I 
transforming  them  into  full-fledged,  advertiser-suppt' 
newspapers,  magazines,  and  TV  stations. 

The  U.  S.  labor  movement  can  help  by  providing  gui.iv 
to  the  growing  number  of  underground  unions  in  Chin  I 
ter  World  War  II,  American  labor  unions  played  a  ke;r 
in  establishing  anticommunist,  pro-democratic  unions  in  e 
ern  Europe  and  Japan.  They  did  it  again  in  Poland  ijj 
1980s.  China  is  their  next  overseas  challenge. 

American  companies  can  help  most  through  their  jol? 
erating  investments.  Beyond  that,  however,  they  cari 
promote  freedom  by  agreeing  to  a  voluntary  code  of  coh 
that  prohibits  them  from  using  or  selling  products  ma  t 
Gulag  labor  and  importing  goods  made  in  prisons.  A  I 
ber  of  U.  S.  companies  such  as  Reebok  International  Li  I 
ready  use  these  kinds  of  guidelines. 

Delinking  not  only  promotes  human  rights  in  China, 
vances  other  pragmatic  U.  S.  interests.  Washington  coulu 
Beijing's  active  help  on  North  Korea  and  in  curbing  m  e. 
proliferation.  The  growing  trade  deficit  with  China  mi  I 
soon  addressed.  And  there  are  copyright  and  counteriVii 
problems  that  must  be  solved. 

There  are  ways  the  U.  S.  can  pressure  China  withoi  I 
ing  MFN.  Most  important,  Washington  has  not  been  d 
playing  its  "Taiwan  card,"  and  it  is  time  it  learned. 

The  memory  of  Tiananmen  Square  makes  an  unem<<> 
al  U.  S.  policy  toward  China  difficult.  But  the  facts  about  h 
is  going  on  at  the  grassroots  levels  offer  strong  evidenc*  h 
economic  growth  promotes  freedom.  That  is  why  the  I 
can  renew  MFN  with  a  clear  conscience. 
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golfers  at  the  first  Open.  There  were 
just  eleven  that  October  day  in  1895, 
and  only  200  spectators  to  cheer  them 


Lee  Janzen,  winner  of  the  1993  U.S.  Open. 

rhe  U.S.  Open  and  Rolex: 

two  of  the  game's 
most  venerable  names. 

No  championship  in  golf  is  more 
difficult  to  capture  or  more  prized  than 
the  U.S.  Open.  Beyond  the  competition 
of  some  156  of  the  game's  best 
players,  the  Open  champion  must 
contend  with  a  course  on  which 
greenkeepers  have  been  instructed 
to  narrow  the  fairways,  nurture 
the  rough,  and  bring  the  greens 
to  championship  speed 

The  stature  of 
today's  event  could 
hardly  have  been 
foreseen  by  the 


Rolex  Oyster  Perp 


Oakmont  Country  Club,  site  of  the  1994  US  Open 

through  36  holes  at  the  Newport  Golf 
Club.  Britain's  Horace  Rawlins  bested 
nine  fellow  pros  and  one  amateur  to 
win  a  medal  and  a 
modest  cash  prize. 

But  Americans 
had  to  wait  sixteen 
years  for  one  of 
their  own  to  take 
the  title.  John  J. 
McDermott  did 
it  in  1911. 


1911  John  j  McDermott, 
first  American  to  win 


And  this  year,  more  than 
6,000  golfers  will  vie 
for  a  spot  in  this 
prestigious  field.  But, 
ultimately,  only  one 
player  will  have  his  name 
added  to  the  U.S.  Open's 
silver  trophy,  thus  ensuring 
his  place  in  the  rich  history 
of  American  golf. 

At  an  event  that  is  so 
distinguished  it  has  become 
a  classic,  it  isn't  surprising  that  a 
classic  timepiece  is  so  often 

ROLEX 


the  one  of  choice.  Rolex. 


fyiy-l)ate  Chronometer  in  18kt  gold  with  matching  concealed  clasp  President  bracelet 
Write  for  brochure.  Rolex  \VStch  W.S  A  ,  lnc  ,  Dept  303.    Rolex  Building.  665  Fifth  Avenue.  New  York.  N.Y.  10022-5383 
Rolex,  #,  Oyster  Perpetual.  Day  Date  and  President  are  trademarks 


See  to  it  that  the  printer  you  choose  today 
is  the  printer  you'll  use  tomorrow, 


Insist  upon  a  printer  with  genuine  Adobe"  PostScript "'  software  inside. 
It's  the  industry  standard  and  the  only  way  to  guarantee  that  your  printer  will  work 
with  virtually  every  software  application  and  hardware  environment,  today 
and  tomorrow.  Adohe  PostScript  software  sets  the  standard  for  new  color  and  network 
printers.  In  fact,  leading  printer  manufacturers  offer  over  300  Adobe  PostScript 
printers.  Adobe  PostScript  is  your  assurance  of  the  highest-quality  output — 
every  time — whether  you're  printing  from  DOS,  Windows™  OS/2",  Macintosh",  or 
UNIX8'.  So  if  you're  anyone  from  a  small  business  owner  to  a  professional  publisher,  an 
Adobe  PostScript  printer  is  the  best  long  term  value  for  your  company,  today  and 
tomorrow.  For  a  free  guide  on  how  to  choose  a  printer, 
call  1-800-962-3623,  Dept.  F,  Ext.  4306. 


Set    Your    Sights    On    Genuine    Adobe    PostScript  Devices: 
Black-and-White,    Color,    Network    and    Fax  Printers. 


It's  not  just  printing, 
it's  Adobe  PostScript  printing. 


the  Adobe  logo,  PostScript,  the  PostScript  logo  and  the  ragline,  "It's  not  just  printing,  it's  Adohe  PostScript  printing"  are  trademarks  of  Adohe  Systems  Incorporated  wh 
e  registered  in  certain  jurisdictions.  All  other  marks  and  trademarks  are  the  property  of  their  respective  companies  <&1994  Adohe  Systems  Incorporated  All  rights  reserved. 


STRUCTURALLY  SOUND  with 

good  fire  RESISTANCE 

although  LAWN  CARE  &  GENERAL 

GROUNDSKEEPING 

could  be  upgraded. 


W  h  i;  n   we  look  at  a 
building,  we  see  it  as  being  more  than 
simply  steel,  glass  or  brick.  We  see  it 
as  a  total  building  environment. 

That  means  comfortable  indoor 
temperatures.  Great  lighting  and 
truly  balanced  acoustics. 

It  also  means  the  outside  of 
the  building.  The  landscaping,  the 
groundskeeping.  It  means  painting 
and  cleaning.  In  fact,  it  can  include 
security,  and  even  food  service. 

We  are,  in  short,  committed  to 
creating  the  ideal  building  environment. 


One  of  the  most  economical  and 
practical  ways  to  achieve  this  is  through 
outsourcing.  Whereby  you  contract  an 
outside  company  to  perform  everyday 
services  that  are  quite  separate  from 
your  core  business. 

With  over  40  years  of  experience  in 
integrated  facility  management,  we  have 
the  skills  to  provide  a  complete  range  of 
services.  From  mail  services  to  heating, 
ventilation  and  air  conditioning  to 
structural  maintenance. 

The  savings  are  often  quite 
dramatic.  And,  ultimately,  outsourcing 


lets  you  spend  more  of  your  valuable 
time  doing  what  you  do  best. 

As  the  experienced  leader,  we 
realize  that  any  building,  given  the 
right  kind  of  attention,  can  become 
more  comfortable  and  productive. 
There  is  absolutely  no  reason  why 
your  business  can't  be  as  well. 

Which  is  precisely  why  we  have 
always  been  interested  in  improving 
life  in  the  great  indoors.  Not  to 
mention  outdoors. 
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At  Last.  A  Multivendor 
Service  Company  That  Gives 
You  Answers,  Not  Excuses. 


Far  beyond  the  purchase  price  of  network  hardware  and 
software  is  the  price  you  pay  when  your  network  doesn't 
do  what  it  was  designed  to  do.  Keep  your  business  on 
track  with  support  from  a  company  that  has  a  unique 
understanding  of  complex  multivendor  networking  and 
the  technical  resources  to  support  you  worldwide. 
The  company  voted  #1  in  technical  support  by  the  readers 
of  InfoWorld.  If  you  can't  afford  to  wait  for  answers, 
get  in  touch  with  us  today.  There's  no  excuse  not  to. 

igital's  Multivendor  Customer  Services 

Call  1-800-295-8025 


Digital 
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A  NEW  COLUMN  WITH 
THE  LOWDOWN  ON  HIGH  TECH 


ecessity  can  be  the  mother  of  expertise  as  well  as  invention.  In  this  ease, 
the  expert  is  Steve  Wildstrom,  the  business  week  editor  who  has 
taken  up  the  task  of  keeping  us  posted  on  technology  developments  in 
our  new  Technology  &  You  column.  The  column  will  provide  insight  on  how  tech- 
nology affects  our  daily  lives,  whether  in  the  office  or  the  home  (an  increasing- 
ly blurred  distinction  in  the  day  of  laptops  and  cellular  phones). 

The  focus,  as  reflected  in  the  title  of  the  column,  will  be  on  delving  into  and 
explaining  technology  as  it  affects  you  as  a  user.  The  subjects  will  run  the  gam- 
ut—from rating  the  latest  line  of  laptops  to  sharing  tips  on  corporate-information 
management,  to  analyzing  government 
technology  policy. 

Steve  is  eminently  qualified  to  write 
about  technology  with  a  personal,  non- 
technical approach.  He  came  to  the  digital 
world  with  little  more  than  a  lively  curios- 
ity while  majoring  in  sociology  back  in 
the  late  1960s  at  the  University  of  Michi- 
gan and  analyzing  polling  data  on  an  IBM 
360.  Steve  became  a  true  computer  jock  in 
1984,  when  he  was  designated  the  office 
wizard  in  charge  of  keeping  the  computer 
systems  running  in  the  magazine's  Wash- 
ington bureau. 

His  home  is  becoming  something  of  a 
mini-network,  too.  Steve,  his  wife,  Susan, 
and  his  sons,  Jonathan  and  David,  use  their  Dell  486D33,  a  386DX,  and  a  new 
Power  Mac  6100/60  for  such  things  as  preparing  math  tests  or  playing  games. 

This  familiarity  with  computers  has  paid  handsome  dividends  for  the  magazine. 
Steve  was  part  of  the  team  that  produced  "The  Technology  Payoff,"  our  June  14, 
1993,  cover,  which  proved  to  be  a  prescient  analysis  of  the  productivity  gains  now 
accruing  from  years  of  investment  in  computers  and  related  equipment.  More  re- 
cently, he  wrote  some  and  edited  all  of  the  extensive  personal-technology  guide 
in  our  bonus  issue,  The  Information  Revolution. 

Steve,  46,  joined  business  week  in  Detroit  in  1972  after  three  years  with  the 
Associated  Press.  He  has  been  in  Washington  since  1974,  covering  economic  pol- 
icy and,  until  starting  the  new  column,  serving  as  senior  news  editor. 

While  Steve  brings  his  own  expertise  to  the  column,  we  want  to  encourage 
readers  to  make  the  new  addition  an  interactive  feature,  consistent  with  the  na- 
ture of  how  we  share  information  these  days,  whether  via  e-mail  or  electronic  bul- 
letin boards.  The  "Bulletin  Board"  feature  was  designed  with  reader  input  in 
mind.  With  the  world  of  information  technology  moving  so  fast,  we  are  all 
learning  as  we  go.  I  encourage  you,  the  reader,  to  share  your  curiosity  and  ex- 
perience. The  column,  on  page  20,  includes  Steve's  Internet  and  fax  addresses. 
Write  early  and  often— and  enjoy. 


Editor-in-chief 


Close?  Close?! 

Of  course,  to  the  engineers  at  Lexus,  that  sounded  like  a  challenge.  So  they  went  back  with  the  formidable  task 
aking  the  1995  Coupe  even  more  awe-inspiring  than  its  predecessor.  Re-examining  everything  from  styling  to 
armance  for  a  way  to  improve  a  car  many  felt  didn't  need  improvement.  Over  20  refinements  later,  we  are  pleased 
troduce  the  new  1995  Lexus  Coupe. 


Last  year,  Car  and  Driver  magazine  said,  "It  is  difficult  to  imagine  making  the  SC  400  better."  We  wonder 

The  Relentless  Pursuit  Of  Perfection. 


they'll  say  this  year.  For  the  dealer  nearest  you.  call  800-USA-LEXUS.    (jj^  ^  I'*""* 
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STATION  BREAK:  IN  HINDSIGHT,  THE  DEFECTION  OF  AFFILIATES  FROM  LAURENCE  TISCH'S  CBS  TO  RUPERT  MURDOCH'S  FOX  SEEMED  INEVITABLE 
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30  TUNNEL  VISION  AT  CBS? 

In  the  blink  of  an  eye,  CBS  Lost  eight 
affiliate  stations  to  Fox.  The 
network  downplays  the  defection, 
but  the  raid  has  clearly  put  it  on  the 
defensive.  The  irony  is  that  for  eight 
years,  CBS  Chairman  Laurence  Tisch 
has  concentrated  on  broadcast  and 
broadcast  alone— and  that  narrow 
focus  may  make  a  bad  situation 
worse 

34  HOW  RUPERT  DOES  IT 

Vision  has  never  been  Murdoch's 
problem.  Now  cash  isn't  either 
36  POWER  JOLT  AT  THE  STATION 

Affiliates  used  to  be  at  the  nets' 
mercy.  How  the  tables  have  turned 
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38  THE  LOGJAM  MAY  LOOSEN 

Even  less-than-universal  health  care 
may  pass  because  Congress  fears 
enacting  no  bill  at  all 


39  COMMENTARY 

Too  many  politicians  are  in  the 

health-reform  lab, 

and  a  monster  could  emerge 

40  SMOKIN'  IN  THE  BOARDROOM 

A  shareholders'  push  to  separate  the 
food  and  tobacco  divisions  splits  the 
brass  at  Philip  Morris 
42  DISNEY'S  PRINCE  CHARMING? 

Up  to  $430  million  in  new  equity 
from  a  Saudi  prince  may 
help  recharge  Eurodisney 

44  BURNING  RUBBER 

Thanks  to  price-cutting  and  new 
models,  U.S.  sales  of  European  cars 
are  the  hottest  in  a  decade 

48  AGRICULTURE'S  SEEDLINGS 
It's  funding  a  slew  of  companies 
aimed  at  making  new,  nonfood 
products  from  traditional  farm  crops 

50  IN  BUSINESS  THIS  WEEK 

Joe  Camel  lives,  building  materials, 
puzzlement  at  IDB,  greening  of  the 
Supreme  Court,  China's  debt  to 
Clinton,  a  sell-off  at  DEC,  a  setback 
for  banking  reform 


International  Business 

52  CHINA 

From  Caterpillar  to  IBM,  Americar 
giants  are  making  major  deals— an 
cashing  in  on  the  new  climate 


54  RUSSIA 

It  tries  to  boost  arms  sales 
—thus  avoiding  layoffs  and  holding  ij 
on  to  its  technological  edge 

55  INTERNATIONAL  OUTLOOK 

Can  high-tech  gizmos  deliver  a  cle; 
vote  in  Mexico? 
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Roberts:  What's  flying  out  the  ozo 
hole?  Billions  of  dollars— because 
the  Chicken  Littles  have  prevailed 
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The  art  market,  value  vs.  growth 
stocks,  executive  hires  worldwide, 
hotshot  companies  truck  on 
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Just  what  the  doctor  ordered 
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ICI  ATTACKS  ON  ALL  FRONTS: 
HAIRMAN  BERT  ROBERTS  HAS  MCI 
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ABY  BELLS  AT  HOME,  AND  PUSHING 
«  LONG-DISTANCE  WAR 
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WELFARE  IS  A  SELF-DEFEATING  TRAP 
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STATE-FINANCED  CHILD  CARE 
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'Tiy  Clinton  can't  keep  his  eyes  off 
alifornia's  gubernatorial  race 

locial  Issues 

EFORMING  WELFARE 

lmost  everyone  agrees  that  it's 
X)d  for  nobody,  but  will  a 
msensus  for  true  reform  emerge? 
OW  TO  FIX  THE  SYSTEM 
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TALK  SHOW 


A  lot  of  them  will  think  that  they've  died  and  gone  i 
heaven. 

—Rupert  Murdoch,  on  the  12  Fox  affiliates  he  dumped  in  a  recel 
station  swap,  where  some  may  go  to  CBS 


EDITED  BY  LARRY  LIGHT 
AND  JULIE  TILSNER 


THE  NAME  GAME 

AT  LEAST  IT  WON'T 
BE  HUIZENGA  STADIUM 


W 


hat's  in  a  name?  Plen- 
ty, as  Wayne  Huizen- 
ga,  chief  of  Blockbuster  En- 
tertainment, is  finding  out. 
The  video-rental  and  sports 
czar  wants  to  buy  the  Miami 
Dolphins  for  $138  million  and 
the  50%  of  Joe  Robbie  Stadi- 
um that  he  doesn't  own  for 
$12  million.  Trouble  is,  the 
sellers— heirs  of  founder  Joe 
Robbie— insist  that  the  stadi- 
um name  not  change.  This  is 
stymying  the  deal. 

Huizenera  doesn't  want  to 


WAYNE'S  world:  Hailing  Keith  Jackson 


enter  an  open-ended  long-term 
agreement  on  the  name.  "I'm 
not  going  to  call  it  Huizenga 
Stadium,  absolutely  not,"  vows 
Huizenga,  who  also  owns  the 
Florida  Marlins  baseball  team 
and  Florida  Panthers  hockey 
team.  And  he  argues  that  if 


STREET  TALK 


THAT  BEAR  COMES  GROWLING  HOME 


ummev 


Pampered  Wall  Street 
types,  used  to  hull-mar- 
ket riches,  are  starting  to  feel 
the  pinch  of  this  year's  de- 


clining market.  Securities 
firms'  pretax  net  profit 
for  1994's  first  quarter  is 
less  than  half  the  $3.6  bil- 
lion logged  in  the  same 
1993  period,  estimates 
the  Securities  Industry 
Assn.  That  is  producing 
a  round  of  cost  cuts. 

Charles  Schwab,  which 
hired  at  a  torrid  pace 
last  year,  has  asked  employ- 
ees to  take  "sabbaticals"  for 
up  to  six  months  at  25%  pay. 
PaineWebber  is  requiring  that 


he  ever  wants  to  sell 
the  field,  a' permanent 
name  would  hurt.  Cor- 
porate sponsors  pay  big 
to  see  their  monikers 
on  sports  facilities: 
United  Airlines  anted 
up  $20  million  for 
Chicago's  new  United 
( 'enter. 

Some  of  Robbie's  de- 
scendants are  insistent. 
Says  Deborah  Olson: 
"My  father  built  the 
stadium.  I  consider  it 
a  memorial."  A  compromise  is 
under  negotiation.  Meanwhile, 
Huizenga  is  taking  a  drubbing 
locally.  Miami  Herald  colum- 
nist Greg  Cote  wrote  that  re- 
moving the  Robbie  name 
"would  be  corporate  grave- 
robbing."       Gail  DeGeorge 


all  new  hires  be  approved 
by  headquarters.  Merrill 
Lynch  is  "selectively  reduc- 
ing hiring"  in  all  but  essen- 
tial areas.  Merrill  is  also 
clamping  down  on  travel,  en- 
lertainment,  and  other  ex- 
penses. Fidelity  is  "reassign- 
ing" 380  telephone  operators 
to  other  jobs,  expecting  a 
slow  summer. 

On  the  plus  side:  This 
year's  cuts  are  tame  com- 
pared to  past  market  down- 
turns, largely  because  most 
Wall  Street  firms  are  still 
lean  from  1987  and  1990 
austerity.        Geoffrey  Smith 


A  I.  I  l"  Y     C  II 


C  X 


FOX  SAYS  it  is  not  a  television  network.  Ru- 
pert Murdoch's  upstart  "programming  service," 
as  it  calls  itself,  is  taking  advantage  of  Federal 
Communications  Commission  rules  that  say  a 
network  must  offer  more  than  15 
hours  of  prime-time  viewing  per 


IN  REALITY,  Fox  is  a  network  in 
most  respects.  It  has  a  broad  reach: 
Its  signal  is  available  to  95%  of 
American  homes,  vs.  99%  for  the 
Big  Three.  Although  its  ratings  average  7.2  points 
(with  each  point  almost  1  million  households), 
compared  with  12.4  for  the  others,  the  differ- 
ence is  mainly  because  Fox  shows  are  on  for 


week.  Fox  has  cleverly  programmed  exactly  15, 
while  the  Big  Three  each  have  22.  As  a  non- 
network,  Fox  is  free  to  syndicate  the  shows  that 
it  produces— a  lucrative  business  denied  by  law 
to  ABC,  CBS,  and  NBC  until  Novem- 
ber, 1995. 


ess  time  each  evening.  And  this  fall, 
Fox  will  begin  airing  NFC  football, 
which  it  won  from  CBS.  With  an  op- 
erating income  of  $261  million,  Fox 
has  almost  overtaken  NBC's  No.  3  spot  for  fi- 
nancial performance.  The  FCC  is  being  fairer  by 
phasing  out  the  syndication  ban  for  the  Big  Three. 
But  while  it  lasts,  the  ban  gives  Fox  a  big  leg  up. 


ANNUAL  CONFESSIONS 

SAY  IT  AIN'T  SO, 
BEN  &  JERRY 


t 


en  &  Jerry's  Homem 
that  socially  conscious 
cream  purveyor,  has  a  coi 
sion:  Not  all  its  much-bl 
hooed  "all-natural"  ingredi 
have  been  natural.  We're  t| 
ing  sulfur  dioxide  preserva 
in  its  Cherry  Garcia  fla' 
And  other  flavors  with  ai 
cial  vanilla,  margarine,  or 
hydrogenated  vegetable  oi 
This  was  the  scoop  in 
Waterbury  (Vt.)  outfit's  j 
sued  annual  report.  The 


ports  have  become  quirkyp- 
rums  for  mea  culpas  irU 
section  done  by  an  outsle 
consultant.  This  one  revtlls 
that  the  company  may  h.fe 
knowingly  used  "dried-op" 
dough  in  some  batches  of  ps 
best-selling  flavor,  Chocolte 
Chip  Cookie  Dough.  Plusit 
says,  staffers  widely  criticte 
a  "lack  of  leadership." 

The  company,  started  ly 
two  hippie  entrepreneurs,  srs 
it  had  thought  the  all-natal 
claim  was  correct.  Then,  rw 
FDA  rules  forced  it  to  ask  sp- 
pliers  of  mixed-in  ingredientj- 
the  chunky  stuff— what  tly 
used.  Since  learning  the  shoe- 
ing truth,  the  company  saysft 
has  taken  out  the  sulfur  div- 
ide and  the  artificial  vank 
and  is  testing  to  see  if  cf 
sumers  will  like  butter  insttp! 
of  margarine  and  the  HkeA 
spokesman  says  Ben  &  Jerrs 
has  removed  the  all-natujl 
claim  from  flavors  that  dot 
measure  up.    Mark  Maremk 
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UP  F',N 


Does  Your  Full-  Commission  Broker 
3ffer  Investment  Software  Like  This? 


Schwab  Does,  And  It's  Free. 


Most  full-commission  brokers  don't  offer  mvest- 
ent  software  to  individual  clients.  But  at  Schwab, 
i  treat  our  investors  differently.  And 
oviding  you  with  your  own  invest-     \  ^ 
ent  software  is  just  one  more  reason  to  \ 
tde  up  to  Schwab. 


Get  StreetSmart 
Investment  Software- 


Free. 


For  a  limited  time,  Schwab  is  offering  you  power- 
1  investment  tools,  free.  Just  move  $15,000  into  a 
:hwab  account  between  May  2  and  August  31,  1994, 
id  get  StreetSmart"  investment  software  or  three 
Dtnpany  Research  Reports — free  of  charge. 

With  Schwabs  widely  acclaimed  StreetSmart,  you 
in  research  investments,  place  orders  and  monitor  your 
•count  nght  from  your  personal  computer — anytime 
»y  or  night.  Plus,  with  StreetSmart,  youll  save  an  addi- 
)nal  10%  on  commissions' 

Or,  select  from  over  5,000  Company  Research 
sports,  prepared  by  independent  Wall  Street  analysts, 


which  cover  financial  histories,  earnings  forecasts, 
buy/sell  rankings  and  more. 

Make  More  of  Your  Money 
Work  for  You. 

Every  dollar  you  pay  your  broker 

comes  right  out  of  your  investment.  To 

make  more  of  your  investment  dollar 

work  for  you,  trade  up  to  Schwab  where  you  can  save 

up  to  76%?'  on  stock  commissions. 

Trade  Up  to  Schwab  Today. 

Remember,  this  offer  expires  on  August  31,  1994, 
so  act  now.  To  open  up  or  transfer  additional  funds  to  a 
Schwab  account,  just  stop  by  one  of  our  200  offices  or 
call  us  today  at: 

1-800-4-SCHWAB  ext.  47A. 

Charles  Schwab 

Helping  Investors  Help  Themselves' 


fer  available  for  individual  investors  only.  Limn  one  per  customer.  *StreetSmart's  10%  discount  is  based  on  Schwab's  current  commission  schedule  and  may  be 
ed  with  other  offers  at  Schwabs  discretion.  **Based  on  a  2/94  survey  conducted  by  Schwab,  available  upon  request  $39  minimum  commission.  Full-commission 
akers  may  provide  different  services,  including  personalized  securities  recommendations.  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other 

,-iHiif-tr  flll¥urK,rl„f  Cl^.^Kfar  n    Inr  Upmhpr  ^IPr/NIV^F   All  ri  ahtc  rptprvpr]   I  S/Q41 


INSIDE  MOVES 


BAD-HEWS  BEARERS 
WHO  LUCKED  OUT  TWICE 


Information  Resources,  the 
market-data  company,  has 
an  information  problem— the 
insider  kind.  Company  officials 
sold  IKI  stock  before  IRI  an- 


TWIN  COINCIDENCES  AT 
INFORMATION  RESOURCES? 


FEB.  28,  '93  MAY  17,  '94 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESS  WEEK 


nounced  bum  earnings,  slam- 
ming the  share  price.  Worse, 
critics  say,  this  happened 
twice-in  1989  and  1993.  A  tri- 
al nears  an  end  in  a  sharehold- 
er suit  stemming  from  '89;  a 


suit  for  '93  was  recently  filed. 

The  company  argues  in  both 
cases  that  officials  had  no  idea 
of  impending  bad  news  and 
sold  to  diversify  their  hold- 
ings—and that  IRI,  in  a  seesaw 
battle  with  rival  A.  C.  Nielsen, 
is  a  volatile  stock.  The  offi- 
cials, also  defendants  in  the 
suits,  won't  comment,  says  IRI. 

Then-Chairman  John  Malec 
told  institutional  investors  on 
Feb.  14,  1989,  that  earnings 
per  share  for  the  year  would 
be  50<P  to  55<f,  the  1989  suit 
says.  Around  then,  he  sold  IRI 
shares  worth  $2.2  million; 
along  with  two  other  insiders' 
sales,  that's  a  total  of  $3.5  mil- 
lion. (IRI  says  the  Malec  story 
isn't  in  context:  Malec  volun- 
teered no  figures  but,  in  re- 
ply to  a  question,  said  he  was 
"comfortable"  with  500  to  55<F.) 
In  April,  1989,  IRI  announced  a 
quarterly  loss  due  to  several 
troubled  operations.  The  stock 
sank  $2  per  share,  to  11. 

In  1993,  from  May  through 
December,  the  new  suit  says, 
16  officers  or  directors  sold 
shares  for  $14.8  million— with 
Chairman  Gian  Fulgoni  ac- 
counting for  $835,000.  All  that 
time,  the  suit  says,  IRI  gave 
rosy  assessments  to  analysts. 
But  on  Feb.  4  and  Apr.  5, 
1994,  IRI  said  tough  competi- 
tion had  lopped  earnings  to 
half  of  analysts'  forecasts  for 
the  two  preceding  quarters. 
The  stock,  now  at  15,  has  lost 
almost  two-thirds  of  its  value 
since  early  February.  □ 


WHITE-COLLAR  BLUES 


RESOLIHG  FOR  THE  FORMERLY  WELL-HEELED 


ALLEN-EDMONDS 


The  sad  armies  of  executives 
axed  in  corporate  downsiz- 
ings  are  out  pounding  the 
pavements.  Trouble  is,  they're 
looking  a  mite  down  at  the 
heels— and  new  shoes  for 
the  big  job  interview  are  pro- 


hibitively expensive. 
That's  why  Allen-Ed- 
monds, the  Milwaukee- 
based  men's  shoemaker 
whose  styles  fetch  as 
much  as'  $1,500  per 
pair,  is  having  a  huge 
run  on  its  refurbishing 
sideline,  says  its  presi- 
dent, John  Stollenwerk. 
For  $80,  a  customer 
can  send  in  his  Allen-Edmonds 
and  get  them  redone— re- 
stitched,  resoled,  etc.  When 
this  program  started  five 
years  ago,  only  100  pairs  a 
month  showed  up.  Now,  the 
number's  pushing  700.  □ 


DRAWN  AND  QUARTERED 


House- 


PROXY  MOXIE 


AH  UHUSUALWAY 

TO  CAPTURE  A  COMPANY 


As  proxy  fights  go,  taking 
away  the  annual-meeting 
gavel  is  an  unusual  approach. 
Consider  insurer  us  Facilities, 
wooed  by  $397 
million  Fidelity 
National  Finan- 
cial, the  title  in- 
surance company, 
for  $15  per  share. 
The  suitor  want- 
ed to  place  reso- 
lutions on  Facili- 
ties' May  25 
annual-meeting 
ballot  to  put  Fa- 
cilities on  the 
block  and  run 
two  Fidelity- 
backed  board  candidates.  But 
$160  million  Facilities  said 
that  according  to  its  bylaws, 
Fidelity  was  too  late. 


So  Fidelity  cooked  u 
proxy  fight.  It  began  s< 
ing  proxies  from  Faci 
shareholders,  then  threa 
not  to  vote  them  and 
vent  the  target  com 
from  reaching  a  meeting 
rum.  Fidelity's  lawyer,  Mi 
Goroff,  say 
pressure 
needed  to  gc 
cilities'  "boa 
take  our  pro 
seriously."  A 
ently,  the  st 
gy  worked 
board  vote* 
May  16  to 
delity  on  the 
lot  but  sa} 
wasn't  bowi 
pressure.  Ai 
meeting,  si 
holders  appr 
the  Fidelity  resolutions,  th 
Facilities  has  vowed  to 
lenge  the  two  board  mem 
election.       Linda  Himet 


THE  BIG  PICTURE 

GETTING  SOLID 

Most  companies  in  the  last  five  years  have  pushed  to  lower  debt  a 
crease  equity.  But  one  survey  found  small  companies  (grossing  less 
$  1 0  million  a  year)  were  more 
successful  than  large  companies. 

EQUITY  AS  PERCENT  OF  CAPITAL 
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DATA:  AMERICAN  MANAGEMENT  ASSH. 


FOOTNOTES 


Change  since  1984  in  household  breakfast  consumption  of  fried  eggs:  down  54%.  Of  bagels:  up  169% 
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money  back  if  it  didn't  arrive  on  time. 
Now  imagine  if  that  airline  only  took  packages. 


he  Worldwide  Express 


J£S  ■  IX  f  £■  C?  WE 


.  We  promise  toy. 

your  package  on  time  to  hundreds  of  cities  around  the  world  or  we'll  deliver  it  s 
:  free.  Kind  of  makes  you  wish  we  also  took  people,  doesn't  it?  For  guarantee 
tails,  call  1-800-PICK-UPS.  The  package  delivery  company  more  companies  count  on.s  / 


Scratch  For  Plenty  Of  Clients. 


Take  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  as  -  along  with 
our  British  and  Australian  partners  -  to  design  and  build  an  integrated 
telecommunications  network  for  the  entire  continent. 

Tire  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and 
long-distance  service  combined  to  provide  millions  of  Australians  with  the 
most  sophisticated 
communications  tech- 
nology in  the  world. 

Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're 
on  five  continents.  Sharing  our  expertise  in  all  phases  of  communications 
technology,  from  design  and  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total 
communications  systems.  But  it  was  also  our  ability  to  listm.  And  maize  the 
technology  meet  Australia's  needs. 

Some  people  think  we're  still  a  regional  company.  We  are.  It's  just 
that  now  the  whole  world  is  our  region.  For  more  information,  call  your 
BellSouth  representative  or  1-800-726-BELL. 

©  1994  BellSouth  Corporation 
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NEWT  GINGRICH 
BEGS  TO  DIFFER 


Your  feature  "Reality  check"  (Up 
Front,  May  9)  missed  several  facts 
about  reality  in  the  proposed  World 
Trade  Organization. 

Fact:  The  new  organization  would  be 
one  nation  one  vote,  with  no  veto.  Anti- 
gua and  Macao  would  equal  the  U.  S. 

Fact:  Payments  would  be  assessed 
based  on  share  of  world  trade.  For  less 
than  1%  of  the  vote,  the  U.  S.  would 
pay  more  than  20%  of  the  budget. 

Fact:  Vice-President  Al  Gore  at  the 
GATT  final  session  described  a  World 
Trade  Organization  Committee  on  trade 
and  environment  with  "broad  terms  of 
reference.  It  has  a  comprehensive  work 
program.  It  has  a  mandate  to  develop 
recommendations  for  necessary  change." 
He  also  outlined  the  opportunity  for 
world  labor  standards  to  be  discussed  in 
the  World  Trade  Organization. 

Creating  a  permanent  World  Trade 
Organization  and  launching  new  projects 
on  the  environment,  labor,  and  in  the  fu- 
ture on  other  issues  deserves  critical 
scrutiny.  It  would  be  sensible  to  question 
before  we  ratify  and  not  rush  into  a  de- 
cision we  have  not  explored  thoroughly. 

Newt  Gingrich  (R-Ga.) 
U.  S.  House  of  Representatives 
Washington 

BECKER'S  WORLD  VIEW 

GETS  RAVES— AND  RASPBERRIES 

■  n  regard  to  Gary  Becker's  article, 
I  "Let's  defuse  the  population  bomb— 
with  free  markets"  (Economic  Viewpoint, 
May  23),  I  agree  with  him  100%.  The 
U.  N.  and  other  international  organiza- 
tions' policies  on  Third  World  nations' 
development  were  drafted  based  on 
naive  assumptions  and  outdated  infor- 
mation. If  they  really  care  about  helping 
to  solve  some  of  the  serious  problems 
facing  these  nations,  they  must  concen- 
trate more  on  how  to  improve  the  edu- 
cational systems  and  how  to  support 
businesses  of  the  microentrepreneurs  in 
these  developing  nations. 

Michael  Armah 
Alexandria,  Va. 


When  will  we  disabuse  econorj 
of  the  absurdity  that  per  ca 
income  data  are  reflective  of  impij 
ments  in  family  income?  Becker  sti 
"The  typical  Third  World  family  isj 
much  better  off  than  40  years  ago.' 
evidence:  "Per  capita  incomes  in  mol 
these  nations  have  grown  at  { 
rates. . . ."  Unfortunately,  per  ca 
rates  simply  do  not  stand  the  te^ 
disaggregation. 

Witness  the  U.  S.:  From  1973  to 
real  per  capita  disposable  incom^ 
creased  at  an  annual  rate  of  1.3%. 
ing  the  same  period,  the  top  fifth  o\ 
population  increased  its  share  of  fa 
income  by  7.8%,  while  the  lower  fil 
share  decreased  by  16.4%.  Four-fiftfl 
American  families  experienced  fallin 
stagnant  real  incomes  during  the  pe| 
"Much  better  off"?  Hardly. 

Stephen  Viederl 
Presif 

Jessie  Smith  Noyes  Found^ 
New 


A  CHARACTER  REFERENCE 

FOR  DAVID  WATKINS  

Your  article  "The  Arkansas  c 
strikes  again"  (Top  of  the  N 
May  16)  seems  an  effort  to  man 
ture  sensationalism  without  getl 
the  complete  facts  regarding  W.  D| 
Watkins. 

My  association  with  Watkins 
back  to  1982,  when  I  first  knew  hi: 
the  long-distance  telephone  busi 
providing  service  to  families  and 
nesses  in  Arkansas  and  Mississip 
found  that  he  was  not  only  very  ca] 
but  a  hard-working,  innovative  e: 
preneur  who  provided  leadership  o: 
highest  quality.  After  we  sold  our 
nesses,  Watkins  and  I  looked  at  nu 
ous  other  businesses  together,  ai 
found  his  proposals  accurate  and 
thought  out.  At  no  time  did  Watkin: 
ceive  commissions  or  fees  that  wen 
appropriate.  In  fact,  the  commiss 
and  fees  he  received  did  not  cover 
direct  costs  that  were  involved  in  tr 
to  work  with  these  businesses  that 
seeking  financial  help. 

In  1989,  I  began  to  explore  the 
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"I  got 
the 
take 

home 


)  compromise  in  a  GMC  Truck.  Industrial  strength  or 
idy  take-home  size,  you  get  full  strength.  As  it  has 
?n  through  nearly  a  century:  GMC  Truck,  delivering 
:  strengths  of  trucks. 

hat  have  we  done  for  you  lately?  The  1994  GMC 
rra.  It's  got  something  you  probably  don 't  expect 
m  a  truck- refined  road  manners. 


A  vibration-eating  balance  shaft  in  Sierra's  standard 
engine  quiets  your  fears. 

[independent  front  suspension  smothers  road  shock 
before  it  can  reach  you.  While  a  commanding  view  of  the 
road  makes  Sierra  decidedly  uncar-like. 
[When  you  look  into  your  next  truck;  look  into  luxuri- 
ous, take-home-sized  industrial  strength.  To  learn  more 


ptical?  Understood.  But  put  Sierra  through  its  paces.      about  GMC  Sierra,  call  1-800-GMC  TRUCK. 


ghts  Reserved.  Buckle  up.  America!  I      Lr  BJBfr 


^  Sierra 

THE  STRENGTH  OF  EXPERIENCE 


D 1994  GM  Corp..  GM,  GMC.  GMC  Truck  Sierra  and  the  GMC  Truck  logo  are  registered  trademarks  of  General  Motors  Corporation. 
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APPLICATIONS    THAT   WORK  TOGETHER 
LIKE   ONE-1-2-3?  AMI    PRO"  WORD 
PROCESSOR.    APPROACH'  DATABASE, 
FREELANCE   GRAPHICS"  AND  ORGANIZER'." 
TOGETHER    THEY    BASICALLY   DO  WHAT 
YOU    NEED   DONE.    ADD    LOTUS  NOTES' 
AND   YOU    OPEN    UP   A   NEW   WAY    TO  WORK 
WITHOUT   THE   TRADITIONAL  BOUNDARIES 
AND  BARRIERS. 

LOOK    INTO    IT.    SMARTSUITE  COSTS 
$299"    OR   GET    THE    TRIAL    KIT  FOR 
$14.95.    JUST    CALL   1  -  8  0  0  -  T  R  A  D  E  -  U  P, 

EXT.  9637** 
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BREITLING 

1884 

Instruments  for  Professionals 


Selfwinding  mechanical  movement 


With  leather  strap  or  Pilot  metal  bracelet 


AUTHORIZED  BREITLING  AGENT: 


deBoulle 

50  \  Preston  ko.nl  •  Dallas,  I  \  75205 
I  800-454  ( IH  MS  •  214-522-2  100 


sibility  of  working  with  Outback  St 
house  Inc.,  and  I  invited  Watkin: 
work  with  me  in  developing  a  bush 
plan.  Watkins  did  an  outstanding 
and  provided  not  only  Outback  but 
self  with  all  the  information  and  all 
services  at  reasonable  costs  that 
could  have  asked  for. 

I  suggest  that  in  the  future,  you 
your  staff  get  all  of  the  facts  prio 
writing  such  a  disparaging  article. 

Steve  Grant 
Presic 

j&r  Restaurant  Gi 
Jackson,  IV 

Editor's  note:  Outback  Steakhouse  is 
owned  by  J&R.  This  letter,  one  of  set 
we  received  attesting  to  Watkins'  c 
acter  and  background,  was  written  it 
spouse  to  a  request  from  Watkins, 
has  since  resigned  his  White  House  se 
staff  job. 

THE  TROUBLE 

WITH  UNIONS  I 

Your  article  "Why  America  needs! 
ions,  but  not  the  kind  it  has  n| 
(The  Workplace,  May.  23)  was  well 
searched  and  well  presented. 

At  the  present  time,  the  more  sei 
problems  are  the  government-empk 
unions,  municipal-employee  unions, 
the  National  Education  Assn.  My  ob 
vation  of  this  group  is  that  they 
much  more  interested  in  benefits 
salaries  than  they  are  in  education. 

Robert  S.  Gill 
Montpelier, 

■  would  like  to  correct  one  point  in 

■  story.  Rather  than:  "And  many 
ployees,  union  and  nonunion  alike, 
suffer,  whether  they  know  it  or  r 
the  sentence  should  read:  "And  m 
employees,  union  and  nonunion  al 
and  companies  will  suffer. . . ." 

Mary  L.  Partri 
Miles  City,  M 
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T«t  Presidents  Cup 

International  Match  Play  Competition 

September  12-  18,  1994 

Robert  Trent  Jones  Golf  Club 
Lake  Manassas,  Virginia 


"It  is  an  honor  to  be  selected 
as  the  first  captain  of  the 
International  Team  for  the 
Presidents  Cup.  It  promises  to  be 
a  great  event  on  a  course  that 
will  be  terrific  for  match  play 
competition." 


The  world's  greatest  golfers  will 
compete  head-to-head  on  one  of 
America's  finest  courses. 
Net  revenues  from  the  Presidents  Cup 
will  be  distributed  to  charities 
designated  by  the  players. 


'The  Presidents  Cup  is 
going  to  be  a  great  event. 
Not  only  am  I  looking 
forward  to  being  captain 
for  the  American  side,  I'm 
hoping  to  play  my  way 
on  to  the  team!" 


David  Graham 

Captain 

International  Team 


Hale  Irwin 

Captain 
United  States  Team 


a  limited  number  of  weekly  grounds  badges 
-  good  for  practice  rounds- 
-  Opening  and  Closing  Ceremonies  - 
-  and  three  days  of  competition  - 
are  available  for  $125  each.  (Includes  parking.) 

Call  1-800-668-6875 


The  Presidents  Cup  will  be  televised  by  ESPN  and  CBS  Sports. 


WORKING  UNDER  DIFFERENT  RULES 

Edited  by  Richard  B.  Freeman*  261  pp  •  $39.95/$14.95  paper 
Russell  Sage  Foundation,  New  York 


JOB  ONE  IN  AMERICA: 
BETTER  JOBS 


When  major  industrialized  na- 
tions gathered  in  Detroit  last 
March  for  a  jobs  conference 
called  by  President  Clinton,  the  U.  S. 
seemed  to  hold  the  high  ground.  After 
all,  some  20  million  jobs  have  been  creat- 
ed in  the  U.  S.  since  1980,  and  the  unem- 
ployment rate  keeps  sliding  as  the  econ- 
omy recovers.  All  of  Europe  has 
generated  only  a  few  million  jobs  since 
1980,  and  its  jobless  rate  hovers  around 
10%.  Many  European  leaders  blame  their 
countries'  high  wages,  generous  bene- 
fits, and  extensive  social  safety  nets. 
They  point  to  America's  flexible  labor 
markets  as  a  model. 

But  anyone  who  thinks  the  U.  S.  is 
on  the  right  track  should  grab  a  copy  of 
Working  Under  Different  Rules,  edited 
by  Richard  B.  Freeman,  a  Harvard  Uni- 
versity labor  economist  who  also  runs  a 


comparative  labor  studies  program  at 
the  London  School  of  Economics.  Five 
chapters  summarizing  five  books  com- 
missioned by  Boston's  National  Bureau 
of  Economic  Research  for  an  impressive 
four-year  project  involved  dozens  of  aca- 
demics who  compared  U.  S.  labor  mar- 
kets with  those  in  Western  Europe,  Can- 
ada, Japan,  and  Australia.  The 
conclusion:  The  U.  S.  has  performed 
worse  in  terms  of  improving  standards 
of  living  than  most  other  industrialized 
countries.  Indeed,  the  book  suggests  the 
U.  S.  can  learn  as  much  from  them  as 
they  can  from  the  U.  S. 

Yes,  the  U.  S.  has  created  scads  of 
jobs.  But  providing  employment  isn't 
enough.  What  matters  is  delivering  the 
highest  living  standards  for  the  most 
people— and  that  requires  jobs  that  pay 
well.  Because  Europe's  productivity 


growth  has  topped  America's  for  n<fty> 
two  decades,  its  wages  and  ben  ts. 
have  grown  faster.  When  you  com  pe 
jobs  and  wages  and  look  at  per-cj  la 
gross  domestic  product— the  broa  fet 
measure  of  living  standards— Europcles 
performed  better  over  the  past  20  yfs. 

The  U.S.  also  has  more  povertypd 
worse  income  inequality.  In  fact.jpe 
book's  most  startling  revelation  map 
just  how  badly  the  poorest  workers  tot 
compared  with  those  in  other  advami 
economies:  U.  S.  men  in  the  lowestBr/t 
of  wage-earners,  for  example,  earnBl: 
of  what  similar  men  make  in  Italy.  1 

Why  has  the  U.S.  failed  to  delei 
the  goods?  The  book  has  bad  newafei 
rigid  free-marketeers.  It  concludes  m 
the  U.  S.  relies  too  much  on  supplyRc 
demand  in  a  highly  decentralized  ljfc; 
market.  One  result:  rising  inequayt 
Market  forces  such  as  soaring  imffc 
and  new  technologies  have  driveifc' 
the  pay  of  college-educated  Amerifc 
and  undercut  the  wages  of  less-skfcc 
workers.  The  result  is  the  biggest  set 
in  family-income  inequality  since  thefe- 
pression.  The  same  forces  affectedlu 
rope,  but  its  centralized  wage-setfe 
institutions  kept  inequality  down,  j 

In  Germany,  for  instance,  st«b 


We  have  often 
walked  down  this 
street  before. 


At  Kemper  Securities,  our  work  ethic  was  and  well  to  this  day  in  more  than  1 50  Kemper 
shaped  in  burgeoning  towns  across  America  Securities  offices  in  small  towns  and  big  cities, 
nearly  1 00  years  ago.  Places  where  talk  was     from  coast  to  coast. 


honest  and  respect  was  mutual. 

It's  a  way  of  doing  business  that's  alive 


And  it's  the  reason  we  still  measure  rela- 
tionships in  decades,  if  not  lifetimes. 


Kemper  Securities  Inc  is  a  full-service  investment  brokerage  firm  providing  a  wide  range  of  producfs  and  services  Member 
New  York  Stock  Exchange  and  olher  principal  exchanges  Member  SIPC  To  reach  the  Kemper  Securities  investment 
consultant  ta  r      u  call  1-800-CALL  KSI. 
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ms  that  set  pay  pat- 
is  in  national  wage-bar- 
ling have  supported 
salaries  of  less-skilled 
■kers.  France,  which 

fewer  unions,  gets 
lar  results  with  mini- 
n  wages  that  cover 
:h  more  of  the  work 
e  than  U.  S.  laws  do. 
opeans  also  have  more 
ernment- mandated 
Rs,  such  as  advance 
ce  of  dismissals  and 
ler  jobless  benefits, 
disproportionately 
i  low-wage  workers, 
[oreover,  the  free 
■ket  doesn't  deliver 
igh  worker  training, 
book  finds.  Surprisingly,  it  points 
that  the  U.  S.  spends  about  the  same 
Europe— roughly  1.5%  of  corporate 
rolls.  But  because  many  Americans 
p  companies  after  training,  U.  S.  em- 
ers  tend  to  train  in  job-specific  skills, 
the  more  general  ones  that  keep 
work  force  competitive.  "The  econo- 

can  become  locked  into  a  lower 
aing  equilibrium"  than  is  needed  to 
p  productivity  growing,  the  book 
ns.  One  proposal:  a  European-style 
jnal  system  to  certify  skill  standards. 


he  goal  isn't  just 
jobs  but  a  rising 
standard  of  living  for 
most  people.  By  that 
measure,  Europe  wins 


WORKING 

UNDER 
DIFFERENT 
RULES 


RICHARD  &  FREEMAN 


Many  U.  S.  economists  will  have  a 
quick  retort  to  all  this:  It's  inefficient  to 
interfere  with  markets,  and  jobs  will  be 
lost  if  you  do.  Freeman  &  Co.  agree— to 
a  point.  High  minimum  wages  do  boost 
youth  unemployment  in  France,  their 
studies  show.  Generous  benefits  ratchet 
up  unemployment,  too.  But  Europe's  la- 
bor markets  adjust  to  change  in  ways 
that  reduce  the  effect  on  jobs.  Instead  of 
slashing  pay  and  firing  workers  when 
demand  sours,  German  companies  ad- 
just each  employee's  hours.  And  many 


European  social  programs 
require  people  to  work  to 
receive  benefits. 

As  a  result,  European 
countries  have  gained 
enough  economic  growth 
from  higher  productivity 
to  more  than  offset  higher 
unemployment  and  more 
costly  social  programs. 
Plus,  as  a  result  of  those 
programs,  many  of  their 
jobless  fare  better  than 
U.  S.  low-wage  workers. 
"Our  study  of  a  host  of 
different  programs. .  . 
shows  that,  in  general, 
these  programs  do  not 
have  major  efficiency 
costs,"  says  Freeman  in 
the  final  chapter,  "Lessons  for  the  U.  S." 

Freeman  is  quick  to  note  that  the 
U.  S.  can't  simply  copy  what  others  do. 
But  it  can  adapt  their  ideas.  The  Clinton 
Administration  is  trying  just  that  with 
apprenticeship  and  training  programs. 
Given  the  conclusions  of  Working  Un- 
der Different  Rules,  however,  the  U.  S. 
may  need  to  go  much  further  to  get  the 
average  American's  living  standards  ris- 
ing again. 

BY  AARON  BERNSTEIN 

Bernstein  reports  on  the  workplace. 
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EDITED  BY  STEPHEN  H.  WILDSTROM 


THE  PDA  MAY  NOT  BE 
DOA  AFTER  ALL 


Will  radio  rescue  the 
personal  digital  as- 
sistant? 
Since  Apple's  Newton  and 
its  ilk  hit  the  market  last 
year,  potential  buyers  have 
been  trying  to  figure  out  just 
what  their  use  might  be.  For 
all  too  many,  the  answer  has 
been:  not  much.  Apple's  im- 
proved MessagePad  110  has 
failed  to  find  a  mass  market 
since  its  introduction  in  March, 
AT&T's  Eo  bombed,  and  Bell- 
South has  delayed  introduc- 
tion of  Simon  to  rethink  the 
product. 

The  problem  with  the  New- 
ton is  fundamental:  Its  use  as 


wireless  communicator.  Priced 
at  about  $1,500,  the  Envoy 
costs  some  three  times  as 
much  as  a  Newton.  But  it  can 
connect  either  over  phone 
lines  or  by  radio  in  a  1.7- 
pound  package  that's  about 
25%  bigger  than  a  Newton. 

The  heart  of  the  Envoy  is 
General  Magic's  Magic  Cap 
operating  software  and  Tele- 
script  communications  pro- 
gram—software likely  to  turn 
up  on  a  variety  of  equipment. 
Instead  of  Newton's  handwrit- 
ing recognition.  Magic  Cap 
uses  a  miniature  on-screen 
"keyboard"  that  you  operate 
by  tapping  the  "keys"  with  a 


MOTOROLA'S 
ENVOY 


DIMENSIONS 

5  x  5.75  x  1.2  inches 
1. 7  pounds 


PRICE 

About  $1,500 


FEATURES 

Stylus-activated 
keyboard  avoids  hand- 
writing recognition 
problems.  Cellular 
modem  could  provide 

anytime-anywhere 
faxing,  data  retrieval. 


an  electronic  notepad,  calen- 
dar, and  phone  book  is  crip- 
pled because  it's  hard  to  get 
information  into  it.  The  thrill 
of  watching  a  machine  trans- 
late your  handwriting  quickly 
turns  to  frustration  with  its 
slowness  and  errors.  And 
while  Newton  handles  fax  and 
e-mail,  first  you  have  to  find  a 
phone  line.  It  offers  truly  mo- 
bile communications  only  as 
a  sort  of  superpager,  using  a 
receive-only  radio  unit  from 
BellSouth's  MobileComm. 

Motorola's  Envoy,  due  out 
this  summer,  could  save  the 
PDA  by  redefining  it  as  a  com- 
munications device— or  as 
Motorola  calls  it,  a  personal 


stylus.  I  found  it  much  easier 
to  use  than  either  handwrit- 
ing or  the  Newton's  much  ti- 
nier keyboard. 

Telescript  drives  Envoy's 
most  impressive  features. 
Motorola  is  bundling  the  ma- 
chine with  the  services  that 
can  keep  you  in  touch  with 
the  office  and  the  world.  For 
example,  the  built-in  electron- 
ic-mail software  and  radio  mo- 
dem are  designed  to  work 
with  Radiomail's  wireless  e- 
mail  services,  available  in  ma- 
jor metropolitan  areas.  Other 
software  lets  you  log  into 
America  Online  or  Compu- 
Serve and  get  travel  informa- 
tion  from   Official  Airline 


Guide's  FlightLine  service. 

Potentially  the  most  inter- 
esting on-line  service  will  be 
AT&T's  PersonaLink,  a  new 
"smart"  network  being  built 
to  work  with  Telescript.  The 
service,  which  AT&T  says  will 
be  available  when  Envoy  is 
rolled  out,  will  let  you  issue  a 
set  of  orders  to  the  network. 
Intelligent  programs,  called 
"agents,"  will  then  do  your 
bidding,  from  arranging  for 
flower  deliveries  to  shooting 
closing  prices  on  your  stock 
portfolio  into  your  Envoy  each 
afternoon.  If  all  works,  you'll 
be  able  to  fulfill  the  old  dream 
of  carrying  much  of  your  of- 
fice in  a  small  briefcase  or  a 
large  pocket. 

SLOWPOKES.  As  always,  that's 
a  big  if.  These  fancy  new  ser- 
vices now  exist  mainly  on 
paper.  And  while  wireless 
communications  free  users 
from  the  tyranny  of  finding 
and  connecting  to  a  phone 
line,  radio  systems  have  seri- 
ous flaws  of  their  own:  The 
speed  is  barely  a  third  that 
of  a  good  telephone  connec- 
tion, while  the  cost  is  several 
times  higher.  And  both  bat- 
tery life  and  internal  interfer- 
ence are  major  challenges  for 
devices  as  small  as  PDAs. 
Even  if  the  Envoy  falls 
short  of  Motorola's  hopes, 
its  technology  will  likely 
prove  a  boon  to  executives  on 
the  run.  Current  radio  mo- 
dems made  by  Motorola  and 
Ericsson  GE  Mobile  Commu- 
nications are  the  size  of  a 
small  brick  and  weigh  about  a 
pound.  Both  Motorola  and 
Ericsson  have  developed  cred- 
it-card-size models  that  could 
make  laptop  computers  and 
other  PDAs  truly  mobile  com- 
municators. Existing  services 
allow  such  a  device  to  con- 
nect with  corporate  e-mail, 
commercial  systems  such  as 
MCImail,  and  Internet  mail. 

General  Magic,  whose  own- 
ers include  Apple,  AT&T,  Mo- 
torola, and  Sony,  will  make 
Magic  Cap  and  Telescript 
available  on  a  variety  of  com- 
puters—portable and  desk- 
bound. That  could  give  com- 
puter users  communications 
options  that  they  can  only 
dream  about  today.  S.W. 


BULLETIN  BOA 


EI 


COMDEX  SHOW  ). 
IBM'S 'BLACK  BOXES'  j 

The  most  eagerly  anticipaUi 
hardware  of  the  recent  H 
Spring  Comdex/Windowk  I 
World  trade  show  in  Atlaip  l 
proved  to  be  something  61  I 
phantasm.  The  must-see  hid 
ware  was  the  PowerPC  pre 
cessor  developed  by  Motno 
la,  Apple,  and  IBM.  True, 
Apple's  new  Power  Macs 
were  running  some  imprer 
sive  graphics  at  the  Motod< 
display.  But  Comdex  is 
geared  to  IBM-compatible! 


systems,  and  PowerPC  IBM 
were  rare.  You  can  now  b 
an  IBM  PowerPC  only  as  a 
$5,000-plus  RS/6000  wo 
station.  The  IBM  display  fe< 
tured  mysterious  PowerPC 
computers,  literally  black 
boxes,  that  the  company  c 
scribed  as  "the  unannoun< 
product."  If  there's  no  sen 
of  urgency,  perhaps  there 
reason:  All  the  features  of 
new  version  of  Microsoft  V| 
dows,  promised  for  Intel 
based  personal  computer;^ 
yearend,  probably  will  no 
available  for  the  PowerPC 
filiate  1995. 

MULTIMEDIA 
'YEOW!  TURN  THAT  DOWN' 


Multimedia  computer  syst  I 
may  or  may  not  be  better 
or  easier  to  use,  but  they 
certainly  are  noisier.  The 
boom-box  displays  of  sue! 
companies  as  Creative 
Laboratories,  makers  ofth 
aptly  named  SoundBlaste 
board,  filled  the  Georgia 
World  Congress  Center  w 
an  eardrum-piercing  din  tl 
undoubtedly  sold  more  as 
rin  than  computers. 


• 


Questions?  Comments?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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TECHNOLOGY 


One  of  those  rare  occasions  when 
he  sequel  is  even  better  than  the  original. 


chnologically  speaking  it  had  no 
rals.  It  had  innovations  designed  to 


a  good  look  because  its  3.2  liter 
in-line  6  can  take  it  from  0-60  in 


otect  its  passengers  and  J^j-p Q(jy Cing  ^  ^  seconc*s'  a  mere  rour~ 
5  planet  on  which  they       the  New       fifths  of  a  second  behind 


e.  And  seventeen  awards 


S-Class 


its  8-cylinder  counterpart.** 


:luding  Best  Car  in  the  World  in 
class  for  three  years  in  a  row* 
So  what  do  you  do  next?  At 
srcedes-Benz  you  have  a  cup  of 
ffee  and  get  back  to  work. 
Which  brings  us  to  the  1995 
Class  sedans.  Even  standing  still 
e  S320  easi- 
leaves  other 

rs     behind.         Even  the  low  beams 
now  perform  35%  better. 

ie  wheelbase  has  been  lengthened 
d  the  body  streamlined  for  a 
jeker,  more  elegant  look.  But  get 


Though  Mercedes-Benz  invented 
the  crumple  zone  and 
helped  pioneer  the 

For  every  new  S-Class 
air  bag,   it's   the       there's  a  standard 
traction  control  system. 

accident  avoiding  capabilities  of  the 
S-Class  that  are  its  most  impressive 
safety  features.  Recirculating  ball 
steering  provides  handling  preci- 
sion more  typical  of  sports  cars  than 
luxury  automobiles  and,  standard 
for  1995,  every  S-Class  automobile 
will  have  a  sophisticated  traction 
control  system.  Even  the  telephone 


is  voice  activated  so  you  need  not 
take  your  hands  off  the  wheel.*** 

Finally,  there's  one  last  line  that's 
been  streamlined.  The  bottom  one. 
Which  is  in  itself  a  feat  of  engineer- 
ing when  you  consider  IntelliChoice's 
The  Complete  Car  Cost  Guide  named 
the  1994  S320  and  S420  sedans 
among  the  cars  named  "Best  Overall 
Value"  in  their  class. 

Call  1-800-FOR-MERCEDES  for 
more  information  on  the  1995 
Mercedes-Benz  S-Class,  a  car  with 
only  one  rival.  Its  predecessor. 


The  New  S-Class 


io  motor  und  sport,  Germany  "Stated  rates  of  acceleration  are  based  upon  manuf.'s  track  results  &  may  vary  depending  upon  model,  environmental  &  road  surface 
iditions,  driving  style,  altitude  above  sea  level  &  vehicle  load.  ** 'Standard  equipment  on  S600  optional  on  all  other  S-Class  models.  For  safety  reasons,  the  driver 
)uld  not  use  the  cellular  telephone  while  the  vehicle  is  in  motion.  ©1994  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 
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WHAT'S  FLYING  OUT  THE  OZONE  HOLE? 
BILLIONS  OF  DOLLARS 


BY  PAUL  CRAIG  ROBERTS 


The  evidence 
suggests  that  CFCs 
aren't  harmful.  But 
the  propaganda  of 
the  Chicken  Littles 
has  prevailed  over 
science — and  the 
cost  of  needlessly 
replacing  cooling 
equipment  will 
be  staggering 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Get  ready  for  a  big  hit  on  your  wallet: 
On  Dec.  31,  1995,  production  of  chloro- 
fluorocarbons  (CFCs)  such  as  freon,  the 
primary  cooling  agent  in  air  conditioners,  re- 
frigerators, and  freezers,  will  be  banned,  ne- 
cessitating replacement  or  retrofitting  that 
could  cost  hundreds  of  billions  of  dollars. 

A  colleague  who  serves  on  the  board  of  a 
cooperative  apartment  building  in  Arlington, 
Va.,  recently  received  a  notice  from  the  Envi- 
ronmental Protection  Agency  (EPA)  urging 
owners  of  air-conditioning  equipment  to  "act 
now  and  prepare  for  the  phaseout  of  CFCs. 
Owners  are  advised  to  begin  the  process  of 
converting  or  replacing  existing  equipment 
with  equipment  that  uses  alternative  refriger- 
ants." The  estimated  cost  of  retrofitting  the  12- 
story  building's  air-conditioning  system: 
$400,000. 

Offices,  shopping  malls,  hospitals,  hotels, 
schools,  supermarkets,  colleges,  churches,  fac- 
tories, and  owners  of  homes,  cars,  refrigerated 
trucks,  railroad  cars,  and  ships  all  face  ex- 
pensive cooling-changeover  costs. 

Car  air-conditioning  repair  costs  have  al- 
ready exploded.  What  was  once  a  minor  ex- 
pense can  now  cost  as  much  as  $1,000— more 
than  fixing  a  failed  transmission.  Many  home 
air-conditioning  systems  will  have  to  be  re- 
placed when  they  lose  their  existing  coolant. 

Invented  in  the  1930s  as  safe,  nonflammable, 
and  inexpensive  alternatives  to  deadly  air- 
conditioning  coolants,  such  as  one  that  leaked 
and  killed  100  people  in  a  Cleveland  hospital  in 
19129,  CFCs  were  once  highly  esteemed.  In  the 
1970s,  however,  they  were  demonized  on  the 
basis  of  speculative  theorizing.  Allegedly,  CFCs 
percolate  up  into  the  stratosphere,  release 
chlorine,  and  destroy  the  ozone  shield  against 
ultraviolet  radiation  from  the  sun,  causing  in- 
creased skin  cancer  among  humans. 
NO  depletion.  H.  L.  Mencken  said  that  "the 
whole  aim  of  practical  politics  is  to  keep  the 
populace  alarmed  by  menacing  it  with  an  end- 
less series  of  hobgoblins,  all  of  them  imagi- 
nary." Ozone  depletion  seems  to  be  such  a 
hobgoblin.  Fred  Singer,  the  University  of  Vir- 
ginia scientist  who  invented  the  satellite  ozone 
monitor,  has  noted  that  no  global  reduction  of 
ozone  levels  has  been  detected.  Moreover, 
measurements  show  a  decrease  in  ultraviolet 
radiation  reaching  the  earth's  surface,  and  a 
recent  study  by  Brookhaven  National  Labora- 
tory scientist  Richard  Setlow  published  in  the 
Proceedings  of  the  National  Academy  of  Scienc- 
es finds  that  malignant  melanoma  is  caused  by 
a  type  of  ultraviolet  radiation  not  absorbed 
or  blocked  by  ozone. 

The  evidence  for  ozone  depletion  is  the  hole 


in  the  ozone  that  has  recently  been  noi 
over  the  Antarctic  for  a  couple  of  mont 
year.  Whether  or  not  CFCs  are  involved, 
scientists  regard  the  ozone  hole  as  a  pure 
calized  phenomenon  due  to  the  exceed 
cold  polar  night  that  freezes  nitrogen  oj 
(which  inhibit  chlorine  chemistry)  out  o: 
stratosphere.  When  temperatures  rise 
ozone  hole  disappears. 

Other  scientists  believe  the  ozone  hoi 
natural  and  transitory  phenomenon  relate 
sea  temperatures,  volcanic  eruptions,  tro 
wind  patterns,  and  sunspot  cycles.  Actual 
torical  readings  of  Antarctic  ozone  level; 
inconsistent  with  the  CFC  buildup  th 
Ozone  levels  in  the  1960s  and  1970s  were  t 
as  high  as  in  the  1950s. 
"DEADLY  ray  GUN"?  Whatever  the  true 
turns  out  to  be  eventually,  propaganda 
prevailed  over  scientific  fact  up  until  now, 
a  government  policy  that  is  going  to  im 
undue  hardship  on  us  all  has  run  far  hi 
vance  of  the  evidence.  Vice-President  Al 
has  portrayed  CFCs  as  fiends  that  have  tu 
the  sun  into  a  deadly  ray  gun  that  threa 
all  life  on  earth.  "We  have  to  tell  our 
dren,"  he  shrilled,  "that  they  must  red' 
their  relationship  to  the  sky,  and  they 
begin  to  think  of  the  sky  as  a  threate 
part  of  their  environment." 

Ronald  Bailey,  former  producer  of  the 
lie  Broadcasting  System's  TechnoPolitics 
gram,  dismisses  the  dire  predictions  of  gl 
disaster  in  his  book,  Eco-scam.  Huge  fina 
and  bureaucratic  vested  interests  are 
interwoven  with  quack  prophecies  of  ecolo 
apocalypse.  Last  year,  Princeton  Univei 
scientist  William  Happer  was  asked  to  re 
from  the  Energy  Dept.  for  questioning  G< 
apocalyptic  line  on  ozone  depletion. 

Melvyn  Shapiro,  chief  of  meteorologica 
search  at  the  National  Oceanic  &  Atmosp 
ic  Administration,  says:  "It's  money,  pu 
money.  If  there  were  no  dollars  attache 
this  game,  you  would  see  it  played  on  inte 
and  integrity."  But  dollars  are  attachec 
February,  1992,  scientists  at  the  National 
nautics  &  Space  Administration  announce 
a  press  conference  the  discovery  of  a  set 
ozone  hole,  this  one  over  the  Arctic.  It 
nothing  but  a  tactic  to  get  some  crucial 
funding  past  Al  Gore's  Senate  Commit 
NASA  retracted  its  "discovery"  two  month 
er.  But  by  then,  it  was  too  late.  A  pani< 
President  Bush  had  already  pushed  the  ba 
chlorofluorocarbons  forward  to  1995  from 
year  2000— by  which  time  the  ozone-deple 
hysteria  would  have  abated  under  the  gra 
pressure  of  evidence. 
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ECONOMIC  VIEMC 


Jill  Hoffman  had  a  ThinkPad  360,  she  could  play  Tetris®  during  her  entire  coast-to-coast  flight 
and  still  have  enough  battery  life*  to  get  some  work  done  in  the  cab  to  the  office. 


The  IBM  ThinkPad' 360. 
Now  available  to  Jill  Hoffman. 
And  everyone  else. 


•'  information,  contact 
torized  dealer 
Jr  Personal  Systems 
ter  at  1-800-772-2227 
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conomic  Trends 


BY  GENE  KORETZ 


WHY  PLAYING 

THE  ART  MARKET  CAN 

BE  RISKY  BUSINESS 


Economists  have  long  sought  to  com- 
pare the  art  market's  functioning 
with  that  of  the  financial  markets.  A 
major  difficulty,  however,  is  that  each 
art  work  is  unique  and  may  remain  in 
the  same  hands  for  decades. 

In  a  recent  study,  economist  James 
E.  Pesando  of  the  University  of  Toron- 
to avoids  this  problem  by  focusing  on 
the  prices  of  modern  prints— specifical- 
ly prints  by  28  renowned  artists,  such 
as  Picasso,  Matisse,  Miro,  Munch,  Cha- 
gall, Klee,  Hopper,  and  Whistler.  Such 
prints  were  usually  produced  in  edi- 
tions of  50  to  100  or  more,  and  several 
prints  of  the  same  work  are  often  sold 
within  the  space  of  a  few  years.  Thus, 
Pesando  was  able  to  analyze  27,961  re- 
peat sales  from  1977  to  1992  at  leading 


INVESTING  IN  ART: 
A  VERY  MODEST  PAYOFF 


REAL  ANNUAL  RATE  OF  RETURN 

1977-92 


□  STOCKS 

□  GOVERNMENT  BONDS 


□  HIGH-PRICED  MODERN  PRINTS' 
■  LOW-PRICED  MODERN  PRINTS* 


▲  PERCENT 

•PRINTS  OF  28  WORLD  RENOWNED  ARTISTS  ESTABLISHED  BEFORE 
WORLD  WAR  II.  HIGH-PRICED  AND  LOWPRICED  PRINTS  ARE  THE  TOP 
AND  BOTTOM  10%  OF  PRINTS  (BY  PRICE)  SOLD  IN  1977. 

DATA:  JAMES  E  PESANDO,  UNIVERSITY  OF  TORONTO 


auction  houses  in  the  U.  S.  and  Europe. 

Over  those  16  years,  reports  Pesando, 
prints  turned  in  an  average  annual  infla- 
tion-adjusted return  of  just  1.5%,  com- 
pared with  real  returns  of  8.1%  and  2.5% 
posted  by  stocks  listed  in  Standard  & 
Pool  's  500-stock  index  and  government 
bonds.  Although  this  was  a  volatile  peri- 
od, in  which  real  print  prices  more  than 
doubled  and  then  dropped  45%,  the  re- 
turn on  prints  even  at  the  peak  of  the 
price  bubble  in  early  1990  still  lagged  be- 
hind that  of  stocks. 

The  study  also  failed  to  support  the 
claims  of  many  art  experts  that  it's  bet- 
ter to  invest  in  a  "masterpiece"  or  high- 
priced  work  of  art  than  a  cheaper  work. 
In  fact,  a  portfolio  composed  of  the  10% 
of  prints  that  were  lowest  in  price  in 


1977  (selling  for  $1,500  or  less)  produced 
an  average  annual  real  return  of  2.3% 
over  the  1977-92  period,  compared  with 
just  0.9%  for  a  similar  portfolio  of  prints 
that  originally  sold  for  $15,000  and  up. 

Moreover,  Pesando  found  some  strik- 
ing anomalies.  For  example,  the  prices  of 
identical  prints  sold  within  30  days  of 
each  other  often  varied  by  as  much  as 
30%  or  more.  And  prints  sold  at  Sothe- 
by's in  New  York  tended  to  bring  about 
14%  more  than  identical  prints  sold  by 
Christie's  in  New  York,  though  no  such 
disparity  showed  up  in  the  two  firms' 
auction  houses  in  London. 

The  art  market,  observes  Pesando,  is 
"no  place  for  amateur  investors." 


VALUE  VS.  GROWTH: 
GUESS  WHICH  STOCKS 
ARE  THE  WINNERS 


For  at  least  60  years,  so-called  value 
investors  have  advocated  buying 
stocks  that  have  low  prices  relative  to 
current  earnings,  cash  flow,  or  other 
measures  of  intrinsic  value.  Growth  in- 
vestors, on  the  other  hand,  have  pushed 
glamour  stocks  with  high  price-earnings 
ratios  as  a  way  to  capitalize  on  the 
growth  potential  of  successful  compa- 
nies that  have  won  market  approval. 

A  recent  National  Bureau  of  Econom- 
ic Research  study  by  Josef  Lakonishok, 
Andrei  Shleifer,  and  Robert  W.  Vishny 
weighs  the  evidence  in  copious  detail. 
And  its  conclusion,  based  on  an  analysis 
of  the  performance  of  all  stocks  listed  on 
the  New  York  and  American  Stock  Ex- 
changes from  1968  to  1990  is  that  the 
value  strategy  wins  hands  down. 

The  researchers  compared  the  per- 
formance of  the  10%  of  stocks  with  low- 
est prices  relative  to  earnings,  cash  flow, 
dividends,  or  book  value  in  each  year 
from  1968  to  1985  with  the  10%  of  stocks 
in  that  year  with  the  highest  price  mul- 
tiple relative  to  the  same  variables. 
They  found  that  no  matter  what  year 
they  chose  or  what  variable  they  looked 
at,  the  lower-priced  value  stocks  out- 
perfonned  the  high-flying  glamour  stocks 
over  the  subsequent  five-year  period 
(though  not  in  every  single  year)  by  a 
significant  margin. 

Net  returns  averaged  7.8%  a  year 
higher  in  the  case  of  price-to-book-value 
ratios  and  8.8%  a  year  higher  in  the 
case  of  price-cash-flow  ratios.  In  other 
words,  investing  in  the  10%  of  stocks 
with  the  lowest  multiples  in  any  year 
would  have  produced  five-year  cumula- 
tive returns  38%  to  43%  larger  than 
those  produced  by  investing  in  the  10% 
of  stocks  with  the  highest  multiples. 


The  researchers  also  reject  the 
ment  that  low-multiple  stocks  ouj 
form  glamour  stocks  because  th( 
riskier.  Although  value  stocks  are 
more  volatile  than  glamour  stocks,  ] 
found  that  the  volatility  was  concer| 
ed  on  the  upside.  In  other  words, 
stocks  tend  to  fall  less  than  gr<|l 
stocks  (and  stocks  overall)  in  bear  p 
kets  and  rise  more  in  bull  markets? 

The  mystery,  of  course,  is  why  ii-t 
tors  haven't  shifted  more  toward  w 
stocks  (and  thus  reduced  the  large  fl 
rential  in  stock  returns).  One  possifi 
is  that  institutional  traders  have  a 
short  time  horizons.  Another  maw 
that  investors  are  more  interested  m 
dividual  companies  than  in  statistic^ 
vestment  formulas,  and  glamour  stjd 
have  a  good  story  to  tell.  Whatever 
reason,  however,  value  investing  ha« 
a  remarkably  consistent  track  recoifc 


A  JUMP  IN  EXECUTIVE 
HIRES  SIGNALS  A  GL0B1 
SURGE  FOR  SALES 


■  1  Kom/Ferry  International's  latest^ 
I  vey  of  its  1,500  clients  is  any  inl 
tion,  corporations  spy  a  global  e>SB 
sion  ahead.  The  executive-search  m 
reports  that  worldwide  demand  forer 
ior  executives  came  in  21%  higherfe 
cjuarter  than  its  year  earlier  level,  m 
The  biggest  rise  last  quarter  waft 
corded  in  Europe,  where  executiveai 
ing  was  up  by  36%,  followed  by  gaijl 
26%  and  15%  in  North  America  anduff 
in  America.  Only  in  Asia  did  execip 
hiring  slip  by  2%,  as  Japan's  rece:B 
offset  stronger  hiring  in  several  isl 
growing  Pacific  Rim  nations.  A  KfiD 
Ferry  spokesman  says  that  surging 
mand  for  marketing  and  sales  e» 
tives  points  to  "tremendous  newft 
sumer  markets  on  the  horizon." 


AMERICA'S  GROWTH 
CHAMPS  AREN'T 
TOUCHING  THE  BRAKES 


America's  hottest  businesses  are 
ing  their  sights.  Coopers  &  Lyl 
reports  that  the  top  executives  o 
nation's  400  fastest-growing  compa 
as  identified  by  business  week  and 
er  publications,  now  expect  their  sal 
rise  by  31%  over  the  next  year.  T: 
up  from  a  25%  rise  anticipated  a 
months  ago.  In  addition,  81%  of  the 
growers  say  they  will  add  workers, 
the  next  12  months,  and  62%  pla 
boost  investment  spending. 
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If  Penny  Scott  had  a  ValuePoint"  with  a  three-year  warranty,*  she  could  spend 
her  time  worrying  about  what's  really  important  -  like  her  annual  review,  the  slides  for 
the  meeting  and  her  two-year-old  son's  recent  mastery  of  the  word  "no." 


The  IBM  Performance  Series. 
Now  available  to  Penny  Scott. 
And  everyone  else. 


re  information,  contact 
ithorized  dealer 
our  Personal  Systems 
inter  at  1-800-772-2227 


capability :  executive  programs 


EUROPE'S  GREA1 


Keynote  speaker: 


Dr.  Henry  A.  Kissinger 


The  1994  Business  Week 

Europe  Roundtable  of  Chief  Executives 

Great  Expectations:  Europe,  China,  The  Emerging  Markets 

Date:  November  3-4,  1994 
Place:  The  Regent  Hotel,  London 


Corporate  sponsor: 

Gemini  Consulting 

In  association  with: 

Tin   London  SCHOOI 
OF  E C O N 0  M  ICS 

London  Busini-. ss  S(  hooi 


Executive 
programs 


Copyriihl  1994  McGraw-Hill,  Inc. 


Shifting  Labor  Practices.  Stream- 
lined Organizational  Models.  Bold 
Political  Transitions.  Mounting 
Environmental  Pressures. 

To  help  Europe's  largest  corpora- 
tions seize  the  opportunities  of 
their  changing  business  landscape, 
Business  Week  will  assemble  the 
foremost  leaders  of  European 
enterprise:  The  1994  Business 
Week  Europe  Roundtable. 

For  a  select  group  of  corporate 
co-sponsors  our  annual  Europe 
Roundtable  is  a  rare  opportunity 


to  exchange  ideas,  insights,  and 
perspectives  with  the  CEOs  of 
Europe's  largest  corporations. 

A  limited  number  of  corporate 
sponsorships  are  available.  For 
sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012 

Business  Week  Executive  Programs. 
A  company  capability. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


1ST  WHAT  THE  DOCTOR  ORDERED: 
LOWER  GROWTH 


XES  TOOK  A  BITE 
HIT  OF  INCOMES 


APR. '94 


.  COMMERCE  DEPT.,  BUSINESS  WEEK 


|  or  months  now,  the  financial  markets  have  been 
|  terrified  that  the  U.  S.  economy  is  on  a  growth  ram- 
page and  that  faster  inflation  is  inevitable.  But 
ther  or  not  the  markets  choose  to  believe  it,  the  latest 
i  strongly  suggest  just  the  opposite:  The  economy  is, 
ict,  losing  steam. 

he  loss  of  momentum  is  showing  up  in  two  key  sec- 
:  consumer  spending  and  manufacturing.  In  particular, 
first  signs  that  higher  interest  rates  are  crimping 
sing  are  starting  to  crop  up.  And  the  rising  trend  of 
nployment  claims  suggests  that  job  growth  this  sum- 
is  set  to  slow  from  its  rapid  pace  in  the  spring. 

Hold  on.  There's  nothing  to 
worry  about.  A  slowdown  in 
growth  from  the  7%  sprint  at 
yearend  1993  to  a  more  sustain- 
able pace  would  be  a  positive 
development  that  would  limit 
further  rate  hikes  by  the  Fed- 
eral Reserve.  And  when  Wall 
Street  finally  notices,  the  finan- 
cial markets,  even  the  moribund 
bond  market,  should  perk  up. 
Of  course,  in  recent  weeks, 
ing  has  been  able  to  pierce  the  bond  market's  armor, 
nail  upward  revision  to  first-quarter  growth  in  real 
s  domestic  product,  from  2.6%  to  3%,  was  enough  to 
!  the  U.  S.  bond  market  into  another  tailspin,  pushing 
-term  interest  rates  even  higher.  That,  plus  worries 
rapid  money  growth  in  Germany  will  stymie  fur- 
rate  cuts  by  the  German  Bundesbank,  also  took  a 
M  toll  on  European  bonds. 

ever  mind  that  the  driving  force  behind  the  upward 
sion  was  a  quirky,  and  completely  unexpected,  turn- 
nd  in  federal  nondefense  outlays.  They  were  original- 
iported  to  have  dropped  at  an  annual  rate  of  7.6%,  but 
they  show  an  18.3%  surge— a  swing  of  $7  billion, 
out  which  GDP  would  have  been  revised  down. 

WSUMERS  But  that's  history.  What  about  the  sec- 
Mf  SAVE  ond  quarter?  Growth  this  quarter  isn't 
™t — AND  shaping  up  to  be  much  faster  than  it  was 
'END  LESS  ]ast  quarter.  The  biggest  reason  is  a  slow- 
ace  of  consumer  spending.  During  the  past  year,  real 
lys  for  goods  and  services  have  grown  4%,  far  ahead 
ie  2.6%  pace  of  real  aftertax  income.  That  pattern  can- 
hold,  especially  with  the  refinancing  windfall  now 
3ly  exhausted  and  with  interest  rates  on  the  rise. 


First-quarter  growth  in  consumer  spending  was  re- 
vised up  from  a  3.8%  annual  rate  to  a  4.6%  pace,  marking 
the  third-consecutive  quarter  that  outlays  have  risen  close 
to  a  4.5%  rate.  However,  spending  tanked  in  April,  falling 
an  inflation-adjusted  0.4%.  That  was  the  result  of  a  bigger 
tax  bite  on  the  wealthy  (chart),  an  early  Easter  that 
drew  sales  into  March,  and  some  impact  of  rising  rates. 

That  means  second-quarter  outlays,  so  far,  are  growing 
at  an  annual  rate  of  only  0.8%.  Spending  for  the  quarter  is 
likely  to  grow  at  only  about  half  of  the  first-quarter  pace, 
or  less.  That's  because  May  consumer  buying  looks  weak 
as  well.  Seasonally  adjusted  sales  at  department  and 
chain  stores  in  May  dropped  a  steep  2.6%  from  April,  ac- 
cording to  a  survey  by  the  Johnson  Redbook  Report.  Auto 
sales  appear  to  have  plateaued.  And  consumer  confidence 
in  May  slipped  a  notch. 

I JITTERS  Rising  interest  rates  and  continued  job 
OVER  JOBS  worries  resulted  in  a  decline  in  the  Confer- 
AND  RISING  ence  Board's  index  of  consumer  confidence 
RATE$  to  87.6,  from  92.1  in  April  (chart).  House- 

holds gave  a  decidedly  more  downbeat  assessment  of 
their  current  situations,  and  a  third  of  the  respondents  re- 
ported that  jobs  were  "hard-to-get,"  up  from  29%  in  April. 

That  assessment,  plus  the  ris- 
ing trend  of  first-time  claims  for 
unemployment  benefits,  suggests 
that  the  rapid  pace  of  job  growth 
in  March  and  April  will  not  be 
maintained  in  coming  months.  Ig- 
noring the  weather-related  jump 
in  layoffs  last  winter,  the  four- 
week  average  of  new  claims  in 
mid-May  has  increased  to  the 
highest  level  in  a  year  and  a 
half.  Employment  growth  should 
remain  solid,  just  not  as  brawny. 

It  had  better  hold  up.  Consumers  are  more  dependent 
than  ever  on  income  growth  to  support  their  spending.  In 
April,  personal  income  rose  0.4%,  following  March's  0.6% 
advance.  Rising  wages  and  salaries,  reflecting  more  jobs 
and  a  longer  workweek,  accounted  for  about  half  of  the 
April  gain. 

However,  after  higher  prices  and  taxes,  real  dispos- 
able income,  which  is  more  closely  correlated  with  spend- 
ing, dropped  0.5%.  Tax  payments  jumped  a  hefty  $35  bil- 
lion in  April,  much  of  which  came  out  of  household 
savings.  Savings  as  a  percentage  of  disposable  income 


CONSUMERS'  SPIRITS 
SAGGED  A  BIT  IN  MAY 


CONSUMER 
CONFIDENCE 


MAY  '93 
A  INDEX:  1985= 


MAY  '94 


DATA:  CONFERENCE  BOARD 
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dipped  to  a  skimpy  3.5%  in  April.  During  the  past  half 
year,  the  savings  rate  has  averaged  only  3.7%,  the  lowest 
for  any  six  months  in  4lA  years.  That's  so  puny  that  consu- 
mers are  likely  to  use  some  of  their  income  gains  in  com- 
ing months  to  rebuild  their  nest  eggs,  which  will  leave  less 
income  for  the  shopping  malls. 


HOME  SALES 
MAY  HAVE  PEAKED 


I  HOME  At  the  same  time,  higher  interest  rates 

I  BUYERS'  are  slowing  housing  demand  and  purchas- 
i  HIGHER  es  of  home-related  durable  goods,  two  sec- 
I  HURDLES  tors  that  were  big  contributors  to  growth 
last  year.  In  fact,  higher  rates  may  already  be  taking  a 
toll.  Sales  of  new  single-family  homes  dropped  6.8%  in 
April  to  an  annual  rate  of  683,000  (chart),  and  the  nation's 
homebuilders  report  that  buyer  traffic  in  May  was  off 
sharply  from  its  December  peak. 

With  30-year  fixed-rate  mort- 
gages averaging  8.68%  in  late 
May,  according  to  HSH  Asso- 
ciates, and  with  new  mortgage 
applications  falling,  weaker  sales 
are  not  surprising.  Mortgage 
rates  are  up  nearly  two  percent- 
age points  from  their  October 
lows,  a  rise  that  adds  about  $140 
to  the  monthly  payment  on  a 
$100,000  mortgage.  That's  enough 
to  present  a  big  hurdle  for  some 
potential  home  buyers,  especially  first-timers. 

In  fact,  home  buying  may  have  peaked  already.  April 
sales  were  slightly  below  the  first-quarter  average,  which 
was  well  below  the  strong  fourth-quarter  showing.  Still, 
sales  might  make  one  last  stand.  The  University  of  Michi- 
gan's May  consumer  survey  of  home  buying  conditions 
showed  a  surge  in  households  who  think  it's  a  good  time 
to  buy  in  advance  of  rising  rates.  But  even  if  that  demand 
materializes,  housing  should  be  a  drag  on  second-half  eco- 
nomic growth. 


r    t    l    l    l    l  I 
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A  THOUSANDS,  ANNUAL  RATE 

DATA:  COMMERCE  DEPT. 


INDUSTRIAL  ACTUM 
LEVELS  OFF  | 

60 


In  the  face  of  higher  interest  rates  and  slowing* 
mestic  demand,  manufacturing  activity  seems  destfl 
to  taper  off,  as  well.  Already,  factory  orders  for  durbl 
goods,  which  are  especially  sensitive  to  interest  rm 
dipped  in  April.  Moreover,  the  National  Association 
Purchasing  Management  reports  that  industrial  actiritM 
May  leveled  off  (chart). 

The  purchasing  managers'  index  stayed  at  57.7%  ft 
month,  no  higher  than  it  was  back  in  January.  Alth« 
the  napm's  price  index  rose  to  71.5%  from  63.2%  in  AM 
which  sent  the  bond  market  into  another  tizzy  ontfti 
morning  of  June  1,  the  index  of  new  orders  fell,  andpi 
production  index  fell  for  the  second  consecutive  monB 

Auto  makers  and  parts  sup- 
pliers are  likely  to  see  the  sharp- 
est cutbacks  in  the  second  quar- 
ter. According  to  vehicle 
production  schedules,  the  season- 
ally adjusted  annual  rate  of  May 
output,  to  be  reported  in  the 
Federal  Reserve's  summary  of 
May  industrial  output  on  June 
15,  will  be  down  considerably 
from  the  April  rate.  That  drop 
would  also  have  an  impact  on 
parts  suppliers,  and  it  would  exert  a  major  drag  on  ■ 
ond-quarter  industrial  production  and  on  real  GDP  groin 
as  well. 

Clearly,  the  economy  is  not  in  any  recession  dang] 
from  rising  rates,  at  least  not  yet.  In  fact,  if  the  grcB 
slowdown  continues  to  emerge  amid  further  signs  thai 
flation  isn't  even  on  the  radar  screen,  the  combinaffl 
would  be  just  the  tonic  that  the  financial  markets  up 
craving.  In  particular,  it  might  even  bring  the  bond  vm 
ket  out  of  its  funk  and  set  the  stage  for  lower  long-tM 
interest  rates.  And  in  the  longer  term,  swapping  slow 
growth  for  lower  long  rates  could  extend  the  life  off 
expansion. 


MAY  '93  '94 
A  PERCENT  REPORTING  IMPROVEMEi: 
DATA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT  g 


THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Tuesday,  June  7 

The  April  level  of  consumers'  outstand- 
ing installment  debt  is  expected  to  have 
risen  by  a  hefty  $5.8  billion,  following  a 
large  $7.4  billion  increase  in  March. 
That's  the  median  expectation  of  econo- 
mists surveyed  by  MMS  International,  a 
unit  of  McGraw-Hill  Inc.  Better  growth 
in  jobs  and  income  is  making  it  easier 
for  households  to  borrow.  However, 
since  earnings  are  rising  apace  with  new 
debt,  the  ratio  of  installment  credit  to 
aftertax  income  has  not  risen  appre- 
ciably. In  March,  the  ratio  stood  at 
16.4%,  well  below  its  peak  of  18.7%  in 
1989.  Credit  growth  may  soon  begin  to 


slow,  though,  since  sharply  higher  inter- 
est rates  are  likely  to  cool  off  the  recent 
spending  boom  in  consumer  durables. 

CAPITAL  SPENDIHO  

Thursday,  June  9,  8:30  cum. 
Corporate  America  is  likely  to  stick  with 
its  upgraded  plans  for  greater  invest- 
ment in  new  buildings  and  equipment 
in  1994.  The  Commerce  Dept.'s  survey 
will  probably  show  that  businesses  ex- 
pect to  boost  their  spending  this  year  at 
about  the  same  8%  increase  from  1993 
that  they  had  indicated  in  the  survey 
taken  earlier  this  year.  That  planned 
advance  was  up  considerably  from  only 
5.4%  in  the  previous  survey,  which  was 
taken  last  fall. 


PRODUCER  PRICE  INDEX 


Friday,  June  10,  8:30  cum. 
Producer  prices  for  finished  good 
May  probably  rose  a  scant  0.2%, 
ing  to  the  mms  survey.  That  slim 
would  follow  April's  0.1%  decline, 
it  would  be  another  signal  that  i 
tionary  pressure  further  back  in  thej 
tribution  process  remains  absent, 
eluding  prices  of  energy  and  food,  w 
volatility  tends  to  distort  the  trend,! 
core  ppi  probably  rose  a  faster  0| 
The  slight  pickup  in  the  pace  of  ov 
prices  in  May  partly  reflects  the  re! 
uptick  in  crude  oil  prices.  Crude  pi| 
rose  by  about  $3  per  barrel  from 
end  of  March  to  the  end  of  May. 
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IS  IT  A  VICTIM 
OF  ITS  VISION? 


TISCH'S  TENURE, 


In  1985,  Laurence  Tisch  bought  24%  of  CBS  fori  !S|r 
roughly  $700  million  and  set  about  shedding  as|:i$| 
focus  on  broadcasting.  In  1986  and  1987,  Tisch  'audi 
off  the  company's  publishing  properties  for  $1,1  ij 
and  its  record  company  for  $2  billion.  By  1991,  M 
slashed  the  payroll  at  the  network's  crown  jewe  'l 
News,  from  1,467  to  1,067.  But  Tisch  also  spent  jfl 
programming,  buying  broadcast  rights  to  baseb1' 


res 


and  football  and  luring  David  Letterman  away  fi 
NBC.  The  network's  ratings  zoomed.  Thanks  to 
1 990  stock  buyback  and  the  network's  current  r 
value,  Tisch  has  more  than  recouped  his  investmki 


award  Stringer  should  have  been  jubilant  during 
the  weekend  of  May  22.  The  president  of  CBS  Broad- 
cast Group  was  traveling  to  Britain  for  dinner  with 
Prince  Charles,  who  was  celebrating  his  25th  anni- 
versary as  the  Prince  of  Wales.  In  those  25  years,  Stringer 
had  risen  to  become  the  top  operating  executive  at  CBS  Inc. 
and  one  of  the  most  eloquent  champions  of  traditional  broad- 
casting in  America.  By  reviving  his  network's  ratings  and 
luring  David  Letterman  from  NBC  Inc.,  he  had  even  con- 
vinced his  saturnine  boss,  CBS  Chairman  Laurence  A.  Tisch, 
that  broadcasting  could  be  fun  again. 

Throughout  the  weekend,  though,  Stringer  says  he  had  a 
bad  feeling  that  something  back  home  was  amiss.  On  the 
previous  Thursday,  one  of  cus's  most  powerful  affiliates.  New 
World  Communications  Croup,  had  abruptly  canceled  a  meet- 
ing to  discuss  TV  syndication.  Stringer  wasn't  sure  what  New 
World  had  up  its  sleeve.  But  from  previous  sessions  with 
company  executives,  he  knew  its  principal  backer,  financier 
Ronald  0.  Perelman,  had  ambitions  that  went  well  beyond  air- 
ing CBS  shows  on  its  affiliates. 

Sure  enough,  New  World  dropped  a  bomb  on  May  23,  an- 
nouncing it  would  switch  all  12  of  its  stations— eight  CBS, 
three  ABC,  and  one  NBC— to  Rupert  Murdoch's  Fox  Broad- 
casting Co.  In  return,  Murdoch  would  pay  $500  million  for  a 
20%  stake  in  Perelman's  company.  Overnight,  CBS  lost  stations 
that  reach  some  10%  of  its  national  audience. 
"UNDER  CONTROL."  Worse,  unless  it  can  poach  affiliates  from 
ABC  or  NBC,  the  network  could  be  left  with  Fox's  lower-pow- 
ered stations  in  such  critical  markets  as  Dallas,  Detroit,  Atlan- 
ta, Cleveland,  Tampa,  and  Phoenix.  Within  days,  CBS  was  hit 
with  rumors  of  further  affiliate  defections  in  Buffalo,  Boston, 
and  Charlotte.  Rumors  resurfaced  that  a  disheartened  Tisch 
might  sell  the  network.  Indeed,  executives  at  all  three  net- 
works began  asking  whether  the  whole  affiliate  system  had 
come  unglued.  Rattled,  Stringer  called  Tisch  from  overseas  to 
ask  whether  he  should  skip  the  dinner 
and  fly  home  to  New  York.  Tisch  said  no. 
"I  knew  this  meant  a  lot  to  him,"  Tisch 
told  BUSINESS  week.  "And  everything 
here  was  under  control." 

Well,  perhaps.  CBS  Inc.  is  hardly  going 
out  of  business.  The  network  is  No.  1  in 
the  ratings  and  had  record  1993  earn- 
ings of  $326  million  on  revenue  of  $3.51 
billion.  Tisch  insists  the  New  World  de- 
fections "have  been  blown  out  of  all  pro- 
portion." He  says  they  will  cost  CBS  a 
mere  $8  million  in  lost  ad  revenue  and 
the  expense  of  signing  up  new  affiliates. 
Yet  Murdoch's  blitzkrieg  has  clearly  left 

DCBS  shaken.  Says  Stringer:  "It's  an  irony 
j  that  the  champions  of  broadcasting  are 
'  the  ones  most  hurt  by  this  whole  thing." 
The  real  irony,  say  media  experts,  is 
that  Tisch's  narrow  focus  on  broadcast 
could  actually  make  a  bad  situation 
worse.  In  the  eight  years  since  he  took 
over  CBS,  the  71-year-old  investor,  also 
chairman  of  Loews  Corp.,  has  concentrated  doggedly  on  net- 
work TV— to  the  exclusion  of  anything  else.  His  strategy  for  the 
network  of  Murrow  and  M*A*S*H  boils  down  to  four  words: 
boost  ratings,  cut  costs. 

Now,  as  he  confronts  a  tectonic  shift  in  his  industry,  sever- 
al observers  believe  Tisch's  lack  of  vision  could  come  back  to 
haunt  him.  "He's  been  rowing  upstream  for  the  last  four  or 
five  years,  refusing  to  get  into  cable,  refusing  to  take  on 
strategic  partners,"  says  Poller  Bibb,  an  investment  banker  at 


NARROW  FOCUS 

Tisch's  broadcast- 
only  strategy  has 
succeeded  so  far, 
but  it  could  come 
back  to  haunt  him 
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Ladenburg,  Thalmann  &  Co.  who  recently  published  It  Ain't 
As  Easy  As  It  Looks,  a  biography  of  Ted  Turner.  Adds  Chris- 
topher Dixon,  a  media  analyst  at  PaineWebber  Inc.:  "Networks 
that  are  one-trick  ponies  are  liable  to  feel  an  inordinate 
amount  of  pressure." 

Certainly,  NBC  and  ABC  don't  welcome  Murdoch's  midnight 
raid  either:  It  will  increase  the  cost  of  doing  business  for 
everybody.  But  they  derive  much  of  their  growth  from  cable 
programming,  overseas  expansion,  and  other  media  assets. 
CBS,  by  contrast,  is  a  pure-play  network.  As  broadcasting 
goes,  so  goes  Tisch.  And  for  the  moment,  anyway,  that's  no- 
where good.  Says  Bibb:  "He.  may  have  overstayed  and  over- 
played his  hand  at  the  network  table." 

In  retrospect,  Tisch's  troubles  seemed  almost  inevitable. 
Rupert  Murdoch,  a  man  whose  vision  is  as  sprawling  as  Tisch's 
is  narrow,  was  willing  to  move  mountains  to  catapult  Fox 
into  the  front  rank  of  networks  (page  34).  He  began  last  De- 
cember by  bidding  $1.6  billion  for  rights  to  the  NFL's  National 
Football  Conference,  $400  million  more  than  longtime  incum- 
bent CBS.  Murdoch  then  used  football  as  a  lure  to  fish  for 
several  of  Tisch's  206  affiliates. 

Stringer  derides  Fox  as  a  network  of  "downscale  comedies 
and  titillating  soap  operas."  True  enough.  But  Murdoch  under- 
stands that  more  and  more  station  owners  no  longer  desire  a 
full-service  network.  Some,  such  as  New  World,  want  to  pro- 
duce and  air  their  own  shows.  Others  want  the  freedom  to 
buy  more  syndicated  programs.  Even  before  Perelman's  move, 
New  World  stations  were  delaying  the  Late  Show  with  David 
Letterman  to  run  other  shows.  Because  Fox  airs  only  15  hours 
of  prime-time  programming  a  week,  compared  with  the  Big 
Three's  22,  and  no  daytime  or  late-night  programs,  Murdoch 
can  offer  station  owners  airtime. 

STATION  IDENTIFICATION.  Tisch  can't.  With  higher  costs  and  less 
syndication  revenue  than  Fox,  CBS  must  air  the  vast  majority 
of  its  schedule  throughout  the  country  to  remain  viable. 
That's  why  Tisch's  rivals  expect  him  to  be  relentless  in  his 
pursuit  of  new  affiliates.  "They're  going  to  do  what  they 
have  to  do,"  says  Neil  S.  Braun,  the  new  president  of  the  NBC 
Television  Network.  It  will  be  a  grueling  and  costly  battle: 
Network  executives  will  have  to  spend  the  next  few  months 
cajoling  prospective  cbs  affiliates  in  the  New  World  markets 
while  scrambling  to  head  off  Fox  in  other  markets. 

Tisch  says  he  relishes  the  prospect.  "This  has  reenergized 
the  whole  company,  including  me,"  he  says.  Indeed,  the  tough- 
minded  CEO  isn't  without  weapons  to  fight  back.  CBS  says  it 
may  extend  contracts  with  affiliates  to  five  years,  from  one 
now.  The  network,  which  already  owns  seven  stations,  may 
buy  more.  CBS  may  also  make  an  equity  investment  in  a  sta- 
tion group.  Rumors  have  Tisch  working  on  a  deal  with  Scripps 
Howard  Broadcasting,  in  which  Scripps  would  switch  its  ABC 
affiliates  in  Detroit  and  Cleveland  to  CBS  in  return  for  CBS 
picking  up  Tampa  and  Phoenix  stations  that  were  dropped  by 
Fox  in  the  Perelman  deal. 

While  Tisch  denies  it,  several  former  CBS  executives  say  he 
will  also  have  to  boost  affiliate  compensation— the  cash  he 
pays  the  stations  to  air  everything  from  60  Minutes  to  Letter- 
man.  CBS  currently  spends  about  $120  million  on  affiliate  com- 
pensation—a figure  Tisch  has  steadily  reduced  over  howls  of 
protest  from  the  stations.  Now,  though,  the  leverage  has 
swung  back  to  the  stations  (page  36).  One  former  senior  CBS 
executive  predicts  that  within  two  years,  Tisch  will  have  to 
double  the  current  compensation. 

Tisch  will  be  helped  in  his  campaign  by  having  a  team  of 
executives  who  understand  affiliates.  In  addition  to  Stringer, 
CBS  will  be  represented  by  CBS  Television  Network  Presi- 
dent Peter  A.  Lund,  a  former  president  of  station  owner 
Multimedia  Inc.,  and  Anthony  C.  Malara,  president  of  affiliate 
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relations,  who  once  ran  a 
CBS  station. 

Lund  says  the  team 
will  focus  first  on  the  six 
markets  immediately  af- 
fected by  New  World's 
deal  (Perelman  has  an- 
nounced plans  to  buy 
two  more  CBS  stations  in 
Dallas  and  Austin;  their 
affiliations  will  switch 
later).  Even  in  just  six 
markets,  the  mating 
dance  quickly  becomes 
complicated.  Many  pros- 
pective CBS  affiliates  are 
members  of  larger 
groups.  For  cbs  to  lure  a 
strong  one,  it  may  have 
to  agree  to  take  on  a 
weaker  station  in  an- 
other market,  as  in  the 
rumored  Scripps  deal. 
With  Scripps,  Meredith, 
Washington  Post,  Gan- 
nett, and  Cox  Enterpris- 
es each  owning  at  least 
one  station  in  the  six 
markets,  says  Lund,  the 
game  of  musical  chairs 
could  rearrange  affiliates 
in  20  cities. 

However  complex  the 
talks,  Tisch  notes  that 
CBS  boasts  one  indisput- 
able advantage.  It  leads 
the  ratings  race  in  three 
key  time  periods:  day- 
time, prime  time,  and— with  the  remark- 
able rise  of  David  Letterman— late  night. 
Such  victories  are  crucial  because  rat- 
ings, more  than  any  other  factor,  still 
drive  advertising  sales— both  at  the  net- 
work and  the  station  level.  Because  the 
New  World  stations  fell  short  of  the  net- 
work's overall  ratings,  CBS  Research 
Chief  David  F.  Poltrack  figures  that  cbs 
would  only  lose  1.5%  of  its  national  audi- 
ence even  if  it  ends  up  with  weaker  Fox 
stations  in  those  markets. 
STAR  POWER.  With  the  all-important  ad 
sales  season  about  to  begin,  Madison 
Avenue  seems  to  be  buying  that  line. 
Several  media  buyers  say  the  station 
defections  will  probably  hurt  CBS  more 
in  the  posturing  that  accompanies  the 
season  than  in  the  sales  themselves.  "CBS 
is  saying  it  will  have  no  effect,"  says 
Gene  DeWitt,  head  of  media  buyer  De- 
Witt  Media  Inc.  "They  don't  expect  to 
make  any  concessions."  As  for  the  sea- 
son itself,  experts  predict  all  four  net- 
works will  rack  up  6%  to  8%  rate  in- 
creases over  last  year. 

CBS  also  plans  to  put  marketing  mus- 
cle behind  any  affiliate  that  switches  to 
the  network.  George  F.  Schweitzer,  pres- 


STRINGER 

The  Broadcast  Group 

president  has  to 
placate  current  affiliates 
and  find  new  ones 
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ident  of  CBS  Marketing, 
says  he  will  roll  out  ad 
blitzes.  And  he  plans  ap- 
pearances by  stars  from 
prime-time  programs  in 
local  markets  to  remind 
viewers  where  they  can 
find  "America's  Most 
Watched  Network." 

How  long  it  will  re- 
main "most  watched"  is 
open  to  question, 
though.  After  three  sea- 
sons on  top,  some  ob- 
servers say  CBS  is  ripe 
to  be  picked  off  by  ABC. 
Some  of  its  comedies, 
such  as  Murphy  Brown, 
are  beginning  to  age, 
and  the  stalwart  60  Min- 
utes will  be  hurt  by  the 
loss  of  football  as  a  lead- 
in.  Also,  the  network 
won't  have  the  Winter 
Olympics,  which  helped 
power  CBS's  triumph  in 
the  1993-94  season.  And 
its  chief  programmer, 
Jeffrey  F.  Sagansky,  is 
departing.  ABC,  by  con- 
trast, has  been  building 
momentum  with  sitcoms 
such  as  Home  Improve- 
ment and  new  hits  such 
as  the  steamy  police 
drama  NYPD  Blue. 

Demographics  are  an- 
other problem.  Unlike 
Fox  or  ABC,  which  chase  younger  audi- 
ences, CBS  has  targeted  35-to-54-year- 
old  viewers,  which  it  claims  are  more  at- 
tractive to  advertisers.  Some  media 
buyers  dispute  that  contention,  but  most 
give  the  network  points  for  consistency. 
Now,  though,  some  worry  that  CBS  is 
blurring  its  image.  For  the  upcoming 
season,  the  network  is  adding  shows- 
such  as  a  comedy,  The  Boys  Are  Back— 
that  aim  for  younger,  more  urban  audi- 


ences. "I  always  get  nervous  whi 
network  says  it  is  going  to  do  s< 
thing  different,"  says  Betsy  Frank,  c 
tor  of  TV  and  new  media  services  e 
agency  Saatchi  &  Saatchi  Advert: 
Worldwide. 

CBS  has  little  to  fear  from  NBC,  w 
has  finished  in  last  place  since  the  : 
93  season,  except  that  NBC's  strengfl 
sports  highlights  CBS's  weakness.  B  I 
says  NBC  Sports  has  assembled  the  I 
lineup  of  the  Big  Three  networks,  I 
pro  basketball.  Major  League  Base  I 
football,  and  the  1996  Olympic  (k  | 
in  Atlanta.  For  major  events,  once-<  I 
inant  cbs  has  only  college  basketball  I 
the  1998  Winter  Olympics,  which  it  I 
telecast  from  Nagano,  Japan. 

If  CBS  Sports  is  lagging,  CBS  Ne\  I 
limping.  Poltrack  acknowledges  thai  I 
CBS  Evening  News  with  Dan  Rat  In  I 
Connie  Chung  could  take  a  disprc  I 
tionate  hit  from  the  station  defect  ic  I 
especially  if  the  network  has  to  re[  I 
the  departed  stations  with  former  I 
affiliates.  That's  because  the  Fox  I 
tions  don't  have  local  newscasts  to  1 
up  audience  interest  before  the  nat  ! 
broadcast.  If,  as  Poltrack  admits  is 
sible,  the  Evening  News  loses  5%  c 
national  audience,  the  broadcast  rr 
no  longer  be  competitive  with  AB 
NBC.  Currently,  it  vies  with  NBC  Nv 
News  for  second  place  after  ABC's  d 
nant  World  News  Tonight. 
NICKEL-AND-DIME.  Stringer,  who  us« 
be  president  of  CBS  News,  admits 
would  take  a  psychological  toll  on 
network,  given  its  proud  journalistic 
itage.  "Life  is  tough  enough  witl 
this,"  he  says.  But  other  CBS  execut 
say  the  network  may  help  new  a 
ates  build  local  news  operations,  w 
would  stem  the  loss  in  audience. 

As  Stringer  and  others  rally 
troops,  some  former  CBS  execut 
question  how  much  of  Tisch's  cur 
troubles  derive  from  his  penurious  s 
In  1987,  for  example,  Tisch  was  f, 
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a  dilemma  in  Miami:  NBC  had  just 
ped  its  affiliate  wsvn  in  favor  of 
f,  anteing  up  $270  million  for  the 
lger  affiliate.  Tisch  could  have  cho- 
to  bid  against  NBC.  But  instead  he 

id  to  pay  $59  million  for  a  cheaper 
Dendent  station,  WCIX.  Unfortunate- 
>r  Tisch,  the  owner  of  WSVN  just 
ens  to  own  CBS's  affiliate  in  Bos- 

■  CBS  executives  confirm  that  he  now 
switch  his  affiliation  to  Fox. 
sch  has  alienated  affiliates  in  other 
.  In  May,  1992,  CBS  tried  to  slash  af- 

i<  e  compensation  by  $20  million— 
ly  by  charging  stations  for  promo- 
1  services  it  used  to  supply  gratis. 
3  the  affiliates  threatened  to  pre- 
;  CBS  shows,  the  network  backed 
^ow  that  Tisch  may  have  to  dole 
nore  cash  to  lure  new  stations,  ex- 
|  affiliates  wonder  whether  he'll  try 
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to  offset  that  by  reducing  their  compen- 
sation: "They've  shown  a  tendency  to 
take  it  out  of  our  hides  before,"  says 
Alan  Bell,  president  of  the  broadcast 
arm  of  Freedom  Communications,  which 
owns  four  CBS  affiliates. 

Because  of  his  nickel-and-dime  atti- 
tude, Tisch  probably  squandered  a 
chance  to  build  stronger  bridges  to  his 
affiliates  than  \'i;c,  or  Fox.  After 
all,  unlike  those  companies,  Tisch  never 
branched  into  cable  networks— a  com- 
peting distribution  channel. 
COLD  CASH.  That  purist  approach  cost 
him  dearly  in  negotiations  with  the  cable 
industry  last  year.  The  networks  had 
successfully  lobbied  the  federal  govern- 
ment to  be  allowed  to  demand  payment 
from  cable  operators  for  the  right  to 
carry  their  signal.  When  most  opera- 
tors refused,  ABC  and  NBC  quickly  cut 
deals  to  gain  distribution  for  new  cable 
networks  in  lieu  of  payment.  Without 
cable,  CBS  lacked  bargaining  clout  and 
Tisch  came  up  empty-handed. 

Despite  everything,  CBS  executives 
stand  by  their  broadcast-only  strategy: 
"That's  what  got  us  to  where  we  are," 
says  Stringer.  What's  more,  he  believes 
broadcast  networks— with  their  mass  au- 
diences and  strong  brand  names— will 
remain  a  vital  force  in  a  media  world 
fragmenting  into  niche  cable  networks 
and  home-shopping  services. 

Tisch  has  similarly  staunch  convic- 
tions. He  says  Murdoch  only  persuaded 
New  World  to  ditch  CBS  by  offering  cold 
cash.  "Without  $500  million,  would  any- 
body switch  to  Fox?"  he  asks.  "Who  are 


NEWS  DIVISION 

The  CBS  Evening 
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with  NBC  and  ABC 


we  kidding?"  And  given  its  cost,  Tisch 
professes  no  regrets  about  letting  Mur- 
doch steal  away  football.  He  says  sever- 
al station  owners  have  written  him  to 
say  they  will  stick  with  CBS. 

But  many  media  observers  believe 
change  is  inevitable  at  CBS— all  the  more 
so  now  that  Murdoch  has  shuffled  the 
cards.  One  rumor  popping  up  again  is 
that  Tisch  will  sell  the  network.  Cer- 
tainly by  shedding  its  music  and  pul  Wish- 
ing assets,  Tisch  has  positioned  CBS  as  a 
manageable  acquisition  for  a  film  studio 
or  other  media  company.  And  it's  no  se- 
cret that  Tisch  has  entertained  offers 
from  prospective  buyers  such  as  Walt 
Disney  Co.  Several  investment  bankers 
say  he  has  never  gotten  his  price. 

Now,  they  suggest,  might  be  an  op- 
portune moment  for  suitors  to  try  again. 
Government  regulations,  which  prohibit 
networks  from  entering  the  syndication 
market,  are  falling  away.  CBS  stock  has 
dropped  12%,  or  $580  million,  since  the 
New  World  deal  was  announced.  And 
outsiders  wonder  whether  Tisch  has  the 
heart  to  plod  through  yet  another  period 
of  upheaval  at  the  network.  Tisch  an- 
swers the  rumors  with  the  same  dec- 
laration he  has  used  for  years:  "We  al- 
ways do  what's  in  the  best  interest  of 
our  shareholders." 

That's  a  hard  position  to  criticize.  But 
with  the  media  world  spinning  round 
him,  and  with  CBS  struggling  to  find  its 
place,  Larry  Tisch  would  probably  best 
serve  his  shareholders  if  he  didn't  stick 
to  the  same  playbook. 

By  Mark  handler  in  New  York 
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HOW  RUPERT  KEEPS 
DOING  THESE  DEALS 


News  Corp.,  once  a  debt-defying  high-wire  act,  is  flush 


■  t  always  has  seemed  easy  to  dismiss 
I  Rupert  Murdoch.  Despite  a  globe- 
H  girdling  array  of  venerable  media 
properties—  The  Times  of  London,  Twen- 
tieth Century  Fox,  TV  Guide— the  brash 
Australian  mogul  has  been  hard  to  take 
seriously.  Perhaps  it  was  his  early  years 
as  a  muck-raking  publisher  or,  later,  his 
assortment  of  unabashedly  sleazy 
tabloids  that  put  people  off.  Perhaps  the 
world  has  never  come  to  terms  with 
Bart  Simpson,  animated  bad  boy  of  Mur- 
doch's Fox  television  network. 

As  much  as  anything, 
though,  Murdoch  set  him- 
self apart  by  the  way  he 
paid  for  it  all.  This  was  em- 
pire-building on  the  edge, 
financial  loosey-goosey  in 
the  wild  and  largely  un- 
charted world  of  Austral- 
ian accounting  standards. 
Through  the  1980s,  he  took 
on  billions  in  debt,  liberated 
by  Australian  rules  that  al- 
lowed him  to  overstate  the 
value  of  his  varied  assets. 
And  in  1990,  it  all  nearly 
came  crashing  down,  forc- 
ing an  international  consor- 
tium of  lenders  to  restruc- 
ture a  kingdom  on  the  brink 
of  bankruptcy. 
merely  the  best.  Now.  re- 
laxing in  his  sun-drenched 
office  on  a  Fox  studio  lot 
that's  in  the  middle  of  a  $20  million  ren- 
ovation, Murdoch  is  the  very  picture  of 
financial  security.  Signs  for  his  new  FX 
cable  station,  launched  June  1,  litter  the 
lot.  And  his  conversation  is  sprinkled 
with  discussions  of  new  satellite  ven- 
tures in  Europe,  Latin  America,  and 
Asia.  "We  intend  to  build  the  best  media 
company  in  the  world,"  he  says. 

Idle  braggadocio?  Consider  that  since 
July,  Murdoch's  News  Corp.  has  an- 
nounced a  staggering  $3  billion  worth 
of  deals.  The  biggest:  last  December's 
preemptive  $1.6  billion  bid  to  bag  tele- 
vision rights  to  National  Football  League 
games.  The  latest:  his  industry-jarring, 
$500  million  strike  to  steal  away  12 
broadcast  station  affiliates,  eight  of  them 


GLOBAL  REACH 

Vision  has  never 
been  Murdoch's 
problem.  But  until 
recently,  paying 
for  it  was 


from  network  front-runner  CBS  Inc. 

Together,  those  transactions  have  re- 
established  Murdoch  as  the  media  in- 
dustry's preeminent  swashbuckler.  This 
was  the  man  who  bought  also-ran  in- 
dependent television  stations  in  the 
mid-'80s  and  acquired  a  broken-down 
movie  studio  just  as  home  video  and 
cable  began  thirsting  for  old  movies 
and  TV  shows.  "He's  a  throwback  to 
the  risk-takers  of  old,"  says  former  NBC 
Inc.  Chairman  Grant  Tinker.  "He  un- 
derstands that  you  have  to  spend  mon- 
ey to  make  money,  espe- 
cially in  the  entertainment 
media." 

Spending  money  has 
never  been  Murdoch's  prob- 
lem. But  until  recently,  pay- 
ing the  bills  was.  In  Octo- 
ber, 1990,  after  missing  a 
$500  million  payment  on  his 
$7.6  billion  in  bank  debt, 
Murdoch  told  News  Corp.'s 
146  lenders  that  his  compa- 
ny would  be  unable  to  pay 
another  $2  billion  coming 
due  in  the  next  quarter. 
"We  were  doing  so  much," 
he  says  now,  "and  the  banks 
were  just  throwing  money 
at  us."  ( )nly  a  series  of  late- 
night  meetings,  part  of  a 
rescue  effort  code-named 
Dolphin,  saved  the  compa- 
ny. Murdoch  agreed  to  sell 
off  assets  and  slash  debt  by  $2  billion. 

Now,  after  years  of  lurching  from  one 
cash  crisis  to  another,  News  Corp., 
32.6%-owned  by  Murdoch  and  his  family, 
is  flush.  Cash  flow  from  the  company's 
$8  billion  in  operating  revenues  more 
than  doubled  last  year,  to  $864  million. 
News  will  comfortably  produce  more 
than  $1  billion  in  cash  this  year  and 
next,  predicts  Oppenheimer  &  Co.  ana- 
lyst Jessica  Reif.  Through  two  refinanc- 
ings in  the  past  IS  months,  it  has  shak- 
en off  most  of  the  covenants  that 
restricted  it  from  raising  new  debt.  The 
crisis  that  nearly  brought  Murdoch  down 
three  years  ago  is  well  past. 

It  shows.  Even  as  he  bathed  in  the 
glow  of  his  most  recent  coup,  it  was 
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...THAT  IS  USED  TO 
PAY  Of  F  DEBT... 


clear  to  all  that  Murdoch,  62,  aims 
ambitions  grander  than  simply  beat 
the  Big  Three  TV  networks  in  rati 
wars.  He  talks  of  creating  a  global 
lage  of  electronic  properties  that  1 
beam  their  signal  into  every  nook  ; 
the  planet.  Hence,  the  $525  million  p 
last  year  for  a  64%  stake  in  Star  T 
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i  Network,  a  money-losing  Asian 
ite  network,  and  the  $2  billion  or 
he  spent  to  launch  Britain's 
B  Television.  In  the  U.  S.,  Mur- 
|  building  a  system  that  promises 
ng  games,  education,  and  commu- 
ons  to  computer  users.  He's 
mplating  an  all-news  network 


and  maybe  a  few  more  cable  channels. 

Then,  there's  Fox  network.  The  one- 
time ragtag  affiliation  of  poor,  indepen- 
dent television  stations  remains  the  cor- 
nerstone of  Murdoch's  U.  S.  ambitions. 
His  May  23  deal  to  bring  on  the  12  sta- 
tions owned  by  New  World  Communica- 
tions Group  Inc.  is  only  the  first  such 


move,  says  Murdoch.  Within  a  few 
months  he  expects  to  add  at  least  one, 
and  perhaps  as  many  as  four,  other  CBS 
affiliates  to  the  fold.  He  also  intends  to 
bid  on  other  major  sporting  events,  pos- 
sibly major  league  baseball. 

How  does  Murdoch  intend  to  pay  for 
such  aggressive  growth?  His  deals  in 
the  past  year  provide  clues:  He  has  used 
thriving  projects  to  fund  startups,  taken 
on  joint-venture  partners,  and  offered 
equity  in  addition  to  or  in  lieu  of  cash. 
Chastened  by  his  restructuring  debacle, 
Murdoch  is  less  likely  these  days  to  take 
on  debt— and  his  filings  these  days  ad- 
here to  U.  S.  accounting  rules.  "I've 
learned  a  lesson,"  he  says.  "Now,  we're 
going  to  do  things  more  conservatively." 
Even  so.  News  filed  a  shelf  registration 
in  the  U.  S.  late  last  year  for  $1  billion 
in  senior  subordinated  debt  securities. 
When  you're  Rupert  Murdoch,  debt  is 
never  very  far  away. 

To  win  Hong  Kong-based  Star,  Mur- 
doch agreed  to  pay  the  family  of  bil- 
lionaire Li  Ka-shing,  which  owned  Star, 
cash  and  stock.  Still  barred  by 
covenants  from  taking  on  more  debt, 
he  unloaded  his  35%  interest  in  the 
South  China  Morning  Post  for  $349  mil- 
lion to  raise  the  cash  portion  of  the 
deal.  He  issued  50  million  new  shares  in 
News  to  the  Li  family  for  the  remain- 
der, giving  them  a  2.7%  stake  that  they 
since  have  sold. 

GAMESMANSHIP.  The  enormous  NFL 
package  won't  be  so  complex:  Murdoch 
will  fund  the  contract  out  of  operations. 
The  price  will  be  steep,  though.  On  top 
of  the  $1.6  billion  Fox  must  pay  over 
the  contract's  four-year  life,  it  will 
spend  at  least  $20  million  annually  to 
produce  its  telecasts— including  a 
breathtaking  $8  million  alone  to  on-air 
analyst  and  former  football  coach  John 
Madden.  Murdoch  admits  Fox  stands 
to  lose  upwards  of  $100  million  a  year 
on  the  broadcasts;  rival  network  exec- 
utives put  the  figure  at  closer  to  $200 
million. 

Outrageous?  Try  thinking  of  the  deal, 
as  Murdoch  does,  as  an  enormous  mar- 
keting strategy  to  boost  his  still-growing 
network.  Football,  he  and  industry  ana- 
lysts believe,  will  lift  prime-time  ratings 
at  the  eight  Fox  affiliates  he  owns— in- 
cluding some  in  such  football  hotbeds 
as  Washington  and  New  York.  Higher  ad 
sales  from  those  stations  could  boost 
cash  flow  by  some  $40  million. 

Then  there's  the  still  uncertain  ca- 
chet that  Fox  will  get  from  its  associa- 
tion with  America's  most-watched  tele- 
vised sport.  Analysts  figure  Fox,  which 
collected  $550  million  last  year  in  up- 
front ad  sales,  could  add  an  additional 
$50  million  or  more  in  the  upcoming  ad 
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sales  season.  "If  it  works  the  way  it 
looks  like  it  will  work,  no  one  is  going  to 
be  unhappy  at  all,"  says  kmsh  General 
Manager  Ken  Middleton,  in  Phoenix. 
"Look  at  the  visibility  NFL  football's  al- 
ready given  me." 

Such  contentment  has  its  price:  Fox's 
182  affiliates  will  be  helping  to  foot  the 
bill.  Affiliates  say  Fox  no  longer  intends 
to  pay  them  fees  to  compensate  for  a 
loss  of  viewers  to  the  new  FX  channel. 
In  addition,  Fox  intends  to  take  back  at 
least  three  of  the  90  half-minute  prime- 
time  advertising  slots  it  gives  its  affili- 
ates throughout  the  week.  Taken  to- 
gether, the  moves  could  add  $20  million 
a  year  to  Murdoch's  bottom  line. 

Does  that  pricey  football  contract 


sound  better  now?  Murdoch  clearly 
hopes  it  will  work  the  same  magic  that 
soccer  worked  for  BSkyB  Television,  of 
which  News  Corp.  owns  50%.  News  lost 
a  staggering  $1.2  billion  on  the  operation 
in  1989— precipitating  the  big  restruc- 
turing. Then  came  its  $456  million  deal 
to  telecast  Premier  League  soccer  games 
starting  in  1992.  The  Brits,  ever-hot  for 
soccer  and  emerging  from  a  long  reces- 
sion, signed  on  in  droves.  Today,  BSkyB 
boasts  3.2  million  subscribers  for  its  six 
channels. 

More  important,  the  one-time  weak 
venture  has  turned  cash  cow,  funding 
new  ideas  as  Murdoch  begins  to  ex- 
pand his  empire  once  more.  BSkyB's 
revenues  are  expected  to  grow  by  57%, 


to  $742  million  this  year,  predicts  I 
clays  de  Zoete  Wedd  Inc.  analyst  1  ■ 
nesh  Padiachy.  By  1998,  revenues 
grow  to  $1.8  billion,  he  says.  Last 
cember,  the  satellite  service  issued  $ 
million  in  dividends.  And  this  spring 
used  its  robust  balance  sheet  to  r; 
$750  million  in  bank  loans,  which 
pour  some  $315  million  into  N 
Corp.'s  war  chest. 
TINSELTOWN  success.  Some  of  that  I 
help  finance  Fox's  $500  million  in 
ment  in  New  World— though  most  of 
funds  will  come  from  operating  cash 
from  selling  existing  Fox  stations  in 
lanta  and  Dallas.  Murdoch  is  consta 
testing  the  financial  waters:  Last  j 
he  sought  permission  in  Australia  t< 
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A  POWER  JOLT  FOR  STATION  OWNERS 
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THE  AVENGERS 

Affiliates  that  once 
had  to  dance  to 
the  networks' 
music  are  calling 
the  tune  now 


dmund  N.  Ansin  was  mad  as  hell, 
but  he  doesn't  have  to  take  it  any- 
more. Five  years  ago,  Ansin's  WSVN 
station  in  Miami  was  dumped  by  NBC 
Inc.,  which  was  buying  the  local  CBS  Inc. 
affiliate.  Ansin  assumed  he  would  simply 
sign  on  with  CBS,  but  instead,  CBS 
spurned  him  and  bought  a  weaker  sta- 
tion on  the  cheap. 
Left  out  in  the  cold, 
Ansin  had  little 
choice  but  to  sign  up 
with  Fox— then  a  lit- 
tle outfit  notable 
mainly  for  its  raunch- 
iness  and  its  poor 
ratings. 

Oh,  how  the  media 
world  does  turn. 
When  Fox  Broadcast- 
ing Co.  snared  12 
network  affiliates  on 
May  23  and  touched 

Boff  a  nationwide 
>  scramble  among  all 
'  four  networks  for 
new  stations,  execu- 
tives such  as  Ed 
Ansin  were  suddenly 
sitting  in  the  catbird 
seat.  Immediately,  he 
and  other  affiliate  owners  began  receiv- 
ing humble  phone  calls  from  formerly 
haughty  network  brass— and  with  good 
reason.  Ansin  recently  bought  WHDH,  the 
CBS  affiliate  in  Boston.  Now  CBS  is  wor- 
ried he'll  take  his  second  station  to  Fox, 
which  is  also  courting  him. 

Ansin— whose  Miami  station  earns 
more  with  Fox  than  it  did  as  an  NBC  af- 
filiate—is all  ears.  "Certainly  I'm  inter- 
ested in  hearing  what  any  network  has 
to  say,  given  this  turn  of  events,"  he 


says  gleefully.  "Anybody  who  has  TV  sta- 
tions has  to  be  very  happy  about  this." 
Little  wonder:  Brian  E.  Cobb,  a  leading 
broker  for  Media  Venture  Partners,  fig- 
ures station  values  have  climbed  some 
25%  in  recent  weeks. 
fatter  checks.  For  downtrodden  affili- 
ates, the  sudden  shift  in  television's  bal- 
ance of  power  is  sweet  revenge.  With 
the  advent  of  cable,  the  need  for  their 
very  existence  was  called  into  question. 
Then,  cost-conscious  networks,  notably 
CBS,  slashed  their  compensation,  confi- 
dent that  their  affiliates  had  no  choice 
but  to  accept.  Fox's  emer- 
gence as  a  deep-pocketed 
suitor  has  changed  all 
that.  Dennis  J.  FitzSi- 
mons,  president  of  Tri- 
bune Television,  notes 
that  the  Fox  deal  made 
the  networks  realize  "the 
importance  of  distribution, 
which  is  something  that 
has  been  ignored  recently. 
It  shifts  the  leverage  back 
to  the  stations."  Before, 
adds  Nicholas  D.  Trigony, 
president  of  Cox  Enter- 
prises Inc.'s  Broadcast 
Div.,  "it  was  a  one-sided 
affair  in  favor  of  the  net- 
works." 

Now,  a  high-stakes 
mating  ritual  is  under 
way  between  local  TV  sta- 
tion-owners in  Boston, 
Buffalo,  Dallas,  Tampa, 
Phoenix,  and  half  a  dozen 
other  cities,  and  CBS,  NBC, 
ABC,  and  Fox.  Old  think- 
ing about  network  loyalty 
and  the  danger  of  switch- 


ing affiliations  has  flown  out  pffnt 
dow.  Fox  now  reaches  96%  of 
households,  nearly  the  same  lev 
99%  reach  of  the  other  networ 
instead  of  continuing  a  campaig  «E  API 
the  cash  compensation  they  p 
ates— which  can  total  about  $2  i 
such  large  markets  as  Atlanta- 
line  networks  have  reversed  com 
they're  more  likely  to  promis  m 
comp  checks  or  give  affiliates  m 
to  air  local  ads. 

All  told,  the  increased  affili 
pensation  could  cost  each  netw 
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lonvoting  common  stock,  to  be  used 
iter  joint  ventures  with  technology 
lanies.  That  didn't  fly.  Even  so,  he 
reasingly  turning  to  joint  ventures, 
as  his  alliance  with  Aussie  Kerry 
er's  Nine  Network  Australia  Ltd. 
d  for  a  satellite  pay-TV  license  in 
country. 

jrdoch's  eye  for  expansion  can 
unsettling,  coming  so  soon  after 
!  lean  years.  But  reports  from 
id  the  News  empire  indicate  that 
of  the  old  troubles  have  been 
ithed  out.  The  Fox  film  studio, 
h  suffered  through  two  years  of 
uster  films  before  last  year's 
chit  Mrs.  Doubtfire,  seems  poised 
.  strong  summer  with  the  action 
Speed  and  True  Lies.  And  after 
ig  the  cover  price  of  his  London 


papers  to  boost  circulation,  his  news- 
paper division  has  again  become  a 
prodigious  moneymaker. 

Star  Television  is  still  losing  money 
and  faces  the  threat  of  competition  on 
several  fronts,  including  planned  new 
services  from  Ted  Turner  and  Viacom 
Inc.'s  MTV.  Several  governments,  notably 
China's,  still  place  restrictions  on  con- 
sumers' ownership  of  satellite  dishes. 
Still,  Murdoch  is  investing  heavily  in 
the  network  and  has  increased  program 
offerings  in  separate  deals  with  Indian 
and  Chinese  outfits. 

The  one  real  fly  in  Murdoch's  oint- 
ment, in  fact,  is  the  Fox  network.  De- 
spite the  raid  on  CBS  and  the  big  football 
contract,  the  eight-year-old  network  still 
is  struggling  with  its  prime-time  line- 
up. Except  for  such  hot  shows  as  The 


Simpsons  and  Melrose  Place,  ratings 
were  down  this  year,  even  among  its 
hard-core  audience  of  young,  urban  view- 
ers. Ratings  did  perk  up  during  the  May 
sweeps,  but  that  hasn't  stopped  critics 
from  sniping.  "We're  now  in  a  cycle  of 
'look  how  bold  Murdoch  is,' "  says 
Howard  Stringer,  president  of  CBS 
Broadcast  Group. 

Well,  yes,  Murdoch  is  bold.  He  knows 
how  to  spend  money.  He  appears  to 
have  learned  how  to  contain  his  pas- 
sion for  debt.  His  thirst  for  the  deal 
knows  no  bounds.  If  they  did  not  be- 
fore, critics  surely  understand  now:  You 
dismiss  Rupert  Murdoch  at  your  own 
peril. 

By  Ronald  drover  in  Los  Angeles,  with 
Julia  Flynn  in  London  and  Mark  Landler 
in  New  York 


millions  of  dollars  a  year. 
>  the  frenzy:  Warner  Bros.  Inc. 
aount  Communications  Inc.  are 
icruiting  affiliates  for  their  own 
'fifth"  networks.  Predicts  Jack 
CEO  of  Meredith  Corp.,  which 
television  stations:  "Nothing 
11  at  this  point." 
•NSE  APPROACH.  Much  of  the 
hift  in  the  industry  can  be 
ck  to  New  World  Entertain- 
ef  Executive  William  Bevins. 
I  Turner  Broadcasting  System 
itive  decided  last  year  that  he 
assemble  a  strong  broadcast- 
■  to  successfully  build  a  fully 
1  TV  company  that  both  pro- 
airs  programs. 


Since  then,  Bevins  has  done  deals  with 
staccato  speed.  First,  he  bought  control  of 
seven  stations  last  year  from  SCI  Televi- 
sion. Then,  since  Westinghouse  Electric 
Corp.  wasn't  interested  in  selling  its  five 
blue-chip  stations,  he  gobbled  up  Great 
American  Communications'  four  stations. 
This  spring,  he  approached  dlj  Merchant 
Banking  Partners  to  make  an  offer  for 
four  major-market  TV  stations  that  DLJ 
had  acquired  less  than  a  year  before.  He 
didn't  lowball  on  price,  either.  His  first  of- 
fer was  so  high  that  DLJ  accepted,  and 
the  deal  was  closed— with  no  other  bids— 
within  weeks.  A  similarly  urgent  and  no- 
nonsense  approach  surrounded  Bevins' 
negotiations  with  Fox,  which  were  con- 
cluded in  about  10  days  of  secret  talks. 


THE  FALLOUT  FROM  FOX 

Fox's  move  to  nab  12  local  affiliates  from  CBS  and  others  altered  the 
balace  of  power  in  the  TV  business.  Here  are  some  trends  that  are 
likely  to  be  accelerated  by  the  deal: 


NET  HOPPING 


Almost  overnight,  the  value  of  affiliates  has  risen  25%.  Affiliates  can  now 
pick  and  choose  among  the  four  networks. 


CASH  FROM  THE  NETS 


CBS,  ABC,  and  N  BC  will  likely  beef  up  cash  compensation  packages 
to  lure  and  retain  their  200  or  so  affiliates. 


LOCAL  ADS 


The  networks  may  emulate  Fox  by  giving  more  ad  time  to  local  stations 


AFFILIATE  PROGRAMMING 


Fox's  lighter  programming  schedule  means  its  affiliates  retain  more 
airtime,  so  New  World  Communications  Group 
and  others  can  develop  more 
of  their  own  shows. 


DATA:  MEDIA  VENTURE 
PARTNERS,  BUSINESS  WEEK 


One  result  of  the  deal:  Any  company 
that  owns  TV  stations— including  such 
large  corporations  as  Westinghouse, 
Scripps  Howard,  Meredith,  Tribune, 
Belo,  Cox,  and  McGraw-Hill  (publisher  of 
business  week)— is  faced  with  critical 
choices.  Some  groups,  such  as  Mered- 
ith, are  itching  to  expand  and  buy  more 
stations,  or  to  shuffle  existing  affilia- 
tions. Tribune's  eight  independent  sta- 
tions have  already  signed  on  with  the 
new  Warner  Bros,  network.  And  Cox  is 
committed  to  increasing  its  production 
activities. 

bargaining  power.  Other  affiliates  face 
a  considerable  struggle  to  emerge  from 
the  turmoil  as  winners.  Scripps  Howard 
Broadcasting  Co.,  for  one,  owns  the  Fox 
affiliates  in  Kansas  City,  Mo., 
Phoenix,  and  Tampa.  But  those 
are  all  weaker  UHF  stations  that 
Fox  is  dumping  in  favor  of 
stronger  stations  gainer!  from  the 
New  World  deal.  Still,  Scripps  is 
not  entirely  on  the  outs.  The 
company  owns  the  ABC  affili- 
ates in  Cleveland  and  Detroit— 
both  major  markets  where  CBS  is 
desperate  to  make  a  deal  for  a 
new  affiliate.  A  Scripps  spokes- 
man declined  to  comment  on 
whether  or  not  the  company  is 
talking  with  officials  at  CBS. 

The  networks  decry  the  local 
stations'  new  bargaining  power. 
"More  station  owners  [are]  in 
the  business  for  short-term  busi- 
ness gain,"  complains  CBS  Broad- 
cast Group  President  Howard 
Stringer.  But  the  fact  is  that  af- 
filiates may  just  now  be  seeing 
the  beginning  of  an  unexpected 
boom.  For  affiliates,  these  are 
sweet  days  indeed. 

By  Elizabeth  Lesly,  with  Mark 
Landler  in  Neiv  York  and 
Richard  A.  Melcher  in  Chicago 
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POLITICS  I 


THE  FIRST  LADY  IN  BOULDER:  PUSHING  FOR  PUBLIC  SUPPORT  WHILE  REMAINING  FLEXIBLE  BEHIND  THE  SCENES 


i  Ea 


HEALTH  CARE:  THE 
LOGJAM  MAY  LOOSEN 


Coverage  may  not  be  "universal,"  but  Congress  fears  doing  nothing 


■  t's  a  crisp  October  day.  Hundreds  of 
I  doctors,  hospital  executives,  lobby- 
I  ists,  and  staffers  crowd  the  White 
House  South  Lawn.  Members  of  Con- 
gress jostle  for  prime  spots  on  the  dais 
as  President  Clinton  reaches  for  a  stack 
of  pens  and  begins  signing  into  law  the 
Comprehensive  Health  Insurance  &  Med- 
ical Security  Act  of  1994.  Next  to  him  is 
a  beaming  Hillary  Rodham  Clinton.  Just 
imagining  this  scene  brings  mist  to  the 
eyes  of  a  White  House  aide.  "We  will 
have  an  extravaganza  on  the  South 
Lawn,  with  balloons,"  he  muses.  "We 
will  have  won." 

An  impossible  dream?  Much  of  Wash- 
ington thinks  so.  Congress  is  weeks  be- 
hind schedule  on  health-care  legislation, 
public  support  is  ebbing,  and  small  busi- 
ness has  all  but  sunk  Clinton's  mandate 
that  employers  pay  for  coverage.  Mean- 
while, Clinton  ally  and  ex-House  Ways  & 
Means  Committee  Chairman  Dan  Ros- 
tenkowski  (D-I1L),  has  been  sidelined  by 
a  May  31  corruption  indictment. 

But  health-care  reform  refuses  to  die. 
Both   parties  fear  facing  voters  in 


November's  midterm  elections  without 
having  passed  something.  The  pressure 
to  deliver  is  forcing  Congress  to  float 
ideas  that  could  form  the  basis  for  an 
eventual  compromise.  Just  as  important, 
the  Administration  is  signaling  flexibility 
to  accept  a  deal— even  if  it  means 
stretching  to  the  limit  Clinton's  vow  to 
veto  any  bill  that  doesn't  guarantee 
coverage  for  every  American. 

The  key  to  break- 
ing the  health-care 
deadlock:  "triggers." 
To  achieve  universal 
coverage,  Clinton  has 
insisted  that  all  em- 
ployers must  buy  in- 
surance for  their 
workers  within  three 
years.  The  compromis- 
es being  discussed  in 
the  Senate  would 
I  n  isi  |  ii  me  that  require- 
ment for  up  to  five 
years.  The  bill  also 
would  require  insur- 
ers to  cover  patients 


HANDICAPPING 
HEALTH  CARE 

The  odds  on  the  Hill  for  central 
pieces  of  health-care  reform 


EMPLOYER  MANDATE 


On  all  companies 
On  big  companies 
'Triggered"  mandate 


COST  CONTROL 


Premium  caps 
Fee  schedules 
'Triggered"  controls 

DATA:  BUSINESSWEEK 


with  preexisting 
ditions  and  lower 
mium  payments 
high-risk  policyhold 

The  big  hope:B 
tempt  individuals  lie 
employers    to  te 
coverage  volunta|».. 
But  if  the  numbept 
uninsured  Amendfe 
doesn't  fall  below  m 
get  levels  within  fat 
time,    the  trigggi 
would  kick  in,  eijfc 
imposing  mandates^, 
tomatically  or  forjij 
Congress  to  tackle 
issue  again.  Price 
trols,  too,  could  be 
up  on  standby,  tc 
triggered   if  ref 
doesn't  rein  in  he 
costs. 

FACE-SAVER.  Tf 

trip-wire  mechani 
are  the  brainchil 
Senator  John  B.  Breaux  (D-La.). 
faced  intense  lobbying  from  the  W  raw 
House  Chief  of  Staff,  his  friend  Tho 
F.  McLarty  III,  to  sign  on  to  Clint 
bill.  But  Breaux  refused  to  accept 
ton's  employer  mandate.  So  Breaux 
veloped  the  face-saving  ploy:  Clii  Mfe 
can  claim  that  triggers  guarantee  un: 
sal  coverage— eventually.  And  Rep 
cans  and  conservative  Democrats 
claim  that  market  forces  will  make  r 
dates  unnecessary. 

The  notion  is  gaining  support.  Ti 
ury  Secretary  Lloyd  M.  Bentsen 
firms  that  triggers  "could  be"  the  bas 
a  grand  compromise  on  reform. 
Senate  Finance  Committee  Chair: 
Daniel  P.  Moynihan  (D-N.Y.)  is  likel 
include  triggers  in  the  compromise 
he's  now  drafting  with  Senator 
Pack  wood  (R-Ore.). 

With  the  signs  that  Senate  bip 
sanship  is  budding,  the  White  Hous 
preparing  to  by] 
the  deadlocked  H< 
Energy  &  Comm! 
Committee,  once 
ton's  best  hope  f 
compi'omise,  and 
the  issue  directl;H 
the  floor.  The  t:| 
table  now  calls 
committee  work  t| 
done  by  July  4, 
bills  to  be  passe(( 
the  House  and  Se 
floor  by  mid-Augi 
Meanwhile,  W< 
House  officials  are 
ancing  behind 


m 


6  to  1 

2  to  1 

3  to  2 


9  to  1 
3tol 
even 
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es  maneuvers  with  a  stepped-up 
e  to  bolster  public  support.  In  the 
four  months,  support  for  Clinton's 
h  plan  has  eroded  from  57%  to  43%. 
•n  the  Clintons  return  from  D-Day 
:ts  in  Europe  on  June  8,  they'll  be- 
in  intensive  coast-to-coast  campaign 
jep  wavering  Democrats  in  the  fold 
to  pressure  Republicans  to  sign  on. 
^en  with  some  GOP  support,  though, 


reform  won't  sail  through  Congress.  A 
deal  built  around  Breaux's  triggers, 
which  could  leave  uncovered  up  to  4.2 
million  of  today's  uninsured  workers, 
will  anger  liberal  Democrats.  And  even 
if  triggers  break  the  logjam  on  coverage, 
Congress  has  just  65  legislative  days  to 
deal  with  hundreds  of  details  on  every- 
thing from  insurance  reforms  to  subsi- 
dies for  the  poor. 


But  those  hurdles  can  be  overcome. 
After  all,  Clinton  can  use  fear  to-  get 
his  way.  For  wavering  lawmakers,  he 
can  conjure  up  two  images:  spend  an 
October  afternoon  at  a  White  House 
signing  ceremony,  or  go  home  to  face 
voters  angry  that  Washington  failed 
once  more. 

By  Susan  B.  Garland,  Mike  McNamee, 
and  Richard  S.  Dunham  in  Washington 


Commentary/by  Keith  H.  Hammonds 


TOO  MANY  POLITICIANS  IN  HEALTH  REFORM'S  LAB 


A   11  right,  let's  try  to  get  this 
■L  straight.  Once,  a  few  months 
^Lago,  there  was  President  Gin- 
's health-care  reform  plan,  with  its 
wing  promise  of  insurance  coverage 
all  and  quid  pro  quos,  among  oth- 
,  of  payroll  and  cigarette  taxes. 
;re  were  other  schemes,  too,  intro- 
ed  by  such  luminaries  as  Senator 
i  n  H.  Chafee,  champion  of  individual 
idates,  and  Representative  Jim 
per,  friend  of  small  business.  Sure- 
•eform  was  at  hand, 
'hose  bills  are  history 
'.  Instead,  we  have  five 
or  committees,  three  in 
House  and  two  in  the 
ate— plus  15  or  so  lesser 
ies— all  cobbling  reform 
slation.  Most  are  wres- 
g  with  chunks  of  the 
sident's  plan,  but  shreds 
chafee  and  Cooper— not 
nention  Stark,  Breaux, 
j  gell,  and  McDermott— 
I  floating  around,  too. 
and  PASTE.  All  five  com- 
bes promise  to  complete 
by  July,  though  it  looks 
i  ady  as  though  some 
J  k  pull  that  off.  Then,  the 
ise's  bills  will  go  to  the 
3S  Committee,  where  the 
aocratic  leadership  will 
-rig  them  into  one  pack- 
The  Senate's  majority 
ler,  with  committee  chairs,  will 
ge  its  bills,  then  deliver  the  result 
I  a  weeks-long  floor  debate.  And  a 
|  t  conference  committee  will  meld  fi- 
|  legislation  from  the  two  survivors. 
I  /ith  us  so  far?  Of  course  you're  not. 
I  one  is.  The  legislative  process  on 
|  th  care  has  been  "kind  of  a  sub- 
I  train  that's  hurtled  into  a  tunnel," 
!  >  Michael  J.  Langan,  a  vice-presi- 
| ;  at  benefits  consultant  Towers  Per- 
"You  know  it's  speeding  along,  but 
don't  know  where." 
o  be  fair,  we're  starting  to  get 


hints:  Switch  on  C-Span,  and  you  can 
watch  elected  officials  plow  through  en- 
tertainingly arcane  legislation.  (Sam- 
ple: "I  haven't  actually  read  this,  Mr. 
Chairman.")  It  doesn't  look  good.  Ex- 
pectations for  a  law  that  approaches 
the  scope  and  impact  of  the  President's 
original  were  scaled  back  long  ago. 

The  House  Ways  &  Means  Commit- 
tee leans  toward  basing  a  standard  ben- 
efits package  on  what's  now  provided 
in  Medicare— because  its  health  sub- 


SON  OF  REFORM:  WHAT  THE  HOUSE  AND  SENATE 
STITCH  TOGETHER  COULD  BE  A  MONSTER 


committee  oversees  Medicare.  Energy 
&  Commerce  is  hopelessly  sidelined, 
because  the  legendary  arm-twisting 
skills  of  Chairman  John  D.  Dingell  (D- 
Mich.)  have  met  their  match  in  the  lob- 
bying clout  of  small  business.  And  the 
idea  of  forcing  business  to  pay  for  uni- 
versal coverage  has  moderate  Demo- 
crats running  for  cover. 

Can  anyone  be  surprised?  This  is 
the  way  the  conservative  U.  S.  legisla- 
tive process  works.  And  from  the  start, 
health  care  has  been  a  classic  example 
of  ego-  and  interest-driven  politics.  Its 


breadth,  a  product  of  Presidential  ambi- 
tion, ensured  it  would  touch  on  nearly 
every  lawmaker's  turf.  Its  prominence— 
and  the  dollars  at  stake— guaranteed 
everyone  would  want  in  on  the  action. 
boss  knows  best.  The  Clinton  reform 
plan,  though  Byzantine  and  fiscally 
flawed,  at  least  was  characterized  by 
relatively  consistent  thinking.  It  reflect- 
ed the  goals  and  ideals  of  the  boss, 
more  or  less,  and— again,  more  or  less- 
provided  a  sense  of  synthesis,  of  clo- 
sure, of  means  and  ends.  In- 
troduce the  same  issues  into 
Congress,  and  the  dynamics 
produce  a  Frankensteinesque 
monstrosity.  "Our  adversarial 
form  of  government  is  not 
well-suited  to  developing  a 
tightly  integrated  health-care 
system,"  says  Thomas  0. 
Pyle,  an  early  member  of  the 
President's  health  task  force. 

Where  all  this  is  headed,  it 
now  appears,  is  legislation 
proposing  voluntary  targets 
for  enrollment  and  benefits. 
Missing  the  targets  by  Year 
X  would  set  off  triggers  for 
mandatory  programs. 

In  other  words,  Congress 
would  get  to  defer  respon- 
sibility but  still  argue  that  it 
had  ensured  the  President's 
beloved  universal  coverage, 
sort  of.  The  finances  would 
be  a  lot  easier  to  swallow.  Clinton  could 
claim  victory.  And  everyone  would  pass 
the  buck  to  the  states  and  the  mar- 
ket, which  are  fast  overhauling  health 
care,  anyway. 

Maybe  that's  not  entirely  bad.  But 
markets  don't  have  all  the  answers, 
and  states  aren't  likely  to  address  such 
issues  as  insurance  reform.  Congress' 
display  of  collective  spinelessness  may 
prove  more  than  drawing-room  enter- 
tainment. It  may  actually  hurt. 

Hammonds  covers  health  care  issues. 
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DEALS  I 


MIGHTIER  MOUSE:  EURODISNEY  COULD  USE  CASH  TO  BUILD  RIDES  AND  OPEN  AN  MGM  PARK 


EURODISNEY'S 
PRINCE  CHARMING? 


A  Saudis  equity  infusion  puts  the  park  on  solid  ground — for  a  while 


1992  1993 


After  a  financial  crunch  threat- 
ened to  close  its  doors  in  March, 
Walt  Disney  Co.'s  struggling 
French  theme  park  finally  has  some 
good  news.  Like  Aladdin  flying  in  on 
his  magic  carpet,  Saudi  Prince  Al-Walid 
bin  Talal  is  about  to  help  rescue  Euro 
Disneyland  by  investing  up  to  $430  mil- 
lion in  new  equity.  The  deal  is  part  of  a 
broad  restructuring  that  EuroDisney 
shareholders  are  to  con- 
sider at  a  June  8  meet- 
ing. The  prince  also 
would  raise  $100  million 
to  build  a  new  conference 
center  aimed  at  bringing 
more  visitors  to  the  trou- 
bled park. 

But  if  the  new  cash 
helps  strike  a  blow  for 
American  culture  in  the 
Paris  suburbs,  sharehold- 
ers of  Euro  Disneyland 
shouldn't  start  the  cele- 
bration yet.  Many  ana- 
lysts doubt  that  even  a  princely  bailout 
can  turn  EuroDisney  into  a  profitable 
investment  for  outside  stockholders. 
scavenger  hunter.  The  agreement  with 
Prince  Al-Walid,  announced  by  EuroDis- 
ney on  June  1,  is  only  a  broad  frame- 
work. "Lots  of  details  remain  to  be 
worked  out,"  says  one  of  Disney's  Euro- 
pean bankers.  The  basic  plan:  The  park's 


EUROLOSSES 

EURODISNEY  RESULTS 

FISCAL  YEAR  ENDS  SEPT  30 
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61  lenders  are  obligated  to  buy  any 
shares  that  existing  shareholders  don't 
purchase,  in  a  $1.1  billion  rights  offering 
to  be  launched  by  fall.  Al-Walid  would 
buy  out  three  French  banks  that  aren't 
keen  to  own  EuroDisney  shares.  The 
prince  would  buy  shai'es  from  Banque 
Nationale  de  Paris,  Banque  Indosuez, 
and  Caisse  des  Depots  et  Consigna- 
tions—and possibly  Disney.  He  would 
end  up  owning  between 
13%  and  24%  of  the 
French  venture. 

The  per-share  price 
that  Al-Walid  and  other 
shareholders  would  pay 
hasn't  been  set,  but  esti- 
mates range  between  90<t 
and  $1.80  a  share.  That's 
a  bargain  compared  with 
EuroDisney's  recent  mar- 
ket price 'of  $5.33-and 
especially  compared  with 
its  1989  offering  price  of 
$12.80.  Analysts  gripe  at 
the  low  price  Al-Walid  is  getting.  Still, 
says  Nigel  Reed,  an  analyst  at  Paribas 
Capital  Markets  in  London,  the  deal 
"would  be  a  positive  sign  that  someone 
has  confidence"  in  the  park. 

Prince  Al-Walid  is  famous  for  scav- 
enging stock  in  troubled  companies  at 
bai-gain  prices.  He  did  so  at  Citicorp 
and  Saks  Fifth  Avenue  in  1991,  helping 


salvage  both  companies  and  profit 
mightily  himself.  The  37-year-old  nep] 
of  Saudi  King  Fahd  is  a  sort  of  one- 
investment  bank,  who  some  Saudis  thl 
is  a  conduit  for  royal  family  money. 

After  the  prince's  first  big  deal 
19SS  kiilout  ol  a  Saudi  hank,  the  pri 
put  $590  million  into  Citibank  convert) 
preferred  in  the  midst  of  the  Pers! 
Gulf  war— buying  a  nearly  10%  piee 
the  bank  at  a  time  when  most  in 
tors  were  chary  of  its  prospects, 
profit  if  he  were  to  sell  out  today:  cl 
to  $900  million.  In  the  same  year, 
Walid  bought  50%  of  Saks  Fifth  A 
nue  after  a  leveraged  buyout.  His  E' 
Disney  deal  was  worked  out  thm 
Carlyle  Group,  a  Washington  investmj 
bank  run  by  ex-Bush  Administrat 
officials. 

whirlwind  tour.  By  moving  to  firnj 
financial  ground,  EuroDisney  would 
able  to  add  park  attractions  and 
sibly  speed  up  the  launch  of  a  postpoi 
second  park  nearby— an  MGM  studio  t 
That  would  help  solve  a  key  problc^| 
low  occupancy  at  the  park's  five  big 
tels.  "There  aren't  enough  attracts 
to  get  people  to  spend  the  night,"  si 
Jeff  Summers,  an  analyst  at  debt  brol 
Klesch  &  Co.  in  London.  Summers  si 
he  recently  rode  every  EuroDisney 
in  just  five  hours.  The  conference  cen 
also  aims  to  fill  hotels,  especially 
weekdays. 

Most  analysts  are  still  skeptical  afo 
Euro  Disneyland's  ultimate  pay 
though  they  say  its  restructuring 
put  it  on  solid  footing  for  at  least 
years.  Lenders  are  stretching  out  p 
ments  on  the  park's  $3.4  billion  de| 
while  Walt  Disney— which  owns  49% 
the  park— is  giving  up  license  fees  f 
time.  After  big  losses  (chart),  the  p 
should  make  a  profit  in  1995  and  1! 
predicts  Reed  of  Paribas.  But  trou; 
could  return  once  interest  payments 
license  fees  kick  in  again,  he  says. 

Disney  hopes  its  two-year  window; 
financial  peace  will  bring  a  horde  of 
spending  customers.  With  huge  hoo| 
on  May  19,  it  inaugurated  a  station 
the  park's  gates  for  France's  high-sp' 
TGV  trains.  By  summer's  end,  the  tr; 
will  haul  Londoners  through  the  Ch 
in  just  three  hours  to  shake  hands 
Mickey  Mouse.  The  park  needs 
boost:  Attendance  in  its  second  yea; 
operation,  ended  Apr.  12,  fell  10%, 
9.5  million. 

Now,  says  Summers,  Disney  has  ■ 
fresh  chance  "to  show  that  Europe  r< 
ly  needs  an  amusement  park  that  \ 
have  cost  $5  billion."  Proving  that  \ 
take  more  than  rubbing  a  magic  lam 

By  Stewart  Toy  in  Pan's  and  J( 
Rossant  in  Rome 
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SOMETIMES 

OVERNIGHT 

IS 

OVERKI LL. 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable  option. 
>rity  Mairfrom  the  Postal  Service.  It's  not 


overnight  but  it's  delivered  fast,  specially  handled  and 
only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext 
more  information 
on  Priority  Mail. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


UNITEDSTATES 
POSTAL  SERVICE, 


I  U  S  Postal  Service 


We  Deliver  For  You. 


AUTOS  I 


AND  THEY'RE  OFF!  EUROCARS 
BURN  RUBBER  IN  THE  U.S. 


This  year's  pace  is  the  hottest  in  a  decade,  thanks  to  a  slew  of  new  models 


■  t's  the  year  of  the  Euro-car.  With 
I  cost-cutting  and  new  models  kicking 
H  in,  European  carmakers  are  off  to 
their  best  year  in  the  U.  S.  since  a  disas- 
trous market  slide  began  in  the  mid- 
1980s.  Through  April,  the  Europeans' 
U.  S.  car  sales  are  up  32.2%-vs.  16.3% 
for  Japan  and  8.7%  for  Detroit. 

It  wasn't  so  long  ago  that  European 
car  companies,  including  Italy's  Fiat  and 
France's  Renault  and  Peugeot,  were 
pulling  out  of  the  U.  S.  Now,  even  Volks- 
wagen, the  only  high-volume  European 
carmaker  still  selling  autos  in  America, 
seems  finally  to  have  arrested  its  slide: 
vw  says  its  sales  nearly  doubled,  to 
46,300  through  May.  And  in  luxury  cars, 


among  European  cars.  Other  new  Euro 
models  include  Porsche's  911,  a  re- 
vamped Saab  900,  and  Mercedes'  mod- 
estly restyled,  top-of-the-line  S-Class 
cars.  Coming  this  fall:  BMW's  new  top- 
end  7  Series. 

Aggressive  pricing  isn't  hurting  the 
Europeans,  either.  Al- 
though European  cur- 
rencies are  relatively 
strong  against  the  dol- 
lar, the  superstrong  yen 
puts  Japanese  carmak- 
ers at  a  disadvantage. 
"All  of  the  Japanese 
cars  are  struggling  be- 
cause of  the  yen,"  notes 


EUROPE  ROARS  BACK 

1994  AUTO  SALES  IN  THE  U.S. 

  THROUGH  APRIL 


PERCENT  CHANGE 
FROM  1993 


JAPAN 


BIG  THREE 


MERCEDES  COULD  UNLOAD  70,000  CARS  IN  AMERICA  THIS  YEAR,  13%  MORE  THAN  IN  1993 


where  Europeans  hold  about  a  quarter 
of  the  U.S.  market,  the  Old  World  is 
more  than  holding  its  own.  BMW's  sales 
are  now  neck  and  neck  with  those  of 
Toyota  Motor  Corp.'s  Lexus— for  the 
first  time  since  1990. 

( >ne  reason  the  Europeans  are  doing 
so  well:  a  plethora  of  new  models.  Mer- 
cedes-Benz, with  spanking-new  C-Class 
models  to  soli,  is  up  29.6%  in  1994's  first 
four  months.  And  hot  sales  of  Volvo's 
new  850  have  helped  the  Swedish  car- 
maker snare  7.8%  of  the  luxury-ear  mar- 
ket, according  to  Little  Falls  (N.J.)  con- 
sultants Jacobs  &  Associates— up  a  point 
from  the  same  period  last  year  and  top 


Ronald  D.  Ertley,  whose  Pennsylvania 
dealerships  sell  Mercedes,  Volvos,  Lexus- 
es,  and  Acuras.  Indeed,  a  favorable  ex- 
change rate  helped  Sweden's  Saab  shave 
3.2%  off  the  price  of  its  new  900S  con- 
vertible and  Volvo  price  the  most  popu- 
lar version  of  its  850  at  a  competitive 
$28,010.  Moreover,  European  carmakers, 
including  Mercedes,  say  they  have  cut 
back  on  cut-rate  lease  deals. 
STAYING  POWER?  Thanks  to  cost-cutting, 
even  Mercedes  is  getting  into  so-called 
value  pricing.  It  set  stickers  on  the  C- 
Class  in  the  $30,000  to  $40,000  range. 
And  the  S-Class  models  came  out  in  late 
May  at  $6,000  to  $8,000  off  the  price  of 


the  cars  they  are  replacing.  Not 
the  cars  are  cheap,  mind  you:  A  6-cy 
der  S320  sedan  starts  at  $65,800. 
company  officials  say  they  achieved 
ductions  mainly  because  of  a  cost-< 
ting  drive  started  in  1991  that  sa1 
the  company  $2.3  billion  last  year  ale 
From  now  on,  says  Michael  Basserm 
head  of  Mercedes'  North  American  oj 
ation,  "we'll  watch  our  costs.  With 
competition  out  there,  we  have  to." 

Will  Europe's  turnaround  have  st 
ing  power?  Even  Basserman  admits 
Mercedes'  torrid  pace  may  not  last, 
the  full  model  year,  he  expects  M 
cedes'  unit  sales  to  hit  about  70,00( 
13%  increase  over  last  year.  One  i 
son  growth  may  sl< 
Japan   has  new 
coming  this  fall,  sucl 
a  redesigned  Lexus 
400  and  the  new  Ac 
Vigor. 

Another  nagg 
doubt  is  the  relativ 
sloppy  quality  of  El 
pean  cars.  Volkswag 
for  example,  is  str 
gling  to  shed  its  imi 
for  shoddiness.  L 
year,  when  it  had  qi 
ity  snafus  at  its  M( 
can  facility,  it  held 
products  back  from 
U.  S.  until  the  problems  were  fix 
That  kept  sales  weak  in  1993  but 
paying  off  in  booming  sales  of  the  J( 
and  other  models  now.  As  for  Merce 
and  BMW,  the  quality  of  their  cars 
good— but  it  has  not  quite  kept  up  w 
the  Japanese.  In  the  latest  J.  D.  Po\ 
&  Associates  Inc.  survey  of  proble 
during  the  first  90  days  of  ownersl 
Lexus,  Toyota,  and  Infiniti  top  the 
of  companies  whose  cars  have  the  ft 
est  glitches— while  Mercedes  rai 
No.  8.  BMW,  at  No.  16,  is  slightly  uni 
the  industry  average. 

Still,  the  recent  American  renaissa 
is  important  to  Continental  carmak< 
"The  U.  S.  market  is  the  yardstick 
company's  capability  as  a  world  car  { 
ducer,"  says  Karl  E.  Ludvigsen,  ch; 
man  of  Ludvigsen  Associates,  a  Lom 
auto  consultant.  That's  one  reason  B 
and  Mercedes  are  each  now  build 
i  heir  first  I  L  S.  carmaking  facilities, 
aim:  to  break  Europe's  American  J  Idl 
and  return  to  the  glory  years  of 
mid-1980s— when  the  Euros  sold  ab 
750,000  cars  in  the  U.  S.,  twice  w 


126,916     843,618  1,956,431 
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cars  in 

they'll  sell  this  year  if  they  keep 
their  current  pace.  An  admirable  gi 
but  they  have  a  long  road  to  travel 
reach  it. 

By  John  Temple  man  in  Bonn 
David  Woodruff  in  Detroit 
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What  you  really  want  is  the  goose. 


Once  upon  a  time,  you  could  set  a 
I  II  defined  goal,  direct  the  organi- 
I  :ion  towards  it  and  if  all  went  well, 
p  p!,out  came  the  desired  result, 
j  But  in  this  unpredictable  era,  what 
i  ou  need  to  adjust  the  goal?  What 
i:  ou  need  two  eggs?  Or  a  dozen? 

1!  I  Andersen  Consulting  All  rights  reserved 

1 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 
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AND  THEY'RE  OFF!  EUROCARS 
BURN  RUBBER  IN  THE  U.S. 


This  year's  pace  is  the  hottest  in  a  decade,  thanks  to  a  slew  of  new  models 


I  t's  the  year  of  the  Eurocar.  With 
I  cost-cutting  and  new  models  kicking 
■  in,  European  carmakers  are  off  to 
their  best  year  in  the  U.  S.  since  a  disas- 
trous market  slide  began  in  the  mid- 
1980s.  Through  April,  the  Europeans' 
U.  S.  car  sales  are  up  32.2%— vs.  16.3% 
for  Japan  and  8.7%  for  Detroit. 

It  wasn't  so  long  ago  that  European 
car  companies,  including  Italy's  Fiat  and 
France's  Renault  and  Peugeot,  were 
pulling  out  of  the  U.  S.  Now,  even  Volks- 
wagen,  the  only  high-volume  European 
carmaker  still  selling  autos  in  America, 
seems  finally  to  have  arrested  its  slide: 
VW  says  its  sales  nearly  doubled,  to 
46,300  through  May.  And  in  luxury  cars, 


among  European  cars.  Other  new  Euro 
models  include  Porsche's  911,  a  re- 
vamped Saab  900,  and  Mercedes'  mod- 
estly restyled,  top-of-the-line  S-Class 
cars.  Coming  this  fall:  BMW's  new  top- 
end  7  Series. 

Aggressive  pricing  isn't  hurting  the 
Europeans,  either.  Al- 
though European  cur- 
rencies are  relatively 
strong  against  the  dol- 
lar, the  superstrong  yen 
puts  Japanese  carmak- 
ers at  a  disadvantage. 
"All  of  the  Japanese 
cars  are  struggling  be- 
cause of  the  yen,"  notes 
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where  Europeans  hold  about  a  quarter 
of  the  U.S.  market,  the  Old  World  is 
more  than  holding  its  own.  BMW's  sales 
are  now  neck  and  neck  with  those  of 
Toyota  Motor  Corp.'s  Lexus— for  the 
first  time  since  1990. 

One  reason  the  Europeans  are  doing 
so  well:  a  plethora  of  new  models.  Mer- 
cedes-Benz, with  spanking-new  C-Class 
models  to  sell,  is  up  29.6%  in  1994's  first 
four  months.  And  hot  sales  of  Volvo's 
new  850  have  helped  the  Swedish  car- 
maker snare  7.8%  of  the  luxury-car  mar- 
ket, according  to  Little  Falls  (N.J.)  con- 
sultants Jacobs  &  Associates— up  a  point 
from  the  same  period  last  year  and  top 


Ronald  D.  Ertley,  whose  Pennsylvania 
dealerships  sell  Mercedes,  Volvos,  Lexus- 
es,  and  Acuras.  Indeed,  a  favorable  ex- 
change rate  helped  Sweden's  Saab  shave 
3.2%  off  the  price  of  its  new  900S  con- 
vertible and  Volvo  price  the  most  popu- 
lar version  of  its  850  at  a  competitive 
$28,010.  Moreover',  European  carmakers, 
including  Mercedes,  say  they  have  cut 
back  on  cut-rate  lease  deals. 
STAYING  power?  Thanks  to  cost-cutting, 
even  Mercedes  is  getting  into  so-called 
value  pricing.  It  set  stickers  on  the  C- 
Class  in  the  $30,000  to  $40,000  range. 
And  the  S-Class  models  came  out  in  late 
May  at  $(5,000  to  $8,000  off  the  price  of 


the  cars  they  are  replacing.  Not  t 
the  cars  are  cheap,  mind  you:  A  6-cy 
der  S320  sedan  starts  at  $65,800. 
company  officials  say  they  achieved 
ductions  mainly  because  of  a  cost-< 
ting  drive  started  in  1991  that  sa> 
the  company  $2.3  billion  last  year  ale 
From  now  on,  says  Michael  Basserm 
head  of  Mercedes'  North  American  o\ 
ation,  "we'll  watch  our  costs.  With 
competition  out  there,  we  have  to." 

Will  Europe's  turnaround  have  st 
ing  power?  Even  Basserman  admits 
Mercedes'  torrid  pace  may  not  last, 
the  full  model  year,  he  expects  M 
cedes'  unit  sales  to  hit  about  70,00( 
13%  increase  over  last  year.  One 
son  growth  may  sl< 
Japan  has  new  c 
coming  this  fall,  sue! 
a  redesigned  Lexus 
10!)  and  the  new  Ac 
Vigor. 

Another  nagg 
doubt  is  the  relativ 
sloppy  quality  of  El 
pean  cars.  Volkswag 
for  example,  is  str 
gling  to  shed  its  im; 
for  shoddiness.  L 
year,  when  it  had  qi 
ity  snafus  at  its  Mt 
can  facility,  it  held 
products  back  from 
U.  S.  until  the  problems  were  fix 
That  kept  sales  weak  in  1993  but 
paying  off  in  booming  sales  of  the  J< 
and  other  models  now.  As  for  Merce 
and  BMW,  the  quality  of  their  can 
good— but  it  has  not  quite  kept  up  vs 
the  Japanese.  In  the  latest  J.  D.  Po\ 
&  Associates  Inc.  survey  of  proble 
during  the  first  90  days  of  ownersl 
Lexus,  Toyota,  and  Infiniti  top  the 
of  companies  whose  cars  have  the  f< 
est  glitches— while  Mercedes  rai 
No.  8.  BMW,  at  No.  16,  is  slightly  un 
the  industry  average. 

Still,  the  recent  American  renaissa 
is  important  to  Continental  carmaki 
"The  U.  S.  market  is  the  yardstick 
company's  capability  as  a  world  car  [ 
ducer,"  says  Karl  E.  Ludvigsen,  ch; 
man  of  Ludvigsen  Associates,  a  Lon< 
auto  consultant.  That's  one  reason  B 
and  Mercedes  are  each  now  build 
their  first  U.  S.  carmaking  facilities.  ' 
aim:  to  break  Europe's  American  j  1 
and  return  to  the  glory  years  of 
mid-1980s— when  the  Euros  sold  ab 
750,000  cars  in  the  U.  S.,  twice  w 
they'll  sell  this  year  if  they  keep 
their  current  pace.  An  admirable  gi 
but  they  have  a  long  road  to  travel 


reach  it. 

By  John  Templeman  in 
David  Woodruff  in  Detroit 
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What  you  really  want  is  the  goose 


I  Once  upon  a  time,  you  could  set  a 
j  II  defined  goal,  direct  the  organi- 
.  :ion  towards  it  and  if  all  went  well, 
p  p!,out  came  the  desired  result. 
I  But  in  this  unpredictable  era,  what 
Ipu  need  to  adjust  the  goal?  What 
i-  ou  need  two  eggs?  Or  a  dozen? 
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Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


IT  TAKES 
A  LOT  OF  DRIVE  TO  SET 
NEW  STANDARDS  FOR 
INNOVATION 


The  programs 
personal  computer  runs  —  and 
files  it  generates  —  are  gluttons 
storage  space.  qO  So  we  created  a  new  standard  in 
data  storage:  3-1/2  inch  magneto-optical  disk  drives  with 
30MB  capacity  that  store  as  much  as  160  conventional  floppy 
:s.  q0  It's  not  the  first  time  we've  established  a  world  standard  in 
v  technology.  And,  with  our  $3  billion  annual  investment  in  R&D, 
we  don't  expect  it  to  be  the  last.  q0  We  helped 
establish  the  ATM  standard  for  multimedia  com- 
munications. For  America's  first  information  super- 
highway, we  delivered  all-bandwidth  ATM  switching 
systems  for  handling  voice,  data  and  video.  And 
\  ire  the  first  to  offer  a  comprehensive  set  of  ICs  for  ATM.  q0  Our 
Duter  breakthroughs  include  some  of  the  world's  fastest  and 
allest  —  from  supercomputers  to  pen-based,  hand-held  mobile 
omputers.  And  credit-card-sized  PCMCIA  devices  for 
memory  and  peripherals.  q0  Like  you,  we've  learned 
that  today's  creative  environment  offers  two 
choices:  lead  or  follow.  With  our  drive, 
we're   not  looking  back. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


INDUSTRIAL  POLICY  I 


TEACHING  OLD  CROPS 
NEW  TRICKS 


The  Agriculture  Dept.  is  funding  companies  to  find  nonfood  uses  for  plants 


You've  got  a  bold  plan  to  turn  old 
crops  into  new  products— say, 
transform  wheat  into  plastic  or 
lesquerella  seed  into  nylon.  At  a  stroke, 
you  could  cut  America's  dependence  on 
foreign  oil,  slash  government  subsidies 
for  surplus  crops,  and  save  the  family 
farm.  But  financing  is  scarcer  than  lips 
on  a  chicken,  since  most  investors  don't 
know  their  jojoba  from  their  elbow. 
"When  you  start  talking  agriculture, 
they  say,  'There's  the  door.  Don't  let  it 
hit  you  on  the  way  out,'"  laments  Agri- 
culture Dept.  (USDA)  agronomist  Rob- 
ert Armstrong. 

Enter  the  USDA  and  its  novel  pro- 
gram to  develop  nonfood,  nonfeed  uses 
for  farm  products.  Last  summer,  the 
usda's  Alternative  Agricultural  Research 
&  Commercialization  (AAR< ')  center  doled 


of  Seattle's  International  Lubricants, 
which  processes  rapeseed  and  other 
plants.  In  1993,  Uncle  Sam  paid  $4» ),()()() 
for  8%  of  the  company. 

To  the  USDA,  no  idea  is  too  offbeat. 
Consider  Phenix  Composites  Inc.  in  Man- 
kato,  Minn.  Back  in  1991,  an  enterprising 
11-year-old  set  out  to  make  a  useful  ma- 
terial from  newspapers.  She  shredded 
them  in  her  mother's  blender  (which 
didn't  survive  the  experiment),  added 
glue,  and  baked  the  slop  in  a  micro- 
wave. The  result  was  a  material  tough 
enough  to  withstand  seven  dishwasher 
cycles.  It  caught  the  eye  of  engineer 
Donald  E.  Anderson,  a  member  of  a  lo- 
cal group  that  had  been  searching  for  a 
"green"  product  to  commercialize. 

The  group  adopted  the  girl's  idea, 
substituting  soybean  flour  for  glue.  Out 


er,  a  polymer  scientist  at  the  Univ 
sity  of  Massachusetts  at  Amherst.  " 
could  have  scores  of  miniplants  that  t' 
wheat  straw  into  particleboard  or  & 
beans  into  diesel  fuel." 

For  companies  struggling  to  maj 
this  vision  a  reality,  the  program  is 
godsend.  Thomas  A.  Meyer,  presidi 
of  Aquinas  Technologies  Group  Inc. 
St.  Louis,  which  makes  windshield-w: 
er  fluid  out  of  ethanol  from  corn,  fi 
ures  he  wouldn't  have  been  able 
launch  the  product  without  $1()0,0| 
from  the  AARC  center.  Terry  Brix,  pr< 
ident  of  International  Polyol  Chemii 
Inc.  in  Redmond,  Wash.,  was  "in  a  s 
of  shock"  to  discover  that  the  progr; 
existed.  The  USDA  invested  $300,000 
his  company,  which  synthesizes  s' 
chemicals  as  ethylene  glycol  from  co: 
UNLOVED,  UNNOTICED.  Not  all  is  sunny 
Alternative  Ag-land.  Backers  of  the  pi 
gram  gripe  that  the  Clinton  Admin 
tration  virtually  ignores  nonfood  ag,  d 
ing  instead  on  high-tech  industries  su 
as  flat-panel  displays.  And  they're  rigi 
"I  haven't  paid  10  seconds  of  attention 
it,"  says  a  top  White  House  technolo, 
official. 

That  kind  of  attitude  frustrates  US 


LESQUERELLA: 
NOVEL  SOURCE 
OF  NYLON? 


UNCLE  SAM,  VENTURE  CAPITALIST 


A  sampling  of  the  Agriculture  Dept.  s  investments  in  small  businesses 

Product 

Company 

USDA  "investment" 

Windshield-washer  fluid  from 
corn-derived  ethanol 

Aquinas  Technologies  Group 
(St.  fouis) 

$100,000  loan 

Biodegradable  plastic  from 
wheat  gluten 

Midwest  Grain  Products 
(Atchison,  Kan.) 

$818,000  loan 

Oil  for  hydraulic  fluids  and 
cosmetics  from  rapeseed 

International  fubricants 
(Seattle) 

$480,000 
equity  investment 

Granite-like  composite  from  waste 
newspaper  and  soybean  flour 

Phenix  Composites 
(Mankato,  Minn.) 

$1,000,000  loan 

tow-grade  waste  wool  for 
sopping  up  oil  spills 

Hobbs  Bonded  Fibers 
(Mexia,  Tex.) 

$700,000  loan 

DATA.  AGRICULTURE  DEPT 


out  some  $9  million  among  23  compa- 
nies for  projects  ranging  from  stuffing 
pillows  with  milkweed  to  extracting  oils 
and  chemicals  from  crops  (table).  This 
year,  the  program  will  invest  an  addi- 
tional $9  million  in  20  companies,  includ- 
ing Agriboard  Industries  in  Fairfield, 
Iowa,  which  aims  to  prove  that  straw 
houses  can  stand  up  better  than  they 
do  in  fairy  tales. 

blender  wrecker.  This  is  no  ordinary 
government  handout.  The  AARC  center  is 
playing  venture  capitalist— buying  stock, 
seeking  royalties,  or  demanding  loan  re- 
payments from  profitable  companies. 
"Taxpayers  have  a  chance  to  regain  their 
capital,"  says  Frank  Erickson,  president 


came  a  material  that  feels  like  wood 
and  looks  like  granite.  But  plans  to  mar- 
ket it  for  furniture  and  floors  didn't  pan 
out  until  the  USDA  offered  a  $1  million 
loan  if  the  company  could  raise  the  same 
amount.  "The  stamp  of  approval  from  a 
prestigious  body  like  the  USDA  helped  us 
raise  $4.5  million,"  says  Vice-President 
Scott  Taylor.  On  May  16,  the  company 
began  full-scale  production. 

With  USDA-backed  products  just 
reaching  the  market,  it's  too  soon  to  as- 
sess the  AARC  center's  business  acumen. 
But  the  program's  crusaders  aren't  fo- 
cused only  on  the  bottom  line.  "My 
dream  is  the  rejuvenation  of  rural  Amer- 
ica," says  board  member  Roger  S.  Port- 


officials.  "If  we  had  decent  support— S 
million  to  $100  million  annually— \ 
could  make  a  dent  in  our  agricultur 
surplus  problem,"  says  AARC  center  I 
rector  Paid  F.  O'Connell.  "In  four  to  fi 
years,  once  royalties  and  repay  mer 
start  coming  in,  we  wouldn't  need  a 
more  money." 

Of  course,  that  assumes  America 
have  a  taste  for  farm  products  th 
don't  eat.  Will  consumers  read  news: 
pers  made  from  kenaf,  a  cotton-like  fit 
plant,  sit  on  furniture  made  from  nev 
papers,  and  live  in  houses  built  of  stra' 
For  now,  anyway,  flat-panel  displays  lo 
like  a  safer  investment. 

By  John  Carey  in  Washingt 
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JOE  CAMEL  GETS  TO 
STICK  AROUND 


Score  one  for  the  belea- 
guered tobacco  industry. 
In  a  nonpublic  vote  on  May 
31,  the  Federal  Trade  Com- 
mission opted  not  to  ban  R.J. 
Reynolds  Tobacco's  controver- 
sial Joe  Camel  ads.  Since 
1991,  health  groups  have 
sought  to  muzzle  the  sun- 
glasses-wearing spokescamel, 
whom  they  viewed  as  a  slick 
marketing  device  to  hook  mi- 
nors on  Camel  cigarettes. 
While  FTC  Chairman  Janet 
Steiger  and  Democratic  Com- 
missioner Dennis  Yao  voted 
for  a  ban,  the  other  three 
members  were  concerned 
about  crimping  RJR's  First 
Amendment  rights,  according 


CLOSING  BELL 


to  commission  insiders.  They 
also  worried  about  the  lack 
of  conclusive  evidence  against 
RJR.  A  company  spokesman, 
not  surprisingly,  says,  "We're 
obviously  pleased." 


A  NOSEDIVE  FOR 
HIGHFLIER  IDB 
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S&P'S  INDEX  OF  BUILDING  ' 
MATERIALS  STOCKS 
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■  s  there  a  time  bomb  hiding 
Bon  the  balance  sheet  of 
IDB  Communications  Group? 
That's  what  Wall  Street  was 
wondering  as  it  halved  the 
high-flying  satellite-communi- 
cations company's  market  val- 
ue on  June  1.  Shares  closed 
at  7K,  down  50%  from  the  day 
before,  one  day  after  IDB  an- 
nounced that  its  auditor,  De- 
loitte  &  Touche,  resigned  be- 
cause of  disagreements  over 
the  company's  first-quarter 
earnings.  In  April,  IDB  report- 
ed net  income  of  $8.8  million 
on  revenues  of  $108  million, 
up  08%.  "We're  confident  that 
the  numbers  as  reported  for 
the  first  quarter  will  stay  the 
same,"  says  IDB  President  Ed- 
ward Cheramy,  a  former  ac- 
countant and  partner  at  Price 
Waterhouse. 


JUNE  I  '93 


MAY  31,  '94 


HOUSING  STOCKS 
GET  SHELLACKED 

If  bond  traders  are  nervous 
about  higher  interest  rates,  invest- 
ors in  the  building-products  and 
homebuilding  industries  appear 
downright  panicky.  Since  early 
February,  for  example,  shares 
of  homebuilder  Centex  are  off 
48%,  while  insulation  maker 
Owens-Corning  Fiberglas  has 
plummeted  30%.  An  overreac- 
tion?  True,  new-home  sales  were 
off  by  6.8%  in  April.  But  most 
building-related  companies  are 
posting  solid  results,  and  housing 
starts  have  yet  to  show  any  real 
weakness.  Even  with  the  Fed's 
moves,  points  out  Merrill  fynch 
analyst  Jonathan  Goldfarb, 
mortgage  rates  remain  lower 
than  in  1985,  when  new  hous- 
ing was  a  good  bit  stronger. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


RIVERS  SHOULD  BE 
PRETTY,  TOO 


The  Supreme  Court  hand- 
ed environmentalists  a  big 
victory  on  May  31,  upholding 
a  broad  reading  of  the  Clean 
Water  Act.  Siding  with  the 
state  of  Washington  in  a  case 
brought  by  Tacoma  and  its 
local  utility  district,  the  justic- 
es decided  that  the  law 
allows  states  to  impose  safe- 
guards for  recreation,  aesthet- 
ic enjoyment,  and  other  uses 
of  waterways— in  addition  to 
regulating  pollution.  Environ- 
mentalists say  the  230  dams 
coming  up  for  federal  relic- 
ensing  may  be  subject  to 
more  conditions  in  the  wake 
of  the  decision.  And  the  Edi- 
son Electric  Institute  argues 
that  the  new  hurdles  may  re- 
duce hydroelectric  capacity, 
which  it  says  represents 
about  95%  of  the  nation's  re- 
newable energy  resources. 


HEADLINER 


CLEAR  THE  DEC 


■  t's  sail-trimming  time  for 
I  Digital  Equipment  CEO  Rob- 
ert Palmer.  The  troubled  com- 
puter maker  has  lost  $4  bil- 
lion since  1991,  and  its  debt 
ratings  are  under  review  by 
Standard  &  Poor's 
Now,  as  part  of 
yet  another  re- 
structuring to 
be  unveiled  by 
mid-July,  Palm- 
er must  divest 
some  major 
businesses.  For- 
mer executives 
say  suitors  are  eye 
ing  operations  that  ac 
count  for  about  $3  billion  in 
revenues— among  them  Digi- 
tal's management  consulting 
and  systems  integration,  disk 
storage,  and  software  units. 

To  accelerate  those  sales, 
Palmer  named  Controller  Vin- 
cent Mullarkey  Jr.  as  his  new 


chief  financial  officer,  re 
ing  William  Steul,  who 
signed  on  May  26.  Insk 
say  Steul  had  argued  fx 
more  deliberate  approacl 
asset  sales.  Not  Mullarl  i 
"We  have  signifk 
opportunity  to  i 
cash  in  the  as 
of  the  comp 
he  says.  As 
troller,  the 
key,  46-yeai 
executive 
the  brakes 
company-p 
travel.  Now 
pledges  to  slash  rec 
ables  by  a  quarter.  Good  i< 
Analysts  expect  DEC  will  1 
to  take  $1  billion  in  new 
structuring  charges  this  q 
ter— enough  to  exhaust 
current   $930  million 
cushion. 

By  Gary  McWilli 
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CAN  CLINTON  CALL  IN 
BEIJING'S  NOTES? 


Administration  officials  ex- 
pect a  prompt  foreign 
policy  payback  from  China  for 
President  Clinton's  renewal 
of  most-favored-nation  ( M  FN ) 
trade  status  for  the  Middle 
Kingdom.  China  has  long  op- 
posed the  idea  of  U.  N.  Secur- 
ity Council  sanctions  on  North 
Korea  for  barring  internation- 
al inspection  of  its  nuclear  fa- 
cilities. But  now,  after  Clin- 
ton's U-turn  on  MFN,  China 
isn't  likely  to  block  sanctions 
if  the  U.  S.  presses  for  them. 
"We've  done  everything  we 
can  to  pave  the  way  for  at 
least  an  abstention"  by  China 
on  a  sanctions  vote,  a  senior 
Administration  official  says. 


BANKING  REFORM 
GETS  PUSHED  BACK 


■  nterstate  banking  legisla- 
Btion  has  stalled  out.  Backers 
of  the  bill,  which  would  allow 


banks  to  operate  across  s 
lines  without  setting  up  se 
ate  holding  companies, 
claimed  it  would  be  a  d 
deal  by  Memorial  Day. 
there  have  yet  to  be 
meetings  between  House 
Senate  staffers  to  iron  out 
ferences  in  their  version; 
the  bill.  Hill  sources  say 
loss  of  momentum  is 
largely  to  Senate  Banl* 
Chairman  Donald  Riegle's 
Mich.)  determination  to  p1 
through  pending  commun 
development  legislation  be 
he  turns  to  the  interstate 


ET  CETERA... 


►  Big  Kmart  investors 
they  would  oppose  a  plar 
spin  off  specialty  units. 

►  Fleming  paid  $1.1  billion 
Scrivner,  creating  the  big£ 
U.  S.  food  distributor. 

►  Yabba-dabba-doo!  The  R 
stones  grossed  $.'57.5  millioi 
its  first  weekend  in  cinem 

►  Sega,  with  IBM  and  Bl< 
buster,  will  test  electronic 
livery  of  video  games. 


12  P 


bfh 


urn 


50  BUSINESS  WEEK/JUNE  13,  1994 


EDITED  BY  OWEN  ULLMANN 


MY  CLINTON  CAN'T  KEEP 
IS  EYES  OFF  CALIFORNIA 


■he  Republican  incumbent,  a  Yale-educatecl  centrist  who 
|  plays  the  role  of  right-winger,  seems  tired  and  out  of 
I  touch.  To  deflect  attention  from  a  sick  economy,  he 
its  his  Democratic  opponent  for  coddling  criminals  and 
ring  out  of  the  mainstream  on  social  issues.  Undeterred,  his 
iny  foe  chants  the  anthem  of  "change,"  touts  a  detailed 
lomic-recovery  plan,  and  tours  the  hustings  by  bus. 
i  flashback  to  the  1992  contest  between  George  Bush  and 
Clinton?  No,  California,  1994.  In  a  race  as  noteworthy  for 
rational  implications  as  its  lack  of  originality, 

Governor  Pete  Wilson,  60,  is  battling  State 
asurer  Kathleen  Brown,  48,  heiress  to  a 
nocratie  political  dynasty.  So  far,  youth  and 
•isma  are  beating  GOP  attempts  to  resurrect 
ghost  of  Willie  Horton.  Brown  holds  a  10- 
I  lead  in  the  polls.  Assuming  each  combatant 
Is  off  primary  foes  on  June  7,  the  stage  will 
set  for  the  year's  pivotal  political  duel. 
•E  stakes.  Both  political  parties  have  much  at 
;e  in  the  great  California  shoot-out.  Demo- 
s,  who  have  lost  every  major  congressional 
tion  since  President  Clinton  took  office,  des- 
itely  need  a  win  to  counter  the  impression 

Clinton  is  a  drag  on  the  ticket, 
iter  12  Presidential  visits,  creation  of  a  spe- 

White  House  office  catering  to  California, 
|  the  infusion  of  $10  billion  of  disaster  aid  into  the  Not-So- 
len  State,  a  Brown  loss  would  be  a  personal  rebuff  to  Clin- 

And  California's  54  electoral  votes  loom  large  in  the 
sident's  own  reelection  strategy.  Without  a  Democrat  in 
■amento  to  organize  get-out-the-vote  drives,  the  state 
d  slip  away  in  '96.  Indeed,  the  popularity  Clinton  enjoyed 

years  ago  has  faded.  Only  38%  of  state  voters  now  ap- 
ke  of  his  job  performance. 

epublicans  see  other  portents.  A  Wilson  victory  would 
I  sform  the  battered  pol  into  this  year's  "Comeback  Kid." 
e  California  has  moved  its  June  Presidential  primary  up  to 


WILSON  TRAILS  BY  lO 
POINTS  IN  THE  POLLS 


March,  the  acclaim  and  fund-raising  base  could  make  Wilson 
an  instant  '96  contender. 

In  the  short  run,  the  GOP  views  California  as  a  giant  missile 
range  for  testing  explosive  midterm  election  themes.  With  the 
national  economy  a  non-issue,  Republican  candidates  are  assail- 
ing Democratic  permissiveness  on  crime  and  immigration. 
California's  defense-dependent  economy  remains  in  the  tank. 
But  thanks  to  Wilson's  social-issues  blitz— his  ads  pound  Brown 
for  opposing  the  death  penalty  and  letting  illegal  aliens  bank- 
rupt the  state— political  pros  expect  a  close  race. 

Wilson  boasts  of  leading  the  push  for  a  "three 
strikes  and  you're  out"  sentencing  law.  He  is 
also  battling  the  feds  for  $3.1  billion  in  expenses 
stemming  from  lax  border-control  policies  and 
backing  a  ballot  proposal  that  would  bar  children 
of  illegal  immigrants  from  state  schools  and  clin- 
ics. "I'm  dealing  with  real  issues  that  are  under- 
standably stirring  voters'  emotions  because 
they're  outraged,"  Wilson  says.  Replies  Brown: 
"I'm  running  a  campaign  of  change  and  hope. 
He's  running  a  mean-spirited  campaign  of  dark- 
ness. The  question  I  ask  voters  is,  'Do  you  feel 
safer  than  you  did  four  years  ago?' " 

Brown's  anticrime  plank  includes  mandatory 
sentencing  laws  and  boot  camps  for  first  offend- 
ers, and  she  vows  to  crack  down  on  the  hiring 
of  illegals.  She's  also  promoting  a  modest  economic  blueprint 
(regulatory  reform,  no  new  taxes)  in  hopes  of  drawing  busi- 
ness support.  But  it  will  take  more  than  that  to  beat  Wilson. 
Says  one  aide:  "If  the  election  is  about  crime,  we  lose.  We 
have  to  focus  on  Wilson's  miserable  economic  performance." 

Can  Brown  make  the  Clinton  script  work  again  in  a  far  dif- 
ferent, far  surlier  California?  National  Democrats  in  need  of  a 
lift  sure  hope  so.  And  no  one's  hoping  more  than  Bill  Clinton, 
whose  political  fortunes  are  tied  closely  to  a  revival  of  the  Cal- 
ifornia Dream. 

By  Lee  Wctlczak  in  Sacramento 
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URINATIONS 


)  epublicans  hope  to  stir  up  new 
^trouble  for  Lauri  Fitz-Pegado, 
ninee  to  head  the  U.  S.  Foreign  & 
mmercial  Service.  Fitz-Pegado  is  a 
;nd  and  business  associate  of  Com- 
rce  Secretary  Ronald  H.  Brown. 
3  former  Hill  &  Knowlton  Inc.  ex- 
tive's  nomination  has  languished  for 
nths  because  she  once  lobbied  for 

I  tators  in  Haiti  and  Angola  and  was 
used  by  opponents  of  misleading 
igress  before  the  gulf  war,  when 

I I  orchestrated  uncorroborated  tes- 
ony  about  alleged  Iraqi  atrocities. 
z-Pegado  insists  she  misled  no  one. 
iow,  Senator  Lauch  Faircloth  (R- 


N.  C.)  is  poking  into  the  departure  of 
Fitz-Pegado's  husband,  Fernando  Pe- 
gado,  from  Angola's  state  oil  company, 
Sonangol,  during  a  1987  scandal  involv- 
ing up  to  $60  million  in  allegedly  mis- 
spent funds.  Pegado  was  director  of 
the  company's  London  office.  While  he 
was  named  in  a  lawsuit  brought  by 
Sonangol,  the  complaint  was  later 
abandoned  and  he  was  not  a  party  to 
the  final  settlement.  The  court  action 
also  bars  future  claims  against  him.  In 
1988  he  married  Lauri  Fitz  and  moved 
to  the  U.  S.  He  currently  is  an  energy 
consultant.  Some  Senate  Democrats 
have  urged  withdrawal  of  the  nomina- 
tion, but  Brown  is  insistent.  He  hopes 
for  a  Senate  vote  in  June. 


REGULATIONS 


Shippers  say  the  U.  S.  Coast  Guard 
will  force  them  to  end  shipments  of 
imported  oil  to  the  U.  S.  if  the  Admin- 
istration enforces  a  law  boosting  vessel 
owners'  liabilities  for  oil  spills  and  re- 
quiring shippers  to  carry  insurance 
cards  to  prove  they  have  coverage. 
The  Office  of  Management  &  Budget  is 
expected  soon  to  let  the  Coast  Guard 
issue  the  regs  under  the  Oil  Pollution 
Act  of  1990,  passed  after  the  Exxon 
Valdez  spill.  But  to  kill— or  soften— the 
rules,  shippers  say  they  won't  provide 
the  data  needed  to  complete  the  per- 
mits. The  Coast  Guard  would  ban  un- 
documented tankers  from  U.  S.  waters. 
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CHINA  I 


CHINA'S  GATES 
SWING  OPEN 

U.S.  COMPANIES  MAY  WELL  BECOME  KEY  PARTNERS 


o  sooner  did  President  Clinton 
announce  renewal  of  China's 
most-favored-nation  (MF.N)  trade 
status  on  May  26  than  a  team  of  five 
Chinese  auto  experts  flew  off  to  Detroit. 
Their  mission:  to  review  Chrysler 
Corp.'s  plants  before  deciding  whether  to 
select  Chrysler  or  Mercedes-Benz  to 
build  and  run  a  $1.2  billion  minivan  plant 
in  Guangdong  province.  The  MFN  news 
certainly  didn't  hurt  Chrysler's  chanc- 
es. "We  hope  Chrysler  will  win  the  bid- 
ding." says  a  knowledgeable  Guangdong 
business  executive. 

A  breakthrough  for  Chrysler  would 
be  another  sign  of  a  new  era  in  U.  S.- 
China business  relations.  Clinton's  deci- 
sion to  decouple  China's  trade  status 
from  its  human  rights  record  is  likely  to 
give  U.  S.  companies  a  shot  at  becoming 
major  players  in  key  Chinese  industries 
from  aerospace  to  computers  to  tele- 
communications. And  as  American  gi- 
ants win  deals  that  will  help  reshape 
the  Chinese  economy,  hundreds  of  small- 
er companies  will  ride  their  coattails  (ta- 
ble). As  a  result  of  the  new  economic  en- 
tente, European  and  Japanese  companies 
are  likely  to  feel  intensified  competition 
from  U.  S.  companies. 

A  boomlet  of  deals  emerged  even  be- 
fore Clinton's  announcement,  as  it  be- 
came apparent  that  the  President  would 
eliminate  the  biggest  source  of  animosity 
between  Washington  and  Beijing.  Cater- 
pillar Inc.  recently  unveiled  a  joint  ven- 


ture to  build  hydraulic  excavators  in  Chi- 
na, where  Caterpillar  expects  the  market 
to  be  worth  $2  billion  by  the  year  2000. 
On  Ma\  20.  reports  surfaced  that  Boeing 
Co.  would  win  a  $5  billion  order  from 
Chinese  airlines.  A  Boeing  spokesman 
says  discussions  are  under  way. 

Then,  on  June  1,  Apple  Computer  Inc. 
announced  plans  to  begin  production  of 
components  in  China,  part  of  an  effort  to 
grab  20%  of  the  Chinese  PC  market.  Ap- 
ple is  trying  to  catch  up  with  IBM,  which 
last  month  signed  a  memorandum  of 
understanding  with  China  to  design  and 
install  information-technology  networks. 
high-tech  SURGE.  U.  S.  officials  insist 
the  President's  M FX  decision  was  not 
driven  by  the  prospect  that  China  would 
cut  sweet  deals  with  Corporate  America. 
And,  indeed,  some  deals  the  Chinese 
have  proffered  could  fall  through  now 
that  MFN"  is  in  the  bag.  But  with  bilater- 
al relations  on  a  firmer  footing,  the  Clin- 
tonites  believe  the  Chinese  will  start 
paying  much  closer  attention  to  U.  S. 
companies.  "Other  things  being  equal, 
they  might  tip  some  business  our  way," 
says  one  senior  Administration  official. 
To  help  make  sure  they  do.  Commerce 
Secretary  Ronald  H.  Brown  will  lead  a 
delegation  of  American  chief  executives 
to  China  in  August. 

Critical  as  it  is,  the  lifting  of  the  MFN 
cloud  isn't  the  only  reason  that  China 
watchers  expect  a  burst  of  commercial 
transactions  over  the  next  few  years. 


s 


CELLULAR 
SENSATION: 


TELECOM  DEALS 
ARE  NOW  MORE 
LIKELY  TO  GO  TO 
U.S.  COMPANIES 
OVER  EUROPEAN 
RIVALS 


The  Clinton  Administration  has  pi 
tioned  the  U.  S.  for  an  export  surge 
ending  curbs  on  high-technology  sal' 
China.  As  a  result,  U.  S.  capital-go 
exports  to  China,  now  worth  about 
billion,  are  likely  to  increase  by  ml 
than  100%  within  five  years,  says  Nil 
olas  R.  Lardy,  a  China  expert  at  n 
University  of  Washington. 

Such  predictions  would  have  b^| 
moot  had  Clinton  placed  stiff  sancti 
on  China.  U.  S.  bidders  on  projects 
quiring  Beijing's  approval  would  t 
have  been  targets  of  retaliation.  D< 
sions  on  some  of  those  transactions 
been  on  hold.  Now,  says  Philip  Carl 
chael,  president  of  the  American  Ch 


CORPORATE 
AMERICA'S 
CHINA  BONANZA 

The  end  of  the  link  between 
human  rights  and  China's 
most-favored-nation  trade 
status  will  help  U.S.  companies 
move  into  the  driver's  seat  in 
many  key  industries. 


TELECOM 


rapidly  expand- 
ing its  semiconductor  and 
pager  operations  in  China. 
AT&T  is  negotiating  a  deal  to 
begin  the  massive  job  of 
rewiring  China's  obsolete 
telecom  network. 


AUTOS 

The  MFN 
announcement 

removes  the  chief  obstacle 

to  Chrysler  winning  a 

coveted  $1.2  billion  minivan 

production  deal,  the  first  of 

its  kind  in  China. 


C-OMPUir 

IBM  is  poitc 
design  an  I 
technology  networks  trH 
out  the  country.  Apple  \ 
begin  manufacturing  in  I 
with  hopes  of  winning i 
the  PC  market. 
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of  Commerce  in  Beijing,  "there  will 
n  upward  swing." 

)r  the  vast  majority  of  U.  S.  compa- 

delinking  MFN  from  human  rights 
ly  levels  the  playing  field,  at&t  is  a 
e  example.  In  the  next  six  years, 
a  plans  to  spend  $41.4  billion  on 
ommunications,  and  AT&T  is  com- 
ig  fiercely  with  European  and  Japa- 

giants  for  several  contracts  worth 
nillion  to  $100  million  from  individu- 
•ovinces  and  local  authorities.  Since 
year,  AT&T  has  secured  more  than 

million  in  contracts.  Rivals,  howev- 
lid  not  lose  a  chance  to  play  the 

card  against  AT&T.  "By  removing 
mcertainty,  it  strengthens  our  posi- 


tion," says  William  J.  Warwick,  CEO  of 
AT&T  China. 

Now,  other  foreign  investors  in  China 
may  also  be  encouraged  to  buy  more 
American  goods.  Some  Hong  Kong  prop- 
erty developers  involved  in  major  con- 
struction projects  in  China  had  been  re- 
luctant to  buy  products  such  as 
Caterpillar  earthmovers  for  fear  of  Chi- 
nese retaliation  if  MFN  were  revoked. 
"There  was  a  subtle  resistance  to  having 
a  long-term  supplier  relationship  with 
the  U.  S.  firms,"  says  one  U.  S.  official  in 
Hong  Kong.  "That's  going  to  disappear." 

A  surge  in  U.  S.  investment  in  China 
is  also  likely.  Last  year,  U.  S.  compa- 
nies signed  investment  contracts  worth 


$6.8  billion,  more  than  in  the  previous  13 
years  combined.  But  investment  stowed 
as  the  MFN  decision  neared.  U.  S.  corpo- 
rations can  now  plunge  ahead  without 
worrying  about  a  trade  war.  In  late 
May,  glass-fiber  maker  Owens-Corning 
Fiberglas  Corp.  announced  plans  to 
spend  $150  million  on  10  plants  in  China. 
On  May  28,  Kentucky  Fried  Chicken 
opened  a  fast-food  restaurant  in  Shang- 
hai, its  28th  in  China,  and  said  it  would 
pour  $200  million  into  200  outlets  by 
1998. 

MIXED  REVIEWS.  Clinton's  M FN  decision  is 
equally  good  news  for  dozens  of  small 
and  midsize  companies  that  ride  the 
coattails  of  American  multinationals.  For 
example,  Oak  Tree  Packaging  Corp.,  a 
$42  million  company  in  Montvale,  N.  J., 
plans  three  factories  in  China  to  make 
packaging  for  Nike  shoes,  Gillette  razor 
blades,  and  Bristol-Myers  Squibb  aspirin. 
"The  more  that  multinationals  move  in," 
says  Robert  J.  Chandler,  Oak  Tree  pres- 
ident and  CEO,  "the  more  need  there 
will  be  for  support  functions  that  are 
not  there  now."  Platinum  Technology 
Inc.,  a  $62  million  Oak  Brook  (111.)  soft- 
ware company,  has  now  moved  China 
to  the  top  of  its  priority  list.  "With  the 
prospect  that  more  large  U.  S.  companies 
will  enter  China,  the  market  will  open 
more  rapidly  for  us,"  says  Michael  Cul- 
linane,  executive  vice-president. 

As  relieved  as  U.  S.  executives  are 
about  Clinton's  China-policy  U-turn,  the 
President's  decision  is  playing  to  mixed 
reviews  abroad.  Asian  governments, 
which  take  a  dim  view  of  linking  hu- 
man rights  and  trade,  are  pleased.  But 
some  European  aircraft  executives  wor- 
ry that  a  grateful  China  may  reward 
Clinton  by  doling  out  orders  to  Boeing 
and  McDonnell  Douglas  Corp.  And  given 
China's  $23  billion  trade  surplus  with 
the  U.  S.,  "we  expect  to  see  the  Ameri- 
can manufacturers  apply  pressure,"  says 
one  European  aircraft  source.  After 
years  of  battles  over  MFN,  Americans 
may  finally  have  the  edge  in  the  world's 
biggest  market. 

By  Amy  Borrus  in  Washington  and 
Joyce  Barnathan  in  Hong  Kong,  with 
Bruce  Einkorn  in  New  York  and  Stewart 
Toy  in  Paris 


~  AEROSPACE 

i 

'   Boeing  and 
*  McDonnell 
itand  to  gain 
il  billions  of  dollars 
>rders  from  Chinese 
Aany  would  have 
lirbus  had  MFN  not 
swed. 


SMALLER 
COMPANIES 

The  success  of 
American  multi- 
nationals in  China  is  likely  to 
create  a  coattail  effect  for  many 
smaller  companies  that  had 
been  wary  about  the  risky 
Chinese  market. 
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RUSSIA 


USING  THE 
SOFT  SELL  AT 
THE  VLADIMIR 
ARMS  SHOW 


'LISTEN— TAKE  20  MiGs  AND  I'LL 
THROW  IN  SOME  AKs' 


With  business  slumping,  Russian  arms  dealers  are  prowling  the  globe 


I  t  seemed  like  a  Hollywood  farce 
I  about  the  arms  business.  First,  a 
I  leggy  brunette  modeled  an  assort- 
ment of  machine  guns.  Then,  muscular 
special-forces  troops  in  battle  dress  ran 
about  the  exhibit  hall  firing  pistols  load- 
ed with  blanks.  Later,  buses  took  guests 
to  a  nearby  army  combat  range  where 
they  got  to  fire  machine  pistols  with  si- 
lencers, Dragunov  sniper  rifles,  and  oth- 
er high-tech  weaponry. 

The  Russian  defense  Establishment 
can  be  forgiven  if  the  five-day  show  at 
Vladimir,  250  km  east  of  Moscow, 
seemed  a  little  over  the  top.  The  late- 
May  affair  was  one  of  the  first  arms  ba- 
zaars on  Russian  soil,  and  it  indicates 
just  how  desperate  the  Russians  are  to 
boost  sales.  Not  long  ago,  they  were 
the  world's  largest  weapons  exporters. 
But  now,  with  the  cold  war  over,  busi- 
ness is  slumping  badly  (chart).  Unless 
orders  perk  up,  the  industry  faces  big 
layoffs  and  the  loss  of  its  technological 
edge. 

STINGER  MISSILES.  So  Russia's  arms  deal- 
ers are  on  the  march.  They're  looking 
for  hard-currency  sales  in  new  markets, 
from  Southeast  Asia  to  Latin  America. 
In  a  break  from  the  past,  they  are  offer- 
ing some  of  their  most  modern  weapons 
systems,  including  MiG-29  and  Sukhoi-27 
fighters,  Kaman-50  attack  helicopters, 
and  the  shoulder-launched  Igla,  Russia's 
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answer  to  the  U.  S.-made  Stinger  antiair- 
craft missile. 

The  sales  effort  is  led  by  Rosvoor- 
zhennie,  the  state-owned  arms-export 
company,  though  Russia's  arms  makers 
are  free  to  market  their  wares  indepen- 
dently. They  still  need  government  ap- 
proval on  sales,  however. 

As  part  of  the  sales  blitz,  the  industry 
has  launched  a  slick  new  magazine,  Mil- 
itary Parade.  One  recent  article  featured 
a  machine  gun  that  shoots  underwater. 
The  idea  for  the  magazine  came  from  a 
U.S.  citizen,  Victor  Bondarenko,  who 
emigrated  from  Russia  in  1978  and  re- 


turned  in  the  late  1980s  to  sell  stretc 
mousines.  Bondarenko  says  push 
weapons  sales  is  a  natural  moneyma 
since  up  to  80%  of  the  economy  is 
tary-related. 

Still,  Russia's  death  merchants  h 
to  overcome  some  big  problems, 
most  troubling  is  the  dismal  showinj 
Soviet-made  arms  in  the  hands  of  J 
dam  Hussein's  troops  during  the 
sian  Gulf  war.  Potential  clients  also  \ 
ry  that  if  they  buy  a  weapon  now, 
Russian  maker  won't  be  around  to 
vide  support  and  ammunition  la 
"Without  logistics  and  backups,  no  wi  -" 
ons  system  is  of  any  use,"  says  Chri 
pher  F.  Foss,  military  technology 
tor  of  Jane's  Defense  Weekly  in  Lone  :Fi  u 

Another  problem  is  that  many  of  I 
sia's  traditional  clients— such  as  Ang 
Cuba,  and  Syria— are  now  deadbeatf 
broke.  Altogether,  unpaid  weapons 
are  an  important  part  of  the  $120  bil 
that  other  countries  owe  Russia,  acci 
ing  to  Keith  Bush,  director  of  Radio 
erty  Research  in  Munich.  By  contr 
Russia  owes  Western  bankers  $85 
lion.  Other  longtime  clients,  incluc  Pfli 
Iraq  and  Libya,  are  off-limits  beca  i  lo 
of  U.  N.  embargoes. 
BLACK  MARKET.  The  Russians  are  ha\  « 
some  success  elsewhere.  They  have  i  i  1 
scores  of  Sukhoi-27  fighters  to  Ch 
and  they  may  let  Beijing  produce  tl  ■  helpei 
under  license.  Iran  has  also  been  a  KtfiB, 
customer  for  fighters,  tanks,  and  ot  iconvin 
weapons.  Malaysia  plans  to  buy  M  (rs< 
29s.  Abu  Dhabi  has  bought  BMT-3  in  4 
try  combat  vehicles,  and  Kuwait  is  (  she  vote 
sidering  the  Smerch  multiple-lau 
rocket  system. 

The  Russians  also  see  a  growing  n  tartel. 
ket  in  Latin  America.  Former  Chil  a 
dictator  and  now  defense  chief  Augi  th; 
Pinochet  will  soon  visit  Moscow  for  U  tor  coi 
on  arms  buys.  But,  says  Richard  feed,  onli 
Grimmett,  a  defense  specialist  with  1*=-^ 
Congressional  Research  Service,  "the 
are  very  few  clients  with  cash  that  w  ... 
Soviet  systems."  And  the  Russians  t_ 
I    hardly  in  a  position  to  offer  e; 
credit. 

A  lot  of  Russian  weapons  seta-. 
to  be  getting  out  despite  bans.  Fii 
sia  appears  to  be  a  main  supp  too 
to  the  Bosnian  Serbs,  for  instar  k- 
The  black-market  arms  business  p. 
thriving.  Gangsters  have  seized  li 
model  tanks,  and  the  Russian  n;  -. 
has  been  forced  to  place  mines  arm 
arms  depots  in  the  Far  East, 
none  of  this  is  of  much  help  to 
foundering  mainstream  weapons  in< 
try.  Unless  it  can  sign  up  some  m£  b 
new  clients,  much  of  the  industry 
wind  up  on  history's  ash  heap. 

By  Peter  Galuszka  in  Vladi 
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AN  HIGH-TECH  GIZMOS 

ELIVER  A  CLEAN  VOTE  IN  MEXICO? 


■Lkolitical  analyst  Adrian  Lajous  recalls  his  first  voting 
fP  experience  in  1940  with  a  mixture  of  amusement  and 
dismay:  "I  was  a  year  short  of  legal  age,  but  there 
I  no  official  voter  registration  list,  so  I  walked  around 
I  ico  City  and  voted  eight  times.  It  was  utter  chaos,  and 
ft  rally  the  official  party  won  through  outright  fraud." 
I  hat  was  then.  This  year's  Aug.  21  presidential  election  will 
I  astly  different— at  least  on  the  surface.  The  government  of 
1  iident  Carlos  Salinas  de  Gortari  is  spending  nearly  $1 
I  )n  on  high-tech  gizmos  that  promise  to  deliver  a  clean 
i|  .  Tamper-proof  photo-identification 
I  r-registration  cards  produced  by 

I  roid  de  Mexico  have  been  issued 
U  i  million  Mexicans  on  a  list  com- 

■  1  with  the  assistance  of  IBM  de 
k  ico. 

II  fficials  have  also  devised  a  quick- 
I  t  vote-tallying  system,  using  6,600 
El  Iheld,  point-of-sale  computer  ter- 
I  Us  to  send  preliminary  results 

■  the  country's  300  voting  districts 

■  lexico  City.  Thus,  they  hope  to 

■  la  repeat  of  the  1988  election, 

■  i  a  seat-of-the-pants  early  result 
H  ?m  helped  fuel  suspicion  of  fraud. 
H  -HEARTED.  This  is  all  part  of  a  huge,  hasty  effort  by  Sali- 

I  to  convince  his  North  American  Free  Trade  Agreement 
liners  and  an  electorate  made  even  more  skeptical  by  the 
H  5sination  of  presidential  candidate  Luis  Donaldo  Colosio 
H  the  vote  will  be  free  and  fair. 

I|  it  political  analysts  and  opposition  party  members  say  the 
N  rnment's  eleventh-hour  conversion  to  fair  elections  is 
m  learted.  "They  haven't  become  instant  converts  to  democ- 

■  "  says  Lorenzo  Meyer,  a  political  scientist  at  Colegio  de 

■  co.  They  just  want  to  avoid  a  fiasco  "that  could  unravel 

II  jtor  confidence." 

II  deed,  only  when  guerrilla  warfare  broke  out  in  Chiapas  in 


THE  PRESIDENTIAL  DEBATE  GAVE  THE  PAN  A  BOOST 


January  did  officials  realize  that  more  substantive  progress  to- 
ward democracy  had  to  be  made.  Recent  reforms,  approved  in 
May,  create  a  new  civilian-dominated,  supposedly  neutral 
body  governing  the  Federal  Electoral  Institute,  which  oversees 
elections.  New  rules  also  mete  out  jail  terms  for  funneling  gov- 
ernment funds  to  parties,  and  other  election  crimes. 

However,  it  will  be  tough  to  enforce  these  rules— especially 
in  backward  rural  areas,  where  local  political  chieftains  can  in- 
timidate voters.  Although  ballot  boxes  will  for  the  first  time 
have  small  screens,  voters  may  still  not  feel  their  choices 
are  private.  The  PRI  will  also  likely 
use  its  sizable  financial  resources  to 
dominate  the  media. 
surprises?  Still,  Mexicans  are  getting 
excited  as  they  realize  that  these  elec- 
tions could  be  the  most  open  ever 
held.  In  May,  the  presidential  candi- 
dates from  the  three  leading  parties 
participated  in  the  first  ever  debate, 
which  was  broadcast  on  TV  and  radio. 
The  surprise  "winner"  was  Diego  Fer- 
nandez de  Cevallos  of  the  National  Ac- 
tion Party  (pan),  whose  bold  debating 
style  catapulted  him  from  third  place 
to  a  leading  position  in  some  polls. 


The  "loser"  was  left-leaning  Cuauhtemoc  Cardenas  of  the  PRD, 
who  came  close  to  winning  the  1988  election  against  Salinas. 
While  the  PRI  candidate,  Ernesto  Zedillo  Ponce  de  Leon, 
didn't  "win"  the  debate,  he  did  gain  plaudits  for  suggesting  it. 

There  could  be  other  surprises  in  the  coming  months— 
perhaps  in  a  follow-up  debate.  For  the  first  time,  there  is  a 
possibility  the  PRI  could  lose  a  national  election.  That  chance, 
though,  is  slight.  The  party  is  very  powerful,  with  all  the  ad- 
vantages of  incumbency.  Unless  the  opposition  makes  huge 
strides,  the  PRI  is  likely  to  win  even  a  largely  clean  election, 
with  voters  choosing  a  familiar  face  over  the  unknown. 

By  Geri  Smith  in  Mexico  City 


C,  BALWRAPUPI 


H  VAFFLING  BELGIANS 


le  arrest  of  Didier  Pineau-Valen- 
:ienne,  chairman  of  France's  Groupe 
neider  in  Brussels  in  late  May,  sent 
zk  waves  through  the  Continent's 
rdrooms.  It  also  inflamed  Belgians' 
p-seated  Francophobia.  But  it  looks 
f  there's  more  to  the  French  execu- 
's  month-long  jail  stay  than  Belgian 
e.  On  the  same  day,  Italian  finan- 
Valentino  Foti  was  also  arrested  in 
ssels  on  similar  charges  of  fraud, 
;ery,  embezzlement,  and  violation  of 
j  iunting  rules. 

[  is  chairman  of  Schneider— a  $9.8  bil- 
supplier  of  electrical  equipment 
;  partly  owned  by  the  Belgian  Em- 


pain  family— Pineau-Valencienne  is  also 
accused  of  lowballing  the  value  of  mi- 
nority shares  in  two  Belgian  affiliates 
he  sought  to  make  wholly  owned  units 
in  a  1992  reorganization.  Pineau-Valen- 
cienne earned  the  nickname  "Dr.  Attila" 
in  the  1980s  for  his  ruthless  restruc- 
turing of  Schneider.  To  Belgians,  this 
sounds  like  another  replay  of  another 
French  invasion,  the  1992  buyout  of 
Belgium's  Wagon-Lits  by  Accor,  the 
French  travel  group,  which  was  or- 
dered by  a  Belgian  court  to  up  its  in- 
itial, inadequate  offer  to  minority  share- 
holders. Belgium's  hard-nosed  treatment 
of  a  blue-chip  executive  could  signal  a 
tough  new  stance  in  Europe  against 
questionable  financial  dealings. 


PRODI'S  PROBLEMS 


Romano  Prodi,  chairman  of  Italy's 
state-owned  iri,  offered  his  resigna- 
tion in  late  May  in  the  face  of  a  $6.4 
billion  loss,  much  larger  than  anticipated. 
The  company  continues  to  wallow  in 
debt,  as  high  as  $47  billion,  with  major 
losses  in  its  steel  and  construction  units. 

The  former  professor  has  also  clashed 
with  the  government  of  Silvio  Berlusco- 
ni. Presiding  over  the  privatization  of 
state-run  banks,  he  charged  that  the 
Milan-based  bank,  Mediobanca,  which 
took  control  of  two  of  the  largest  bank- 
ing groups  on  the  block,  had  gathered 
too  much  power.  Mediobanca  also  han- 
dles Berlusconi's  vast  business  dealings. 
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'e  're  helping  our 
clients  write  the  book  on 
customer  service. 

And  here's  the  last  word: 
customerize. 


1  From  banking  to  airlines,  from 
I  )ommunications  to  government, 
u  /s  has  built  a  reputation  for  helping 
n  clients  help  their  customers. 
I  So  it's  not  surprising  that  the  most 
i  ;rful  customer  service  concept  in 
1 ;  should  come  from  Unisys.  A  concept 
H  xiied  in  a  single,  thought-provoking 

I  1:  CUSTOMERIZE. 

I  A  customerized  organization  is 
imer-focused  at  every  level.  The  full 
bilities  of  its  information  strategy 
xtended  all  the  way  out  to  the  points 
stomer  contact,  where  customer  sat- 
ion  is  ultimately  decided.  The  bottom 
For  the  private  sector:  enhanced 
iue  generation  and  competitiveness, 
he  public  sector:  enhanced  delivery 

Jnisys  Corporation. 


of  government  services. 

Of  course,  every  line  of  business  has 
its  unique  requirements.  And  Unisys  is  a 
leader  at  applying  industry-by-industry 
expertise  to  real-world  customer  environ- 
ments. Our  pioneering  efforts  to  help 
customerize  business  and  government  are 
a  logical  extension  of  our  strengths- 
strengths  such  as  point-of-customer- 
contact  solutions;  a  proven  commitment  to 
open  systems  and  interoperability;  and 
above  all,  services  that  apply  technology 
not  for  its  own  sake  but  for  the  sake  of 
an  organization's  goals. 

UNISYS 

We  make  it  happen. 


Experienced  Unisys  consultants  can 
help  assess  the  flow  of  information 
between  you  and  your  customer.  And  our 
customerize  91  services  protect  your  existing 
investment  as  they  help  your  organization. 


cuS'tom-erizeX  kus'-ta-ma-rize'Xv/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi-  ' 
zation's  information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  16. 
Ask  for  a  complimentary  customerize 
Information  Kit.  We'll  help  you  begin  a  re- 
warding new  chapter  in  customer  service. 

customerize  is  a  service  mark  of  Unisys  Corporation 


ocial  Issues 


POLICY  I 


REFORMING 
WELFARE 

CAN  THE  SYSTEM  BE  SALVAGED? 


Tom  DeLay  and  Yasmeen  Nix- 
on don't  exactly  travel  in  the 
same  Washington  circles.  De- 
Lay,  47,  is  a  fire-breathing 
conservative  congressman 
from  Houston.  Yasmeen,  20, 
is  a  single  mother  in  her  junior  year  of 
high  school,  struggling  to  raise  her  two- 
year-old  daughter,  Rashima. 

But  on  this,  the  middle-aged  congress- 
man and  the  young 
welfare  mother  can 
agree:  The  system  that 
supplies  Yasmeen  with 
$330  a  month  in  cash 
and  $206  in  food 
stamps  is  a  mess.  In 
DeLay's  view,  welfare 
is  predicated  on  the 
"simple  condition  that 
recipients  promise  not 
to  work  and  not  to 
marry." 

Exactly,  says  Yas- 
meen. When  she  took 
a  government-subsi- 
dized, minimum-wage 
job  last  summer,  she 
nearly  went  under. 
Her  food-stamp  allot- 
ment was  cut  to  $143 
a  month,  $700  of  her 
wages  was  subtracted 
from  subsequent  cash 
stipends,  and  the  pay- 
ments were  delayed 
by  paperwork— all  be- 
cause she  began  work- 
ing. She  fell  behind  on 
the  rent,  and  had  her  telephone  and 
electricity  cut  off.  The  experience  con- 
vinced Yasmeen  that  the  odds  are 
against  her  getting  off  welfare,  even  in 
a  make-work  job.  "I'd  like  to  go  to 
work,  but  not  for  $330  a  month,"  she 
says. 

When  people  as  different  as  Yasmeen 
Nixon  and  Tom  DeLay  agree  that  wel- 
fare is  a  self-defeating  trap,  can  real 
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reform  be  far  behind?  In  Washington, 
the  consensus  that  the  59-year-old  sys- 
tem is  broken  runs  from  black  conserva- 
tives to  white  liberals,  from  Democrats 
to  Republicans.  Beyond,  states  are 
jumping  in.  From  Washington  to  Wis- 
consin, Maryland  to  Massachusetts, 
they're  experimenting  with  alternatives. 
"Distrust  and  anger  with  the  current 
system  unite  the  entire  country,"  says 
David  T.  Ellwood,  one 
of  the  Administra- 
tion's top  reform  ar- 
chitects at  the  Health 
&  Human  Services 
Dept. 

To  seize  the  oppor- 
tunity, President  Clin- 
ton is  sending  Con- 
gress a  sweeping 
reform  proposal  that 
is  intended  to  trans- 
form the  government's 
welfare  check-writing 
machine  into  a  job- 
training  and  work- 
placement  system.  At 
the  center  of  the  re- 
form  is  a  two-year 
time  limit  on  Aid  to 
Families  with  Depen- 
dent Children  (AFDC). 
Instead  of  languishing 
on  the  dole,  nearly  all 
welfare  recipients 
would  be  moved  from 
dependence  to  the 
workplace  within  two 
years.  "We  can't  have 
fewer  expectations  of  welfare  mothers 
than  women  in  the  workforce,"  says 
Health  &  Human  Services  Secretary 
Donna  E.  Shalala.  "Girls  shouldn't  think 
they  don't  need  to  get  up  and  go  to 
work  in  the  morning." 

But  Clinton  isn't  the  only  one  seeking 
to  leverage  the  suddenly  potent  issue. 
House  Republicans,  led  by  DeLay,  are 
pushing  their  own  bill.  Moderate  Demo- 


crats have  theirs.  The  Congressk 
Black  Caucus  is  readying  a  set  of  " 
negotiable  demands."  And  liberals 
warning  that  by  punishing  welf'ai'e  m 
ers,  Clinton  will  just  hurt  children— n 
are  two-thirds  of  the  recipients. 

The  two  competing  bills  alreadji 
Congress  share  specific  solutions, 
as  providing  job  training  and  child  ct 
The  Republicans,  though,  favor  a  re 
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INCHING  INTO  INDEPENDENCE 

Thanks  to  Denver's  training  and  child-care 
program,  welfare  mother  Cynthia  Hayes 
managed  to  find  a  $7-an-hour  job 


ive  approach  to  moving  mothers 
le  dole:  imposing  tougher  sanctions 
hose  who  refuse  education,  job 
ing,  or  job  placement.  But  the  big 
cal  clash  will  come  over  how  to  fi- 
3  reform.  "The  dirty  little  secret 
ilfare  reform  is  that  politicians  say 
can  save  money,  but  that's  balo- 
says  Larry  Jackson,  Virginia's 
nissioner  of  Social  Services. 


But  there  are  economic  incentives  for 
redesigning  welfare.  Too  often,  welfare 
wastes  tax  dollars  on  a  system  that  does 
little  more  than  maintain  families  at  sub- 
sistence levels.  The  cost  to  business  of 
such  wasted  potential  is  high,  resulting 
in  a  dearth  of  qualified  applicants  for 
even  low-skilled  jobs  such  as  running  a 
cash  register.  Many  employers  find  that 
they  must  train  entry-level  workers  be- 


fore acquiring  even  the  rudimentary 
skills  of  the  workplace.  This  is  one  area 
where  the  U.  S.  lags  behind  its  major 
trading  partners.  "The  bottom  half  of 
our  workforce  can't  compete  with  the 
bottom  half  of  theirs,"  laments  Massa- 
chusetts Institute  of  Technology  econo- 
mist Lester  C.  Thurow. 

Welfare  dependency  contributes  to 
crime  and  illegitimacy  as  well.  Welfare 
has  become  a  sinkhole  for  young  women, 
and,  for  men,  a  safety  net  that  cares 
for  the  babies  that  they  make  but  aban- 
don with  impunity.  A  shocking  number 
of  today's  inner-city  population  is  grow- 
ing up  without  fathers,  without  their  in- 
comes, and  without  the  stability  of  a 
two-parent  family.  Since  1960,  the  per- 
centage of  children  living  in  single-parent 
homes  has  soared  from  9%  to  27%. 
Meanwhile,  the  number  of  children  living 
in  poverty  has  nearly  doubled,  to  22%. 
Most  of  this  is  attributable  to  an  explo- 
sion of  out-of-wedlock  births. 
"DESTRUCTIVE  FORCE."  The  result  is  a 
downward  economic  spiral.  Today,  the 
chances  of  a  child  growing  up  to  be  de- 
pendent on  welfare  is  four  times  greater 
if  that  child  is  born  into  welfare.  "Wel- 
fare is  a  modern-day  form  of  what  I  call 
slavery,"  says  New  Jersey  lawmaker 
Wayne  R.  Bryant,  a  black  Democrat 
from  Camden  who  helped  write  that 
state's  tough  reform  law.  "It  is  a  de- 
structive force  for  low-income  families." 

Certainly,  recipients  aren't  getting 
rich  from  the  hodgepodge  of  programs 
that  make  up  welfare— afdc,  Medicaid, 
food  stamps,  free  school  meals,  hous- 
ing subsidies,  and  utility  assistance. 
Welfare  benefits  haven't  even  kept  up 
with  inflation  (chart).  And  in  no  state 
does  the  maximum  afdc  benefit  raise  a 
family  of  any  size  above  the  poverty 
line.  AFDC  spending  has  actually  de- 
clined from  1.5%  of  the  federal  budget 
in  1975  to  1%. 

Despite  ambitious  campaign  promises, 
the  current  welfare  system  would  not 
end  abruptly  under  the  Clinton  plan. 
Rather,  by  1996,  adult  recipients  under 
age  25  would  be  required  to  enroll  in 
training  and  take  a  job  within  two 
years.  If  jobs  for  the  young  mothers 
aren't  available,  public-sector  jobs  would 
be  created.  About  a  third  of  the  5  mil- 
lion adult  recipients,  those  with  disabil- 
ities or  disabled  children  or  children 
under  age  one,  would  be  exempted.  But 
this  would  not  be  workfare— recipients 
working  off  their  benefit  checks  in  me- 
nial or  demeaning  jobs.  "The  most  im- 
portant thing  we  can  do  is  make  real 
work  pay  better  than  welfare,"  says 
Bruce  N.  Reed,  who  heads  the  White 
House  welfare  task  force. 

To  do  that  will  require  lots  of  help  for 
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mothers.  The  current  propo- 
sals envision  varying  de- 
grees of  child-care  and  trans- 
portation aid.  All  would 
pressure  mothers  to  name 
the  fathers  at  birth,  and  all 
propose  mechanisms  to  en- 
force child  support.  The  pro- 
posals assume  universal 
health-care  reform  will  pass 
soon. 

The  bills  differ  in  the  pen- 
alties to  be  applied  to  moth- 
ers. Moderate  House  Demo- 
crats would  limit  former 
welfare  parents  to  three 
years  of  subsidized,  commu- 
nity-service jobs  before  they 
are  dropped.  The  bill  also 
would  impose  a  lifetime, 
two-year  limit  for  AFDC  ben- 
efits. The  Clinton  plan  would 
leave  many  of  these  contro- 
versial determinations  to  the 
states— for  example,  the  de- 
cision of  whether  to  pay  for 
additional  children  born  to 
welfare  moms.  The  House 
Republican  version  also 
leaves  this  decision  to  the 
states.  But  it  contains  other 
penalties,  ranging  up  to 
elimination  of  AFDC. 

The  largest  difference— and  it's  a  crit- 
ical one— is  in  the  financing.  Both  House 
versions  offset  the  expense  of  child  care 
and  job  training  and  placement  through 
a  $20  billion,  five-year  budget  cut.  They 
would  eliminate  a  range  of  federal  enti- 
tlement programs,  including  Medicaid, 
for  legal  immigrants.  I  Illegal  aliens  are 
already  ineligible  for  most  federal  wel- 
fare benefits.)  Exempted  from  the  cut 
would  be  elderly  immigrants  and  those 
granted  political  asylum.  "The  first  and 
most  important  responsibility  of  any 
government  is  to  its  own  citizens,"  ex- 
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plains  sponsor  Dave  McCurdy  (D-Okla). 

The  Clinton  bill  has  $9.5  billion  over 
five  years  to  pay  for  reform,  potentially 
a  fatal  deficiency.  Initially,  a  White 
House  task  force  gave  the  President  a 
blueprint  for  a  five-year,  $15  billion  re- 
form program.  Much  of  the  increased 
spending  for  child  care  was  to  have 
come  from  a  $4  billion  tax  on  gambling. 
But  howls  of  protest  from  Nevada,  At- 
lantic City,  and  Native  American  groups 
anxious  to  protect  casino  profits  killed 
the  tax.  Instead,  Clinton's  program 
would  be  paid  for  by  the  benefit  cuts 


for  legal  immigrants,  by 
hikes  on  wealthy  Am 
cans,  and  by  some  off 
ting  benefit  cuts  for 
less-well-off.  Among  the 
tential  tax  hikes:  elimi 
ing  subsidies  to  farn 
with  nonfarm  income  at 
$100,000  and  ending  the 
break  for  annuities  that 
out  more  than  $100,0( 
year.  White  House  Buc 
Director  Leon  Panetta  1 
ly  has  been  covering 
Capitol  searching  for 
tax  revenue.  He's  still  e 
ty-handed. 
cost  crunch.  Clinton's  1  o 
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billion  estimate  may  be 
low,  since  the  actual  cos 
entitlement  programs  is 
ficult  to  estimate.  One  ci 
of   the   Clinton  propo 
Mark  Greenberg,  an  at 
ney  with  the  Center 
Law   &   Social  Policy 
Washington,  estimates 
cost  could  be  nearly 
much  in  just  a  single  y 
Some  want  to  spend 
more.  Liberal  critics  are 
manding  that  welfare  m<  , 
receive  wages  high  eno 
to  lift  their  families  well  beyond 
poverty  range.  "We  can't  expect 
fare  recipients  to  flip  hamburgers  at 


m 


favor 


an  hour,"  says  Representative  Hai 
E.  Ford  (D-Tenn.).  Ford  favors  a  $9  9 
hour  wage  for  public-sector  jobs.  Me 
while,  the  welfare  reform  debate  is  i 
likely  to  renew  calls  to  raise  the  m  > 
mum  wage. 

The  Administration  hopes  to  esc  * 
the  cost  crunch  because  of  the  so 
healthy  expansion.  If  the  economy  cc  far 
continue  adding  about  200,000  job 


month,  actually  below  its  performat 


THE  BATTLE  TO  REIN  IN  WELFARE 


THE  CLINTON  PLAN 


WHAT  IT  WOULD  DO  Require  welfare  recipients  to  agree  to  ed- 
ucation, job  training,  or  placement.  Welfare  mothers  under  age 
25  who  refuse  would  face  a  reduction  or  cutoff  in  cash  benefits, 
generally  after  two  years,  with  exemptions  for  new  mothers  or 
tnose  unable  to  work. 

DRAWBACKS  Requires  universal  health  care  so  working  poor 
are  not  penalized.  At  $9.5  billion  over  five  years,  may  oe  under- 
funded. 


HOUSE  REPUBLICAN  VERSION  (HR  3500) 


WHAT  IT  WOULD  DO  Require  welfare  recipients  to  agree  to  ed- 
ucation, job  training,  and  placement  within  one  to  two  years  or 
face  sanctions.  Fathers  must  pay  support  or  participate  in  a  work 


program.  No  added  benefits  for  children  conceived  during  we 
fare  period.  Cut  off  entitlement  benefits  to  legal  immigrants. 

DRAWBACKS  Shifts  some  of  the  costs  for  legal  immigrants  to  tf 
states.  Denying  additional  benefits  for  children  born  to  welfare 
mothers  just  hurts  the  families. 


MODERATE  DEMOCRATS 


WHAT  IT  WOULD  DO  Provide  job  training  and  placement  anc 
child  care  and  health  care  for  welfare  recipients  and  transition 
workers.  Set  two-year  lifetime  welfare  limit.  Make  grandparent 
liable  for  the  offspring  of  their  minor  children.  Cut  off  entitleme 
benefits  to  legal  immigrants. 


DRAWBACKS  Shifts  some  of  the  costs  for  legal  immigrants  to  tf 
states.  Lifetime  welfare  limit  will  be  tough  to  enforce.  Grandpar 
enrs  may  not  have  the  resources  to  support  grandchildren. 


DATA  BUSINESSWEEK 
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year,  the  rate  would  accommodate 
9  new  workers  and  welfare  mothers 
3  still  shrinking  the  jobless  rate. 
Clinton  Administration  figures  that 
an  additional  200,000  jobs  will  be 
ed  for  welfare  moms  in  1999,  rising 
i0,000  a  year  by  2004. 
it  successful  job  placement  assumes 
reform  provides  welfare  families 
adequate  health  care  and  child  care, 
ies  show  that  as  many  as  20%  of 
ire  recipients  stay  on  AFDC  just  to 
the  accompanying  Medicaid  bene- 
ar  their  children— particularly  those 
chronic  illnesses.  Infant  care  in  a 
iy,  licensed  day-care  center  can  eas- 
jst  $900  a  month— far  beyond  the 
i  of  entry-level  workers. 
?lt'are  mothers  may  well  decide  to 
home  with  their  children  rather 
subject  them  to  substandard  day 
no  matter  what  the  sanctions  in 
aw.  "Why,  just  because  I'm  poor, 
d  I  have  to  take  my  kid  down  to 
:  dark  basement  to  play  all  day 
e  all  the  dolls'  heads  are  pulled 
says  Nixon. 

ing  TO  PAY.  Despite  the  potential 
lis,  White  House  advisers  relish 
ymbolism  of  a  Democratic  Presi- 
going  after  deadbeat  dads  and 
.re  cheats.  That  has  the  GOP  Right 
ied  and  searching  for  ways  to  up 
pte— such  as  requiring  all  able- 
d  recipients  to  work  for  their  ben- 
-a  favorite  of  conservative  Wil- 
J.  Bennett,  the  former  Secretary 
lucation. 

esident  Clinton  says  he  holds  out 
lope  that  "welfare  reform  might 

fire  [and]  we  might  have  a  biparti- 
onsensus  to  move  the  bill  in  a  hur- 
d  get  it  this  year."  That  would  like- 
ive  a  boost  to  Democrats  in 
mber.  But  election-year  politics  will 
lly  make  it  tougher  to  get  a  bill 
year  because  any  welfare  reform 
ly  of  the  name  is  going  to  cost  a 
lore  than  the  $9.5  billion  envisioned 
3  Clinton  plan  and  much  closer  to 
18  billion  to  $20  billion  in  the  two 
3  bills.  Under  the  new  budget  rules 
ngress,  that  has  to  be  paid  for.  The 
il  ploy  of  making  states  and  nonvot- 
;he  legal  immigrants— foot  the  bill 

pass  Congress. 

t  gimmicks  may  not  be  necessary, 
have  shown  that  voters  are  recep- 
,o  paying  more  for  improving  wel- 
And  few  people  naively  believe  it's 
to  be  simple  to  "end  welfare  as 
now  it,"  as  Clinton  has  promised, 
here  is  a  chance  to  make  the  sys- 
fairer,  reward  work,  foster  inde- 
;nce,  and  encourage  families  to  stay 
rher.  Just  doing  that  much  would 
major  victory. 

Paul  Magnussori  and  Howard  Gleck- 
in  Washington 


THE  SYSTEM  DOESN'T  WORK. 
THIS  MIGHT 


The  key:  Turn  welfare  into  a  job-creating  machine 


After  three  decades  of  bitter  de- 
bate, the  political  system  now 
seems  on  the  verge  of  a  remark- 
able consensus:  Welfare  as  we  know  it 
must  end.  Changing  a  system  so  obvi- 
ously flawed  is  a  worthy  goal,  but  the 
challenges  are  enormous.  How  can  the 
typical  welfare  family— an  unwed  mother 
with  two  kids,  little  education,  and  few 
job  skills— become  self-sufficient?  "Never 
in  history,"  says  Douglas  J.  Besharov  of 
the  American  Enterprise  Institute,  "have 
poorly  educated  single  mothers  with  chil- 
dren been  an  economically  viable  family." 

But  it  is  not  hopeless.  Emerging  alter- 
natives to  welfare,  although  still  small- 
scale  and  local,  show  promise,  business 
week  endorses  a  set  of  proposals  that 
would  slash  welfare  rolls  by  at  least 
half— moving  2.5  million  moms  and  near- 
ly 5  million  kids  into  mainstream  society 
within  two  years.  These  proposals  are 
based  on  a  simple  concept:  Work  is  bet- 
ter than  welfare.  They  would  focus  on 
getting  welfare  moms— and  90%  of  adults 
on  welfare  are  mothers— into  the  pri- 
vate sector.  Public-service  jobs  would 
be  available  but  only  as  a  limited,  last 
resort.  Fathers  would  have  to  provide  fi- 
nancial support  to  their  children. 

Any  reform  plan  must  help  those  on 
welfare  without  sending  the  wrong  sig- 
nals to  those  already  working,  business 
WEEK  would  continue  benefits  for  the 
disabled  and  those  with  very  young  or 
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WORK 


ill  children.  Those 
able  to  work,  who 
choose     not  to, 
would  receive  no    Dora  Young  sees 
cash  benefits,  but    her  $6.17-an-hour 
food    stamps   and    job  as  astepping. 
medical  care  would 
still   be   available  stone 
to   kids.  Working 

mothers  would  receive  child  and  medical 
care,  though  only  until  they  could  sup- 
port themselves. 

Welfare  reform  would  work  best  com- 
bined with  a  health-reform  plan  that 
gives  equal  access  to  medical  benefits. 
Added  child  care  may  give  welfare 
mothers  an  advantage  over  the  work- 
ing poor,  but  that  may  be  a  necessary 
price  to  pay  to  move  moms  into  the 
workforce. 

NEW  HOPE.  BUSINESS  WEEK'S  proposals 

are  not  punitive.  Instead,  they  seek  to 
provide  the  poor  with  the  same  incen- 
tives as  the  rest  of  society:  Those  with 
intelligence  and  ambition  will  use  their 
newfound  jobs  as  stepping  stones  to  more 
rewarding  work.  A  majority  may  never 
get  beyond  low-paying  jobs.  But  life  will 
change  because  they— not  government- 
would  be  responsible  for  their  lives  and 
those  of  their  children.  "We  need  to  be 
saying  it's  good  to  work,"  says  top  Clin- 
ton welfare  adviser  David  T.  Ellwood. 

Fixing  welfare  in  this  way  could  cost 
upwards  of  $4  billion  a  year— at  least 
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double  what  Clinton  says  his  plan  will 
cost.  That  figures  a  $4,000  annual  tab 
for  a  child's  day  care,  vs.  Clinton's  esti- 
mate of  $1,700,  plus  $5,000  a  year  for 
each  public-service  job.  Make  no  mis- 
take; it  would  be  cheaper  to  keep  send- 
ing welfare  checks.  But  consider  the  so- 
cial costs:  White  women,  for  example, 
are  six  times  more  likely  to  go  on  wel- 
fare as  adults  if  they  come  from  a  wel- 
fare family.  Young  black  men  who  grow 
up  on  welfare  are  three  times  more  like- 
ly to  go  to  jail  than  those  who  do  not. 

Many  newly  working  mothers  will  pay 
taxes,  and  that  will  help  offset  the  cost- 
perhaps  $1  billion.  The  rest  would  come 
from  spending  cuts.  Eliminating  operat- 
ing subsidies  for  Amtrak  and  setting 
user  fees  for  the  air-traffic-control  sys- 
tem would  save  more  than 
$2  billion  annually.  Trimming 
agriculture  subsidies  could 
save  $2  billion  more.  Paying 
the  bill  will  be  tough,  but  the 
real  challenge  will  be  getting 
people  working,  restoring  fam- 
ilies, and  giving  kids  some 
hope.  Here's  how  business 
WEEK  would  do  it: 
■  JOBS,  JOBS,  JOBS.  There  is 
widespread  agreement  among 
experts  that  up  to  two-thirds 
of  the  adults  on  welfare  are 
employable.  And  most  say  they 
want  to  work.  To  help  them, 
the  system  must  be  retooled 
to  focus  on  skill  training,  job 
search  help,  and  developing 
close  ties  to  local  businesses 
that  can  provide  the  jobs. 
These  positions  will  be  mostly 
entry-level  and  won't  pay  much 
to  start.  But  with  child  care 
and  medical  benefits,  they'll  be 
a  start  on  the  road  to  econom- 
ic independence. 

That's  what's  happening  at 
The  New  Hope  Project  in  Milwaukee. 
Begun  in  1990,  it  provides  a  wage  subsi- 
dy, child  care,  and  health  benefits,  but 
only  for  those  who  are  working.  Partici- 
pants must  look  for  private-sector  jobs, 
though  some  take  temporary  community- 
service  jobs.  Early  results:  00%  of  the  52 
volunteers  work  in  local  companies. 

One  success  story  is  36-year-old  Dora 
Young.  A  high-school  dropout,  the  Mil- 
waukee mother  of  five  had  been  on  and 
off  welfare  for  12  years.  But  a  year  ago 
she  landed  a  full-time  job  with  Marriott 
Contract  Services  Inc.,  cooking  lunches 
for  students  at  Marquette  University. 
Young  makes  $6.17  an  hour,  so  she's  still 
getting  an  income  supplement,  plus  food 
stamps  and  Medicaid.  Her  goal:  "To  get 
experience  to  get  a  better-paying  job." 

Not  everyone  will  find  work  right 


away,  so  new  public-service  jobs  will  be 
needed.  But  reaj  reform  will  succeed 
only  if  there  are  enough  private-sector 
jobs  to  absorb  the  2  million  or  so  new 
workers.  Recent  studies  suggest  that 
work  is  out  there— especially  in  an  ex-, 
panding  economy  that  is  creating  about 
250,000  positions  a  month.  "It  is  realistic 
to  think  they  can  find  jobs,"  says  La- 
bor Secretary  Robert  Reich. 

Still,  many  jobs  are  in  the  suburbs 
and  would  require  long  commutes.  Oth- 
ers just  don't  pay  enough  to  pull  a  moth- 
er and  two  kids  above  the  poverty  line 
of  $11,000.  Says  former  Commissioner 
of  Labor  Statistics  Janet  L.  Norwood: 
"There  are  a  lot  of  jobs  for  unskilled 
workers  willing  to  accept  minimum  wage 
or  just  slightly  above  it." 


HOW  TO  FIX  WELFARE 


KUS  ON  WORK  Make  welfare  a  short-term  safety  net, 
as  intended.  Require  healthy  adults  to  work,  but  offer  job- 
linked  training.  Continue  assistance  to  the  disabled  and 
those  with  young  or  chronically  ill  children. 

TARGET  PRIVATE  EMPLOYMENT  Strive  for  permanent 
private-sector  jobs.  Make  public  service  jobs  temporary 
and  a  last  resort.  Abandon  workfare.  People  should  work 
for  paychecks,  not  welfare  checks. 

PROVIDE  PROPER  INCENTIVES  Today  welfare,  food 
stamps,  and  Medicaid  are  a  better  deal  than  a  low-wage 
job.  Instead,  provide  new  workers  with  tax  credits  and 
health  and  child  care.  Phase  out  benefits  as  pay  increases 

SUPPORT  FAMILIES  Now,  the  welfare  system  tears  fami- 
lies apart.  Change  tax  and  support  laws  to  encourage 
marriage.  Provide  family  planning  at  an  early  age.  Estab- 
lish paternity  at  birth.  Force  fathers  to  help  support  kids. 

ALLOW  STATE  FLEXIBILITY  The  most  creative  welfare 
solutions  increasingly  come  from  state  and  local  govern- 
ments. Let  states  run  welfare  within  federal  guidelines. 

DATA:  BUSINESS  WEEK 


■  PROVIDE  TRAINING.  Welfare  recipients 
can  survive  on  such  entry-level  jobs, 
but  good  job  training  is  critical  if  they 
are  to  do  better  than  that.  Most  of  the 
government's  50-plus  training  programs 
for  welfare  recipients  have  been  well- 
intentioned  but  ineffective.  To  succeed, 
training  must  address  the  basics— arriv- 
ing on  time  and  taking  orders— as  well 
as  job  skills.  And  it  must  be 
tailored  to  the  needs  of  individuals  and 
the  local  market.  Ideally,  training  ought 
to  be  tied  to  specific  jobs.  Such  training 
won't  necessarily  cost  much:  We  can  re- 
tool existing  programs,  get  rid  of  failed 
ones,  and  focus  on  what  works. 

Denver's  Family  Opportunity  Part- 
nership shows  the  promise  of  targeted 
training.  The  program  works  closely 
with  a  local  temporary  agency,  Sunny 


Side  Inc./Temp  Side.  It  teaches 
processing,  computer  programming, 
receptionist  skills  and  provides  pl^ 
ment  in  clerical  and  secretarial  jobs, 
the  20  participants  hired  by  Sunny 
13  have  either  gotten  a  permanent 
or  are  temping  full-time. 
■  child  care.  Giving  up  a  welf 
check— and  the  related  package  of  f 
stamps,  child  care,  and  the  rest— doe 
make  sense  if  the  payoff  is  a  low-w 
job  with  fewer  benefits.  "Mothers 
welfare  would  love  to  work,"  says  IV  I 
sachusetts  Governor  William  F.  W  I 
"if  they  had  health  care  and  child  ca 
He  wants  to  abolish  welfare  but  use 
savings  to  provide  those  benefits. 

Training  and  financial  support  hel  I 
Cynthia  Hayes,  a  31-year-old  divor  I 
mother  of  three  who  has  b  I 
on  welfare  for  three  ye;  I 
The  Denver  program  led  I 
through  a  word-processing  I 
job-search  course,  then  hel  I 
her  land  a  $7-an-hour  job. 
Hayes  says  she  couldn't  h 
done  it  without  adequate 
state-financed— child  c 
"There  was  no  way,"  she  si 
"Child  care  would  have 
me  $900  a  month." 
■  REBUILD  THE  FAMILY.  Near| 
million  children  from  one-; 
ent  families  live  in  poverty! 
help  them,  the  economic  I 
emotional  links  between  1 
thers  and  children  must  bei 
stored.  Paternity  should  I 
disclosed  at  birth.  Dads 
are  able  should  contri 
child  support.  Others  sh 
be  given  training  and,  if  n< 
ed,  made  to  perform  a  pu 
sector  job.  Finally,  family 
ning  must  be  taught  earl 
reduce  the  number  of  unw 
ed  pregnancies. 

LET  STATES  LEAD  THE  WAY.  All  to 


ten,  federal  rules  stifle  state  wel:  | 
initiatives.  Welfare  programs  ough 
be  turned  over  to  the  states 
that  they  are  free  to  experiment,  wflH 
in  guidelines  set  by  Congress.  '  I 
problems  leading  to  welfare  depend*  ■ 
are  ultimately  local,  and  state  offk  I 
have  been  most  successful  in  crafH 
solutions. 

Today,  the  adults  and  children  on 
fare  suffer  daily  from  a  well-intentio 
but  misguided  system.  It  will  take  y<i; 
to  retool  welfare  into  a  job-creating  ■ 
chine.  But  until  that  is  done,  too  ml 
citizens  will  be  denied  a  stake  in  I 
future.  By  focusing  on  jobs,  the  prcxp! 
can  at  least  begin. 

By   Howard    Gleckman    and  1 
Magnusson  in  Washington 
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WEVE  made  this  trip 

THOUSANDS  OF  TIMES.  AND  NEVER  LOST 
A  CUSTOMER  ON  THE  WAY. 

It's  quite  a  ride. 

The  trip  to  open  computing  is  often  described  as  traveling  through 
permanent  white  water.  It  demands  an  experienced  guide. 

Namely,  Sequent'  Computer  Systems.  We're  the  dear  market  leader 
in  large  scale  open  systems.  (A  fact  confirmed  by  InfoCorp.) 

For  Sequent,  the  trip  starts  with  an  enterprise  architecture  plan 
that  links  business  goals  and  computing  systems,  preserves  current 
investment,  and  determines  a  series  of  short,  manageable  steps  to  get 
your  safe  passage  to  open  computing  underway. 

Again  and  again,  we've  helped  companies  successfully  re-engineer 
entire  computing  enterprises.  Because  everyone  at  Sequent  is  commit- 
ted to  the  complete  success  of  every  project,  and  empowered  to  deliver 
it.  Not  just  for  our  own  products,  but  for  everything  in  the  system, 
hardware  and  software,  no  matter 
who  the  vendor  may  be. 

So  even  though  there  may  be 
no  way  to  avoid  the  white  water, 
we  can  help  make  it  a  safe  trip.         °ur  Business  ls  Your  Success 


iEQUEHT 


for  Safe  Passage  to  Open  Computing,  Call  1-800-237-8733. 
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CHIEF  EXECUTIVES  I 


THE  NEW  LIFE  OF 
O'REILLY 


Heinz's  globe-trotting  CEO  focuses  on  a  fresh  mainstay:  Baby  food 


Sitting  in  his  Pittsburgh  office  60 
floors  above  the  Allegheny  River, 
Tony  O'Reilly  gives  a  talking  tour 
of  the  world.  The  chairman  of  H.  J. 
Heinz  Co.  describes  being  rocked  by  an 
earthquake  in  Calcutta  as  he  recently 
toasted  the  purchase  of  a  baby-food  busi- 
ness there.  He  recalls  long  philosophical 
discussions  in  Harare,  Zimbabwe,  with 
Robert  Mugabe,  that  country's  Marxist 
leader.  At  58,  O'Reilly  is  famous  for  his 
entertaining  tales  of  the  people  he 
knows  and  the  places  he  has  been.  But 
he  suddenly  grows  testy  when  asked  if 
reports  are  accurate  that  he  only  spends 
several  days  a  month  at  Pittsburgh 
headquarters.  "That's  absolutely,  gro- 
tesquely untrue,"  he  says. 

Anthony  J.  F.  O'Reilly  has  always 
raised  eyebrows  with  his  globe-trotting. 
But  with  two  years  of  sluggish  sales 
and  earnings  depressing  Heinz's  stock 
price,  some  O'Reilly  watchers  are  ex- 
pressing fears  that  he's  spending  too 
much  time  on  outside  interests  ranging 
from  newspapers  to  oil  wells.  Penny- 
pinching  U.  S.  consumers  have  turned 
away  from  the  company's  premium-price 
brands,  slowing  domestic  sales  to  the 
pace  of  Heinz's  famous  ketchup.  A  strat- 
egy that  relied  heavily  on  Weight 
Watchers  Food  Co.  for  growth  has 
helped  put  Heinz's  once  plump  profits  on 
a  diet  (charts). 

In  the  midst  of  this  malaise,  one  of 
O'Reilly's  largest  institutional  sharehold- 
ers complains  that  the  chairman  "is  tco 
far  removed  from  the  day-to-day  issues." 


Fourteen  Research  Corp.  analyst  Sally 
Schaadt  says  Wall  Street  worries  he  is 
"spread  too  thin."  O'Reilly,  who  averages 
500,000  frequent-flier  miles  a  year  (and 
some  years  hits  1  million),  makes  no 
apologies  for  his  prolonged  absences 
from  Pittsburgh.  But  he  concedes  that 
the  company's  brand-oriented  strategy 
isn't  working  and  that  Heinz  is  in  need 
of  a  new  direction. 

SWAN  SONG?  O'Reilly  says  he  wants  to 
lift  the  company  back  to  the  double-dig 
it  earnings  growth  it  enjoyed  in  the  '80s 
and  then  retire  in  two  or  three  years. 
To  get  there,  he  says,  the  company  must 
slash  spending  on  its  mature  brands— the 
same  lines  that  propelled  growth 
through  the  '80s— while  pushing  vigor- 
ously into  faster-growing  markets 
abroad.  Already,  Heinz  has  cut  adver- 
tising outlays  to  40%  of  the  $134  mil- 
lion it  spent  in  1990,  according  to  Com- 
petitive Media  Reporting  in  New  York. 
Now  it  is  spending  heavily  to  bolster 
its  international  operations— especially 
in  baby  food.  Meantime,  it  will  also  focus 
on  the  prosaic  but  profitable  business 
of  supplying  those  little  packets  of  condi- 
ments to  fast-food  restaurants.  The  idea, 
O'Reilly  says,  is  to  reduce  Heinz's  depen- 
dence on  ultraeompetitive,  low-margin 
American  supermarkets. 

To  underscore  the  urgency  of  Heinz's 
situation,  O'Reilly  in  mid-May  flew  his  40 
top  managers  from  around  the  world  to 
Dromoland  Castle  in  Shannon,  Ireland, 
one  of  his  investments.  He  wanted  to 
present  the  new  strategy  and  fire  up 
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his  troops— especially  Heinz's  quart(| 
division  managers.  An  ambitious  tea) 
cost-cutters  known  within  Heinz  asj 
Four  Horsemen  of  the  Apocalypse,  t 
executives  are  well  aware  that  sucl 
in  the  next  two  years  could  spell  mil 
in  Heinz's  legendary  stock  incenti 
They  also  know  the  race  is  on  an  ; 
them  for  the  top  job  when  O'Reilly  f 
ly  retires  (table,  page  66). 

On  May  23,  however,  the  whole 
got  a  jolt  when  it  learned  that  Sai 
Ltd.,  the  Swiss  pharmaceutical  po' 
was  buying  Heinz's  chief  baby-food  < 
petitor,  Gerber  Products  Co.,  for  a  s  ! 
ning  $3.7  billion,  or  29  times  earni 
Whereas  Gerber— which  controls  70' 
the  domestic  baby-food  business- 
shied  away  from  the  international  r 
kets  Heinz  tends  to  dominate,  cash- 
Sandoz  isn't  likely  to  be  so  bashful, 
sequently,  O'Reilly  spent  the  next  tl 
days  phoning  and  faxing  furiouskjij)  ; 
wrap  up  two  international  acquisit 
for  $210  million:  Farley's  baby-food  t 
ness  in  Britain  and  the  baby-food  uni 
Glaxo  Holdings  PLC  in  India. 

The  question  is:  Will  this  strat 
work  any  better  than  the  last  one?  I  arm 
years  ago,  while  Heinz  was  relentle: 
driving  up  the  prices  of  its  condime 
Ore-Ida  potatoes,  Star-Kist  tuna,  it  „ > 
Weight  Watchers  low-cal  dinners,  O'l;  ■ 
ly  predicted  his  company  would  giw  - 
from  $5.2  billion  to  $10  billion  in  saled  m 
1994.  Then  he  would  retire,  perhapspo 
pursue  politics  in  Ireland. 

Having  already  boosted  Heinz's  n!r 
ket  value  from  $900  million  to  $9  tl» 
lion  by  1990,  O'Reilly  was  a  man  top 
believed.  And  his  huge  compensa 
package— $75.1  million  in  salary 
stock  options  in  fiscal  1992  alone-j 
fleeted  how  much  he  had  char 
Heinz's  board.  "You  know  in  your  h 
he  shouldn't  get  that  much  money,"  si 
one  director,  asking  not  to  be  nam 
"But  it's  hard  to  say  no  to  Tony." 

As  it  turned  out,  Heinz  has  gro 
to  only  $7  billion  in  worldwide  salp 
much  of  that  through  acquisition 
O'Reilly  now  admits  that  he  failedio 
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SLOW  GROWTH      ...AND  ROLLER-COASTER 


THE 
DILEMMA 
AT  HEINZ 


_ 


.HAVE  DEPRESSED 
CK 


NORTH  AMERICAN 
SALES 


FISCAL  YEAR  ENDS  APR  30 


TOTAL  OPERATING 
EARNINGS 


FISCAl  YEAR  ENDS  APR.  30 


STOCK  PRICE 


90  '91  '92  '93  '94  '90  '91  '92  '93  '94  JAN.  4, '93 
▲  BILLIONS  OF  DOLLARS  Esr      ▲  MILLIONS  OF  DOLLARS  ra      ▲  DOLLARS 

DATA:  PRUDENTIAL  SECURITIES  INC.,  BRIDGE  INFORMATION  SYSTEMS  INC.,  BUSINESS  WEEK 
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t  quickly  enough  as  a  spendthrift 

<et  turned  miserly  in  the  1990s  and 

ed  increasingly  to  private-label  prod- 

.  As  recently  as  last  year,  when 

p  Morris  Cos.  slashed  its  premium 

■ette  prices  on  so-called  "Marlboro 

ay,"  O'Reilly  pooh-poohed  the  idea 
name  brands  would  continue  to 

jgle  against  private  labels.  It  was 
after  announcing  a  20%  fall  in 

1-quarter  earn- 
last  January 
O'Reilly  vowed 

id  a  better  strat- 

-and    to  stick 

nd  long  enough 

>e  it  through. 

Reilly  now  con- 

s   that  nobody 

a  bigger  vested 

est  in  a  Heinz  re- 

,d  than  he  does. 

L.28%  of  the  corn- 
's stock  is  worth 

t  $108  million.  As 

rompany's  largest 

idual  stockhold- 

I  suppose  I  have 

argest  individual 

m  for  wanting  to 

around  to  ensure 

the  recovery  is 

lined,"  he  says. 

it  he  certainly 
have  distrac- 

;.  During  his  25 

s  at  Heinz,  15  of 

l   running  the 

>any,  O'Reilly  has 

tructed  twin  ca- 

s  spanning  the 

itic  and  has  piled 

personal  fortune 

>out  $500  million. 

all  O'Reilly's  suc- 
raking  in  the 

;h,  however,  his 

ures  have  had 

•  troubles. 
[  1 2  originally  envi- 
si;  3d  his 
b,  holding 
N  ipany, 
H  wilton,    as  a 
l|  -powered  leveraged-buy- 
W  firm  ("We  will  be  the  front 
I  i  for  the  guys  who  revolutionize 
l>pe,"  he  predicted  in  1988).  But 

iggest  deal  has  been  the  lackluster 

isition  of  crystalmaker  Waterford 

gwood  PLC,  a  money-loser  its  first 

3  years  under  Fitzwilton's  control. 

srford  turned  a  profit  last  year, 

m  by  shipping  out  production  to 

iries  in  Germany  and  Eastern  Eu- 

.  But  while  this  nudged  Fitzwilton 

the  black,  the  holding  company  is 

ly  the  power  that  O'Reilly  had 

d  for. 


O'REILLY'S 
EXTRACURRICULAR! 

INDEPENDENT  NEWSPAPERS 

Largest  investor  in  Ireland's 
largest  newspaper  chain. 
Based  in  Dublin,  it  also  owns 
small  papers  in  Australia  and 
this  year  bought  large  stakes  in 
the  Argus  Newspapers  of 
South  Africa  and  Britain's 
Newspaper  Publishing.  Reve- 
nues: $255  million. 


At  the  same  time,  his  attempts  to 
make  it  into  the  big  leagues  of  newspa- 
per publishing  have  fallen  short.  Two 
years  ago,  his  Dublin-based  newspaper 
chain,  Independent  Newspapers  PLC,  lost 
a  bitter  fight  with  Canadian  Conrad 
Black  for  control  of  Australia's  John 
Fairfax  Group  newspaper  empire.  Then 
just  last  winter,  O'Reilly's  group  tried  to 
buy  control  of  Britain's  The  Indepen- 
dent—and got  beaten 
by  Mirror  Group 
Newspapers  PLC,  the 
company  once  con- 
trolled by  the  late 
Robert  Maxwell. 
O'Reilly  was  left  with 
29%  of  the  shares  but 
no  board  seat.  He 
has  had  to  content 
himself  with  this 
year's  purchase  of  a 
31%  stake  in  South 


FITZWILTON  Investor  in  and 
chairman  of  this  $450  million 
Irish  holding  company  with 
stakes  in  various  food  and  in- 
dustrial assets.  Chinamaker 
Waterford  Wedgwood  is 
biggest  asset.  O'Reilly  is  chair- 
man of  that,  too. 

ASSORTED  INVESTMENTS 

Arcon,  an  Irish  oil -exploration 
company;  two  castle-hotels  in 
Ireland;  a  stud  farm. 

BOARDS  Chairman  of  the 
Ireland  Funds,  a  worldwide 
philanthropic  organization 
promoting  peace  in  Ireland. 
Board  member  of  General 
Electric,  the  New  York  Stock 
Exchange,  and  Georgetown 
University. 

DATA:  BUSINESS  WEEK 


Africa's  largest  newspaper  group,  Ar- 
gus Newspapers. 

O'Reilly  maintains  that  his  only  ex- 
ecutive job  is  at  Heinz  and  that  his  oth- 
er holdings  are  merely  investments.  "In 
all  those  non-Heinz  activities,  there  are 
highly  paid,  highly  motivated,  and  high- 
ly irritated  CEOs,"  he  says.  "They  do  not 
like  being  told  that  this  distant  figure 
bought  this,  sold  that,  and  appears  to  be 
in  nine  different  places  at  once— when 
they're  actually  doing  all  the  work." 
talk  OF  escape.  In  fact,  O'Reilly  spends 
about  half  of  his  time  outside  the  U.  S., 
flying  with  seven  or  eight  thick  portfoli- 
os, a  virtual  traveling  office.  His  Heinz 
travels  take  him  to  Europe,  Southern 
Africa,  and  Australia,  which  is  conven- 
ient, since  those  regions  contain  many  of 
his  non-Heinz  holdings.  With  modern 
communications,  he  says,  he  can  keep 
in  touch  no  matter  where  he  is.  But  his 
Irish  holdings  also  require  a  physical 
presence.  "Even  if  he  just  attended 
board  meetings— and  he  does 
more  than  that— he'd  be 
spending  time  here,"  says 
O'Reilly's  Ireland  spokes- 
man, James  Milton. 

O'Reilly  complains 
that  people  take  one 
look  at  his  vast  hold- 
ings and  immediately 
conclude  that  he's  "a 
bionic  man."  Well,  talk  to 
his  colleagues  at  Heinz, 
and  that's  the  image 
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that  emerges.  They  describe  a  speed- 
reader  with  a  photographic  memory- 
one  who  needs  little  sleep  and  stays  up 
late  piling  through  history  books  on  Af- 
rica and  biographies  of  his  hero,  Winston 
Churchill,  and  the  gritty  Pittsburgh  box- 
er, Billy  Conn.  At  the  meeting  in  Ireland 
with  his  40  lieutenants,  O'Reilly's  dinner 
table  was  always  the  last  to  break  up  as 
the  chairman  discussed  world  affairs  or 
told  stories  about  his  early  days  as  an 
Irish  rugby  hero. 

The  main  point  of  the  meeting, 
however,  was  Heinz' s  "breakout 
strategy"— a  plan  that  focuses 
squarely  on  the  places  Heinz 
thinks  it  can  grow.  With  name 
brands  getting  killed  by  private 
labels,  the  biggest  U.  S.  growth 
market  is  the  deadly  dull,  hut 
high-margin,  food-service  busi- 
ness. Packets  of  ketchup  and 
mayonnaise  produce  annual  sales 
of  more  than  $1.4  billion  and  an 
operating  profit  of  more  than 
$200  million.  And  in  April,  Heinz 
acquired  Borden  Inc.'s  troubled 
food-service  business  to  broaden 
its  market  strength.  O'Reilly,  call- 
ing food  service  "an  unsung  hero," 
thinks  that  it  can  grow  from  20% 
of  Heinz's  overall  sales  to  25%  in 
five  years. 

A  SELLING  PLATFORM.  For  real 
growth,  however,  O'Reilly  is  bet- 
ting on  overseas  markets— partic- 
ularly those  on  the  other  side  of 
the  Pacific.  That's  why,  in 
1992,  Heinz  spent  $300  mil- 
lion on  Wattie's  Ltd.,  a 
New  Zealand  food  con- 
glomerate O'Reilly  is  turn- 
ing into  a  platform  for  sell- 
ing into  Asia.  Boosted  by 
Wattie's,  Heinz's  Asia  sales 
have  nearly  doubled  in 
two  years,  to  about  $750 
million.  "The  whole  [up- 
coming] annual  report," 
says  O'Reilly,  "is  going  to 
be  about  Wat  t  ie's." 

Within  these  new  distri- 
bution channels,  along 
with  those  acquired  from 
Farley's  and  Glaxo,  O'Reilly  believes 
that  baby  food  is  the  growth  engine  of 
the  future.  Jars  of  mashed  carrots  and 
peas  already  earn  a  25%  margin  on  $631 
million  in  sales,  and  the  new  acquisi- 
tions will  boost  sales  to  nearly  $750  mil- 
lion—about the  same  size  as  Gerber's. 
Gerber  is  indomitable  in  the  U.S.,  hut 
its  share  drops  to  17%  internationally. 
Heinz,  meanwhile,  weighs  in  with  29%  of 
the  market  overseas. 

In  some  respects,  baby  food  seems 
custom-made  for  Heinz.  Virtually  no  pri- 


vate labels  weigh  down  the  market,  and 
entrance  costs  ,are  high— keeping  out 
small-timers.  What's  more,  enormous  po- 
tential markets  exist  in  Asia,  Eastern 
Europe,  and  Latin  America,  where  pop- 
ulation rates  are  high  and  where  moth- 
ers who  traditionally  have  not  bought 
any  packaged  baby  food  are  starting  to 
insist  upon  such  modern  conveniences. 
"We  should  be  over  $1  billion  shortly," 
predicts  Brian  Ruder,  Heinz's  baby-food 
chief.  With  "virgin  markets"  such  as  Chi- 
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WILLIAM  R.  JOHNSON  45,  president  of  Star-Kist 
Foods,  head  of  Pet  Products  division,  and  director 
for  Asia  region.  Based  in  Cincinnati  and  still  not  on 
the  board,  Johnson  may  have  trouble  making  his 
case.  But  the  recent  Asia  assignment  gives  him  a 
chance  to  shine  in  O'Reilly's  biggest  growth  market. 

DAVID  W.  SCULLEY  48,  senior  vice-president.  Long 
regarded  as  heir  apparent,  Sculley  stumbled  with 
Weight  Watchers.  Yet  he  talks  to  O'Reilly  at  least 
once  every  day,  more  than  the  other  aspirants.  If 
Sculley  can  turn  around  Weight  Watchers  on  the 
shoestring  budget  he  has  been  handed,  his  stock 
could  recover. 

WILLIAM  C.  SPRINGER  54,  president  of  Heinz 
U.S.A.  At  times  abrasive,  Springer  has  had  some 
run-ins  with  unionized  workers.  But  he  has  quietly 
built  the  Food  Service  business  into  a  giant.  Spring- 
er leads  Heinz's  charge  into  Latin  America,  an  area 
O'Reilly  doesn't  like.  But  Latin  profits  could  boost 
Springer's  prospects. 

DAVID  R.  WILLIAMS  50, 

chief  financial  officer.  Williams 
has  known  O'Reilly  since  their 
days  working  together  in  his 
native  Britain.  He  also  directs 
strategic  planning,  perhaps  a 
stepping  stone  for  a  broader 
role  at  the  company. 
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na  doubling  within  24 
months,  Ruder  predicts 
the  business  will  grow 
10%  to  15%  a  year. 
But  now  Gerber  has  Sandoz,  and 
suddenly,  Heinz  faces  a  tough  global 
competitor.  The  Swiss  company  has 
strong  operations  in  Asia  and  Europe 
and  a  cash  horde  of  $4.4  billion— money 
Sandoz  says  it  will  spend  liberally  on 
Gerber.  Heinz  will  likely  feel  the  heat 
first  in  Sandoz'  home  territory— coun- 
tries such  as  Switzerland  and  France, 
where  baby  food  is  sold  in  the  phar- 
macies that  already  do  a  lot  of  busi- 
ness with  Sandoz. 

Moreover,  Heinz  has  stumbled  over 


bold  predictions  about  the  future  be 
Take  Weight  Watchers,  a  busi 
O'Reilly  said  would  top  $3.3  billioi 
1994.  In  fact,  it  posted  sales  of  only 
billion.  With  the  growing  popularit 
diet  foods,  Weight  Watchers  foun 
self  in  a  devastating  price  war 
ConAgra  Inc.'s  Healthy  Choice 
Nestle  s  Lean  Cuisine.  Heinz  respoi 
with  massive  R&D,  turning  out  a 
of  exotic  low-cal  products,  from  sti; 
dishes  to  ice-cream  pie. 

But  while  Heinz  countec 
strong  attendance  at  We 
Watchers  classes  to  prop  up 
new  products,  the  craze  for 
ing  cooled.  "America  is  now 
fattest  country  in  the  world  1 
getting  fatter  each  day,"  (fl 
plains  a  frustrated  David  W. 
ley,  the  Heinz  vice-president 
has   been   overseeing  We 
Watchers.  A  much  ballyhooec 
vertising  campaign  featuring 
on-the-air  diet  by  former  CBS 
Morning  anchor  Kathleen  I 
van  bombed,  and  now  O'Reil 
cutting  back  the  budget,  shi 
from  television  to  direct-mail 
telephone  marketing. 
golden  couple.  Whether  0' 
ly  can  do  better  than  that 
his  new  strategy  is  an  open 
tion.  But  his  appeals  to 
Street  for  patience  and  an 
nouncement  that  Heinz  w> 
buy  back  as  much  as  6%  o:  I 
own  stock  seem  to  have  st  I 
lized  the  share  price.  "Yo  I 
guaranteed  to  have  more  ba  I 
than  dieters,"  says  Nomi  Gh(  I 
food  industry  analyst  at  G  I 
man,  Sachs  &  Co. 

When  in  1991,  O'Reilly  mai  I 
44-year-old  Christina  Goulan]  l 
an  heiress  to  a  Greek  ship]  I 
fortune,  some  thought  he  ml 
soon  retire  from  Heinz  and  <| 
off  to  tend  to  his  European  ir  I 
ests.  The  couple  certainly  wc  I 
n't  be  wanting.  Chryss,  as  she's  knc  I 
breeds  horses  in  Normandy  and  is  1 
of  the  top  five  racehorse  owner: I 
France.  Her  own  net  worth  is  estimil 
at  $450  million. 

O'Reilly,  however,  says  that  was  I 
a  lot  of  talk.  And  each  of  the  1 1 
Horsemen  figure  their  boss  is  too  n  I 
of  a  competitor  to  back  out  while  Hili 
is  anything  less  than  it  could  be.  « 
like  to  continue  to  be  a  transatlal 
person,"  O'Reilly  says.  That's  finea; 
long  as  he  can  keep  his  focus  on  rest- 
ing growth  at  Heinz. 

By  Keith  L.  Alexander  and  Steffi 
Bake)'  in  Pittsburgh,  with  Julia  Flyn  I 
London  and  Doug  Payne  in  Dublin 
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if  Einstein 


couldn't  remember  his  home 


address,  it's  under s 


you  might  occasionally  forget 


The  Austin 
Hotel, 
Cypress  Creek 

Fort 
Lauderdale 


\_enrury  PI  aza 
Hotel 
and  Tower 

Los  Angeles 


Trie  Austin 
Hotel, 

San  Francisco 
Airport 


Trie  \\^stin 
Hotel 


Seattle 


Westin 

Hotels  8^  Resorts 


vel  light]  Genius  or  not,  forgetting  your  toothbrush,  toothpaste,  razor,  hairdryer,  or  alarm 
leed  no  longer  cause  concern  or  panic.  "Travel  light"  means  every  one  of  these  items  will  be  either 
r  room,  or  available  for  the  asking,  as  soon  as  you  arrive.  As  long  as  you  remember  to  arrive  at 
ht  hotel,  (psst -The  Westin).  For  reservations  call  your  travel  consultant  or  (800)  228-3000. 
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INVESTIGATIONS  I 


WHAT  THE  HECK  IS  A 
'PRIME  BANK'  NOTE? 


The  feds  say  it's  a  scam  used  to  con  even  sophisticated  investors 


When  Lawrence  Gersche]  re- 
ceived his  M.  I),  in  1978,  his 
grandfather,  legendary  finan- 
cier Andre  Meyer,  couldn't  have  been 
prouder.  The  Lazard  Freres  &  Co.  chief 
and  adviser  to  the  rich  and  famous,  in- 
cluding the  late  Jacqueline  Kennedy 
Onassis,  admired  great  physicians  and 
donated  huge  sums  to  medical  research. 
In  1979,  Meyer  died  at  the  age  of  81, 
leaving  a  fortune  conservatively  esti- 
mated at  $90  million  to  his  wife,  Bella, 
Lawrence,  and  three  other  grandchil- 
dren. About  three  years  later,  Gerschel, 
then  reputedly  worth  at  least  $30  mil- 
lion, chucked  his  medical  career  for  the 
business  world.  If  Meyer  knew  what 
regulatory  and  law  enforcement  author- 
ities allege  about  his  grandson,  he  might 
turn  over  in  his  grave. 

BUSINESS  WEEK  has  learned  that  the 
Securities  &  Exchange  Commission  and 
the  Manhattan  District  Attorney's  of- 
fice have  launched  investigations  into 
Gerschel's  New  York-based  Trust  Group, 
which  he  set  up  in  1991  with  two  part- 
ners. Sources  close  to  the  D.  A.'s  probe 
say  that  a  grand  jury  has  recently  is- 
sued subpoenas  to  Gerschel  and  his  part- 
ners to  determine  whether  the  firm  has 
trafficked  in  the  netherworld  of  phony 
"prime  bank"  instruments,  including 
notes,  debentures,  and  guarantees. 
MUSHROOMING.  The  sale  of  prime  bank 
instruments,  according  to  authorities,  is 
a  mushrooming  but  little-publicized  fi- 
nancial scam  that  has  hoodwinked  hun- 
dreds of  investors,  many  of  them  finan- 
cial professionals.  The  instruments  are 
marketed  by  promoters  as  debt  or  simi- 
lar obligations  purportedly  issued  by  the 
"world  prime  banks,"  as  some  offering 
materials  put  it.  They  promise  often  out- 
landish, risk-free  returns— typically  25% 
or  more  per  year.  Accompanying  docu- 
ments look  official  and  often  use  the  let- 
terheads of  real  banking  institutions, 
particularly  foreign  ones,  such  as  Deut- 
schebank  and  Barclays. 

In  fact,  authorities  say,  documents 
purporting  to  represent  such  invest- 
ments are  bogus,  with  no  connection  to 


A  PAPER 


any  bank.  After  selling  the  paper  and 
perhaps  making  a  few  interest  pay- 
ments, promoters  usually  move  the  mon- 
ey offshore— where  investors  can't  re- 
trieve it— and  disappear. 

In  recent  months,  the  Comptroller  of 
the  Currency,  the  SEC,  and  other  U.  S. 
and  foreign  agencies  have  issued  many 
warnings  to  financial  institutions  about 
"illegal  or  dubious  schemes"  involving 
prime  bank  instruments,  as  one  release 
put  it.  James  E.  Byrne,  a  law  professor 
ai  George  Mason  Uni- 
versity, estimates  that 
over  the  past  few  years, 
investors  worldwide  may 
have  lost  $500  million  or 
more  in  these  transac- 
tions, which  he  believes 
are  being  perpetrated 
by  as  many  as  1,000 
"hard-core  pushers." 

Promoters  often  as- 
sure would-be  investors 
skeptical  about  the  high 
returns  that  prime  bank 
investments  are  a  secret 
wholesale  market  to 
which  only  govern- 
ments, big  banks,  and 
other  insiders  normally 
have  access.  Even  repu- 
table institutions  have 
been  taken.  Numerous 
investors  lost  hundreds 
of  millions  of  dollars  in  a 
scam  involving  $1.2  bil- 
lion in  bogus  prime 
bank  guarantees  issued  by  the  Czech 
Republic's  Banka  Bohemia.  That  episode 
triggered  the  April  collapse  of  the  bank 
and  left  the  National  Council  of  Church- 
es $8  million  poorer.  The  Salvation 
Army  in  Britain  and  the  government  of 
Nauru  lost  millions  in  earlier  swindles. 
"We've  only  seen  the  tip  of  the  stag- 
gering losses  we'll  see  in  the  next  couple 
of  years,"  says  Byrne. 

The  Trust  Group's  activities,  author- 
ities say,  show  how  some  prime  bank 
schemes  operate.  They  are  looking  into  a 
recent  transaction  where  they  claim  the 


Trust  Group  nearly  duped  officia 
several  counties  in  Kentucky  and 
advisor,  then  known  as  Shearson 
man  Brothers,  out  of  as  much  as 
million.  The  Trust  Group,  they 
hoped  to  move  the  money  to  Fossba: 
a  small,  now-defunct  bank  in  the  Faj 
Islands,  a  semi-autonomous  territoil 
Denmark  in  the  North  Atlantic. 
"fraud."  The  Trust  Group,  which 
ated  out  of  a  modest  Manhattan  a 
ment,  has  not  been  charged  with 
wrongdoing.  But  John  Shockey,  spj 
assistant  to  the  Comptroller  of  the 
rency,  referring  to  prime  bank  in:| 
ments,  says:  "I've  never  seen  any 
dence  that  they  engage  in  any  legiti: 
buy-sell  transaction."  A  spokespersoil 
Deutschebank— which  Trust  Group  l| 
aging  Director  Jeffrey  M.  Moritz  cii 
a  deposition  as  a  prospective  iss 
says:  "We  don't  have  a  product  like 
Those  things  are  a  total  fraud."  M 
denies  that  either  he  or  the  Trust  G| 
committed  any  wrongdoing. 

In  promoting  themselves,  say  au 


Iff! 

tnie 


argesi 


ities,  Trust  Group  officials  libei  sr» 


played  on  Gerschel's  involvement 
thorities  believe  that  Gerschel,  whc 
atives  and  acquaintances  say  is  n 
about  financial  matters,  may  have 
seduced  by  those  involved  with 
Trust  Group  into  letting  them  exio 
his  name  and  fortune.  Gerschel,  45, 
is  the  Trust  Group's  senior  partner 
nies  any  illegal  actions:  "I  know  by 
stretch  of  the  imagination  I've  beh 
well,  and  I  don't  have  to  justify  thi 
anybody."  He  also  denies  that  the  T 
Group  committed  any  wrongdoing. 
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he  Trust  Group's  prime  mover,  say 
orities,  was  Sandi  Kalez,  a  self-de- 
red  securities  trader  who  once  ar- 
I  ed  car  loans,  acquaintances  say.  Ac- 
|  ing  to  Moritz's  deposition,  she 
I  inced  Gerschel  and  Moritz,  a  lawyer 
I  former  tennis  instructor  who  had 
|  i  Gerschel's  business  partner,  to 
3  into  the  prime  bank  business,  in 
h  she  claimed,  according  to  docu- 
;s  at  U.  S.  District  Court  in  Frank- 
Ky.,  to  have  achieved  great  suc- 
Kalez  did  not  respond  to  repeated 
hone  messages. 
I  1  account  of  the  Trust  Group's  Ken- 
f  deal,  which  would  have  been  the 
s  largest,  can  be  pieced  together 
the  court  records.  In  late  1991, 
igh  intermediaries,  the  Trust  Group 
icted  James  M.  Hatfield,  a  former 
college  basketball  coach 
and  a  broker 


"We've  only  seen  the  tip  of  the 
staggering  losses  we'll  see  in 
the  next  couple  of  years" 
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"rolling  trades"  program.  According  to 
court  records,  the  pitch  went  this  way: 
Using  KACO's  money,  the  Trust  Group, 
through   intermediaries,   would  buy 
tranches  of  $10  million  face  value  of 
"prime  bank  guarantees"  yielding  7.5%, 
at  a  discounted  price  of  $8.3  million. 
The  Trust  Group  would  then  sell  them 
for  $8.9  million  to  unspecified  buyers, 
generating  for  KACO  a  gross  profit  of 
1%  of  the  face  amount  for  each  trade. 
Documents  show  that  the  Trust  Group 
represented  to  KACO  that  it  could  exe- 
cute at  least  four  transactions  per  month 
for  each  tranche,  implying  a  minimum 
annual  return  of  48%.  Hat- 
field  later  said  in  a  depo- 
sition that  he  was  satis- 
fied  that   the  program 
assured  that  the  "risk  is 
zero."  Hughes  replies:  "I  do 
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ALTHOUGH  TRUST 
GROUP  HAS  NOT  BEEN 
CHARGED  WITH  ANY 
WRONGDOING,  NEW 
YORK  AND  FEDERAL 
OFFICIALS  SUSPECT 
THAT  THE  FIRM, 
WORKING  OUT  OF  A 
MANHATTAN 
APARTMENT,  SOLD 
PHONY  INVESTMENTS 
DESCRIBED  AS  "PRIME 
BANK"  DEBT  AND 


earson's  Lexington  (Ky.)  office.  One 
clients  was  the  Kentucky  Associa- 
)f  Counties  (KACO),  which  adminis- 
a  huge  pool  of  cash  for  most  of  the 
s  120  counties.  Says  a  Smith  Bar- 
tic.  lawyer:  "The  attempted  transac- 
lappened  over  a  year  before  Smith 
3y  acquired  the  retail  offices  of 
•son.  As  a  result,  we're  not  pre- 
!  to  comment  on  the  specific  facts 
;  attempted  transaction." 
e  of  the  intermediaries  was  Denver 
ley  T.  Robert  Hughes,  who  sold 
jld  and  KACO  on  the  Trust  Group's 


not  believe  that  the  Trust  Group  com- 
mitted any  wrongdoing  or  that  the  KACO 
transaction  was  fraudulent  or  in  any 
way  illegal." 

In  July,  1992,  the  first  slug  of  about 
$32  million  began  moving  to  Shearson's 
account  at  Chemical  Bank  in  New  York. 
The  Trust  Group  hoped  that  KACO's  in- 
vestment would  balloon  to  as  much  as 
$150  million  over  the  next  few  months. 
Court  documents  indicate  that  the  mon- 
ey was  to  move  to  an  account  at  a 
branch  of  Sanwa  Bank  California  and 
then  possibly  to  Fossbankin,  where  it 


would  have  been  beyond  KACO's  reach. 

Fortunately  for  KACO,  a  clerical  glitch 
at  Shearson  stopped  the  money  flow, 
Hatfield  says.  A  Shearson  manager,  ac- 
cording to  his  deposition,  became 
alarmed  when  he  learned  of  the  transac- 
tion. Unable  to  find  an  authorizing  letter 
from  KACO,  he  halted  the  deal.  KACO  ex- 
ecutive Fred  Creasey  says  the  prospect 
of  what  might  have  happened  to  KACO's 
money  "scares  me  to  death." 
disarray.  The  glitch  precipitated  a  com- 
plex flurry  of  legal  battles.  The  Trust 
Group  sued  KACO  for  default  in  U.  S. 
District  Court  in  Frankfort.  The  case 
moved  to  arbitration,  and— in  another 
surprising  twist— the  American  Arbitra- 
tion Assn.  in  Los  Angeles  awarded  the 
Trust  Group  $625,000  in  lost  profits  plus 
legal  expenses.  KACO  is  challenging  the 
award.  The  arbitrators  issued  no  rea- 
son for  its  ruling  and  declined  to  dis- 
cuss the  case.  But  court  records  and 
interviews  with  participants  indicate  that 
the  arbitrators  apparently  did  not  con- 
sider evidence  of  the  possible  illegality  of 
the  prime  bank  instruments.  The  arbi- 
trators also  refused  to  consider  infor- 
mation from  KACO  lawyers  that  the  SEC 
was  investigating  the 
Trust  Group.  Said 
KACO  attorney  Phil 
Williams,  "Until  we 
learned  of  the  SEC  in- 
vestigation and  be- 
came aware  of  some 
of  the  bulletins  the 
federal  regulators 
were  putting  out,  we 
were  unaware  that 
all  of  these  types  of 
transactions  were 
fraudulent  on  their 
face."  Hatfield  now 
has  second  thoughts 
about  the  deal:  "I've 
not  been  able  to  find 
one  person  who  be- 
lieves [prime  bank  in- 
struments] exist." 

Despite  the  award, 
the  Trust  Group  has 
fallen  into  disarray, 
mainly  because  of  in- 
tensifying local  and 
federal  probes.  Moritz  says  the  firm  is 
no  longer  "an  operating  company."  In- 
deed, Gerschel,  Moritz,  and  Kalez  ap- 
pear to  have  gone  their  separate  ways. 

In  a  luncheon  interview,  a  visibly  dis- 
tressed Patrick  Gerschel,  a  New  York 
investor  and  former  partner  at  Lazard 
Freres,  reflected  on  his  brother's  predic- 
ament. "People  who  are  motivated  by 
money  usually  breathe  it  24  hours  a  day. 
That's  not  the  Larry  Gerschel  I  grew  up 
with,"  he  said.  "[Larry]  should  have 
stayed  a  doctor." 

By  Phillip  L.  Zweig  in  New  York 


ASSURED  RETURNS 
OF  48%  OR  MORE  TO 
SUCH  CLIENTS  AS  FRED 
CREASEY  (FAR  LEFT) 
A  TOP  EXECUTIVE  OF 
THE  KENTUCKY 
ASSOCIATION  OF 
COUNTIES.  A  CLERICAL 
GLITCH  MAY  HAVE 
PREVENTED  KACO 
FROM  LOSING  AS 
MUCH  AS  $150 
MILLION. 
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SCANDALS  I 


WHAT  JOSEPH  JETT'S 
DEFENSE  WILL  LOOK  LIKE 


The  ex-Kidder  trader  is  expected  to  charge  that  his  bosses  knew  he  was  generating  phony  profits 


A rogue  trader  who  created  $350 
million  in  bogus  profits  in  a  scam 
designed  to  pump  up  his  own 
bonus  to  $9  million  in  1993?  That  is  how 
Kidder,  Peabody  &  Co.  has  portrayed 
Joseph  Jett,  whose  activities  are  at  the 
center  of  one  of  the  biggest  Wall  Street 
scandals  in  years. 

So  far,  Jett,  who  was  dismissed  from 
Kidder,  has  said  little  other  than  protest- 
ing his  innocence.  But  the  out- 
lines of  Jett's  possible  legal  pos- 
ture in  any  retaliatory  action  he 
might  take  against  Kidder  or  in 
defending  against  possible  gov- 
ernment charges  are  becoming 
clear.  Based  on  conversations  with 
Wall  Street  experts,  former  Kid- 
der employees,  and  other  knowl- 
edgeable sources,  it  seems  likely 
that  Jett  will  strongly  dispute 
Kidder's  version  of  events.  He  is 
expected  to  charge  that  his  super- 
visors, fixed-income  honcho  Ed- 
ward A.  Cerullo  and  fixed-income 
derivatives  chief  Melvin  R.  Mullin, 
knew  all  about  his  trading  and 
that  Jett  himself  was  unaware  he 
was  doing  anything  wrong.  "His 
defense  [will]  be  that  his  trading 
practices  were  condoned  and  ap- 
proved by"  both  Cerullo  and  Mul- 
lin, says  Jeffrey  L.  Liddle,  a  New 
York  attorney  who  has  handled 
28  cases  against  Kidder  in  the 
last  five  years. 

puppet  play?  More  broadly,  Jett 
is  expected  to  portray  himself  as 
an  unwitting  marionette  in  a  larg- 
er scheme  by  Kidder  to  manipu- 
late its  balance  sheet  to  artificial- 
ly boost  results.  General  Electric- 
Co.,  Kidder's  parent,  puts  great  stock  in 
its  units'  financial  performance. 

Kidder  declined  comment  on  these 
potential  charges  on  the  grounds  that 
the  matter  is  largely  in  the  hands  of 
regulators.  "Whatever  positions  Jett  may 
take,  I  assume  they  would  be  directed 
more  toward  his  defense  in  possible  ac- 
tions by  the  U.S.  Attorney,  the  Secur- 
ities &  Exchange  Commission,  and  the 
New  York  Stock  Exchange,"  says  John 
M.  Liftin,  Kidder's  general  counsel.  GE 
also  declined  comment. 


George  Sard,  Jett's  spokesman,  de- 
clined comment.  Cerullo's  lawyer  was 
not  available  for  comment.  "Mel  Mullin 
will  deny  any  knowledge  or  participa- 
tion in  any  wrongdoing  by  Jett,"  says 
Arthur  F.  Mathews,  Mullin's  lawyer. 

To  buttress  his  claim  that  he  simply 
followed  orders,  Jett  is  expected  to  say 
he  had  extensive  contact  with  the  two 
men.  Jett  reported  directly  to  Cerullo. 


Why  would  Jett's 
superiors 
condone  his 
activities?  Jett 
will  point  to 
their  enormous 
1993  bonuses 


And  Mullin,  Jett's  first  boss  at  Kidder 
from  1991  through  1993  and  head  of  the 
derivatives  unit,  spoke  to  Jett  every 
day  on  the  trading  floor,  Jett  is  likely  to 
claim.  He  will  argue  that  his  trades 
were  listed  on  the  daily  position  reports 
that  went  to  management.  He  also  may 
point  out  that  he  did  not  withdraw  his 
multimillion-dollar  bonus,  which  Kidder 
has  seized  and  is  now  the  subject  of  an 
arbitration  dispute.  "The  fact  that  he 
left  all  that  money  there  is  indicative 
of  someone  who  didn't  think  thev  were 


doing  something  wrong,"  says  Lid 
Cerullo  and  Mullin  had  two  motive 
pursuing  the  bogus-trade  ploy,  Jett 
likely  contend.  One  was  that  their 
bonuses  were  determined  in  part 
Jett's  performance.  Cerullo's  bonus 
believed  to  be  $12  million  and  Mul 
about  $10  million. 

But  a  broader  reason  for  the  sche 
Jett  is  expected  to  allege,  was  to  h 
Kidder's  financial  results.  He 
claim  that  at  the  end  of  e 
quarter,  he  was  instructed 
superiors  to  put  a  certain  kin 
government  bond  trade  on  1 
der's  books— a  "forward  re 
trade,"  which  had  the  off  eel 
temporarily  shrinking  Kidder's 
sets,  some  $73  billion  at  the 
of  1993.  Briefly  reducing  as; 
made  the  firm's  return  on  as: 
at  the  end  of  the  quarter  app 
higher.  These  trades  would  t 
be  unwound  the  following  ( 
and  Kidder's  balance  sheet  wc 
balloon  up  again. 
CREDIBILITY  GAP?  Jett  may 
ther  claim  that  Kidder  relied 
this  balance-sheet  window  dr> 
ing  to  obtain  a  $3.7  billion  1 
in  March,  1994.  Jett  may  all 
that  he  was  told  in  December 
Cerullo  that  he  should  keep 
firm's  assets  depressed  for  a  k 
er  period  at  the  end  of  the  f 
quarter  in  1994  so  that  Kid 
would  continue  to  look  good 
its  bankers,  who  were  examir 
Kidder's  books.  It  was  during 
period,  he  may  claim,  that  a| 
tors  uncovered  the  scheme. 
Some  lawyers  and  observe 
believe  it  may  be  tough  for  Jett  to  prl 
these  allegations  if  he  should  take  oijj 
the  subject  of  legal  action.  Even  if  t 
can  show  that  he  didn't  hide  his  tra< 
the  overall  effect  of  continually  rol 
over  trades  to  generate  phony  pro, 
was  not  necessarily  discernible.  And 
may  not  be  believable  when  he  arg 
that  his  superiors  knew  about  the  ph 
profits  scheme,  while  maintaining  t 
he  did  not.  It  will  probably  come  A 
to  his  word  against  his  bosses'. 

By  Leah  Nathans  Spiro  in  New  i 
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Innovation  is  Ja  little  crazy. 


In  1973,  we  built  the  world's  largest  power  source. 
20  years  later,  we  built  the  smallest. 


Time  was  when  power  was  big. 
Intact,  it  didn't  get  any  bigger 
than  the  geothermal  power  plant  turbine 
we  built  two  decades  ago. 

But  time  and  power  don't  stand  still 


Toshiba  s  geothermal  steam  turbine 
had  the  largest  capacity  in  the  world, 
with  an  output  of  110 WX 


Today  we  live  in  a  world  of  portable  phones,  fax  machines  and  computers. 
And  to  that  end,  we  present  the  Toshiba  Portege  T3400  Series. 
It  packs  your  entire  office  into  a  computer  that's  less  than  half  the 
size  of  your  briefcase,  and  that  weighs  4/2  pounds. 
Our  new  Portege  is  the  first  sub-notebook  computer  to  use  the  ultra- 
bright  color  TFT/LCD  active  matrix  display.  The  first  with  a  rechargeable 
Lithium-Ion  battery  that  lasts  for  up  to  six  hours.  It  has  the  innovative 
AccuPoinf  integrated  pointing  device,  and  the  power  of  an 
Intel486  SX  microprocessor. 

With  an  optional  modem,  it  can  do  almost  anything 
your  desktop  computer  does.  On  a  plane.  On  a  boat. 
In  a  cabin  on  a  mountain. 


It's  quite  possibly  the  biggest  thing  we've  built  yet. 


The  Portege  1  ;  iOOCTis 
Toshiba  s  smallest,  lightest 
lor  notebook  c  omputer 


In  Touch  with  Tomorrow 

TOSHIBA 
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DEALMAKERSI 


PATRICELLI  MADE 
"A  TERRIFIC 
STRATEGIC  MOVE 


Value  Health  takes  in  $1  billion  serving  neglected  markets 


The  framed  pink  slip  hangs  proudly 
on  Robert  E.  Patricelli's  office  wall. 
As  he  sees  it,  the  elimination  of 
his  job  in  a  1986  reorganization  at  CIGNA 
Corp.  may  have  been  the  best  thing  that 
ever  happened  to  him.  It  cleared  the 
way  for  the  53-year-old  executive  to  cap- 
italize on  an  idea  he  had  broached  with 
the  insurer  right  before  leaving:  Start  a 
specialty  managed-care  business  to  focus 
on  neglected  niche  markets  such  as  pre- 
scription drugs,  workers'  compensation, 
and  mental  health,  cigna  had  turned 
down  the  idea,  preferring  to  focus  on 
its  core  health  business. 

CIGNA's  loss  has  been  Patricelli's  gain. 
By  buying  and  combining  usually  small, 
regional  players  and  offering  their  ser- 
vices nationwide,  Patricelli  has  built  Val- 
ue Health  Inc.'s  revenues  to  almost  $1 
billion.  The  Avon  (Conn.)  company  has 
achieved  a  70%  annual  growth  rate  over 
the  past  three  years,  and  its  stock  is 
up  450%  since  it  went  public  in  1991. 
"Bob  Palricelli  just  had  a  lot  of  fore- 
sight," says  Edward  C.  Bessey,  vice- 


chairman  of  drugmaker  Pfizer  Inc., 
which  has  entered  into  a  joint  venture 
with  Value  Health.  "It  was  a  terrific 
strategic  move." 

When  Patricelli  hit  the  streets  in  1986, 
he  didn't  need  to  do  a  hard  sell.  He  had 
a  stellar  track  record,  having  built 
CIGNA's  health  maintenance  organization 
business  into  a  big  moneymaker.  Past 
government  positions,  such  as  Deputy 
Under  Secretary  at  the  Health,  Educa- 
tion &  Welfare  Dept.,  gave  him  access 
to  policymakers.  Armed  with  a  two-page 
business  plan  that  didn't  even  have  fi- 
nancial projections,  he  quickly  persuaded 
investment  banker  E.  M.  Warburg,  Pin- 
cus  &  Co.  to  pony  up  $30  million. 

Working  out  of  a  bedroom  in  his  West 
Simsbury  (Conn.)  home,  Patricelli  made 
his  first  purchase  in  1987,  buying  40%  of 
American  Psych  Management  Inc.  for  an 
undisclosed  amount.  Since  then,  he  has 
bought  18  other  companies.  "We  move  a 
lot  faster  than  our  competitors,"  he  says. 
Recent  forays  include  a  deal  with  Pfizer 
to  create  a  company  to  test  managed 


care  in  high-cost  ailments  such  as  ca 
diabetes,  and  heart  disease.  As  pa 
the  deal,  Pfizer  will  sell  drugs  to  \ 
Health's  pharmacy  management 
ness  at  a  discount.  Also  in  May,  Pat 
li  purchased  Community  Care  Net 
Inc.,  a  managed-care  workers'  comp 
tion  company,  for  $40  million. 
rare  insight.  Value  Health  has  be 
a  major  force  in  its  markets.  Valu 
havioral  Health,  a  provider  of  man 
care  mental-health  services,  is  the 
est  such  supplier  in  the  nation,  cov 
14  million  people.  Another  big  m( 
maker  is  Value  Rx,  a  prescription 
management  unit  that  provides  ■< 
60%,  or  $530  million,  of  the  corporal 
revenues.  Other  subsidiaries  aren 
big  but  play  vital  roles.  Lewin-VHI 
ue  Health's  Washington-based  policy 
suiting  company,  was  hired  by  the 
gressional  Budget  Office  to  do  the 
independent  review  of  the  financia 
pact  of  the  Clinton  health-care  plan, 
ing  the  firm  an  insight  into  refon 
forded  few  others. 

Also  impressive  is  Value  Hea 
client  list.  It  includes  some  of  th< 
tion's  largest  corporations,  such  as  1 
Chrysler,  and  United  Technologies, 
big  insurers,  such  as  Prudential  Ii 
ance  Co.  of  America,  often  subcon 
to  Value  Health. 

Although  the  company's  growth 
is  likely  to  slow  from  70%  to  40%  foi 
next  two  years,  Wall  Street  is  bu!$ 
The  company  "more  than  meets  | 
lysts'  expectations  every  quarter,"! 
Gary  L.  Pilgrim,  president  of  PikJ 
Baxter  &  Associates,  a  money  man| 
holding  4%  of  Value  Health's  stock.1 

Are  there  any  clouds  on  the  horiiJ 
One  big  issue  is  increased  competiti< 
the  prescript  ion-drug  management 
ness.  But  analyst  Ken  Lauden  of  IV 
gomery  Securities  says  there's  roo 
Value  Health  to  grow,  since  its  $1  b 
in  revenue  is  only  a  tiny  fraction  o 
$220  billion  health-care  bill  in  its  t 
areas.  And  Value  Health  says  t 
could  be  $1  billion  in  revenue  in  cil 
selling  services  to  clients.  If  that's  3 
the  company  may  become  somethir  \ 
an  oxymoron:  a  giant  niche  player.  1 
By  Chris  Roush  in  Avon,  (x 


BULKING  UP 

NOVEMBER,  1992 

Pays  $44.2  million 
total  for  Complete 
Pharmacy  Network 
and  Stokeld  Health 
Services,  prescription 
drug  management 


companies;  Lewin-ICF, 
a  health-policy  firm; 
and  Wellington  Life 
Insurance. 

JULY,  1993 

Buys  the  Raleigh 
Group,  a  consultant 
to  insurers;  Center  for 
Human  Resources,  an 


employee  assistance 
company;  and  Associ- 
ated Prescription  Ser- 
vices, a  drug 
management  compa- 
ny, for  a  total  of 
$10.2  million. 

DECEMBER,  1993 

Acquires  biggest  com- 


petitor in  the  mental- 
health-benefits  field, 
Preferred  Health  Care, 
for  $400  million. 

MAY,  1994 

Invests  $50  million  in 
a  joint  venture  with 
drug  giant  Pfizer  to 
develop  a  separate 


disease  management 
company.  Buys  Com- 
munity Care  Networl 
Inc.,  the  country's 
largest  managed-car 
workers'compensatio 
company,  for  $40 
million. 

DATA:  COMPANY  REPORTS 
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A  car's  past  speaks  volumes  about  its 
v. ,  future.  The  more  impressive 

m    the  credentials,  the  better 
|f  the  likelihood  it  will 
perform  its  appointed  tasks. 
Built  In  America**  Consider,  then, 

the  credentials  of  the  Toyota  Camry. 

To  borrow  from  the  language  of  resumes, 
it  comes  highly  recommended.  Automobile 
Magazine*  has  called  the  XLE  V6  "the  best  car 
built  in  America."** 


paramount.  Which  is  why  a  passenger-side  air 
bag^  has  been  added  for  1994.  So  now  both 
driver  and  passenger  can  feel  that  additional 
measure  of  security.  Naturally,  safety 
credentials  like  side-door  impact  beams  are 
built  into  every  Camry,  and  available  Anti-lock 
Brakes  provide  enhanced  control  under  even 
the  most  challenging  conditions. 

A  more  powerful  V6  engine  is  available, 
with  188  horsepower,  allowing  you  to  work 
effortlessly  through  the  demands  of  highway 


If^bu  Could  Interview^kbur  Car, 
What  ^Xfould  Its  Resume  Look  Like? 


Built  in  America,  by  Americans.  In 
Georgetown,  Kentucky,  to  be  more  precise. 
As  for  on-the-job  performance, 
Camry  is  known  for  working  well 
with  others.  It  not  only  has  room 
for  five  adults,  its  interior  amenities 
offer  a  level  of  comfort  and  luxury 
normally  reserved  for  far  more 
expensive  cars. 

Of  course  safety  on  the  job  is 


driving.  Or,  should  you 
choose,  simply  put  it 
all  behind  you. 

May  we  suggest 
you  pencil  in  a  test  drive 
soon?  Call  1-800-GO-TOYOTA       Dt<«1  Air  Bags' 
for  a  brochure  and  location  of  your  nearest 
dealer. 

You'll  find  the  Toyota  Camry  even  more 
impressive,  one  on  one. 


Rave  Reviews 


®  TOYOTA  Camry 

"I  love  what  you  do  for  me" 


Juckle  Up!  Dc  11  for  those  who  love  you  ''Automobile  Magazine,  September  1992  "Most  Camrys  are  built  in  the  U  S  tAlways  use  your  seatbelt  Driver-  and  passenger-side  air  bag 
Supplemental  Restraint  System  (SRS)  Shown  with  optional  equipment  ©1994  Toyota  Motor  Sales,  USA.  lnc 
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BY  GENE  G.  MARCIAL 

HANOVER : 
A  MAIL-ORDER 
BARGAIN? 


The  catalog  business  is  sizzling, 
and  several  Street  pros  are  bet- 
ting that  Hanover  Direct  will 
catch  fire  before  long.  The  company, 
formerly  the  famous  automat  chain  of 
Horn  &  Hardart,  sold  its  restaurant 
business  in  1992  and  has  emerged  as 
the  nation's  sixth-largest  mail-order 
marketer.  Sales  are  expected  by  some 
pros  to  hit  $1  billion  next  year,  up 
from  1994's  projected  $800  million. 

Hanover's  stock,  which  reached  TA 
in  mid-March,  has  sagged  to  5%..  But 
some  value  investors  have  been  buying 
in.  "Hanover  offers  one  of  those  rare 
opportunities  where  you  can  make 
three  to  four  times  your  money  in  two 
or  three  years  max,"  says  investment 
manager  Mark  Boyar,  who  takes  large 
positions  in  companies  with  shares  sell- 
ing below  the  intrinsic  value  of  their 
assets.  One  such  value-stock  winner 
that  Boyar  caught  early  was  Compaq 
Computer,  which  had  traded  as  low  as 
27  a  share  in  1992;  it's  now  at  118. 

Boyar  believes  Hanover,  which  sent 
out  322  million  catalogs  last  year,  has  a 
good  shot  at  becoming  the  nation's 
leading  direct-mail  specialty  retailer 
for  one  particular  reason:  It  recently 
agreed  to  a  joint  venture  with  Sears 
Roebuck  to  produce  catalogs  for  Sears' 
23  million  mail-order  customers. 

Together  with  Hanover's  own  19  mil- 
lion customers,  "this  Sears-Hanover 
project  will  be  a  powerhouse  in  the 
catalog  business,"  says  Boyar.  Hanover 
publishes  14  catalogs  that  offer  more 
than  30,000  items  in  home  furnishings, 
apparel,  and  general  merchandise. 
HEFTY  DOWRY.  Boyar  sees  much  signif- 
icance in  the  Sears-Hanover  deal, 
which  gives  Sears  an  option  to  buy  as 
many  as  7  million  Hanover  shares  at 
$10.57  apiece  by  1998-provided  the 
joint  venture  achieves  certain  sales 
and  earnings  levels.  Boyar  argues  that 
the  deal  could  lead  to  Sears'  taking  a 
sizable  stake  in  Hanover  once  it  proves 
it  could  be  a  leading  force  in  direct- 
marketing— a  business  Sears  aban- 
doned. Including  the  sales  from  the 
Sears  venture,  Hanover  could  earn  30<t 
a  share  next  year  up  from  1994's  esti- 
mated 19<T,  some  analysts  say.  It  made 
17<t  in  1993. 

With  its  market  capitalization  at 


HANOVER  DIRECT 
IS  PRICED  TO  MOVE 


MAY  31 '94 


DATA.  BLOOMBERG  FINANCIAL  MARKETS 


roughly  one-half  of  Hanover's  projected 
1995  revenues— "and  with  the  compa- 
ny's excellent  growth  potential— Han- 
over is  undervalued  both  as  a  growth 
and  value  stock,"  says  Boyar. 


TUNED  IN  TO 

A  COMEBACK  OF  CBs 


■  t  has  not  all  been  plain  sailing  for 
I  Cobra  Electronics,  a  major  design- 
H  er,  maker,  and  wholesaler  of  such 
consumer  products  as  cordless  phones 
and  radar-detection  devices.  So  its 
stock  has  gone  nowhere— trading  on 
NASDAQ  at  2Vi  to  3  since  early  last  year. 
But  some  pros  who  have  been  buying 
insist  the  stock  is  finally  ready  to  make 
its  move.  What's  the  scoop? 

"Cobra  will  be  an  easy  double  this 
year,"  says  Michael  Connor,  a  hedge- 
fund  manager  at  Fahnestock,  "because 
its  several  years  in  the  red  will  be  fi- 
nally behind  it."  Cobra  lost  70<£  a  share 
on  sales  of  $98  million  in  1993.  It  lost 
$1.39  on  sales  of  $117  million  in  1992. 

But  "evidence  of  a  meaningful  turn- 
around has  showed  up  in  the  three 
most  recent  quarters,"  insists  Connor. 
He  expects  Cobra  to  be  in  the  black 
throughout  1994,  with  earnings  of  40<T 
a  share  for  the  year— considerably 
more  than  Value  Line's  10<P  estimate. 
Connor  is  even  more  bullish  for  1995: 
He  sees  Cobra  making  at  least  60$. 

The  big  reason  behind  Cobra's  ex- 
pected snapback,  apart  from  cutting 
costs  and  disposing  of  unprofitable  op- 
erations, is  the  resurgence  in  the  ap- 
peal of  citizens  band  radios  (CBs),  which 
have  been  its  biggest  moneymaker. 

"Demand  for  CBs  has  come  back  in  a 


big  way,"  notes  Jerome  Ballan,  an| 
vestment  strategist  at  Fahnestock.! 
explains  that  the  surge  in  popularitj 
cellular  has  revived  interest  in 
He  argues  that  CBs  are  a  cheaper 
to  communicate— for  kids  and  ad^ 
alike.  "People  now  find  it  fun  to 
through  CBs  vs.  more  expensive  cej 
lar  phones,"  says  Ballan.  Among 
bra's  hot  sellers  are  a  cordless  phi 
without  an  antenna  called  Cobra  [ 
tenna  and  radar  and  laser  detect! 
called  the  Cobra  Trapshooter. 


THERE  MAY  BE  GOL 
IN  THESE  MINES 


Most  gold  stocks  have  retrd 
ed  from  their  highs  afte 
sharp  runup  earlier  in 
year.  "Gold  will  have  to  break  out  d 
sively  above  the  pivotal  price  of  $ 
an  oz.  for  the  precious-metal  stock 
challenge  their  recent  highs,"  says 
vestment  adviser  Charles  LaLog 
But  he's  a  bull  on  gold  stocks,  none 
less,  because  he  believes  the  "vsr 
ness  of  the  bond  markets  worldwid 
giving  the  financial  markets  the 
sage  that  inflation  will  be  the  big  p 
lem  ahead." 

He  has  been  buying  gold  shares, 
one  stock  that  has  intrigued  hi 
virtually  unknown— Glamis  Gold,  a 
Board  stock  that  has  fallen  from  8 
January  to  5:X  in  early  May.  Si 
then,  it  has  edged  up  to  IVs. 

This    underfollowed,  Vancouv 
based,  low-cost-mining  company  o~ 
ates  three  gold  mines  in  Californi 
and  is  making  money.  Analyst  V" 
Fathi  of  Kemper  Securities  expe 
Glamis  to  earn  30<£  a  share  this  y 
and  36<f  next  year,  up  from  last  ye 
5<F.  Already,  Glamis  has  earned  25<Pl 
the  first  nine  months  of  the  year.  G| 
output  in  the  third  quarter  soait 
nearly  70%,  to  27,793  oz.  The  compas 
has  told  him  that  its  Picacho  Miner 
California's  Imperial  County  has  upf 
1.1  million  ounces  of  gold,  although  te 
company  has  not  yet  included  thc| 
figures  in  its  proven  or  probable 
serve  numbers.  LaLoggia  notes  tilt 
the  company  also  has  four  propertiesri 
Mexico  that  he  expects  will  doulE 
Glamis'  gold  reserves  within  a  year 
On  its  own  steam,  Glamis  stoi 
should  climb  to  10  this  year,  says  P- 
Loggia.  But  if  the  price  of  gold  dim- 
to  $410  an  oz.,  he  sees  the  stock  hittie 
15.  One  gold  bull,  CBS  Chairman  al 
CEO  Laurence  Tisch,  owns  about 
of  the  stock,  notes  LaLoggia. 
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Now's  the  time  to  get  a  company  team 
together  and  enter  the  largest  race  of  its  kind. 
You'll  not  only  be  promoting  fitness,  but  be 
helping  all  who  rise  to  the  challenge  realize  a 
sense  of  team  spirit  and  self-achievement. 

The  Chemical  Bank  Corporate  Challenge 
is  open  to  full-time  employees  of  corporations, 
businesses  and  financial  institutions.  For  more 
information,  write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street,  16th  Floor, 
New  York,  NY  10017.  Fix:  (212)  557-3799. 
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TELECOMMUNICATIONS  I 


:  ATTACKING 
ALL  FRONTS 


It's  expanding  overseas  and  taking  on  the  Baby  Bells  at  home 


For  a  quarter  of  a  century,  MCI 
Communications  Corp.  has  succeed- 
ed with  a  single,  simple  strategy: 
kicking  industry  giant  AT&T  in  the  shins 
and  grabbing  whatever  chunks  of  the 
long-distance  phone  business  drop  out  of 
its  hands.  The  David  vs.  Goliath  shtick, 
combined  with  MCl's  savvy  marketing, 
has  enabled  it  to  grow  from  a  small 
microwave  communications  operator 
serving  two  cities  into  a  $12  billion  cor- 
poration with  20%  of  the  $60  billion 
long-distance  market.  Its  success  has 
prompted  some  rivals  to  say  that  MCI 
really  stands  for  "Money  Coming  In." 

But  going  into  the  multimedia  future 
of  global,  deregulated  telecommunica- 
tions, MCI  will  have  to  take  on  a  lot 
more  than  AT&T  to  keep  the  money 
coming  in.  The  traditional  lines  between 
long  distance,  local  phoning,  cable  TV, 
and  wireless  are  collapsing.  Congress 
is  poised  to  pass  legislation  to  let  the 
seven  well-heeled  Baby  Bells  into  long 
distance.  Long-distance  laggard  Sprint 
Corp.  suddenly  looks  formidable:  its 
proposed  $20  billion  merger  with  Elec- 
tronic Data  Systems  Inc.  could  produce 
an  Info  Highway  powerhouse. 
VAGUE  DETAILS.  MCl's  response?  Do  unto 
the  competition  first.  "We  really  need  to 
reposture  this  company  into  a  leader- 
ship role,  not  a  following  role,"  says 
mci  Chairman  Bert  C.  Roberts  Jr.  To 
get  out  in  front,  Roberts  now  wants  to 
reengineer  the  entire  company  accord- 
ing to  a  grand  plan  he  has  dubbed  net- 
workMOI.  Unveiled  in  January,  net- 
workMCI  is  a  $20  billion,  six-year  make- 
over aimed  at  weaving  together  the 
company's  existing  long-distance  voice 
and  data  services  with  a  new  local- 
phone  network  and  the  latest  in  digital 
wireless  services.  Roberts  describes  the 
plan  as  "the  sum  of  all  the  plans  and 
opportunities  we  have  in  the  new, 
emerging  markets." 

What  does  it  all  mean?  Many  of  the 
details  remain  vague,  but  the  overall 
thrust  is  to  position  MCI  as  a  leader  in 
the  world  of  futuristic  communications. 
In  a  series  of  corporate  image  ads— a 


first  for  MCI— Oscar-winning  child  ac- 
tress Anna  Paquin  suggests  some  far- 
out  possibilities  for  MCl's  brave  new 
telecommunications  world.  And  the  usu- 
ally outspoken  Roberts  gets  a  bit  Zen- 
like when  describing  his  new  direction. 
He  says  he  wants  the  company  to  emu- 
late the  osprey  that  dive  for  fish  near 
his  Chesapeake  Bay  home.  "You  try  and 
come  up  with  a  strategy  that  is  based 
on  what's  going  to  happen— not  what 
is  happening,"  Roberts  explains.  "If  the 
bird  is  going  to  catch  a  fish,  he  can't  go 
to  where  he  sees  the  fish  now.  He  has 
to  anticipate  where  the  fish  is  going." 

The  analogy  is  lost  on  some.  "MCI  is 
embarking  on  a  strategic  vision  where 
the  endpoints  aren't  clear,"  warns  S.  G. 
Warburg  &  Co.  analyst  William  N. 
Deatherage.  For  now,  he  rates  AT&T 
and  Sprint  stock  as  buys  and  MCI  as 
a  hold. 

Still,  some  parts  of  the  master  plan 
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_J  In  February,  MCI  annou 
to  buy  a  17%  stake  in  Nextel  Corr 
tions,  a  leading  provider  of  specie 
mobile  radio  services  that  is  buildi 


SPRINT  OTHER 

L  COMMUNICATIONS  COMMISSION 


MCI 

PERCENT  A 


tionwide  digital  network  for  voice  V 


MCI  Metro,  annou 
January,  is  a  planned  $2  billion  fit|'  - 
phone  network  that  will  bypass  lo< 
phone  companies. 
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are  clear:  MCI  wants  to  move  aggres- 
sively into  services  and  geographic  mar- 
kets that  offer  greater  growth  and  earn- 
ings potential  or  boost  long-distance 
profits.  For  instance,  the  company  plans 
to  spend  $2  billion  of  networkMCl's  $20 
billion  budget  to  build  local-phone  net- 
works in  20  cities  over  the  next  few 
years— with  an  ultimate  goal  of  provid- 
ing local  service  in  200  cities  by  the 
year  2000.  In  February,  it  jumped  into 


the  booming  market  for  wireless 
and  data  networks  by  paying  I 
for  a  17%  stake  in  Nextel  Commin 
tions  Inc.,  which  plans  to  build  a 
tional  wireless  digital  network  thaj 
will  market.  And  it's  about  to  s; 
$150  million  for  a  stake  in  In-F 
Phone,  which  has  contracts  to  op<| 
air-to-ground  phones  on  Continental) 
USAir  (box). 

MCI  is  on  the  move  on  the  intdi 
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INFORMATION  PRO* 


...AS  IT  LOOKS  ABROAD 
FOR  FUTURE  GROWTH 

irtnership  with  Stentor,  the  long-distance  arm  of  the 
shone  companies,  to  develop  high-speed  digital 
king  U.S.  and  Canada. 

tish  Telecom  plans  to  buy  a  20%  stake  in  MCI  for 
i.  The  two  companies  will  form  a  joint  venture  to  sel 
/ork  services. 

•tnership  with  banking  group  Grupo  Financiero 
iccival  to  enter  burgeoning  Mexican  long-distance 
ACI  will  invest  $450  million  over  several  years. 

DATA:  BUSINESS  WEEK,  MCI  COMMUNICATIONS  CORP. 


front  as  well.  It  has  forged  a  key 
;ic  link  with  British  Telecommuni- 

PLC,  which  agreed  a  year  ago  to 
31  $4.3  billion  for  a  20%  stake  in 
npany.  In  Mexico,  MCI  has  formed 

venture  with  Grupo  Financiero 
>ex-Accival,  a  financial  syndicate 
;ants  to  challenge  the  established 
n  phone  company.  North  of  the 
, ,  MCI  is  joining  forces  with  Sten- 
Danadian  phone  company  group, 


to  create  a  digital  network 
that  will  link  the  U.  S.  and 
Canada. 

The  few  pieces  of  net- 
workMCi  that  are  well  de- 
fined are  not  without  po- 
tential problems.  Ultimately, 
the  joint-venture  with  BT  is 
expected  to  win  Federal 
Communications  Commis- 
sion approval.  But  Wash- 
ington has  slowed  the  deal 
by  using  the  approval  pro- 
cess to  exact  further  con- 
cessions from  the  British 
on  opening  their  telephone 
markets.  The  Mexico  deal 
has  numerous  regulatory  is- 
sues outstanding  as  well, 
and  MCI  will  have  to  com- 
pete for  licenses  there  with 
several  well-heeled  compet- 
itors, notably  Bell  Atlantic 
Corp. 

MCl's  wireless  move  may 
be  one  of  its  biggest  gam- 
bles. MCI  had  been  slow  to 
move  into  wireless,  an- 
nouncing its  Nextel  pur- 
chase a  year  after  Sprint 
bought  the  nation's  ninth- 
largest  cellular  carrier,  Cen- 
tel,  for  $4.5  billion  and  six 
months  after  AT&T  laid 
plans  to  acquire  McCaw 
Cellular  Communications, 
the  largest  cellular  phone 
operator,  for  $12.6  billion. 
NO  letup.  MCl's  stake  in 
Nextel  is  not  quite  on  the 
same  scale.  What's  more, 
Nextel's  specialized  mobile 
radio  (SMR)  technology, 
which  has  been  used  main- 
ly as  a  two-way-radio  dis- 
patch service,  is  just  now 
being  rolled  out  as  an  all- 
digital  competitor  to  cellu- 
lar calling.  So  far,  the  sys- 
tem is  only  up  in  Los 
Angeles.  Nextel  must  still 
build  a  coast-to-coast  net- 
work and  market  the  ser- 
vice, a  project  that  the 
company  says  will  take  two 
years. 

While  mci  attempts  to 
get  its  new  ventures  off 
the  ground,  it  can't  afford  to  let  up  in 
long  distance,  where  it  gets  virtually 
all  its  revenues.  For  now,  the  picture  is 
encouraging.  MCI  has  recovered  from  a 
nosedive  in  1990,  when  its  profits  and 
stock  price  dropped  by  half  after  a  re- 
structuring and  intensified  competition 
from  AT&T.  MCI  clawed  its  way  back 
with  the  help  of  the  hugely  successful 
Friends  &  Family  discount  program, 
which  has  boosted  its  long-distance  busi- 


DIALING  INTO 
FLYING  PHONES 


Where  will  the  networkMCl 
plan  take  the  No.  2  long-dis- 
tance company  next?  How 
about  aloft?  This  month,  MCI  plans  to 
announce  a  deal  to  pay  more  than  $150 
million  for  an  unspecified  stake  in  In- 
Flight  Phone  Corp.,  a  private  company 
providing  air-to-ground  phone  service. 
"We  need  to  get  up  in  the  skies,  be- 
cause that's  where  our  customers  are," 
says  MCI  President  Gerald  H.  Taylor, 
who  confirms  the  negotiations. 

Analysts  say  the  deal,  which  re- 
unites In-Flight  Chairman  John  D. 
Goeken  with  MCI,  the  company  he 
founded  in  1968,  should  benefit  both 
sides.  In-Flight,  based  in  Oakbrook 
Terrace,  111.,  needs  a  deep-pocketed 
backer  that  can  boost  its  credibility 
with  airlines.  And  MCI  gets  into  a 
market  that's  expected  to  go  from 
less  than  $100  million  now  to  $1  billion 
by  the  year  2000. 

The  proposed  deal  has  already  paid 
off.  In-Flight  had  been  vying  with  Mc- 
Caw Cellular  Communications'  Clair- 
com  unit  to  sign  up  Continental  Air- 
lines, which  was  wary  of  In-Flight's 
small  size.  MCI  was  hesitant  to  invest 
unless  In-Flight  landed  a  big  custom- 
er. Finally,  MCI  agreed  to  buy  the 
stock,  and  In-Flight  got  the  contract 
for  Continental's  360  planes. 

In-Flight,  whose  phones  are  con- 


THE  MARKET  MAY  HIT  $1  BILLION  BY  2000 


nected  to  screens  for  receiving  ser- 
vices such  as  e-mail,  has  1,000  planes 
under  contract,  compared  with  1,700 
for  GTE  Airfone  Inc.  and  1,485  for 
Claircom.  But  the  business  will  be  up 
for  grabs  when  current  contracts  ex- 
pire. That  gives  MCl's  marketeers  time 
to  do  their  thing— Friends  of  Frequent 
Flyers,  perhaps? 

By  Mark  Lewyn  in  Washington 
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ness  by  $1.2  billion  annually.  The  com- 
pany says  its  recent  1-800-COLLECT  cam- 
paign has  snagged  an  even  larger  mar- 
ket-share gain  in  the  $3  billion 
collect-call  arena  (box).  Warburg's 
Deatherage  expects  revenues  to  rise 
14%,  to  $13.5  billion,  in  1994,  more  than 
twice  the  industry  average.  And  he  es- 
timates that  earnings  could  hit  $914  mil- 
lion this  year,  up  25%  from  the  $731 
million  before  extraordinary  charges 
earned  in  1993. 

But,  in  the  end,  long  distance  is  still 
a  commodity— a  phone  minute.  And  rev- 
enues per  minute  keep  dropping,  which 
means  that  new  ways  must  be  found 
to  cut  costs.  That's  where  MCI  hopes 
its  new  local-calling  business  can  pay 


off  quickly.  Part  of  the 
76%  jump,  to  $8  billion, 
in  the  company's  capital- 
spending  plan  will  go  to 
creating  local  fiber-optic 
systems  in  New  York, 
Los  Angeles,  and  other 
major  cities.  The  new  ca- 
bling, using  rights-of-way 
purchased  from  Western 
Union  Corp.  four  years 
ago,  will  allow  MCI  to 
connect  directly  to  big 
long-distance  customers,  bypassing  the 
local  Baby  Bell's  network  and  avoiding 
access  charges.  The  potential  savings 
are  immense:  MCI  paid  local  carriers 
$5.6  billion  last  year— or  47<P  of  every 


STEADY  GROWTH 


'90    '91  '92 
BILLIONS  OF  DOLLARS 

DATA:  MCI,  MERRILL  LYNCH  8  CO. 


dollar  it  brought  in 
access  charges. 

If  going  into  local 
vice    makes  finai 
sense,  MCl's  move  c  »»l 
seas  makes  even  m 
The  domestic  long 
tance  market  is  gro^ 
by  only  5%  a  year, 
international  callin 
soaring  at  triple 
rate.  A  critical  pai 
MCl's  international  g 
plan  is  the  NAFTA  market.  Many  oi 
company's  existing  customers  hav< 
up  shop  in  Mexico  and  Canada  to 
advantage  of  the  North  American 
Trade  Agreement,  and  MCI  want! 
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MCI  COLLECTS  ON  1-800  C-O-L-L-i-C-T 


iwillse 


Two  years  ago,  the  collect-call  mar- 
ket was  an  unchallenged  $3  bil- 
lion-a-year  mother  lode  for  AT&T. 
Most  collect  calls  are  made  from  pay 
phones,  and  AT&T  had  long-term  con- 
tracts with  stores,  airports,  and  hotels 
with  pay  phones.  Snagging  consumers 
seemed  unlikely:  People  were  accus- 
tomed to  dialing  0  and  the  number 
they  wanted,  which  kept  them  with 

AT&T. 

But  in  early  1993,  MCI  Commu- 
nications Corp.  became  intrigued 
by  the  untapped  possibilities  of 
this  market.  Now,  after  a  year  of 
watching  MCI  grab  collect  callers, 
even  AT&T  admits  that  their  ri- 
val's 1-800-COLLECT  campaign 
caught  the  giant  napping.  "They 
moved  aggressively  and  quickly 
in  a  part  of  the  market  that  had 
not  been  focused  on,"  says  Jack 
McMaster,  AT&T's  director  of  con- 
sumer-product marketing. 
double  rates.  MCl's  collect-calling 
coup  illustrates  the  company's  abil- 
ity to  move  swiftly  and  craft 
shrewd  sales  campaigns— tactics 
that  will  come  in  handy  as  its  am- 
bitions expand.  1-800-COLLECT 
went  from  conception  to  launch 
in  just  11  weeks,  starting  with  market 
research  that  pointed  up  the  opportu- 
nity: Collect  calling  prices  remained 
relatively  high  because  57%  of  such 
calls  come  from  pay  phones  that  are 
under  long-term  contracts  with  AT&T  or 
other  carriers.  A  10-minute  collect  call 
could  cost  from  $4  to  $6.25,  depending 
on  where  and  when  you  call— twice  di- 
rect-dial rates. 

The  conventional  wisdom,  though, 
was  that  the  caller  didn't  care  about 


cost  because  the  other  person  footed 
the  bill.  But  MCI  research  found  that  of 
the  300  million  collect  calls  placed  an- 
nually, 24%  are  military  personnel  call- 
ing home,  33%  are  children  calling 
home,  and  70%  of  callers  are  under 
30.  That  suggested  that  families  might 
urge  relatives  to  use  a  discount  plan. 

MCI  Chairman  Bert  C.  Roberts  Jr. 
approved  the  idea  the  day  it  was  pre- 
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THE  NUMBER  WAS  REALLY  IMPORTANT" 


sented.  The  first  task  for  MCI  market- 
ing mavens  was  finding  an  easy  alter- 
native to  dialing  0  and  the  number. 
"We  knew  the  number  was  really  im- 
portant," says  Angela  O.  Dunlap,  pres- 
ident of  consumer  markets  for  MCI. 
The  answer:  1-800-collect.  It's  easy  to 
recall,  and  it  bypasses  the  carriers  that 
have  contracts  with  pay-phone  own- 
ers. MCI  also  lopped  rates,  by  as  much 
as  44%  off  AT&T's  operator-assisted 
rates.  MCI  decided  not  to  mention  its 


name,  so  no  one  would  think  only 
subscribers  could  use  the  service, 
nally,  ads  targeted  young  audienc 
Biplanes  with  1-800-COLLECT  flew  ofki. 
beaches,  and  television  ads  feature  ] 
vid  Letterman  straight  man  La: 
"Bud"  Melman. 

At  first,  AT&T  dismissed  the  efft 
But  by  September,  the  industry  lea- 
was  pushing  1-800-OPERATOR.  F< 
months  later,  AT&T  had  to  sts 
over.  It  turned  out  that  MCl's  da.  Ti 
sion  not  to  mention  its  name  mn  v 
been  a  master  stroke.  AT&T 
search  showed  that  50%  of  th< 
calling  the  MCI  number  had  I 
sumed  it  was  run  by  AT&T.  Its 
searchers  also  were  dismayed  i 
learn  that  lots  of  callers,  instead 
dialing  OPERATOR,  punched  in 
800-OPERATER.  And  that,  unfon 
nately,  is  an  MCI  toil-free  numb 
MCI  says  it  swept  up  a  few  hi 
dred  thousand  dollars  in  mistali 
calls  as  a  result.  In  March,  A1 
started  over  with  1-800-CALL-A 

Meanwhile,  MCI  has  made  in, 
roads.  The  company  isn't  be; 
specific,  and  independent  numb- 
are  hard  to  come  by,  but  f 
claims  its  market-share  gains i 
collect-calling  exceed  the  two  point;) 
market  share  that  Friends  &  Fan.1 
snared  in  long-distance.  A  year  a) 
AT&T  held  75%  of  the  collect  mark 
MCI  had  11%,  and  Sprint  5%.  MCI  s 
18  million  U.  S.  homes  received  at  k 


- 


one  collect  call  via  its  800-numben 
the  program's  first  year,  up  from  • 
million  collect  calls  through  MCI  k 
year  before.  That's  something  to  I 
home  about. 

By  Mark  Lewyn  in  Washing  ' 

 .  
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'  them  there.  Once  networks  in 
;o  and  Canada  are  in  place,  MCI 

to  create  a  three-country  mar- 
>r  long-distance  that  can  offer  ser- 

such  as  Friends  &  Family 
|hout  North  America. 
IVALS.  Hence  the  deal  with  Bana- 
which  has  a  private  network  that 
its  650  branch  offices  throughout 
o.  MCI  plans  to  invest  $150  mil- 
i  1994  and  $300  million  more  over 
;xt  several  years  for  a  45%  stake 
loint  venture  with  Banamex  to 
a  public  network  to  250  cities, 
nunications  between  the  U.  S.  and 
3  are  going  to  explode,"  says  MCl's 
trategist,  Richard  T.  Liebhaber.  "I 
be  there." 

3  summer,  the  Mexican  govern- 
plans  to  grant  as  many  as  six  li- 

for  long-distance  competition,  to 
n  August,  1996.  "We're  confident 
re  will  get  one,"  says  Manuel  Me- 
i  lora,  deputy  president  of  Banco 
lal  de  Mexico.  The  venture  will 
irmidable  competition,  however. 
)ctober,  Bell  Atlantic  agreed  to 

billion  to  buy  42%  of  Grupo  Iusa- 
lexico's  second-biggest  cellular 

ay- 
is  hoping  its  alliance  with  BT  will 
.  a  lot  more  international  clout. 
11  market  services  in  North  and 
America,  while  BT  will  get  the 
the  globe.  Roberts  says  the  part- 
i  *e  talking  to  Japan's  Nippon  Tele- 
&  Telephone  Corp.  about  joining 
ature  to  market  to  the  Far  East, 
le  all  of  these  deals  are  going 
MCI  is  trying  to  hang  on  to  the 
sive  style  that  got  it  where  it  is. 
id  a  bureaucratic  culture,  execu- 
ecently  rejected  plans  to  central- 
Tations  around  Washington  on  a 
campus.  "It  could  have  saved  us 
s,"  says  MCI  President  Gerald  H. 
.  "But  what  will  you  give  up? 
begin  to  think  they  work  at  a 

*e's  little  danger  of  that.  Free- 
ng  and  fast  remain  the  watch- 
One  recent  example:  When  re- 
showed  that  60%  of  frequent 
is  travelers  have  missed  a  child's 
iy  and  40%  have  missed  a 
's  birthday  or  a  wedding  anni- 
y,  MCI  quickly  launched  "Guilt 
a  campaign  to  shame  travelers 
ling  every  night  from  the  road— 
,  naturally. 

big  question,  of  course,  is  wheth- 
3  $20  billion  gamble  will  pay  off. 
salesmanship  will  help,  as  will 
fj  iable  record  in  the  giant-slaying 
Bment.  But  MCI  will  need  to  be 
pV  dian  feisty  and  fast  to  make 
fm  is  grand  vision  come  true. 
Hj'far/c  Lewyn  in  Washington,  with 
19  reports 
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For  a  brilliant  celebration 
of  your  loving  marriage. 

Diamond  center  stone  of  2.00  carats. 

For  the  jeweler  nearest  you  call  1-800-227-6828.  A  diamond  isjbrever. 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  (800)  327-8585  and  ask  for  our  International  Corporate  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 
(800)  327-8585 

NORTH  AMERICA:  VANCOUVER ,  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM.  HAWAII .  PACIFIC:  AUCKLAND,  GOLD  COAST.  VANUATU, 
PALAU.  ASIA:  HONG  KONG.  SINGAPORE.  KUALA  LUMPUR.  JOHOR  BAHRU.  PANGKOR.  JAKARTA .  DHAKA.  WUXi.  NARITA 
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VICE-CHAIRMAN  WILSON  (CENTER): 
DON'T  LISTEN  TO  THE  CASSANDRAS 


HIGH  SPIRITS, 
HEAVY  WEATHER 


TWA's  employee  buyout  has  lifted  morale — but  not  the  bottom  line 


When  it  comes  to  morale,  few 
airlines  can  match  the  enthu- 
siasm of  TWA's  employee  own- 
er's. After  trading  45%  of  the  once-bank- 
rupt airline's  stock  for  wage  concessions 
last  November,  Trans  World  Airlines 
Inc.'s  employees  collected  $14,800  among 
themselves  to  pay  for  two  billboards  in 
Kansas  City  proclaiming:  "We  are  TWA 
and  we  are  back." 

But  if  this  experiment 
in  employee  ownership 
has  done  wonders  for 
morale,  it  hasn't  done 
much  for  TWA.  The  St. 
Louis-based  carrier  is 
stuck  with  $1.8  billion  in 
long-term  debt.  Its  cash 
reserves  are  down  to 
$134  million.  Manage- 
ment has  waffled  on  a 
key  marketing  strategy. 
Adding  to  the  confusion 
is  the  recent  exit  of 
three  senior  executives. 

Now  TWA's  vice-chair- 
man, Robin  H.  H.  Wil- 
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son,  is  hinting  at  layoffs.  In  a  recorded 
message  to  employees  in  May,  he  said 
TWA  is  falling  short  of  its  financial  goals 
for  the  critical  summer  period  and  will 
announce  a  new  wave  of  cost-cutting 
measures.  Only  last  month,  Wilson  said 
he  believed  TWA  could  avoid  layoffs. 

In  fact,  when  competitors  were  slash- 
ing headcounts  in  1993,  twa  added  1,000 
employees,  boosting  payroll  to  26,000. 


TURBULENCE  AT  TWA 


Since  emerging  from  Chapter  1  1  last  November,  the  airline  hasn't 
been  meeting  financial  projections.  Among  its  problems: 

MANAGEMENT  TURNOVER  Three  top  executives  have  resigned  since 
January,  including  Chairman  William  R.  Howard,  Vice-Chairman 
Glenn  R.  Zander,  and  Senior  Vice-President  Robert  B.  Cozzi. 

OVERSTAFFING  While  other  airlines'  workforces  shrank  last  year, 
TWA  added  1 ,000  new  employees.  Despite  wage  concessions,  its  la- 
bor costs  remain  high. 


CONFUSED  STRATEGY  After  removing  seats  to  increase  legroom  and 
promoting  its  Comfort  Class  seating,  TWA  has  added  seats  back  on 
Boeing  747s  to  take  advantage  of  heavy  summer  traffic. 

DATA  BUSINESSWEEK 


"There  is  a  reluctance  to  furlough  a 
employee-owned  airline,"  says  Glen 
Zander,  who  resigned  as  vice-chair 
in  January.  "People  think  they  boi 
their  jobs,  and  they  don't  want  to 
out  differently." 

Small  wonder  that  rivals  and  ana 
say  TWA  still  faces  heavy  weather, 
the  first  quarter  of  1994,  it  lost  $8C 
lion  on  revenues  of  $761  million.  ! 
TWA  emerged  from  Chapter  11  on 
4,  employee  owners  have  seen 
shares  plummet  37%,  to  2>%.  "Basil 
they  have  rearranged  the  deck  I 
on  the  Titanic,"  says  analyst  Kevi 
Murphy  of  Morgan  Stanley  &  Co. 
son,  who  oversees  daily  operations,  < 
ters:  "This  company  has  a  resilience 
people  don't  give  it  credit  for." 
rocky  road,  twa's  woes  have  b 
implications  for  the  airline  indu; 
which  looks  increasingly  to  empl 
ownership  as  a  way  of  reducing  c 
UAL  Corp.,  parent  of  United  Air 
Inc.,  has  agreed  with  its  unions  t( 
change  55%  of  the  company's  share 
wage  and  benefit  concessions.  And 
analysts  believe  Delta  Air  Lines 
and  USAir  Inc.  will  make  similar  d 
But  some  airline  executives,  citing  1 
experience,  say  that  giving  unio 
greater  voice  weakens  managemi 
decision-making  role.  "I  really  feel  1 
we're  doing  at  twa  is  historic," 
ters  William  F.  Compton,  head  of 
pilots'  union  and  a  board  member 
don't  have  anyone  coming  in  and  d 
ing  a  road  map  for  us." 

twa's  employee  shareholders 
traveled  a  rocky  road  since  Ca 
Icahn,  who  bought  it  in  1986,  left 
part  of  the  agreement  to  bring  TW. 
of  Chapter  11,  Icahn  relinquished  o 
ship  and  employees  gave  up  $660  m 
in  wage  concessions  for  45%  of  th 
line's  equity  and  4  of  its  15  board  s 
Creditors  got  most  of  the  remai 
seats  and  the  rest  of  the  equity. 
But  the  board  has  had  trouble  fi 
the  corporate  coc 
William  R.  Howard 
compromise  CEO  c 
date  among  union 
ers  and  creditors,  1 
only  seven  month 
fore  the  board  a 
him  to  step  aside. 
71-year-old  former  c 
man  of  Piedmont 
lines  raised  TWA's  1 
in    September;  t. 
hours  later,  North' 
Airlines  Inc.  annou 
a  fare  cut. 

Howard  was  folk 
out  the  door  the  s 
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i  anon  has  a  vision  of 
i  how  your  office  should 
run  today.  Which  means  it's 
equipped  with  machines  that 
liberate.  Empower.  Increase 
productivity.  And  open  the 
lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  every- 
thing Canon  produces  from 
The  Corporate  Line  of  High 
Volume  Copiers  to  our  Digital 
Color  Copiers  to  our  Laser 
Class  Plain  Paper  Facsimiles. 
And  with  the  introduction  of 


our  Digital  Imaging  Systems,  you 
will  experience  a  whole  new 
world  in  Document  Management 
without  ever  leaving  your  desk. 

With  Canon's  system  solu- 
tions, you  can  create  your  own 
visionary  office  where  simplicity 
and  productivity  coexist  in 
perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you  can't, 
Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 
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day  by  Zander.  Sources  close  to  the 
board  say  the  unions  blocked  his  ap- 
pointment as  ceo  because  of  his  reputa- 
tion as  a  cost-cutter.  In  turn,  creditors 
opposed  Wilson  as  CEO,  thinking  he  was- 
n't tough  enough.  The  board  settled  on 
another  compromise  candidate:  Donald 
F.  Craib  Jr.,  a  TWA  director  and  former 
head  of  Allstate  Insurance  Co.  with  no 
direct  experience  running  an  airline. 

TWA  has  also  vacillated  on  its  mar- 
keting. Its  U.  S.  market  share  has  slid  to 
4.8%  from  11%  in  1988.  For  a  time,  the 
airline  seemed  to  have  a  strategy.  Re- 
naming its  coach  section  Comfort  Class 
in  January,  1993,  TWA  removed  seats  to 
give  passengers  30%  more  legroom  and 
launched  an  ad  blitz,  calling  itself  "The 
Most  Comfortable  Way  to  Fly." 

Business  travelers  cheered.  But  last 
month,  TWA  reversed  itself,  reinstalling 
34  seats  on  its  747  jumbo  jets  to  take 
advantage  of  heavy  transatlantic  traffic- 
expected  this  summer.  While  the  rest 
of  the  fleet  still  has  the  extra  legroom, 
TWA  had  to  junk  its  Comfort  Class  ad 
campaign  overseas.  Robert  B.  Cozzi,  the 
TWA  senior  vice-president  who  devised 
the  Comfort  Class  strategy,  resigned 
three  weeks  ago  in  opposition. 
ICAHN'S  LEGACY?  TWA's  high  cost  struc- 
ture hasn't  helped.  It  spends  3.3<P  a  mile 
in  labor  costs  for  each  available  seat. 
Only  badly  listing  usAir  exceeds  that, 
with  almost  5<P.  Even  the  15%  wage  con- 
cessions have  done  little  to  help.  Junk- 
bond  analyst  Paul  Davner,  who  tracks 
TWA's  debt,  believes  the  workforce  needs 
drastic  trimming— in  the  range  of  20%. 

In  his  message  to  employees,  Wilson 
warned:  "We  are  going  over  our  1994 
budget  again  and  looking  for  ways  to 
reduce  employee  expenses  by  a  mean- 
ingful amount  between  now  and  the  end 
of  the  year."  But  even  if  he  wants  to  re- 
duce the  payroll,  he's  likely  to  meet  stiff 
union  opposition.  "The  problem  isn't  that 
you  have  too  many  people  doing  the 
work,  you  don't  have  enough  work  for 
people  to  do,"  says  Compton.  He  says 
twa's  unions  are  prepared  to  give  up 
some  contract  provisions  to  cut  costs. 

But  are  such  savings  enough?  TWA 
failed  to  meet  revenue  projections  in 
January  and  February.  It  can't  borrow 
money  because  virtually  all  of  its  assets 
are  pledged,  and  analysts  call  chances  of 
finding  a  large  equity  investor  or  merger 
partner  slim. 

Some  analysts  say  it's  unfair  to  judge 
employee  ownership  by  TWA's  example. 
Its  problems  are  "the  legacy  of  Carl 
Icahn,"  says  Michael  Boyd,  president  of 
Aviation  Systems  Research,  a  Golden 
(Colo.)  consulting  firm.  Maybe  so.  But 
there's  plenty  of  blame  to  go  around. 

By  Susan  Chandler  in  St.  Louis 


STRATEGIES  I 


DIAL  SUCCEEDS  BY  STEPPING 
IN  BIGGER  FOOTSTEPS 


I 


The  consumer-products  maker  leaves  risk-taking  to  others 


WHEN  CEO  TEETS  TRIED  SOMETHING  FANCY,  HE  GOT  IN  TROUBLE 


F 


lashy,  it  isn't.  Dial  Corp.  doesn't 
try  to  come  up  with  innovative 
new  products.  It  doesn't  aim  to 
build  big-name,  flagship  brands.  And  it 
doesn't  spend  zillions  of  dollars  to  make 
its  offerings  household  names  across  the 
nation.  Instead,  Dial  prefers  to  coast  in 
the  slipstream  of  giant  rivals,  such  as 
Procter  &  Gamble  Co.  Aside  from  Dial 
soap,  the  company's  lineup  consists 
largely  of  me-too  products  and  second- 
tier  regional  brands. 

That  low-profile  approach  has  been 
producing  some  pretty  eye-catching  re- 
sults. Last  year,  Dial's  earnings  from 
continuing  operations  hit  $110  million,  a 
hefty  17%  jump  from  1992,  on  revenues 
of  $3  billion,  up  4.4%.  And  J.  R  Morgan 
Securities  Inc.  analyst  Heather  I.  Hay 


expects  earningl 
leap   an  additil 
30%  this  year  as| 
enues  rise 
Roughly  half  of  II 
sales  and  earnl 
come  from  an  ej 
tic  mix  of  serj 
businesses  thatl 
elude  a  money-ol 
operation  and  anl 
line-catering  busin 
But  Chairman 
CEO  John  W. 
has  managed 
wring  28  conseciji 
quarters  of  impr^ 
operating  inq 
from  a  clutch  of  p 
sumer  product;; 
such  ordinarily  sj' 
growth  businesses  as  detergent,  fm  - 
softener,  and  canned  meat. 
you  first.  How  does  Dial  do  it?  Ins« 
of  spending  big  on  research  and  devo  t  Pur 
ment  or  marketing,  Dial  leaves  it  tot  , 
ers.  Its  R&D  spending  is  about  1.251 
consumer-product  sales,  vs.  2%  for!) 
industry,  estimates  Hay.  Teets  has  Is 
overhauled  Dial's  manufacturing  andjjk: 
tribution,  cutting  $12  million  in  am; 
costs.  And  Dial  lets  other  companies 
ucate  consumers  about  new  prodvfc 
['&<;,  for  instance,  introduced  concent 
ed  powder  detergents  in  1990.  Dia  i 
lowed  over  a  year  later  with  its 
concentrated  version,  Purex— price 
much  as  one-third  lower  than  P&G's 
"They  have  figured  out  what  a  vek 


has  to  do  to  survive,"  says  Gabric 


DIAL  WINS  SOME 
AND  LOSES  SOME 
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The  Future 
Belongs 
To  Those  Who 

Earn  It. 


rake  a  glimpse  at  the  future  of  the  investment 
business.  Where  client  needs  are  always  placed 
first.  Where  non-traditional  thinking  is  encour- 
ed  and  pnzed.  Where  over  four  million  investors, 
dividual  and  institutional  alike,  can  profit  from  a 
dication  to  understanding  their  financial  needs  and 
natively  developing  the  means  to 
Ip  them  achieve  their  goals. 

ne  Pursuit  Of  Client  Value 

I  Where  relationships  between 

vestment  banking,  trading, 
!  earch  and  brokerage  are  forging 

smarkable  integration  of  capabil- 

:s.  All  in  the  pursuit  of  value  for 

r  clients.  Take  a  glimpse  at  the 

ure  of  the  investment  business: 

lays  Smith  Barney 

Jready  the  momentum  generated  by  last  summers 
I  ion  with  Shearson  has  yielded  dramatic  results.  In 
1 5  than  a  year,  our  assets  under  management  have 
]  Ted  from  $16  billion  to  $77  billion,  and  total  client 
|  ets  now  exceed  $330  billion. 

Attracting  The  Best  And  The  Brightest 

I  Ve  have  long  put  a  premium  on  hiring  and  retam- 
|  the  most  talented  people.  And  today  our  vision 
itinues  to  attract  some  of  the  most  innovative 
incial  minds.  They  include  125  new  Investment 
iking  specialists  and  almost  300  new  Capital 
rkets  professionals. 


Todays 
Smith 
Barney 


They  join  an  organization  that  marshals  a  research 
force  over  100  analysts  strong.  And  upwards  of 
1 1,000  Financial  Consultants,  200  more  than  when 
we  came  together  less  than  one  year  ago. 

Years  Of  Experience,  Rigorous  Training 

Many  of  our  Financial  Consultants  have  years  of 
experience  as  members  of  our  prede- 
cessor firms.  Many  others  are  graduates 
of  one  of  the  industry's  most  rigorous 
training  programs. 

These  professionals  have  dedicated 
themselves  to  serving  our  clients  based 
upon  our  beliefs  of  integrity  and  hard 
work.  A  commitment  underscored  by 
the  fact  that  more  than  two-thirds  of 
our  30,000  employees  share  a  stake  in 
their  enterprise  through  ownership  of 
stock  in  our  parent  company  The  Travelers  Inc. 

A  Work  Ethic  Tliat  Raises  The  Bar 

To  our  way  of  thinking,  the  future  of  the  investment 
business  builds  on  the  very  work  ethic  that  has 
brought  Smith  Barney  to  this  exciting  juncture.  It 
means  starting  earlier.  Thinking  smarter.  Acting  faster. 

It  means  raising  the  bar  of  service  expectations  to 
help  our  clients  prosper. 

And  so  a  powerful  idea  is  taking  hold  in  the  finan- 
cial community:  the  belief  that  one  investment  firm 
will  set  the  pace  for  the  future. 

Not  surprisingly,  its  name  is  Smith  Barney. 


Smith  Barney 

We  make  money  the  old-fashioned  way.  We  earn  it." 


Lowy,  head  of  consumer-product  re- 
search at  Oppenheimer  &  Co. 

Dial  may  have  a  hard  time  maintaining 
its  stronghold  in  the  bloody  brand  wars, 
however.  Marketers  ranging  from  P&G 
to  Philip  Morris  Cos.  have  been  slashing 
prices  and  repositioning  brands  to  ap- 
peal to  value-minded  consumers  (BW— 
May  2)— moves  that  are  putting  these  ti- 
tans squarely  in  Dial's  territory.  "The 
big  guys  are  going  to  play  me-too  to  the 
Dials  of  the  world,"  says  Gary  M.  Stibel, 
principal  of  New  England  Consulting 
Group.  Already,  Dial's  share  of  some  mar- 
kets has  slipped  (chart,  page  82). 

Still,  today's  Dial  is  a  far  cry  from 
the  unwieldy  conglomerate  Teets  inher- 
ited in  1981.  He  sold  its  $1.8  billion  meat- 
packing business  and  Greyhound  1ms 
lines  and  spun  off  other  units,  using  the 
proceeds  to  add  to  Dial's  stable  of  ser- 
vice businesses  and  build  its  shelf  of 
consumer  brands.  He  bought  Purex 
Corp.  in  1985,  added  Breck  hair-care 
products  in  1990,  and  last  year  bought 
the  $121  million  Renuzit  air-freshener 
brand  from  S.  C.  Johnson  Wax  Co. 
FULL  OVEN.  Teets,  60,  has  learned  the 
hard  way  to  stay  away  from  risky  inno- 
vations. After  spending  $20  million  to 
develop  and  launch  a  line  of  microwav- 
able  meals  in  1986,  he  watched  competi- 
tors invade  the  market  and  undercut 
his  prices.  These  days,  Dial's  product 
introductions  are  largely  line  extensions, 
such  as  Dial  Plus  moisturizing  soap. 

Teets  tends  to  concentrate  his  market- 
ing firepower  in  specific  regions.  Last 
year,  for  instance,  he  quickly  [lulled  Di- 
al's Sno  Bol  toilet  cleaner  back  to  its 
core  markets  in  the  upper  Midwest  and 
Florida  after  a  short-lived  push  outside 
flopped.  "You  withdraw  from  those  mar- 
kets where  you  don't  have  penetration 
and  spend  money  in  those  markets 
where  you  have  strength,"  Teets  says. 

And  he  does  what  it  takes  to  keep  Di- 
al's  retailers  happy.  The  company  makes 
private-label  products  for  such  chains 
as  Winn-Dixie  Stores  Inc.  and  Food  Lion 
Inc.,  a  practice  shunned  by  its  larger 
rivals,  which  fear  the  discount  products 
will  undermine  their  premium  brands. 
And  Dial  spends  aggressively  on  trade 
promotions,  says  one  retailer. 

Dial  has  been  burned  whenever  it  has 
deviated  from  its  unassuming  recipe. 
Two  years  ago,  the  company  spent  $25 
million  to  reformulate  and  reintroduce 
the  Breck  hair-care  line  in  an  aggres- 
sive nationwide  launch.  But  the  brand 
ran  into  brutal  competition  from  rivals. 
"We  should  know  better  than  that," 
Teets  grumbles.  Dial  will  relaunch  Breck 
this  summer  as  a  value  brand  in  region- 
al markets  at  a  lower  price.  Teets's  path 
may  not  be  glamorous,  but  he  has  taken 
Dial  down  some  profitable  byways. 

By  Amy  Barrett  in  Phoenix 


IMMUNE  RESPONSE'S  CARLO:  "THE  HURDLES  WERE  VERY  HIGH"  FOR  HIS  AIDS  DRUG 


Mh  sta 


ARE  THE  PATENT  POLICE 
GANGING  UP  ON  BIOTECH? 


t  -  over 


The  industry  is  held  to  tougher  standards  than  other  drugmakes 


Pursuing  a  treatment  for  AIDS  may 
be  easy  compared  to  dealing  with 
the  U.  S.  Patent  &  Trademark  Of- 
fice (PTO).  At  least  that  has  been  the 
experience  of  immunologists  Dennis  J. 
Carlo  and  Jonas  E.  Salk,  the  legendary 
inventor  of  the  polio  vaccine. 

In  1987,  Carlo  and  Salk  came  up  with 
a  vaccine  they  believed  could  slow  or 
prevent  the  onslaught  of  AIDS.  They  im- 
mediately applied  for  a  patent.  To  win  it, 
though,  they  couldn't  show  just  that  the 
vaccine  worked  in  a  petri  dish.  They 
were  required  to  test  it  on  chimpanzees 
and,  later,  in  a  trial  involving  people  in- 
fected with  HIV.  The  company  that  they 
co-founded,  Immune  Response  Corp.,  got 
financial  help  from  Rhone-Poulenc  Rorer 
as  a  joint-venture  partner.  And  without 
knowing  if  they  would  ever  get  a  patent, 
the  partners  ended  up  spending  $45  mil- 
lion before  they  finally  got  the  0.  K. 
last  October.  "We  were  lucky,"  says  Car- 
lo. "The  hurdles  were  very  high." 
PATENT  BLOCK.  Far  higher  than  they 
ought  to  be,  many  biotech  executives 
say.  After  all,  they  argue,  the  purpose  of 
a  patent  inquiry  is  merely  to  decide 
whether  someone  should  get  legal  rights 
to  an  invention— not  whether  it's  ready 
for  drugstore  shelves.  Stringent  rules 
that  keep  companies  from  getting  patent 
monopolies  may  hurt  their  ability  to 
raise  capital  and  may  slow  down  re- 
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search,  the  industry  complains 
have  a  Food  &  Drug  Administration  ill 
protects  the  public  against  drugs  itf 
don't  work,"  fumes  Robert  P.  Blacktjri 
chief  patent  counsel  at  Chiron  Cori 
Emeryville,  Calif.  "The  role  of  the  p; 
office  is  to  grant  patents  on  inventi 

The  PTO  agrees  that  its  examiei 
have  often  held  biotech  companies  p 
much  tougher  standard  of  useful" 
than  that  used  for  makers  of  ordi 
drugs,  who  don't  often  have  to  sun 
evidence  from  human  trials.  Some  erfl 
iners  who  have  required  human  cli 
trials  have  said  it's  because  the  beh;.' 
of  biotech  products  in  the  body  isn't 
ily  predictable  from  the  way  the) 
in  the  lab. 

Some  venture  capitalists  appreif) 
the  patent  examiners'  close  scru  1 
which  they  say  helps  them  by  win:' 
ing  out  marginal  science.  Take  Kev 
Kinsella,  both  a  partner  in  Avalon  j 
tures,  a  venture-capital  firm  in  La  J 
Calif.,  and  CEO  of  Sequana  Thera; 
tics,  a  La  Jolla  company  that  is  wort 
on  sequencing  specific  disease-caU|T 
genes.  "Why  should  biotechnolog: 
treated  differently  from  any  other  1 
nology  developing  something  that's 
baked?"  he  asks.  "The  crybaby  st 
of  biotech  on  this  is  unseemly." 

Nonetheless,  the  patent  office  is  sr 
ing  to  take  the  industry's  complaint  - 
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y.  Charles  E.  Van  Horn,  deputy 
.ait  commissioner  for  patent  policy, 
ome  examiners  may  have  believed 
iiiman  clinical  trials  were  a  legal 
ement  for  biotech  patents.  They're 
ie  says,  adding,  "we  definitely 
make  some  changes."  As  a  first 
he  patent  office  has  begun  beefing 
i  legal  education  of  its  175  biotech 
ners,  many  of  whom  are  more 
jdgeable  in  science  than  in  patent 
.TO  Commissioner  Bruce  A.  Leh- 
rys  that,  in  some 
they  may  even 
if  "it's  a  peer  re- 
ather  than  a  pat- 
amination." 
man  has  other 
in  mind,  too.  He 
hat  he  plans  to 
earings  at  year- 
explore  the  in- 
1  complaints  and 
certain  the  pat- 
fice's  standards 
|  liscourage  legiti 
H  investments  in 

I  1.  "If  there  are 
H  ns,  we're  not  go- 
H^loss  over  them," 
H  nises. 

H  :.D  feet."  Change 
■ome  too  soon  for 
Biiies  and  univer- 
■  hat  say  they've 
H  pinched.  Small 
H  lies  with  no 
H  s  on  the  market 

II  on  the  promise 
fo>  it  monopolies  to 
H  snture-capital  fi- 
Hg.    "Once  you 
p  1  the  hopes  and 
H  ,  patents  are 
I  ne  concrete 
M  ement  of  val- 
I  ys  Ronald  D. 
pi  president  of 
Wi  ly  held  Oc- 
im  Inc.  in  Mill 
M  Calif.,  which  to 
K  on  cancer  and 
m  'eatments.  And 
W  ies  that  license 
Hi  )gy  from  univer- 
HM  i  anticipation  of  a  pat 
k|  getting  "chilled  feet,' 
|§|  ta  Nelsen,  director  of  Massachu- 
H  stitute  of  Technology's  Technolo- 
gy rising  Office. 

|H  PTO's  impending  moves  should 
ftlj  ne  of  the  chill  off  a  big  sector  of 
N |  tech  industry.  Still  uncertain, 
*W  is  what  will  happen  with  patents 
Hences  of  dna  that  have  no  dem- 
W]  id  usefulness.  A  major  dispute 
HI  dien  the  National  Institutes  of 
*8lj  filed  patents  covering  6,000  par- 
Wffl  .e  sequences  in  1991  and  1992. 


HOW  TO  SAFEGUARD 
BIOTECH  INNOVATION 

The  U.S.  Pafent  &  Trademark 
Office  is  in  a  jam.  It  doesn't  want 
to  issue  patents  for  biotech 
discoveries— such  as  DNA 
sequences— without  evidence  of 
their  usefulness.  But  by  being 
stingy  with  patents,  it  may 
frighten  off  potential  biotech 
investors.  Here  are  three  ways 
to  protect  new  ideas: 

SWITCH  THE  BURDEN  OF  PROOF 

Treat  biotech  like  other  fields: 
Instead  of  requiring  applicants 
to  prove  usefulness,  put  the 
onus  on  patent  examiners— to 
prove  that  a  discovery  isn't 
useful  if  they  want  to  reject  a 
patent. 

LOWER  STANDARDS  OF  EVIDENCE 

Patent  examiners  would  require 
only  that  an  invention  causes 
some  pharmacological  activity, 
not  that  it  works  as  a  drug. 

TREAT  DNA  SEQUENCES 
DIFFERENTLY  Scientists  who 
identify  gene  sequences  without 
showing  their  usefulness  could 
get  a  weak,  copyright-like 
protection.  Other  inventors 
could  get  patents  later  by 


PTO  examiners  cast  doubt  on  the  claims 
because  the  nih  hadn't  figured  out  their 
uses.  The  NIH  voluntarily  withdrew  the 
patent  applications  in  February.  But  pri- 
vate companies— such  as  Human  Genom- 
ic Sciences  Inc.  in  Rockville,  Md.,  and  In- 
cyte  Pharmaceuticals  Inc.  in  Palo  Alto, 
Calif.— are  charging  ahead  with  applica- 
tions on  gene  sequences. 
scaled-down  protection.  Opponents  of 
patents  on  sequences  with  no  demon- 
strated usefulness  say  those  patents 
would  discourage  other 
people  from  pursuing 
biotech  products  that 
might  result  from  the 
sequences.  The  se- 
quencing companies, 
however,  disagree.  De- 
nial of  patent  protection 
"will  turn  our  work  into 
something  like  generic 
drugs,  where  our  know- 
how  is  publicly  avail- 
able," frets  Randy  W. 
Scott,  vice-president  for 
research  and  develop- 
ment at  Incyte  Pharma- 
ceuticals. "That's  a  dis- 
incentive for  pharma- 
ceutical development," 
he  adds. 

Plenty   of  lawyers 
are   staying   up  late 
thinking  of  ways  to  get 
out   of  the  impasse. 
Washington  patent  at- 
torney Jorge  A.  Gold- 
stein favors  issuing  pat- 
ents for  dna  sequences 
if  it  is  proved  that  they 
can  be  used  in  a  diag- 
nostic product  or  scien- 
tific process,  even  if 
they    can't  actually 
cure  a  particular  dis- 
ease. Another  idea, 
from  San  Diego  law- 
yer Ned  A.  Israel- 
sen,  is  to  generate  a 
weak,  copyright-like 
form  of  protection  for 
discoverers  of  gene  se- 
quences. Someone  who 
might  come  along  later 
and  find  a  use  for  the  sequence  would 
then  still  be  able  to  earn  a  patent  for 
the  application. 

Those  ideas  and  others  (table)  should 
get  a  full  airing  when  the  PTO  holds 
hearings  on  the  subject  starting  late  this 
year.  The  perfect  rule  for  legal  protec- 
tions on  new  inventions  has  never  been 
easy  to  come  by.  But  a  sensible,  pre- 
dictable policy  might  unleash  ground- 
breaking innovations  that  would  benefit 
everyone. 

By  Catherine  Yang  in  Washington,  with 
Joan  O'C.  Hamilton  in  San  Francisco 


m  :CHNOLOGY 


TO    EU ROPE 


FOR  THE 
BUSINESS  TRAVELER. 

Business  in  Europe 
becomes  a  pleasure 
w  jhe  n  y  o  u  r  c  o  mp  anion 
travels  free. 

Between  May  and  December, 
you  and  a  companion  can  enjoy 
the  spacious  comfort  of  an 
outside  double  stateroom  on  the 
Queen  Elizabeth  2  for  the  price 
of  an  outside  single  stateroom. 
Make  business  a  pleasure  with 
five  glorious  days  and  nights 
between  New  York  and  England 
on  the  magnificent  QE2.  Rates 
range  from  $3,870  to  $7,290  per 
cabin,  including  two  British 
Airways  World  Travellers" 
service  tickets  for  travel 
between  London  and  12  U.S. 
cities.  Or  pay  just  $299  to  $999 
more  per  person  and  fly  home  on 
a  specially  reserved  British 
Airways  Concorde®  flight  to 
Washington,  D.C.  or  New  York. 
Eor  more  details  and  sailing 
dates,  call  your  travel  agent  and 
ask  for  product  [It].  Eor  a  free 
brochure,  or  our  video, 
call  1-SOO-221-S200. 


Rates  arc  pcrcabin,  double  occupancy,  subject  to 
availability  and  dependent  upon  departure  date. 
Port  jnd  handling  <-harucs  jre  $165  per  person  extra, 
(iunard  resenes  the  right  to  cancel  British  Airwavs 
( loncorde*  flights  w  it  hour  ad\  jnce  notiee.  This 
offer  applies  onl>  on  jn  upgrade  from  an  outside  single 
stateroom  Tirade  \\\ >  or  I  B  to  an  outside  double 
stateroom  ( Irade  K  or  II,  respectively.  This  offer 
cannot  be  combined  with  anv  other  discount  or 
special  offer.  The  QE2  is  retiistcred  in  Great  Britain. 
©IWCunard. 
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CUNARD 
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How  to  mdulpe  those 
executives  who  h  ave  their  own 

notions  of  what  company 

should  he 


Ke  of  s 


ere  str 

1 


Give  your  executive  s  the  late  st  in  transportation.  In  an  all-new  1Q05  Lumina.  With  standard 
dual  air  bags,  avai  Jahle  anti-loch  hrahes  and  our  exciting  inside-out  design,  the  new  Lumina  is 
destined  to  become  the  flagship  of  all  Chevy  fleet  vehicles.  Over  2000  consumers  aided  in  its 
development.  And  we  tooh  your  comments  so  seriously,  our  engineers  spent  eighteen  months 
improving  the  prototype  alone.  So  call  the  nation  s  largest  Fleet  Sales  and  Service  organization 


at  1-800-FLEET-OPS  (353-3807).  And  put  your 

executives  into  a  whole  )iew  atmosphere. 

-;;      -Z    C  i  I  Nil  N  E    C  H  liVRO  i  \  i 


et,  the  Chevrolet 


.Jemarl)  of  the  CM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 
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BY  PETER  COY 


ERSTROHG  GLASS 
H  A  SONG 


Opera  divas  can  shat- 
ter glass  with  an 
aria.  But  Alfred  Univer- 
sity scientist  William  La- 
Course  says  sound 
waves  can  strengthen 
glass,  too.  His  process 
could  lead  to  superstrong 
windows  and  durable, 
lightweight  bottles  at  a 
reasonable  cost. 

LaCourse's  research 
began  humbly:  He  ex- 
posed glass  to  everything 
from  Madonna  to  Chinese 
il  music  before  settling  on  higher  frequencies  supplied  by 
•asonic  horn— which  is  inaudible  to  the  human  ear. 
sound  waves  speed  up  a  well-established  but  slow 
3  of  strengthening  glass  chemically.  In  LaCourse's  meth- 
)ieee  of  glass  is  heated  to  around  850F  in  a  liquid  con- 
;  potassium  nitrate  and  then  bathed  in  ultrasound.  The 
'  of  the  ultrasound  waves  accelerates  the  leaching  of  so- 
ons  from  the  glass.  Each  sodium  ion  is  replaced  by  a 
potassium  ion.  The  bulk  of  the  potassium  ions  force  mi- 
Mc  cracks  in  the  glass  to  close.  LaCourse  is  working 
riracon  Inc.,  an  Owatonna  (Minn.)  glass  fabricator,  to 
ip  the  technology  for  larger  pieces  of  glass.  Without 
waves,  chemical  strengthening  has  been  so  time-consum- 
d  expensive  that  it  is  used  only  for  special  applica- 
vhere  strength  is  exceptionally  important,  such  as  in 
,  windows. 


£  WARE  THAT  SMOOTHES 

I  DIFFERENCES  AMONG  DIGITAL  TVs 


*etty  much  taken  for  granted  that  any  television  set  in 
■ountry  is  capable  of  receiving  any  television  program, 
it's  not  true  in  the  computer  world:  You  generally  can't 
IBM  program  on  a  Macintosh  computer.  Planners  of 
ormation  Superhighway  fear  that  the  incompatibilities 
ig  computers  today  could  also  hamper  the  computer- 
igital  televisions  of  the  future.  Now,  though,  a  Pitts- 
•ompany  is  pushing  a  piece  of  software  that  could  sit  in- 
ilevision  set-top  boxes  and  smooth  over  hardware 
atibilities. 

rision  Computer  Inc.,  whose  founders  include  mem- 
'.  Carnegie  Mellon  University's  faculty,  calls  its  soft- 
virtual  machine"  code.  Other  companies  have  devel- 
rtual  machine  code,  including  Sun  Microsystems  Inc.'s 
'erson  Inc.  and  Kaleida  Labs,  the  joint  venture  of  IBM 
>ple  Computer  Inc.  that  is  trying  to  make  Macs  and 
n  the  same  multimedia  software.  But  those  are  being 
>se  to  the  vest.  Television  Computer  is  offering  to  li- 
lts software  without  charge,  hoping  that  a  standard 
m"  will  create  a  broader  audience  for  future  program- 
•om  it  and  its  partners. 

core  software,  still  under  development,  will  be  a  small 
that  gives  set-tops  a  few  basic  capabilities,  such  as  the 
to  scan  for  data  on  the  information  highway.  Company 
an  Robert  H.  Thibadeau,  a  senior  research  scientist  at 


Carnegie  Mellon's  School  of  Computer  Science,  says  that  com- 
panies could  customize  the  boxes  for  specialized  functions. 

The  concept  is  attracting  plenty  of  interest.  "Whatever  we 
can  do  to  make  the  set-top  box  more  interoperable  is  a  good 
thing,"  says  Richard  Ducey,  senior  vice-president  for  the  Nation- 
al Association  of  Broadcasters'  research  and  information  group. 


A  MODEL 

OF  THE  HEART'S  MECHANICS 


echanical  engineers  study  buildings  and  bridges.  Why 
not  one  of  nature's  engineering  marvels— the  human 
heart?  Under  a  $7  million  National  Institutes  of  Health  grant, 
mechanical  engineers  are  teaming  up  with  cardiologists  to 
see  whether  it's  possible  to  stave  off  heart  problems  in  adults 
and  children  by  correcting  the  organ's  development  in  the 
womb. 

There  are  plenty  of  opportunities  for  the  heart  to  go  awry 
in  utero.  It  starts  beating  at  17  days  and  doesn't  stop  from 
then  on,  even  as  it  changes  from  a  simple  tube  of  muscle  into 
an  elaborate,  four-chambered  pump.  Much  is  known  about 
the  genetic  factors  behind  heart  disease,  but  little  about  the 
mechanical  forces  that  affect  the  assembly  of  the  heart.  That's 
where  engineers  from  the  University  of  Rochester  and  Roch- 
ester Institute  of  Technology  come  in. 

The  goal  of  the  Rochester  work  is  a  3-D  computer  model  of 
the  heart  that  shows  in  real  time  the  effect  of  both  cell  biolo- 
gy and  mechanical  forces  on  individual  cells.  Similar  computer 
models  could  be  applied  to  other  organs— such  as  the  brain, 
lung,  and  kidney— that  undergo  tremendous  shape  changes 
during  development. 


PLANT  BREEDERS  DISCOVER 
A  STRAIGHT  SHOT  TO  SUCCESS 


B 


reeders  of  white  or- 
'chids  have  to  wait 
for  three  to  six  years, 
when  a  hybrid  blooms, 
to  see  if  it  produces  the 
desired  albino  petals. 
But  U.  S.  Agriculture 
Dept.  scientists  have  de- 
veloped a  method  that 
allows  them  to  get  a 
sneak  preview  in  just 
three  days. 

The  secret?  A  "gun" 
that  sprays  white  petals 
with  microscopic  gold 
pellets.  The  pellets  are  coated  with  a  gene  from  corn  plants 
that  turns  on  pigment  production.  If  the  corn's  regulator- 
gene  causes  the  orchid's  white  petals  to  turn  color,  breeders 
know  that  the  orchid's  own  regulator  must  be  broken— which 
is  what  they  want.  Left  alone,  an  orchid  with  a  broken  regu- 
lator is  sure  to  produce  white  offspring. 

Breeding  white  orchids  isn't  such  a  big  deal  by  itself.  But 
Robert  J.  Griesbach,  an  Agriculture  Dept.  plant  geneticist 
in  Beltsville,  Md.,  says  the  gene  gun  should  be  useful  in  all 
kinds  of  plant  breeding.  By  shedding  light  on  regulator  genes, 
the  process  may  even  help  scientists  understand  human  can- 
cers, which  can  be  caused  by  regulator  genes  gone  haywire, 
Griesbach  says.  Don't  worry  about  using  up  a  lot  of  gold,  by 
the  way:  Each  pellet  is  a  tenth  the  size  of  the  period  at  the 
end  of  this  sentence. 
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Mutual  Funds 


SHOULD  YOU  BUY  YOUR 
NO-LOAD  FROM  A  TITAN? 


■  t  all  started  with  a  press 
I  release  on  July  20,  1992. 
H  That  day,  the  king  of  dis- 
count brokerages,  Charles 
Schwab,  said  it  was  eliminat- 
ing transaction  fees  on  the 
sale  of  mutual  funds  from  10 
no-load  companies.  A  year  lat- 
er, Schwab  had  amassed  $4 
billion  in  the  program  and  an- 
nounced plans  to  expand  to 
200  funds.  The  same  month, 
mutual-fund  giant  Fidelity  In- 
vestments returned  fire, 
launching  a  no-transaction-fee 
program  that  added  eight 
fund  families  to  a  lineup  dom- 
inated by  its  own  no-loads. 

The  media  battle  has  only 
intensified  since  then.  On  May 
9,  Fidelity  added  198  funds 
from  10  families  and  upgraded 
its  auxiliary  literature  on  in- 
vestments. "We've  tried  to 
take  a  good  idea  and  improve 
on  it  by  offering  more  top- 
performing  funds,"  says  Roger 
Servison,  managing  director 
of  Fidelity  Investments.  On 
May  16,  Schwab  began  offer- 
ing 86  more  funds  from  16 
families  to  its  institutional  cli- 
ents. And  investors  can  ex- 
pect more  announcements  to 
come.  "This  hasn't  been 
played  out  completely  yet," 
says  Charles  Schwab. 
SUBTLE  DIFFERENCES.  Fidelity's 
FundsNetwork  now  includes 
327  funds  for  no  transaction 
fee  plus  1,000  for  a  sales 
charge.  Schwab's  no-transac- 
tion-fee OneSource  plan  is  up 
to  254  funds,  although  nearly 
500  more  funds  are  available 
for  a  fee.  But  despite  all  the 
advertising  hoopla,  does  one 
industry  titan's  no-fee  pro- 
gram have  it  over  the  other? 
Both  serve  investors  well- 
not  simply  because  they 
waive  transaction  fees  but  lie- 
cause  they  make  it  easier  to 
manage  a  portfolio  of  funds 
from  different  families.  Both 


offer  a  single  statement,  one 
phone  number  to  call,  an  easy 
way  to  switch  among  funds, 
and  cash-management  ac- 
counts. 

Freed  from  a  barrage  of 
statements  from  different 
funds,  investors  with  sizable 
holdings  can  concentrate  on 
creating  a  diversified  portfolio 
and  monitoring  it,  says  Don 
Phillips,  vice-president  of 
Morningstar,  the  Chicago 
fund-rating  and  research  ser- 
vice. All  you  do  is  fill  out  a 
transfer  form  and  let  the  bro- 
kerages take  care  of  consoli- 
dating the  funds  you  already 
own— even  if  they're  not  in 
the  program— into  one  ac- 
count. But  don't  sign  on  think- 
ing you  can  trade  at  will  for 
free:  Both  Schwab  and  Fidel- 
ity start  charging  transaction 
fees  after  the  fourth  short- 
term  redemption  (from  any 
fund  held  less  than  six 
months)  in  your  account  in  a 
12-month  period. 

The  differences  in  the  two 
programs  tend  to  be  subtle. 
First,  they  do  not  share  the 
same  fund  lineup.  Schwab's 
no-fee  list  includes  some  excel- 
lent companies,  such  as  ixves- 
co  Funds  Group  and  Twenti- 
eth Century,  that  have  not 
joined  with  Fidelity  because 
they  view  it  as  a  rival.  Fidel- 
ity has  a  potential  conflict  of 
interest  in  that  it  sells  its  own 
no-load  funds  side-by-side  with 
its  competitors'.  But  there  is 
no  sign  that  Fidelity  pushes 
its  funds  over  those  of  other 
groups,  and  31  fund  families 
have  proved  willing  to  over- 
look the  possible  conflict. 

For  obvious  reasons,  Fidel- 
ity does  not  permit  Schwab 
to  offer  its  funds  for  no-trans- 
action fee.  "For  me,  that  is 
the  biggest  difference  be- 
tween the  two  programs," 
says  Avi  Nachmany,  an  ana- 
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lyst  with  Strategic  Insight,  a 
mutual  fund  research  and  con- 
sulting firm  in  New  York.  "If 
you  want  to  have  part  of  your 
portfolio  managed  by  Fidel- 
ity, you  can't  get  it  for  no-fee 
through  OneSource."  Howev- 
er, Fidelity  only  offers  86  of 


its  202  funds  without  a 
action  fee,  so  if  you  w; 
buy  one  of  its  low-load; 
still  must  pay  around 
sales  charge. 

As  far  as  customer  s 
goes,  both  Schwab  and 
ity  have  24-hour  800  nur§  • 


►  Offers  asset  allocation  tools,  fund  performance  dire<|  ^™ 
and  reports  from  Upper  and  Morningstar  ($4.95  each, 
software  on  retirement  planning  and  international  invel  «ed"|ij 

►  For  investing  less  than  $10,000  in  an  outside  fund,  tfi 
$17.50  plus  0.8%  of  assets  or  a  $28  minimum.  'ffl& 


ig  via  computer,  and  a 
h  of  materials  to  help 
lake  selections,  some  of 
for  a  small  charge.  Fi- 
r,  however,  has  just 
ht  out  a  performance  di- 
•y  for  mutual  funds  that 
>re  user-friendly  than 
ab's.  With  it,  Fidelity 
:reated  an  Investment 
.er  workbook  that  ex- 
i  how  to  invest  across 
classes  to  minimize  risk 
leet  long-term  goals.  Fi- 

also  offers  software  on 
ing  in  overseas  markets, 
ment  planning  and  as- 
ocation.  But  Schwab  be- 
investors  don't  need  all 

glossy  materials  and 


software  packages.  "They  are 
just  making  investing  more 
complicated,"  says  Hugo 
Quackenbush,  senior  vice-pres- 
ident at  Charles  Schwab.  "You 
don't  need  software  to  tell 
you  how  much  you  can  have 
in  equities." 

LOCATION,  LOCATION.  Both 
Schwab  and  Fidelity  have  of- 
fices replete  with  trained  rep- 
resentatives, free  materials, 
and  computers  that  provide 
historical  data  and  current 
share  prices.  Fidelity,  howev- 
er, has  only  77  branches, 
while  Schwab  operates  202. 
Fidelity  seeks  "quality  and  not 
quantity"  in  its  investor  cen- 
ters, says  Servison,  but  if  you 


like  to  do  business  face-to- 
face,  you  should  see  which 
company  has  an  office  located 
near  you. 

Indeed,  Schwab's  and  Fi- 
delity's programs  are  so  simi- 
lar and  so  good  that  choosing 
between  them  is  the  least  of 
your  worries,  says  Nach- 
many.  "Both  satisfy  a 
wide  range  of  financial 
needs,  and  most  fund 
companies  will  eventually 
be  on  both  programs,"  he 
predicts. 

But  you  may  not  want 
to  be  in  either.  Phillips 
points  out  that  many 
people  could  use  the  ad- 
vice of  a  full-service  bro- 
ker or  a  financial  plan- 
ner, which  they  will  have 
to  pay  for.  And  even  for 
people  who  want  to  stick 
to  no-loads,  the  programs 
have  their  limitations. 
The  fund  families  pay 
the  two  brokerages  .25% 
of  assets  a  year  to  main- 
tain the  accounts.  So  when 
you  buy  a  fund  through  Fi- 
delity or  Schwab,  you  give  up 
a  direct  relationship  with  the 
funds.  Although  you  still  re- 
ceive the  legally  required 
mailings,  such  as  the  annual 
reports,  you  may  miss  out  on 
the  shareholder  newsletters. 
Also,  if  you  want  to  move 
part  of  your  portfolio  into 
cash,  you  are  limited  to  us- 
ing Schwab  and  Fidelity  mon- 
ey market  funds,  neither  of 
which  have  the  top-perform- 
ing funds  in  this  category. 

Another  drawback  is  that 
several  of  the  largest  and 
most  respected  fund  compa- 
nies haven't  signed  onto  ei- 
ther no-fee  program.  Such 
holdouts  as  Scudder,  Van- 
guard, and  T.  Rowe  Price 
want  to  maintain  customer 
loyalty  and  feel  Fidelity  and 
Schwab  make  it  too  easy  for 
people  to  hop  from  family  to 
family.  But  they  may  have  to 
come  around.  "We're  watch- 
ing this  closely,"  says  Steven 
Norwitz,  vice-president  at  T. 
Rowe  Price.  "We  haven't 
ruled  it  out  forever." 

Of  course,  while  the  no-fee 
programs  leave  out  many  top- 
performing  funds,  Schwab 
and  Fidelity  offer  excellent 
lineups  with  good  choices  in 


all  asset  classes.  Investors 
may  find  it  easier  to  choose 
among  hundreds  instead  of 
thousands  of  funds.  "A  way 
of  limiting  the  number  of 
funds  and  screening  down  to 
a  more  manageable  search 
can  be  a  blessing,"  says  Phil- 


BROKERAGES  SELLING 
NO-FEE  FUNDS 


Company 


Number  Minimum 
of  Funds  Investment' 


CHARLES  SCHWAB 
(800  266-5623) 

254 

NONE 

FIDELITY  INVESTMENTS 
(800  544-9697) 

327 

NONE 

JACK  WHITE 
(800  323-3263) 

377 

$250 

MURIEL  SIEBERT 
(800  872-0666) 

327 

$5,000 

WATERHOUSE  SECURITIES  150 
(800  934-4443) 

NONE 

'Individual  funds  may  hove  mmimums  DATA:  BUSINESS  WEEK 


Hps.  Other  seeming  limitations 
are  not  so  bad,  either.  For 
one  thing,  most  people  are 
glad  to  be  rid  of  all  the  mail- 
ings from  separate  funds. 
HOMEWORK  REQUIRED.  When 
choosing  a  fund,  first  decide 
on  the  asset  category,  says 
Maria  Crawford  Scott,  editor 
of  the  AAII  Journal  of  the 
American  Association  of  Indi- 
vidual Investors.  Then  study 
the  ones  with  the  best  long- 
term  records.  If  one  of  the 
funds  is  included  in  the  no- 
fee  program,  great.  If  not, 
you  can  probably  still  get  it 
through  Schwab  and  Fidelity. 
You  just  have  to  pay  the  fee- 
around  $30  for  a  $5,000  no- 
load  investment  at  Schwab, 
and  $57.50  for  a  comparable 
purchase  at  Fidelity.  Discount 
brokerages  Jack  White,  Mu- 
riel Siebert,  and  Waterhouse 
Securities  also  have  no-trans- 
action fee  programs.  But 
these  smaller  companies  don't 
have  all  the  extras  that  the 
two  giants  offer. 

For  now,  there  is  no  clear 
victor  in  this  contest  between 
industry  giants— except  for 
the  individual  investor  who 
can  reap  the  benefits  of 
their  ever-improving  pro- 
grams. Let  the  battle  rage 
on.  Amey  Stone 


CHARLES  SCHWAB'S  ONESOURCE 

!54  funds  from  27  families  with  no  transaction  fees, 
inch  offices. 

tual  fee  is  waived  for  all  individual  retirement 
>f  more  than  $10,000. 

ree  quarterly  mutual  fund  performance  guide  and 
select"  list  of  top-performing  funds.  Morningstar 
d  on-line  data  are  available  for  a  fee. 

Is  not  in  program,  the  fee  for  purchases  of  less  than 
s  0.6%  of  assets  or  a  minimum  of  $29. 

DATA:  COMPANY  REPORTS 
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'hat  do  mutual 
funds  and  baseball 
have  in  common? 
Statistics,  for  one.  In  fact, 
when  the  twice-monthly  publi- 
cation Morningstar  Mutual 
Funds  recently  introduced  a 
novel  way  to  categorize  and 
evaluate  the  funds  it  tracks, 
the  inspiration  came  from 
sports  historian  Bill  James, 
who  likes  to  compare  the 
stats  on  current  baseball  play- 
ers with  those  of  similar  past 
players. 

Morningstar  decided  to  do 
the  same  thing  with  each 
fund  it  profiles  by  listing  the 
three  funds  that  have 
traits  most  like  it.  The 
information,  which  is 
available  to  the  public 
through  the  Morning- 
star Mutual  Funds 
booklets  on  file  at 
many  libraries,  has  sev- 
eral uses.  It  offers  al- 
ternatives to  funds 
closed  to  new  investors. 
It  can  give  a  no-load 
substitute  for  a  load 
fund.  It  can  help  you 
swap  funds  for  tax  pur- 
poses and  provide  in- 
sight into  a  fund's  com- 
position. Morningstar  is 
the  first  fund-tracking 
company  to  offer  this 
service,  but  Value  Line 
plans  to  introduce  a 
similar  tool  soon. 

A  fund's  reaction  to 
market  forces,  risk  lev- 
el, and  returns  are  com- 
pared to  those  of  1,300 
others,  .ill  at  least  three 
years  old.  The  correla- 
tion between  two  funds  is  rat- 
ed "strong,"  "fair,"  or  "weak." 
HOLD  THE  FORT.  There  are 
many  ways  to  use  the  Most 
Similar  Funds  designation, 
which  appears  at  the  bottom 
right  of  Morningstar's  full- 
page  reports.  Some  success- 
ful funds,  such  as  CGM  Capital 
Development,  with  a  three- 
year  average  annual  return  of 
29.78%,  are  closed  to  new  en- 
trants. But  by  consulting  the 
most-similar  list,  investors  can 
see  that  AIM  Constellation, 
with  a  21.78%  return,  or 
Twentieth  Century  Giftrust 
Investors,  with  a  28.48%  re- 
turn, are  fair  fits  for  CGM. 
Likewise,  if  you  favor  Fidelity 


Smart  Money 

GETTING  TO  KNOW  A  FUND 
BY  ITS  CLOSE  KIN 


Magellan  but  think  it  has  got- 
ten too  big,  you  might  con- 
sider Fidelity  Growth  &  In- 
come, Neuberger  &  Berman 
Selected  Sectors,  and  mfs  Re- 
search A,  all  strong  fits.  If 
you're  enamored  of  a  fund 
that  requires  a  high  minimum 
investment  or  steep  load,  the 
similar-funds    ranking  can 


portfolio.  For  example,  Mer- 
ger Fund,  which  invests  only 
in  companies  about  to  be 
bought  or  sold,  may  be  a  good 
choice  "if  you  want  to  bring  in 
an  element  that  marches  to  a 
different  drummer,"  says  Don 
Phillips,  publisher  of  Morning- 
star Mutual  Funds.  ASM,  which 
invests  in  the  30  companies  of 


THE  NEXT-BEST  FUND? 


1          FUNDS  CLOSED 
1          TO  INVESTORS 

1  LIKE-FUND 
1  ALTERNATIVES 

JOHN  HANCOCK  SPECIAL  EQUITIES  A  28.06%' 
High  risk,  small-cap  growth 

AIM  AGGRESSIVE  GROWTH 
PUTNAM  NEW  OPPORTUNITIES  A 

27.56%* 
28.49 

BABSON  ENTERPRISE  18.45 

Moderate  risk,  small-cap  value 

iV 

QUEST  FOR  VALUE  SMALL  CAP  A 
SHADOW  STOCK 

18.10 
14.65 

HARBOR  INTERNATIONAL  14.69 

Low  risk,  large-cap  value 

IVY  INTERNATIONAL  A 
T.  R0WE  PRICE  INT.  STOCK 

15.75 
12.77 

STRONG  COMMON  STOCK  23.87 
Medium  risk,  mid-cap  blend 

VISTA  CAPITAL  GROWTH  A 

23.78 

1             FUNDS  WITH 
8         SALES  CHARGES 

AIM  CONSTELLATION  2178%*<| 
High  risk,  mid-cap  growth 

BERGER  100 

21.92%* 

AIM  WEINGARTEN                   6.97  ^ 
Low  risk,  large-cap  blend 

VANGUARD  U.S.  GROWTH 

7.22 

FIDELITY  DESTINY  1                 19.20  A 

Low  risk,  large-cap  blend 

NEUBERGER  &  BERMAN  GUARDIAN 

15.64 

' 3- YR -AVERAGE  ANNUAL  RETURN  THROUGH  APR.  30, 1994 

DATA:  MORNINGSTAR  INC 

steer  you  toward  alternatives. 

The  new  ranking  can  also 
help  you  maintain  your  mar- 
ket position  when  realizing 
capital  gains  or  losses.  If  you 
sell  off  part  of  a  portfolio  to 
claim  gains  or  losses,  you  can 
immediately  pick  up  a  similar 
fund.  This  way,  you  get  the 
tax  advantage  without  violat- 
ing the  so-called  wash-sale 
rule  that  requires  investors 
to  wait  30  days  before  buy- 
ing back  the  same  securities. 

To  diversify  a  portfolio,  look 
for  funds  that  have  a  low  cor- 
relation with  most  others.  A 
fund  that  has  only  weak  fits 
is  likely  to  behave  differently 
from  the  other  funds  in  your 


the  Dow  Jones  industrial  aver- 
age, is  also  unique.  Most  equi- 
ty funds  try  to  capture  growth 
by  holding  stocks  with  smaller 
average  market  capitalizations 
than  the  big  blue  chips  in  the 
Standard  &  Poor's  500-stock 
index.  ASM,  however,  holds 
even  larger  companies  than 
those  in  the  S&P. 


THE  RANKINGS 
MAY  HELP 
INVESTORS  SORT 
THROUGH  THE  PACK 


Insight  is  also  offered 
fund's  makeup.  Fidelity  | 
tal  Appreciation's  similar 
Mackenzie  American 
Worldwide  Growth,  anr 
International  suggests 
heavily  invested  in  eye 
as  is  Mackenzie,  and  in  j 
holdings,  as  are  the  othei 
The  fact  that  growth 
Colonial  Shares  and  Cor 
Sense  Growth  are  Everg 
look-alikes  implies  that  tl 
ter  has  grown  from  a 
cap  into  a  mid-cap  fund 
Some  experts  thinl* 
new  ranking  can  help  i 
tors  weed  through  the 
grown  fields  of 
out  there.  "We  ap  1 
anyone  providing  | 
individual  investo: 
more  decision-m 
tools,"  says  Paul 
wood,  an  analyst 
vestment  cons 
Frank  Russell  Co 
it  shouldn't  be  u; 
isolation.  You  ha 
look  at  all  the  inf 
tion  for  that  funi 
find  out  why  it's 
ing  up  as  a  stron; 
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hMiEHii^i^HH   Cece  Roycraft  and  her  partner  have  been  operating  Key  West  Pro  Dive  for  over 
ADNANlAGrE   twenty  years.  They  spend  most  of  their  time  thinking  about  the  reliability  of  things 
like  boats,  scuba  tanks  and  regulators.  Or  the  unreliability  of  the  winds,  waters  and  weather. 

Which  leaves  no  time  to  worry  about  their  800  service.  Reliability,  in  this  case,  is  something 
they  want  to  take  for  granted.  And  that's  their  AT&T  Business  Advantage.  Their  800  service  is  more 
like  an  extra  partner,  busy  pulling  in  new  customers  while  they  are  deep  in  their  day-to-day  business. 
AT&T  offers  them  fewer  lost  calls  than  any  other  800  service.  And  FASTAR*  to  get  the  system  back  in 
action  in  minutes  if  a  network  disruption  ever  occurs. 

Call  1800222-0400.  And  let  AT&T  work  for  you. 


"AI&T  works  for  me." 


AT&T 


\l  II  I  Sheraton  Hotels,  we've  invested  more 
than  ST  billion  dollars  in  your  comfort,  Now 
our  rooms  have  desks  with  phones,  morning 
newspaper  delivery,    ^JL    coffee  makers,  and 


more.  You'll  enjoy  new  services  like  guaranteed 
30  minute  room  service,  Expressrass 

BUSINESS.  PLEASURE. 

AT  ITT  SHERATUN, 
YUU  GET  THE  BEST  UF 
BUTH  WURLUS. 

cheek-in.  and  our  exclusive  (iluh  Levels.  \s  for 
pleasure,  kick  hack  at  the  Sheraton  Hal  Harbour 
in  Florida.  The  Sheraton  Waikiki.  Or  an\  of  our 
world  class  resorts.  ^  Join  ITT  Sheraton  (Hull 
International*  and  earn  ClubMiles  towards 
j  free  travel  or  a  free  sta\  at  an\ 
ol  our  more  than  KM)  hotels  worldwide, 
including  our  most  exciting  resorts.  Call 
\our  travel  professional  or  ITT  Sheraton  at 
800-325-3535. 


ices  like  "uaranlei 
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ITT 


|  Sheraton 

HOTELS 


UUR  WDRLO  REVOLVES  AROUNG  YUU 


■■vow  « 


Km.  m- 


Jusl     lew  uf  the  ITT  Sheraton  Hotels  in  North  America:  Delaware:  Sheraton  'suite*  Wilmington     Maryland:  Sheraton  International  at  HWI.  Sheraton  Inner  Harhor.  Sheraton  Bal 
North    Pennsylvania:  Sheraton  Greal  Valley/Malvem,  Sheraton  Plaza/King  of  Prussia.  Sheraton  Nmi-n  Hill/Philadelphia.  Sheraton  1  niversit)  City/Philadelphia.  Sheraton  Station  Square/Pitt:  . 
Virginia:  Sheraton  National/ Wlinglnn.  Sheraton  Costal  (an/ \rlington,  Sheraton  Region,  Sheraton  Premiere  at  twins  Corner.  Sheraton  Suites  \le\andria    Washington.  DC:  Sheraton  W  ash  Jl  

Sheraton  <  at\  Centre.  The ( !arlton 


Housing 

IT  YOURSELF — 
r  DO  IT  GREEN 


those  for  whom  home 
mprovement  is  not  a  TV 
;how  but  a  way  of  life, 
a  new  commandment: 
screen.  The  latest  mate- 
t  building-supply  stores 
arth-friendly,  such  as 
made  from  recycled 
i.  Power- tool  jocks  can 
ty  flooring  of  wood  sal- 
from  old  barns  or 
3  composed  mostly 
shed  light  bulbs  or 
red  windshields, 
many  do-it-your- 
,  environmentalism 
lew.  Energy  effi- 
became  big  during 
il  crises   of  the 
As  indoor  air  qual- 
:ame  an  issue  dur- 
i  past  decade,  less 
products  appeared 
market.  But  these 
ends  miss  crucial 
They  don't  always 
ve  resources.  And 
lon't  save  embod- 
ergy— that  is,  the 
it  takes  to  log 
or  mine  gypsum, 
s  these  materials 
mber  or  drywall, 
ally,  transport  the 
ts  to  your  site. 
INGLES.  Growth  in 
cal  consciousness 
the  American  In- 
of  Architects  (aia) 
ler  builder  organ- 
5  to  push  the  idea 
;ainable  architec- 
ts nascent  trend  em- 
3s  recycled  products, 
;ction  methods  that  cut 
m  trash,  and  designs 
11  for  less  material, 
simplest  way  to  start 
lg  your  home  may  be 
recycled  products  in 
3xt  project.  Nails  from 


W.  H.  Maze  come  from  melt- 
ed-down  cars.  Rustic  Shingles 
from  Classic  Products  look 
like  hand-split  wood  shakes 
but  were  once  aluminum  cans. 
Several  companies  make  deck- 
ing, landscape  edging,  and 
mailbox  posts  from  recycled 
milk  jugs.  Others  fashion  ply- 
wood-like panels  from  cast-off 


shield  glass  run  about  $1 
more  than  domestic  tile.  Glid- 
den  2000  paint  won't  make  a 
newly  painted  room  smell  like 
a  chemical  factory,  but  it  does 
cost  at  least  5%  more  than 
your  average  latex. 
HEALTH  WOES.  You're  not  like- 
ly to  find  everything  at  your 
local  supplier.  But  stores  ded- 
icated to  eco-building  have 
opened,  including  Environ- 
mental Construction  Outfit- 
ters in  Manhattan  (212  334- 
9659),  Environmental  Building 
Supplies  in  Portland,  Ore. 
(503  222-3881),  and  Planetary 
Solutions  in  Denver  (303  442- 


straw,  rice  hulls,  peanut 
shells,  and  newsprint.  A  half 
dozen  companies  are  remill- 
ing  wood  from  old  Nebraska 
barns  and  Southwest  home- 
steads. 

Sometimes,  the  cost  is  a  lit- 
tle more.  At  $4  a  square  foot, 
Traffic  Tiles  made  of  wind- 


6228).  For  a  mail-order  cata- 
log, call  Shelter  Supply  (800 
762-8399). 

Also,  several  groups  pub- 
lish exhaustive  listings  of  sup- 
pliers of  everything  from 
foundation  cement  to  roof 
joists.  Guide  to  Resource  Effi- 
cient Building  Elements  ($25, 


406  549-7678)  focuses  on  items 
that  conserve  raw  materials. 
You  may  want  to  ask  your  ar- 
chitect to  look  at  the  aia's 
Environmental  Resource  Guide 
($275  for  nonmembers,  $195 
for  members,  800  365-2724). 
Updated  quarterly,  it  offers  a 
wealth  of  technical  informa- 
tion aimed  at  professionals. 
For  example,  roof  or  floor 
joists  made  of  engineered 
wood  I-beams  use  half  the 
wood  of  traditional  4-by-12  or 
2-by-8  lumber  but  are  as 
strong. 

Model  homes  integrating 
these  techniques  are  going  up 
around  the  country.  In 
Missoula,  Mont.,  the  Cen- 
ter for  Resourceful  Build- 
ing Technology  built  the 
2,200-sq.  ft.  ReCraft  90 
house  with  one-sixth  the 
lumber  that  would  go 
into  a  typical  house.  Oth- 
er showcase  homes,  of- 
ten sponsored  by  local 
utilities,  have  been  built 
in  Seattle,  Phoenix,  and 
Upper  Marlboro,  Mcl. 

But  these  houses  don't 
solve  all  the  problems. 
"Some  building  products 
that  are  good  for  the  en- 
vironment aren't  good  for 
people,"  says  Victoria 
Schomer,  editor  of  Interi- 
or Concerns  Resource 
Guide  ($40,  415  389-8049). 
Engineered  wood  prod- 
ucts, such  as  fiber  board, 
are  often  glued  together 
with  formaldehyde-based 
glues  that  produce  toxic 
gases.  Carpet  made  from 
•recycled  plastic  might 
make  some  people  sick, 
as  can  some  types  of  re- 
cycled insulation.  You  can 
put  up  foil  barriers  over  your 
insulation  and  use  products  to 
seal  your  carpet,  but  these  are 
only  half-measures.  "What 
we're  working  for,"  says 
Boston-area  architect  Andrew 
St.  John,  "is  something  that 
won't  harm  the  earth  and 
won't  harm  us."  Heather  Millar 


Vbrth  Noting 


i  info.  Consumers  Un- 
improved its  service 
Is  car  buyers  the  exact 
iost  of  any  new  model. 


Now  you  can  call  a  toll-free 
number,  800  933-5555,  to  get 
the  information  on  the  phone, 
faxed  within  four  hours,  or 
mailed.  The  report  includes  a 
comprehensive  wholesale  price 
breakdown  for  options.  The 


cost  is  $11  for  one  report;  $20 
for  two;  $27  for  three. 
■  tot  fund.  SteinRoe's  Young 
Investor  Fund  (800  403-5437) 
aims  to  educate  kids— and  par- 
ents—about investing.  The  no- 
load  fund,  which  owns  such 


companies  as  McDonald's  and 
Walt  Disney,  issues  a  quar- 
terly newsletter  and  annual 
report  with  special  articles 
and  games  for  kids.  The  min- 
imum investment  is  $2,500,  or 
$1,000  for  a  custodial  account. 


capability :  executive  programs 


THE  REALITIES  O 
THE  viPTimi  nc 


Business  Week  presents 

The  Virtual  Office  in  association  with: 

MicroAge 

Infosystems  Services 

Ana1  with  the  support  of: 

AT&T  Global 
Information  Solutions 

IBM 

NEC  Technologies,  Inc. 
Zenith  Data  Systems 
Xircom 
Nynex 

Speakers  include: 
Jay  Chiat,  CEO  and  Chairman, 
Chiat-Day  Inc.  Advertising 
Michaei  L.  Joroff,  Ph.D. 
Director,  Research  and  Special  Planning, 
MIT  School  of  Architecture  and  Planning 
Palm,  SAFFO,  Director,  Emerging 
Technologies,  Institute  for  the  Future 
Al.AN  P.  H A LD ,  Vice-Chairman 
and  Co-Founder.  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


THE  REALITY  IS  -  portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  -  instantly. 

Taking  control  ol  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies. 


M\c\oAqg 

INFOSYSTEMS  SERVICES 


For  CIOs,  advertising,  sales,  marketing 
purchasing,  personnel,  data  processing, 
planning  &  development,  commu- 
nications and  engineering  executives, 
and  other  senior  managers  who  wish 
to  take  hold  of  latest  technologies  and 
management  strategies,  while  making 
direct  contact  with  top-level  technolo 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek  11 


Beyond  news.  Intelligence. 


To  register  for  The  Virtual  Office  conference, 
call  the  Business  Week  Registrar  at 
(800)  821-1329,  fax  your  response  to 
(21 2)5 1 2-628 1 ,  or  mail  this  coupon  to: 

Ami  McKenna 

Business  Week  Executive  Programs 
1 221  Avenue  of  the  Americas,  36th  floor 
New  York.  NY  10020 


Executive 
programs 


Copyright  1994  McGraw-Hill,  Inc. 
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Till  I 

C  OMPANY 

Address 

Telephoni 

Facsimile 

Primary  Busini  ss 
FEE:  $575 

Bin  my:                  American  Express 

Annuai  Revenue 

□  Check  Enclosed 

□  Mastercard 

□  Bill  me 

□  Visa 

A (  (  hum  Number 

Expirai  ion  Date 

SlGNATURI 


1  A  N <  I  11  A~I  I 


All  cancellations  must  be  received  in  writing  Those  postmarked  after  May  31.  1994  will  be  subject  to  a  service  charge  of  $150  Registra] 
who  fail  to  attend  and  do  not  cancel  prior  to  the  tonferetue  are  liable  for  the  entire  registration  fee.  You  may.  if  you  wish,  send  a  substitt) 


:  JDUCTION 

(  ;e  from  last  week:  -0. 1% 
!|  ie  from  last  year:  3.7% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week  0.3% 
Change  from  last  year  8  7% 


May  21 
194.1 


May  1  4 
194  3 


236  . 
230. 
224. 
218  . 


May  21 

235  7 


Sept 
1993 


■11 


May  1  4 
235  Ir 


Jan 
1994 


Ma) 
1994 


May 

1993 


Sept 
1993 


Jan. 
1994 


May 
1994 


|  production  index  fell  slightly  during  the  week  ended  May  21.  On  a 
la'ly  adjusted  basis,  output  of  trucks,  steel,  electric  power,  crude-oil  refining, 
aperboard  all  declined  Auto,  lumber,  and  paper  production  levels  were  all  up 
y,  while  coal  production  and  rail-freight  traffic  were  unchanged  from  the 
us  week.  Before  calculation  of  the  four-week  moving  average,  the  production 
dropped  to  193.6  from  194.2. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc 


The  leading  index  rose  during  the  week  ended  May  21,  as  the  Federal 
Reserve's  latest  hike  in  short-term  interest  rates  touched  off  rallies  in  the  financial 
markets  Higher  stock  prices,  lower  bond  yields,  and  faster  growth  rates  for  materials 
prices  and  M2  lifted  the  index  Data  on  business  failures  and  real  estate  loans  were 
unavailable  for  the  week  Before  calculation  of  the  four-week  moving  average,  the 
index  increased  to  237  4,  from  236.4. 

leading  index  copyright  1  994  by  Center  for  Internatronal  Business  Cycle  Research 
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Latest 
week 


Week 


%  Change 
year  ago 


Latest 
week 


Week     %  Change 
ago      year  ago 


5/28)  thous.  of  net  tons 

1,973 

1,903# 

3.7 

STOCK  PRICES  (5/27)  S&P  500 

455  75 

451  79 

1.1 

(5/28)  units 

137,765 

1 14,842r# 

9.2 

CORPORATE  BOND  YIELD,  Aaa  (5/27) 

7.98% 

7.89% 

7.0 

5  |5/28)  units 

150,606 

1 19,975r# 

69.0 

INDUSTRIAL  MATERIALS  PRICES  (5/27) 

101  5 

100  9 

62 

If.  POWER  (5/28)  millions  of  kilowatt-hours 

56,752 

54,695# 

4  8 

BUSINESS  FAILURES  (5/20) 

NA 

NA 

NA 

•OIL  REFINING  (5/28)  thous  ofbbl/day 

14,144 

13,986# 

1.2 

REAL  ESTATE  LOANS  (5/18)  billions 

NA 

$425  7 

NA 

5/21 1  thous.  of  net  tons 

19,798# 

19,931 

74 

MONEY  SUPPLY,  M2  (5/16)  billions 

$3,556.0 

$3,553.  lr 

2.4 

I0ARD  (5/21)  thous.  of  tons 

869. 2# 

859.  lr 

7  4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/1 4)  thous 

367 

381 

79 

(5/21)  thous.  of  tons 


817  0# 


791  Or 


4  7 


R  (5/21)  millions  of  ft. 


484  8# 


458  7 


5  1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


(EIGHT  (5/21)  billions  of  ton-miles 


22  6# 


22  7 


4  6 


s:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
n  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA3,  Association 
'Can  Railroads 


Latest 
week 

Week 
ago 

Year 
ago 

iSE  YEN  (6/1) 

105 

105 

107 

N  MARK  (6/1) 

1.64 

1.65 

1.60 

1  POUND  (6/1) 

1.51 

1.51 

1  54 

1  FRANC  (6/1) 

5  61 

5  64 

5.39 

IAN  DOLLAR  (6/1) 

1  38 

1.38 

1.28 

FRANC  (6/1) 

1.39 

1.40 

1  43 

IN  PESO  (6/1 )' 

3  323 

3  295 

3.122 

s:  Major  New  York  banks.  Currencies  e* 
xpressed  in  dollars 

pressed 

n  units  per  U.S.  dollar,  except  for  British 

KB, 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

6/1 )  $/troy  oz. 

386.300 

387.300 

4.7 

CRAP  (5/31)  #1  heavy,  $/ton 

122  50 

126.00 

15.0 

TUFFS  (5/31  (index,  1967=100 

217  9 

217.1 

8  0 

I  (5/28)  </lb. 

108.4 

107.8 

23.7 

<UM  (5/28)  C/lb 

64.5 

64.5 

24  0 

(5/28)  #2  hard,  $/bu. 

3.59 

3.63 

1.1 

1  (5/28)  strict  low  middling  1-1/16  in 

,  C/lb. 

80  60 

78  49 

43.2 

P*i  s:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureou,  Metals 
m  ansas  City  market,  Memphis  market 


VMM  ViU 

:.::[.j:.ih  :  wsvmm 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

PERSONAL  INCOME  (Apr  )  annual  rate,  billions 

$5,655  8 

$5,630  7r 

5  4 

CONSUMER  SPENDING  (Apr.)  billions 

$4,595  3 

$4,602  1 

6.0 

C0NSTR.  SPENDING  (Apr  )  annual  rate,  billions 

$508  5 

$505.4r 

13  2 

PURCHASING  MANAGERS'  INDEX  (May) 

57.7% 

57  7% 

13.6 

Sources:  Commerce  Dept.,  Census  Bureau,  National  Association  of  Purchasing  Management 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (5/16) 

$1,143.5 

$l,142.5r 

7.1 

BANKS'  BUSINESS  LOANS  (5/18) 

292  0 

292  Or 

5.2 

FREE  RESERVES  (5/25) 

61  1 

630r 

-44.3 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/18) 

154.8 

155  1 

-2  9 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/3 1 ) 

4  60% 

4.19% 

3.09% 

PRIME  (6/1) 

7  25 

7  25 

6  00 

COMMERCIAL  PAPER  3-MONTH  (5/31) 

4  60 

4.55 

3.23 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/1) 

4  51 

4.49 

3.21 

EURODOLLAR  3-MONTH  (5/27) 

4.49 

453 

3.20 

Sources:  Federal  Reserve,  First  Boston 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
ern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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Stop 
Overpaying 

For  Health 
Insurance! 


•  Over  75,000  Doctors 

•  Over  1,700  Hospitals 

•  Prescription  Drug  Card 

•  $2,000,000  In  Benefits! 

•  No  Employment  Required 

•  Individuals  &  Families 

•  Small  Businesses 

•  Child  Only  Coverage 

•  In-Hospital  And 
Out-of-Hospital  Coverage 

•  Emergency  Care 

•  Psychiatric  Benefits 


Sample  Indvidual  Plan  Rates'  DirtttCar 

The  Travelers® 

Individml  (Male.  24  \rsl 

$  76.75 

$134.06 

Individual  (Female,  24  yrs) 

$  98.75 

$161.16 

Couplet  Under  34) 

$192.75 

$330.29 

Family  (Parents  38  yrs.+  2  Ouldj 

$335.75 

$550.01 

For  A  Custom  Quote  And  Complete  Information  Call. 

1-800-850-7095 

^DirecttZM'j 

'Sample  Rates  computed  for  Houston.  TX.  based  on  comparison 
of  simitar  benefits  Rates  vary  by  Mate  and  zip  code. 
Contact  Diret  tCare®  for  a  i  ustomized proposal  and  a  <  omplete 
explanation  of  Medit  al  plan  provisions  Diret  tCare  is 
underwritten  by  Security  Life  Insurant  e  Company  ofAmerit  a, 
Minnetonka,  Minnesota. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Accor  55 

A  C  Nielsen  8 

Agriboard  Industries  48 

AIM  Constellation  90 

Allen-Edmonds  8 

Allstate  80 

American 

PsychManagement  72 
Apple  Computer  20,  87 
Aquinas  Technologies 

Group  48 
ASM  90 

AT&T  20,  52,  76,  78 

Avalon  Ventures  84 
Aviation  Systems  80 

B 


Banamex  76 
Banko  Bohemia  68 
Barclays  68 
Barclays  de  Zoete 
Wedd  34 
Bell  Atlantic  76 
BellSouth  20 
Belo  36 
Ben  &  Jerry's  6 
Blockbuster  6,  50 
Boeing  52 
Borden  64 

Bristol-Myers  Squibb  52 
British  Telecom  76 


Capital  Cities/ABC  6,  98 

Carlyle  Group  42 

Caterpillar  52 

CBS  6,  30,  34,  36,  74,  98 

Centel  76 

CGM  Capital 

Development  90 
Charles  Schwab  88 
Chemical  Bank  68 
Chiron  84 
Chrysler  52,  72 
CIGNA  72 
Citicorp  40,  42,  50 
Clayton,  Dubilier  &  Rice  50 
Cobra  Electronics  74 
Colonial  Shares  90 
Common  Sense  Growth  90 
Community  Care 

Network  72 
Compaq  Computer  74 
Conagra  64 
Continental  Airlines  77 
Coopers  &  Lybrand  24 
Cox  Enterprises  30,  36 
C-Span  39 

D 


Delta  Air  Lines  80 
Deutsche  Bank  68 
Dial  82 

Digital  Equipment  50 

Disney  30,  42 

DU  Merchant  Banking  36 


Electronic  Data  Systems  76 
E.M.Warburg  72 
Environmental  Building 
Supplies  93 

Environmental  Construction 
Outfitters  93 
Ericsson  20 
Evergreen  90 
Exxon  51 


Fahnestock  74 
Fiat  44 
Fidelity  Capital 

Appreciation  90 
Fidelity  Growth  & 

Income  90 

Fidelity  Investments  88 
Fidelity  Magellan  90 
Fidelity  National 
Financial  8 
Fitzwilton  64 
Food  Lion  82 
Ford  72 

Fox  6,  30,  34,  36,  98 


Gannett  30 
GE  70 
GE  Mobile 

Communications  20 
General  Foods  40 
General  Magic  20 
Gerber  Products  64 
Gillette  52 
Glamis  Gold  74 
Glaxo  64 
Goldman  Sachs  64 
Great  American 

Communications  36 
Greyhound  82 
Groupe  Schneider  55 
Grupo  lusacell  76 
GT  Worldwide  Growth  90 

H 


Hanover  Direct  74 
Heinz  (H.J  )  64 
Hill  &  Knowlton  51 
Human  Genomic 
Sciences  84 


IBM  50,  52,  55 

IDB  Communications  50 
Immune  Response  84 
Incyte  Pharmaceuticals  84 
Independent 

Newspapers  64 
In-Flight  Phone  76 
Information  Resources  8 
International  Lubricants  48 
International  Polyol 

Chemicals  48 
INVESCO  Funds  88 
IRI  55 

Ivy  International  90 


Jacobs  Automotive  44 
J.D.  Power  &  Associates  44 
John  Fairfax  Group  64 
J. P.  Morgan  82 


Kentucky  Fried  Chicken  52 
Kidder  Peabody  70 
Kmart  50 

Korn/Ferry  International  24 
Kraft  40 


Lazard  Freres  68 
Lewin-VHI  72 

M 


Mackenzie  American  90 
Marriott  Contract 
Services  61 
McCaw  Cellular  76 
McDonnell  Douglas  52 
McGraw-Hill  28,  36 
MCI  76,  78 

Media  Venture  Partners  36 
Mediobanca  55 
Mercedes-Benz  44,  52 
Meredith  30,  36 
Merger  Fund  90 
MFS  Research  A  90 
Mirror  Group 
Newspapers  64 
MMS  Internationol  28 
Montgomery  Securities  72 
Morgan  Stanley  80 
Morningstar  88 
Motorola  20 
Multimedia  30 

N 


NBC  6,  30,  34,  36,  98 

Nestle  64 

Neuberger  &  Berman 
Selected  Sectors  90 

New  England 
Consulting  82 
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[Editorials 

 — — 

- 

NEW  RULES  FOR  A  NEW  BROADCASTING  WORL1 

- 

■■he  U.S.  broadcasting  landscape  is  changing  fast.  Fox 
|  Broadcasting  Co.'s  coup  in  pulling  12  TV  affiliate  sta- 
H  tions  away  from  CBS,  NBC,  and  Capital  Cities/ABC  quick- 
ly alters  the  playing  field  for  all  the  networks.  Now,  there 
are  four  "nets,"  but  they  are  not  all  playing  by  the  same  rules. 
It's  time  for  the  government  to  reexamine  the  regulations 
that  govern  the  broadcast  industry.  The  marketplace  has  made 
many  obsolete  (page  30). 

Under  existing  rules,  networks  are  not  allowed  to  own  stu- 
dios that  sell  programming  to  other  distributors,  such  as  ca- 
ble. As  a  result,  they  can't  generate  revenues  from  syndica- 
tion—reruns of  popular  old  shows— which  is  a  mammoth 
moneymaker. 

But  Fox  can.  This  "nearly  network"  is  still  not  officially 
defined  as  a  network  by  the  Federal  Communications  Com- 
mission because  it  offers  only  15  hours  of  programming  a  day, 
compared  with  22  from  CBS,  NBC,  and  ABC.  Fox's  Twentieth 
Century  Fox  studio  is  a  major  film  producer  {Mrs.  Doubtfire 
and  Home  Alone)  as  well  as  a  prodigious  maker  of  TV  shows 
(The  Simpsons,  L.  A.  Law,  and  m'a'S'h). 

Rupert  Murdoch,  the  head  of  Fox,  also  changed  the  broad- 
cast playbook  by  not  buying  the  stations  outright.  He  invest- 
ed $500  million  in  return  for  a  20%  stake  in  New  World  Com- 
munications Group  Inc.,  owned  by  Ronald  0.  Pearlman.  As 

part  of  the  deal,  he  received  access  to  the  television  sti; 

The  three  networks  have  been  operating  under  stric 
ernment  regulations  over  station  ownership.  The  Foj 
essentially  circumvents  those  limits. 

Finally,  there  is  the  issue  of  foreign  ownership.  Altj 
Murdoch  is  an  American  citizen  and  Fox  is  70%  owr 
Murdoch,  his  overall  holding  company,  News  Corp.,  i: 
tralian.  Thus,  the  ownership  remains  unclear,  and  Fc 
may  be  the  first  foreign-owned  network  in  U.  S.  histc 

With  all  these  changes  going  on,  FCC  Chairman  R< 
Hundt  has  a  lot  of  work  cut  out  for  him.  What  should 
The  explosion  of  technology  and  the  expansion  of  di: 
tion  outlets  make  past  restrictions  archaic.  New  glob 
dia  configurations  are  in  the  making,  and  the  gover 
should  help,  not  hinder,  their  development. 

If  Fox  can  own  a  studio,  certainly  the  other  nets 
be  allowed  to  create  and  sell  programming  and  rece 
nancial  benefits  from  syndication.  If  Fox  can  get  acces; 
many  as  12  stations  by  an  indirect  investment,  so  shot 
other  networks.  And  if  the  marketplace  says  there  is 
for  a  fourth  network,  then  its  ownership,  in  this  par 
case,  is  not  important.  Rupert  Murdoch  changed  the 
cast  scene  very  quickly.  The  challenge  is  for  Reed  Hu 
move  just  as  fast  on  the  regulatory  front. 

I 

A  FOUR-STEP  PLAN  TO  REFORM  WELFARE 

i 

u 

He 

1  t's  showdown  time  for  welfare  reform.  After  decades  of 
1  angry  partisan  debate,  the  Clinton  Administration  is  on 
H  the  verge  of  sending  a  "two  years  and  work"  reform 
package  to  Congress.  With  welfare  rolls  swelling  and  with 
more  children  being  born  out  of  wedlock  and  into  poverty 
every  year,  the  time  is  long  since  past  when  serious  welfare 
reform  should  have  been  addressed  (page  58). 

But  the  Clintonites  are  flinching  just  when  they  should  be 
fighting.  The  chance  of  passing  major  social  legislation  is  be- 
ing lost  by  political  compromises.  Too  bad.  A  little  political 
backbone  at  the  White  House  on  four  issues  could  help  end 
the  culture  of  poverty: 

■  TWO  YEARS  AND  WORK.  This,  the  heart  of  the  Clinton 
proposal,  is  under  attack  as  being  too  harsh.  There  are  calls 
to  extend  it  to  three  or  more  years,  expand  the  number  of 
women  "unable"  to  work,  or  dump  the  time  limit  entirely. 

"Tough  love"  is  the  call  here.  Clinton  should  insist  on  a 
strict  series  of  financial  rewards  and  penalties  to  encourage 
training,  job  placement,  and  child  support.  Without  this  dis- 
cipline, welfare  reform  can't  work. 

■  JOBS.  Welfare  reform  is  under  attack  as  too  expensive.  Op- 
ponents say  that  millions  of  public-service  jobs  will  be  need- 
ed because  welfare  mothers  can't  get  private  employment. 

That's  nonsense.  Immigrants  from  Latin  America,  Africa, 
and  Asia  are  driving  cabs,  cutting  lawns,  washing  dishes,  serv- 

ing  food,  and  helping  the  elderly  all  over  America, 
past  year  alone,  500,000  jobs  have  been  created  in  ret 
300,000  in  health  care,  and  200,000  in  restaurants  anc 
Welfare  bureaucrats  may  not  know  where  these  ent: 
el  private-sector  jobs  are  or  how  to  find  them.  But  a 
cum  of  job  training  and  a  serious  job  search  could  c 
most  of  those  on  welfare  to  the  world  of  work. 

■  FINANCING.  Day  care  is  essential  if  work  is  to  replac 
fare.  Nearly  all  recipients  of  Aid  to  Families  with  Dept 
Children  are  young  women  with  children. 

This  will  cost  real  money,  but  it  is  money  that  sho 
spent.  The  Clinton  Administration  has  been  wimping 
a  second  round  of  major  federal  spending  cuts.  Trimmi 
ricultural  subsidies  and  cutting  back  on  unneeded 
electrification  could  generate  far  more  than  the  $9.5 
the  Administration  is  proposing  to  finance  its  prograi 

■  STATE  WAIVERS.  There  is  a  desire  among  many  in  Co 
for  top-down  federal  control  over  welfare  reform. 

The  Administration  should  resist  such  control  and  i 
ue  to  grant  waivers  to  states  willing  to  experiment.  1 
such  as  New  Jersey,  are  trying  to  keep  welfare  mother! 
having  more  children  by  reducing  or  cutting  off  payn' 

These  four  steps  might  not  end  welfare  as  we  kr 
But  they  would  make  a  significant  difference.  This  is  i 
time  for  Washington  to  punt. 
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Introducing  the  10  Most  Wanted  Father's  Day  Gifts. 

ladio  Shack,  we'll  give  you  easy  answers  for  what  to  give  Dad  —  with  our  10  most  wanted  gifts  for  Father's  Day.  At  prices  from  24.99 
■9.99.  Need  an  easy  way  to  get  the  gift  to  him?  With  our  new  Radio  Shack  Gift  Express  service,  we'll  box  your  gift,  enclose  a  person- 
id  card  and  ship  it  anywhere  in  the  Continental  U.S.  via  Federal  Express  Delivery  Service™*  We'll  even  include  the  address  of  a 
io  Shack  near  your  Dad  for  helpful  advice  or  convenient  exchange.  'Delivery  by  Father's  Day  it'purchased  by  June  14. 
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safe,  sensible  way  that  is  helping  over  one  million  people  plan  for  today  and 
tomorrow.  It's  called  Group  Universal  Life.  A  slightly  misleading  name.  Because 
in  our  hands,  it  is  very  much  designed  for  the  needs  of  the  individual.  It  starts  with  life 
insurance  protection.  But  that's  just  the  beginning.  We  let  your  employees  build  up 
cash  value  in  a  way  that  makes  sense  for  them.  Their  contributions  can  increase, 
decrease  or  even  stop.  And  should  they  leave,  their  policy  could  leave  with  them. 
They  could  also  keep  life  insurance  coverage  even  after  they  retire.  The  challenges 
people  face  today  are  many.  And  our  wide  range  of  life  products  and  services  can  help. 
True,  this  kind  of  flexibility  and  understanding  of  human  needs  is  unusual  for  some. 
But  just  what  you'd  expect  from  the  people  who  make  their  living  by  caring. 


CIGNA  Group  Insurance 


Life  •  Accident  •  Disability 
A  Business  of  Caring. 


WITH  TAURUS  SHO, 
WHO  NEEDS  COFFEE  IN  THE  MORNING- 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 
AGAIN.* 


Skip  the  coffee.  There's  no  better 
way  to  begin  the  day  than  with 
a  serious  dose  of  Taurus  SHO. 
Right  there  in  your  garage  is  a 
24-valve  caffeine-free  wake-up 
call.  But  the  SHO's  stimulating 
qualities  are  not  limited  to  its 
performance  alone. 


SHOs  sleek  good  looks  are  : 
subtle  hint  at  the  power  that  £ 
within.  Then,  behind  the  wh'.l 
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on  the  road. 


)PEN1NG  PERFORMANCE. 
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sr  will  turn  your  commute 
he  ideal  way  to  enjoy  speed- 
tive  variable-assist  steering 
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p<  -tuned  suspension.  And  since 
h-  ower  of  SHOs  24-valve 


DOHC  engine  is  balanced  by 
a  standard  anti-lock  braking 
system  and  dual  air  bags**  you'll 
be  able  to  concentrate  on  a 
world-class  driving  experience. 

Awaken  the  performance  driver 
within.  Ford  Taurus  SHO.  Your 
commute  will  never  be  the  same. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


*  Based  on  1993  CY  manufacturer  s  reported  retail  deliveries 
"Always  wear  your  safety  belt 
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TOO  HARSH  A  LIGHT? 
CLINTON'S  WOES,  PARTICULARLY  IN 
FOREIGN  POLICY,  ARE  MOUNTING.  HIS 
SUCCESSES  WITH  THE  BUDGET,  THE 
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TALK  SHOW 

It  won't  hurt  me  in  '94,  and  I  can  put  enough  intc 
and  '96  to  crawl  through  to  reelection. 

—Bill  Clinton  on  the  demise  of  his  1993  job-creation  plan,  as  ql 
ed  in  Bob  Woodward's  The  Agenda 


EDITED  BY  LARRY  LIGHT  AND  JULIE  TILSNER 


EXECUTIVE  SWEETS 

PLUSH  SEATS  WITH 
PLENTY  OF  FRINGE 


W 'anted:  Distinguished 
person  to  serve  on  cor- 
porate board  Exl  benefits,  gen- 
erous pension,  travel,  all  ex- 
penses paid.  Just  two  hours  a 
week!  Pay  up  to  six  figures! 

The  pay  of  corporate  direc- 
tors is,  according  to  sharehold- 
er activist  Nell  Minow  of  the 
Lens  Fund,  "the  last  dirty  se- 
cret." Although  Korn/Ferry 
International  reports  that  di- 
rectors work  only  an  average 
of  103  hours  a  year,  the  aver- 
age retainer— the  base  pay- 
has  increased  in  recent  years, 
to  $20,929  in  1993.  But  there's 
much  more  (table). 

Many  companies  also  award 
directors  extra  stock  options 
and  hefty  additional  fees  for 
chairing  committees  or  attend- 
ing meetings.  And  after  just 
three  years  of  service,  many 
are  awarded  a  generous 
pension,  which  can  double 


their  pay  as  active  directors. 

BUSINESS  WEEK  took  a  look 
at  the  companies  with  the 
largest  retainers,  as  tracked 
by   Directorship  Database. 


DIRECTORS'  PAY:  SOME  LEADERS 


DIRECTOR/COMPANY 
John  Clendenin 

RJR  NABISCO 


BASE  PAY       ACTUAL  PAY 


550,000+  $161,000 


Thomas  Kean 

AMERADA  HESS 

$50,000  $145,000 

Edward  Meyer 

ITT 

$42,000+  $134,000 

Richard  Furlaud 

AMERICAN  EXPRESS 

$64,000+  $105,900 

George  Beitzei 

BANKERS  TRUST 

$51,869t  $80,869 

Edgar  Woolard  Jr. 

IBM 

$55,000+  $65,925 

-INCLUDES  ESTIMATED  STOCK-OPTION  VALUE 
(SOME  PAY  WILL  CONTINUE  VIA  PENSION,  UPON  LEAVING  BOARD 

DATA:  COMPANIES'  1994  PROXIES,  BACHELOER  GROUP,  DIRECTORSHIP  DATABASE 


Former  New  Jersey  Gov. 
Thomas  Kean  managed  almost 
to  triple  the  $50,000  base  pay 
he  got  in  1993  at  Amerada 
Hess.  "We  ask  a  lot,"  says  a 


BROADCAST  NEWS 


IS  FOX  FOREIGN?  DON'T  BE  SO  SURE 


Don't  worry,  Rupert,  about 
that  Federal  Communica- 
tions Commission  inquiry  into 
charges  that  your  emerging 
fourth  TV  network  violates 
limits  on  foreign 
ownership.  To 
the  distress  of 
Rupert  Mur- 
doch's enemies, 
particularly  CBS, 
a  top  FCC  offi- 
cial says  that 
the  allegation  is 
a  "nonstarter." 

Murdoch,  an 
Australian-born 
U.  S.  citizen, 
paid  $510,000  in  1985  for  51% 
ownership  of  six  Metromedia 
stations,  which  became  affili- 
ates of  his  Fox  Broadcasting. 
Murdoch-controlled  News 
Corp.,  based  in  Sydney,  paid 
$1.6  billion  for  just  a  24% 
share.  But  then,  the  NAACP, 


pushing  for  African- American 
station  ownership,  complained 
to  the  FCC  earlier  this  year. 
CBS,  upset  about  its  recent 
loss  of  pro  football  and  affili- 


TAX  DOLLARS  AT  WORK 

JOIN  THE  INS,  SEE  THE 
WORLD— ON  A  CRUISE 


It's  not  a  bribe.  It's  the 
Love  Boat.  A  Justice  Dept. 
Inspector  General's  audit  says 
U.  S.  cruise-ship  lines  let  Im- 
migration &  Naturalization 
Service  inspectors  take  their 
families  and  pals  on 
trips  to  Caribbean 
or  Mexican  ports 
for  free  or  for 
as  little  as  $10 
each  per  day. 

Usually,  in- 
spectors travel 
on  a  ship's  round- 


Hess  spokesman,  a  widely 
shared  response.  At  American 
Express,  Richard  Furlaud, 
who  acted  as  chairman  for 
five  months  last  year,  raked 
in  an  extra  $212,384  worth  of 
stock  options  for  his  trouble, 
on  top  of  the  $105,900 
he  was  already  getting 
as  a  director.  Other 
AmEx  directors  did 
even  better.  Henry 
Kissinger  hit  the  com- 
pany with  $350,000  in 
consulting  fees. 

At  RJR  Nabisco,  con- 
trolled by  Kohlberg 
Kravis  Roberts,  KKR 
partners  hold  7  of  the 
11  outside  board  seats, 
paying  $50,000.  Plus, 
KKR  pockets  $10  mil- 
lion a  year  for  "man- 
agement, consulting, 
and  financial  services." 

So  what  kind  of  pay 
do  activist  sharehold- 
ers like?  The  one  that 
Sandy  Weill  has  enacted  at 
Travelers:  Directors  get 
$75,000  in  stock-no  cash,  no 
extra  meeting  fees,  no  pen- 
sion plans.       Elizabeth  Lesly 


ates  to  Fox,  seems  gleeful. 

Word  at  the  FCC,  though, 
is  that  it's  not  necessarily  in 
the  public  interest  to  zap  Fox 
by  making  it  sell  its  stations. 
And  the  feds  likely  won't 
even  act  on  the  foreign-own- 
ership question.  Mark  Lewyn 
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trip  voyage  to  prevent  stow- 
aways from  sneaking  into  the 
U.  S.  But  Justice  says  that, 
on  15%  of  1992  cruises  it  sur- 
veyed, inspectors  brought 
along  guests.  Some  distract- 
ed agents  even  did  their  in- 
spections before  the  ship  left 
a  foreign  port,  potentially  let- 
ting illegal  aliens  slip  aboard. 
The  INS  says  it  will  tighten 
procedures,  but  Repre- 
sentative Gary 
Condit  (D-Calif.) 
calls  for  firing 
culprits.  To  date, 
just  one  INS  em- 
ployee has  been 
axed.  Richard  S. 
Dunham 


HONCHOS 


ICAHH'S  LATEST 
TAKEOVER:  NEXT  DO  I 


American  Express'  (U 
penthouse  condoj 
Manhattan's  Museum  of| 
ern   Art   is   the  srt 
dreams:  5,000  square| 
marble  bathrooms,  teak 
servants  galore, 
bought  it  in  1986  so  the 
James  Robinson,  who  Li| 
a  Connecticut  estate, 
weekday  pied-a-terre 
spot  for  official  entertai| 
Although  Robinson  pa 
company  rent— $157,0(1 
1992— it  didn't  begin  to  I 
costs.  AmEx  shelled  oui 


lllllttllll 


ROBINSON: 

Last  resident 


million  to  buy 
the  condo,  plus 
$1   million  in 
improvements 
and  $200,000- 
plus  in  yearly 
operating  costs. 
After  Robin- 
son's ouster  in 
early  1993,  the  placet 
guished  unsold  in  New  m 
blah    real    estate  mas 
AmEx  steadily  droppe 
$5.5  million  asking  price! 

Well,  now  there's  a  bjl 
Financier  Carl  Icahn,  yl 
owns  an  adjoining  penthfs 
has  agreed  to  pick  it  up  r 
bargain  $3.2  million.  A  I 
son  close  to  Icahn  saw 
likes  Robinson's  Hudson  ]*n 
view— and  may  join  thejvi 
apartments  or  sell  his  old>n 
Neither  would  comrrn 
AmEx  would  only  corti 
that  it  had  found  a  buye 


ijiPt 


NEXT  QUARTER'S  PROJECTIONS. 

You  want  the  ideal  color  printer.  The  one  that  will  help  you  turn  mission-critical  presentations 
into  missions  accomplished. 

You  want  the  KODAK  ColorEase  PS  Printer.  The  PC  Editor's  Choice  award-winner  that 
comes  fully  loaded  with  all  you  need  to  output  persuasive  and  powerful  overhead  transparen- 
cies and  prints.  Easily,  and  in  no  time  at  all. 

We're  talking  complete  compatibility  with  your  Macintosh  Computer  or  Windows 
Software.  True  ADOBE  PostScript5  Level  2  Language  built  in.  A  plug-in  module  m/m 
for  ADOBE  PHOTOSHOP  Software.  Optional  Ethernet  capabilities.  And  a  one-year,  p0*soupt 

1  '  Sottwafe  From  Adobe 

on-site  manufacturer's  warranty. 

Not  to  mention  over  76  million  colors,  superb  resolution,  and  UltraColor  Software 
from  Kodak,  which  gives  you  great  color  the  first  time.  And  every  time.  All  from 
your  desktop.  At  a  price  you  can  afford. 
^  Call  800  344-0006  (800  465-6325  in  Canada)  today  for  a  free 

output  sample  and  dealer  information.  Never  before  has  a  color  printer 
been  able  to  do  so  much,  so  fast.  For  so  little. 


SHOW  BIZ 


IS  SNOW  WHITE  GONNA 
BE  LIZARD  LUNCH? 


Flesh-eating  dinosaurs 
square  off  against  the 
housemother  of  seven  diminu- 
tive eccentrics  this  fall  at  vid- 
eo-rental stores  everywhere. 
Hollywood  expects  the  video 
releases  of  MCA/Universal's 
Jurassic  Park  and  Walt  Dis- 
ney's Snoie  White  &  the  Seven 
Dwarfs  will  generate 
mind-boggling  sales- 
and  outpace  the  all- 
time  champ,  Dis- 
ney's Aladdin  (24 
million  copies  sold 
since  its 
late-1993 
release 
Both  com- 
panies, says 
David  Davis, 
an  analyst  with 
Paul  Kagan,  have  "deep  pock- 
ets and  blockbuster  films." 

Jurassic  Park,  with  the 
biggest-ever  movie  box  office 
($900  million  worldwide),  ben- 
efits from  a  monstrous  pro- 
motional blitz.  The  Jurassic 
hype  is  being  billed  in  the  in- 
dustry as  the  record  for  a 
video:  $65  million,  including 


$35  million  on  TV  advertising. 
There  are  such  tie-ins  as  Jell- 
0  Jiggler  molds  in  the  shape 
of  tiny  saurians,  courtesy  of 
Kraft  General  Foods;  Jell-0 
buyers  get  a  $5  rebate  on  the 
video.  Also  hyping  the  video: 
McDonald's  and  Kenner  Toys. 
MCA/Universal  Home  Video 
vows  that  some  98%  of  the 
U.  S.  population  will  see  a 
dino  promo  an  average  of  25 
times  by  Christmas. 

Typically  closemouthed, 
Disney  won't  say  what  it  will 
spend  on  Snow  White,  but  it's 
safe  to  say:  less.  Still,  the 
Snow-job  won't  be 
shabby.  Buyers 
of  Pillsbury 
and  Mattel 
products  also 
can  get  a  $5 
rebate  for 
the  video. 
One  big  advan- 
tage: The  movie 
is  a  classic  be- 
loved by  parents. 
One  possible 
drawback  for  Jurassic  Park 
is  that  it  is  scary,  which  could 
hold  down  family  sales.  Yet 
Snow  White,  the  first  animat- 
ed feature  ever,  was  made 
way  back  in  1937  and  last 
year  did  just  a  modest  $41 
million  in  tickets  when  it  was 
rereleased  on  the  wide 
screen.        Larry  Armstrong 


RAT  PATROL 


LITTLE  JOHNNY  HAS  THE  PORSCHE?  DON'T  WORRY 


Ever  noticed  those  "How 
Am  I  Driving?"  bumper 
stickers  on  commercial  trucks? 
They  give  you  an  800  number 
to  call  if  the  answer  is:  lousy. 
Well,  the  sticker  outfit  is  soon 
bringing  out  a  version  for 
*  teenagers.  ^ 

Driver's 
Alert  of  Pompano  Beach, 
Fla.,  will  have  operators 
standing  by  to  relay  reports 
of  youthful  motoring  malfea- 
sances to  parents,  who  will 
pay  $20-$59  per  year.  Other- 
wise, says  company  President 
John  DiPrato,  parents  may 


not  even  hear  about  traffic 
tickets  "until  the  next  year 
when  their  insurance  rates  go 
up."  Elderly  drivers  can 
sign  up,  too. 

Of  course,  young  driv- 
ers aren't  thrilled  by  the 
idea.  Notes  18-year-old 
Maria  Fleites  of  Cora 
Gables,  Fla.:  "There 
are  so  many  bad  driv- 
ers out  there"  who 
aren't    teens.  Driver's 
Alert,  which  has  3,000 
commercial  clients,  tried  to 
break  into  the  teen  market 
three  years  ago  without 
success.  This  time,  it  hopes 
to  do  better  by  enlisting 
insurers  to  grant  dis- 
counts of  5%  or  so  to  cli- 
ents. Fernando  Battaglia 


DRAWN  AND  QUARTERED 


BIG  BLUE'S  BLUES 

IBMers  MAY  BE  MISSING 
SOME  LINKS 


■  t's  not  just  mainframe  com- 
I  puters  that  IBM  has  been 
forced  to  give  deep  discounts 
on.  The  company  is  unloading 
a  country  club  for  employ- 
ees—one of  three  in  the 
U.S. -for  $12.7  million, 
well  under  the  $20  million 
asking  price.  The  wealthy 
village  of  Sands  Point, 
N.Y.,  plans  to  buy  the 
swanky  208-acre  club  on 
Long  Island  Sound  for  use 
of  the  locals— with  its 
.">!), HOO-square  loot  mansion, 
nine-hole  golf  course,  eight 
tennis  courts,  two  softball 
fields,  hiking  trails,  and  beach. 

The  club,  bought  in  1952, 
was  on  the  market  for  six 
months.  Buyers,  typi- 
cally developers,  were 


scarce  since  new  zoning  ■ 
hiked  minimum  lot  sizes  I 
two  to  five  acres.  It  cosB 
million  a  year  to  maintainB 
ers  pay  $25  yearly  per  B 
family  member. 

Other  excess  IBM  propni 
its  Manhattan  skyscrfl 
which  real  estate  source 


THE  BIG  PICTURE 


went  for  one-third  less 
its  $300  million  asking 
It  will  keep  the  other 
clubs— in  Endicott  and  Pofe! 
keepsie,  N.Y.— but  let  ou 
ers   join  for 
annually.   Ira  9f> 


RETCHING 

It's  taking  longer  for  ousted  10 
senior  executives  to  find  new 
jobs.  Severance  packages, 
which  used  to  cover  their  * 
unemployment,  have  . 
shrunk— to  the  point  where 
benefits  now  run  out  before  2 
new  jobs  show  up.  Q 


DATA:  DRAKE  BEAM  MORIN  INC 
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UP- 


We'd  LikeTo 
Set  The  Record 
Straight  On  Who 

Finished  First 
In  Client/Server 

Applications. 


anked#1 
Worldwide 
lient/Server 
iplications 
by-IOC; 


It's  all  right  here  in  black  and  white.  SAP  takes  the  checkered  flag  as  the  worldwide  leader  in  client/server 
applications.  Powered  by  the  superior  performance  of  R/3  —  the  first  fully-integrated  client/server  software. 
From  finance  to  manufacturing,  sales  to  human  resources,  R/3  helps  manage  and  streamline  key  business 
operations  for  over  1500  major  corporations  around  the  world .  In  fact,  9  of 
the  top  10  Fortune  500  companies  count  on  SAP  to  put  more  people  in  the 
;r's  seat  with  greater  access  to  the  information  they  need,  enterprise-wide.  So  to  find  out 


our  integrated  client/server  solutions  can  give  you  a  true  competitive  advantage, 
5AP..ASAP  At1-800  USA-1SAP,ext.100.  Integrated  Software.  Worldwide: 


I  on  tolal  worldwide  client/server  applications  software  and  maintenance  revenues  as  reported  by  International  Data  Corporation,  April  1994  ©1994  SAP  America,  Inc 
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ELECTRIC  CARS:  THE  BUZZ 

IS  FAVORABLE  

■  don't  know  anyone  who  would  be  fool- 
I  ish  enough  to  buy  an  El-Jet,  Conse- 
quento,  Tropica,  Electricar  pickup,  or 
even  the  Ecostar  ("Electric  cars,"  Cover 
Story,  May  30). 

We  must  first  rid  California  of  all  cars 
over  15  years  old  and  run  emission  tests 
each  year  after  a  car  reaches  five  years. 
See  what  these  results  bring  before  try- 
ing this  asinine  requirement  for  electric 
cars  in  1998. 

Hugh  Bogen 
Newbury  Park,  Calif. 

Your  article  was  an  interesting  saga 
of  the  difficulty  of  covering  any  dis- 
tance with  electric  cars,  but  it  seemed  to 
miss  the  point.  What  prevents  battery- 
powered  electric  cars  from  being  imme- 
diately practical  is  not  any  technological 
problem.  It  is  only  a  lack  of  service 
facilities. 

All  we  have  to  do  is  design  electric 
cars  with  quickly  interchangeable  bat- 


tery packs.  Gasoline  stations,  rend 
"electricity  stations,"  could  swap  ba\ 
ies  in  less  time  than  it  takes  to  mi 
tank. 

Service  station  networks  would  w 
the  batteries,  and  the  cost  of  the  1  >a1  ;r 
divided  by  its  expected  lifetime  woullf 
factored  into  the  watt-hour  chargdji 
the  battery  swap. 

Robert  Jesup 
Rye,  IT 

Look  in  the  attic  (or  basement)  f 
copy  of  Tom  Swift  and  his  Ele* 
Runabout:  Or-  the  Speediest  Car  on 
Road,  which  was  published  some 
years  ago. 

It's  all  there.  Thomas  Swift  of  Si 
ton,  N.Y.,  was  years  ahead  of  us  all] 
Richard  N.  Moij 
Louisj 

The  hybrid  car  would  cost  much 
than  an  electric  car.  The  combu 
engine  can  be  an  enlarged  turbochai] 
delivering  20  kw  at  constant  speed 
will  run  clean  on  liquefied  gas.  Cal: 
nia's  Utopian  search  for  the  100%  c 


EDITOR'S  MEMOI 
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MUTUAL-FUND  EXTRA:  READ  ALL  ABOUT  IT 


This  issue  provides 
what  has  become 
one  of  our  most 
popular  features,  the 
midyear  update  of 
Where  to  Invest.  To- 
gether with  our  Where 
to  Invest  issue  at  the 
end  of  the  year,  it  is  our 
most  comprehensive 
coverage  of  the  invest- 
ment environment:  eco- 
nomic performance,  the 
stock  market,  mutual 
funds,  bonds,  and  vari- 
ous other  financial  investments.  Among 
that  broad  spectrum  of  investment  ve- 
hicles, mutual  funds  seem  to  generate 
the  most  reader  interest. 

For  those  fund  fans  who  want  more 


information,  there 
help:  the  latest  editi 
of  the  book  version 
Business  Week's  Guh 
to  Mutual  Funds.  It  hi 
informative  eommentj- 
ies  by  Senior  Writer  J<:- 
frey  M.  Laderman  | 
the  basics  of  mutui 
fund  investing  as  well 
such  things  as  matchii 
your  goals  with  vario 
funds.  The  book,  whi 
costs  $14.95,  also  i 
eludes  the  latest  innov 
tions  in  our  distinctive  fund  ranking 
such  as  aftertax  returns  and  an  a 
sessment  of  each  fund's  investme 
style.  Check  your  local  bookstore  < 
call  800  2MC-GRAW.  Happy  investin 
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Your  business  mail  is  not  a  necessary 


evil.  But  it  is  an  absolute  necessity. 


It  is  how  your  bills  go  out.  It  is  how 


the  money  comes  in.  And,  through 


a  Quality  Mail  Solution,  it  can  even 


make  the  bills  go  out  faster.  So 


the  money  comes  in  faster.  In  fact, 


using  direct  mail,  it  can  make  more 


money  come  in  than  ever  before. 


The  mail  is  your  company's  biggest 


untapped  resource.  It  is  your  busi- 


ness's  lifeblood.  It  isn't  just  the  mail 


It's  money.  To  learn  more,  call  us 


at  1-800-672-6937,  ext.  3288. 


|  Pitney  Bowes 


ISO  1001  Registercd  Firm 


"Risk.  We'll  Get  You  Over,  Under, 
Around  Or  Through  It." 


I 


Risk  can  tear  at  the  corporate  fabric  if  it's  allowed  to.  global  markets  so  we  have  the  knowledge  and  expertise  it! 

Since  there's  no  avoiding  risk,  you  need  a  financial  partner  takes  to  structure  exactly  the  right  solution, 
who  can  help  you  manage  it.  That's  Chemical.  If  we  don't  already  have  an  offsetting  structure  we'll 

Bring  us  your  risk  problem.  We  are  active  in  all  the  create  one.  We  can  devise  interest  rate  swaps  and  options, 


Chemical 


Ii|  cy  swaps  and  options,  commodity  products  and  equity 
bj  rive  products. 

'  hemical  can  work  with  you  as  banker,  advisor,  and 
rati  *  and  investment  partner,  anywhere  in  the  world. 


The  more  we  help  you  manage  risk,  with  objective 
advice  and  efficient  execution,  the  more  successful 
we  are  in  creating  an  association  that  benefits  us  both. 

Without  letting  risk  deter  you. 

Expect  more  from  us: 


©  1994  Chemical  Banking  Corporation 


car  has  carmakers  barking  up  the  wrong 
tree,  and  as  a  result,  even  less  research 
and  development  has  been  done  on  the 
hybrid. 

Andre  R.  Teissier-duCros 
Atlanta 

VIETNAM'S  SCHOOLS 

NEED  A  CRASH  COURSE  

■  n  reference  to  your  article  "Rising 
Bfrom  the  ashes"  (International  Busi- 
ness, May  23),  I  certainly  agree  with 
Peter  Engardio's  assessment  of  Viet- 
nam's aging  infrastructure  and  stifling 
bureaucracy.  But  he  has  made  an  oft- 
repeated  error  in  describing  Vietnam's 
educational  system.  Far  from  being  one 
of  Vietnam's  greatest  assets,  it's  a  seri- 
ous threat  to  the  country's  well-being. 

Vietnam's  school  system  was  de- 
stroyed by  long  years  of  communist- 
style  economic  strategy  that  didn't  work. 
The  withdrawal  of  financial  support  by 
the  U.  S.  S.  R.  was  a  serious  blow  to  an 
ever-deteriorating  infrastructure,  and 
the  school  system  was  a  predominant 
victim.  Hanoi  considers  its  near-collapse 
a  major  concern. 

To  their  credit,  political  leaders  in 
Hanoi  have  recognized  the  seriousness  of 


CORRECTIONS  &  CLARIFICATIONS 

"This  is  Captain  Ferguson,  please 
hang  on  to  your  hats,'"  (People,  May 
23)  should  not  have  said  that  Frank  A. 
Lorenzo  was  the  ousted  CEO  of  Conti- 
nental Airlines  Inc.  Lorenzo  stepped 
down  after  selling  his  stake  in  what 
was  then  Continental  Airlines  Hold- 
ings to  Scandinavian  Airlines  System. 

In  "The  Best  Small  Companies"  tables 
(Hot  Growth  Companies,  May  23),  the 
correct  phone  number  for  Brooktrout 
Technology  is  617  449-4100;  also,  Cata- 
lina  Marketing  is  located  in  St.  Pe- 
tersburg, Fla.,  and  its  phone  number  is 
813  579-5000. 


the  problem  and  are  asking  for  help. 
The  World  Bank  has  just  granted  loans 
of  up  to  $72  million  for  the  rebuilding  of 
schools  throughout  the  countryside.  The 
Asian  Development  Bank  has  promised 
an  additional  $70  million.  Furthermore, 
the  Business  Alliance  for  Vietnamese 
Education  is  raising  $20  million  to  rede- 
sign curriculum  and  modernize  textbooks 
and  teaching  materials.  These  future  in- 
fusions will  be  heartily  welcomed  and 


taken  as  a  good  indication  of  Vieti 
seriousness  in  making  a  play  to  joir. 
fortuitous  group  of  Asian  tigers. 

Barbara  Ste 
Dir 

Business  Allianc 
Vietnamese  Educ 
New 

BIG  BLUE  THROUGH 
ROSE-COLORED  GLASSES? 


■  think  you  have  been  taken  for  a 
I  by  IBM  in  "The  few,  the  true,  the 
(Information  Processing,  May  30). 
rhetoric  of  IBM's  current  remodelirj 
the  sales  operation  sounds  an  awn- 
like  the  myth  we  fostered  among 
selves— and  customers— while  I  w 
salesman  with  the  company  during 
1970s. 

IBM's  failure  to  embrace  and  proi 
the  evolution  of  PC  networks  is  at 
heart  of  its  decline.  Rejiggering  the  j 
force,  with  all  its  tired  philosophizin' 
not  going  to  turn  the  company  arouj 
unless  and  until  IBM  begins  to  fieldli  ■? 
kind  of  hardware  and  software  demli  - ~i- 
ed  by  the  marketplace. 

Clint  S 
Quakertown, 

ijmjin 
(lull 


A  New  Scudder  Pure  No-Loadtm  Fund! 


I  boosted  my  performance  potential 
with  emerging-market  bonds" 


Now  there's  a  new  way  to  tap  into  the  world's  fastest-growing  economies.  Scudder 
Emerging  Markets  Income  Fund  gives  you  access  to  the  high-yield  bonds  of 
emerging  nations.  Its  top  goal  is  high  current  income  —  with  long-term  growth 
as  a  second  objective.  Of  course,  the  Fund's  yield  and  share  price  fluctuate, 
and  it's  designed  for  investors  who  understand  the  risks  of  lower-rated 
emerging-market  bonds*  Which  is  one  more  reason  to  go  with  an 
experienced  global  leader  like  Scudder,  Stevens  &  Clark,  Inc.,  the 
Fund's  adviser.  Call  for  your  free  fact  kit  today 


Scudder  Emerging  Markets  Income  Fund 
1-800-225-2470  ext  7197 
SCUDDER 


poo 


STEVENS  &  CLARK,  INC. 

Celebrating  75  years 
of  serving  investors 


"Higher-yielding,  lower-rated  securities  may  experience  greater  volatility  and  default  risk.  This  Fund  is  not  designed  as  a  complete  investment  p> 
gram.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  free  prospectus  with  more  complete  infonnation  on  management  fees  and  otf 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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75MHZ. 


Dak  in  the  optional  Desk  Station  N  for 
instant  connection  to 
your  monitor,  full-size 
keyboard,  printer, 
and  network. 


The  integrated  sound  system- 
microphone  and  speaker- 
plus  ports  for  external 
microphone,  headphones 
or  speakers,  let  you  record  and 
present  hud  and  clear. 


The  T-Plan  service 
program  provides 
bumper-to-Dumper 
wififtlfm    protection /or  years 
to  come. 


Open  'er  up. 


iumiBiti^iini'J 
2jj/  iv  iiMiili 


If^fj^O   Fire-up  the  new 

for  video  playback  in  your  multimedia 
presentations. 

Dual  PCMCIA  expansion  slots- 
Type  II  and  an  oversized  Type  III-  can  run 
simultaneously  to 
give  you  almost 
limitless  flexibility. 


Now  you  can  keep  jull  multimedia  files 
on  your  portable. 


SOOMB 


INTRODUCING  THE  T4800CT.  Start  portable  multimedia  computing  in  high  gear.  With  a  75MHz  IntelDX4 
•ocessor  racing  through  all  your  number-crunching  and  graphics-intensive  applications.  See  your  work  in  256  simultaneous 
:olors  on  the  vivid  TFT-LCD  active  matrix  display.  And  create  the  most  exciting  presentations  possible,  using  full  audio 
capabilities,  VL  Local-Bus  video,  and  the  added  thrust  of  an  integrated  graphics  accelerator.  See  how  it  feels. 
Call  1-800-457-7777  for  the  dealer  nearest  you. 


T4800CT  FEATURES: 

•  75MH:  IntelDX4™, 

3.3  volt  processor,  16K  cache 
•9.5"  dia.  color  SVGA  TFT-LCD 
active  matrix  display 

•  500MB  HDD 

•8MB  RAM  expandable  to  24MB 

•  Two  PCMCIA  slots  ( 16mm  and  5mm) 

•  VL  Local-Bus  video 

•  Integrated  graphics  accelerator 

•  .WAV  Audio 

•  Audio  jacks:  Headphone/Speaker 
and  Microphone 

•6.9  lbs. 

•  NiMH  battery  tor  extended  life 

•  3.5"  1.44MB  floppy  disk  drive 

•  Ballpoint™  Mouse  with  QuickPort™ 

•  Pre-installed  software:  DOS,  Windows 
for  Workgroups  8,  Windows  Sound 
System™,  Run  Time  and  Video  tor 
Windows,  and  Indeo™  video 

@ 

& 

Ml  Hi  ISOFT. 
WINDOWS*. 

READ! TO-RUN 

In  Touch  with  Tomorrow 

TOSHIBA 


©  1994  Ttnhiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies. 
The  Intel  Inside  and  Indeo  video  logos  are  trademarks  of  Intel  Corporation. 


HOW  A  QUI 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICAS 
BELLS  RINGING. 


fit 


We've  learned  some- 
thing over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 
existing  ones.  Even  more  than  technology,  it  takes 


ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow 
ing.  Fujitsu  technology  and  timing  made  j 

ne  first  self-healing  SONET  fiber  optic  ring  net- 
)rk  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
?ne.  And  made  America's  first  high-bandwidth  WUi  i  .  _  "II 
/ivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
/ice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
5oiete.  qO   When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
5t  switching  system  capable  of  handling  everything  from  narrowband 
oice  to  broadband  video.   qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


The  Guardian 
Actually  Gets 


My  Dad  Claims 
To  Have  Gotten. 


The  folks  at  The  Guardian  Life  Insurance  Company  may  not  have  walked 
seventeen  miles  through  a  blizzard  to  get  to  school,  but  nobody  gets  higher  marks 
for  financial  strength.  Not  even  dear  ol'  dad. 

Moody's  gave  them  an  Aaa.  Standard  &  Poor's  and  Duff  &  Phelps  rated  them  AAA. 

A.M.  Best  awarded  them  an  A++. 
And  to  top  it  off,  FORTUNE"  magazine  recognized  The  Guardian  as  the  Number  One 
insurance  company  of  the  50  largest  based  on  net  income  as  a  percent  of  assets. 

Listen,  The  Guardian's  been  around  longer  than  your  dad's  dad.  Give  them  a  call  and  find  out  why 
they'll  be  here  for  your  kid's  kid's  kid.  And  learn  why  they're  the  intelligent,  financially  strong  choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance,  Disability  Income  Protection,  or  Equity  Products.* 

Call  1-800-662-1006  right  now  and  you'll  really  look  smart  to  your  family. 
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^  The  Guardian 


The  Intelligent  Choice" 

SinceL  1860 
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E  GUARDIAN'S 

PORT  CARD 
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UARDIAN'S 
J  CARD  SAYS  IT  ALL: 
ardian  Life  Insurance 
H  ly  is  one  of  the  strongest 
nil  .1  companies  in  America. 


1 1-800-662-1006 

I  r  for  more 
c  mation  about 
id  Guardian. 


ucts  are  offered  through  Guardian 
</ices  Corporation®,  an  indirect  wholly- 
diary  of  The  Guardian  Life  Insurance 
America. 


in 

H  3uardian  Life  Insurance  Company 
eri»  201  Park  Avenue  South, 
or  IY  10003 
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SNAPSHOTS  FROM  HELL 

By  Peter  Robinson 

Warner  Books  •  286  pp  •  $22.95 


YEAR  ONE 

By  Robert  Reid 
William  Morrow  &  Co. 


331pp  •  $23 


TALES  FROM  TWO 
'BOOTCAMPS  OF  CAPITALISM' 


■  '11  admit  this  at  the  start:  I  didn't 
I  much  like  business  school,  and  a  cur- 
H  sory  examination  of  my  academic- 
transcript  will  reveal  that  the  sentiment 
was  mutual.  For  two  years,  I  felt  like  a 
white  rat  trapped  in  some  mysterious 
behavioral  study— something  to  do  with 
group  dynamics,  motivation  strategies, 
and  sleep  deprivation.  I  learned  a  lot, 
but  the  process  was  weird. 

Now,  via  two  new  books,  I  get  to  re- 
live those  days.  Rapture!  The  first, 
Snapshots  from  Hell:  The  Making  of  an 
MBA,  is  former  Reagan  speechwriter  Pe- 


banking  heavies,  and,  generally,  rich. 
But  what  actually  goes  on  behind  the 
ivied  walls  often  isn't  that  interesting. 
Robinson  and  Reid  both  veer  from  aca- 
demic theory  and  case  studies  to  class- 
room hijinks  and  which  pizza  they  had 
for  dinner.  It's  entirely  appropriate:  B- 
school,  at  least  year  one,  is  nothing  if 
not  an  obsession  with  the  mundane. 

There  is,  for  one  thing,  the  preoccupa- 
tion with  classroom  seating:  Front  row 
is  for  losers;  back  row  ("skydeck")  is 
hip.  Then  there's  the  abiding  fixation 
on  speaking  in  class.  "At  every  pause 


B 


]oth  authors 
ably  describe  the 
panicky,  self-absorbed 
struggle  for  survival 
in  B-school 


TO 


ter  M.  Robinson's  tale  of  his  journey 
through  Stanford  University's  MBA  pro- 
gram. The  second,  Year  One:  An  Inti- 
mate Look  Inside  Harvard  Business 
School,  Source  of  the  Most  Coveted  Ad- 
vanced Degree  in  the  World,  comes  from 
Robert  Reid,  now  a  second-year  student. 

The  basic  plots  are  identical:  A  bunch 
of  talented,  hypermotivated  young  peo- 
ple are  put  in  a  classroom  together. 
Driven  mostly  by  a  profound  fear  of 
failure,  they  work  insanely  hard  for 
months  on  end.  After  a  while,  they  real- 
ize they  probably  aren't  going  to  fail 
and  instead  start  worrying  about  finding- 
jobs.  A  collective  rush  to  the  career- 
placement  office  ensues. 

Well,  no  one  ever  said  business  school 
was  sexy.  Yet  there  is  a  mystique  to 
these  hallowed  places:  A  striking  num- 
ber of  their  graduates,  after  all,  turn 
out  to  be  chief  executives,  investment 


in  the  conversation,  it  was  hands,  hands, 
hands,"  Reid  writes.  "It  became  increas- 
ingly difficult  to  'get  in'. . . .  My  urgency 
was  heightened  by  the  fact  that 
grades  . . .  depended  so  heavily  on  in- 
class  commentary.  And  of  course  there 
was  the  natural  desire  to  establish  my- 
self with  my  new  peer  group." 

Reid  understands,  I  think,  that  he 
was  acting  like  an  imbecile— which  is 
pretty  much  par  for  the  first-year 
course.  Both  books  ably  describe  the 
panicky,  self-absorbed  struggle  for  aca- 
demic and  emotional  survival  at  these 
"boot  camps  of  capitalism."  In  this  re- 
gard, Robinson,  a  self-confessed  "poet" 
(B-school  slang  for  liberal-arts  types), 
suffers  more  than  Reid,  a  former  man- 
agement consultant.  No  matter:  Every- 
one is  consumed. 

Neither  book  matches  two  earlier  en- 
tries  in  this  genre:   Peter  Cohen's 


BUSINESS  WEEK/JUNE  20,  1994  21 


IMPRESSIVE  GROWTH 


T.  Rowe  Price  New  America  Growth  Fund  has  delivered  strong  perfor- 
mance by  investing  in  large  and  small  growth  companies  in  a  variety  of 
service  industries,  including  telecommunications,  entertainment,  travel 
and  leisure,  retailing,  and  insurance.  In  all  cases,  Fund  managers  seek  out 
above  average  performers  in  their  fields,  a  strategy  that  has  proven  highly 
effective.  In  fact,  the  Fund  has  earned  a  4-star  (★★*★)  rating  for  its  overall 
risk-adjusted  performance  from  Morningstar,  an  independent  publisher  of 
mutual  fund  ratings* 

As  with  any  stock  fund,  there  will  be  short-term  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 

1-800-541-6147 


Invest  With  Confidena 

T.RoweRrice 


Investment  returns  and  principal  value  will  van1,  and  shares  may  he  worth  more  or  less  al  redemption  than  ai  original  pur- 
chase I'.im  expense  limiial  s  li  ne  increased  the  Fund's  total  return    Morningslar  proprietary  ratings  reflect  historical 

risk-adjusted  performance  its  of  3/31/94.  This  rating  may  change  monthly  Ratings  are  calculated  from  the  Fund's  3-  and 
5-  year  average  annual  returns  in  excess  of  40-day  Treasury  hill  returns  w  ith  appropriate  fee  adjustments  and  a  risk  factor 
that  reflects  Fund  performance  below  90-day  Treasury  hill  returns.  10%  of  funds  in  an  investment  category  receive  5  stars, 
and  22.5%  receive  4  stars.  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete 
information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send 
money.  T  Rowe  Price  Investment  Services,  Inc.,  Distributor.  NAC.022791 


The  Telia  Group 


<7Tn 


telia 


The  Telia  Group  offers  public  and  private  networks 
for  telephony,  data  communications  and  mobile  tele- 
phony. Together  with  PTT  Netherlands  and  Swiss  PTT, 
Telia  is  a  co-owner  of  Unisource.  In  1993,  The  Telia 
Group's  revenues  totalled  USD  4.5  billion.  Return  on 
capital  employed  was  14.5%.  Telia  invested  a  total 
of  USD  910  million. 


thoughtful,  almost  lyrical  1973  worlM 
Gospel  According  to  Harvard  Bum 
School,  and  Fran  Worden  Henry'sB 
Toughing  It  Out  at  Harvard.  TheB 
accounts  are  both  somewhat  cot« 
mised  by  their  use  of  half-real,  eomBj 
characters,  events,  and  conversaB 
And  both  authors  lapse  too  ofterB 
euteness,  notably  with  annoying  r| 
ductions  of  regional  and  foreign 
nerisms.  In  fact,  the  two  are  eeril 
ilar  in  every  way. 

They  do  provide  an  up-to-da 
counting  of  the  state  of  the  MBA 
most  striking  quality  of  this  gener 
appears  to  be  its  sheer  ambivalence 
hen  and  Henry  depicted  themselve 
their  fellows  as  men  and  women  o: 
pose  who  saw  a  top-notch  business 
cation  as  their  passport  to  go  oui 
change  the  business  world.  Reic 
Robinson  aren't  so  sure  of  themst 
Reid  wonders  whether  Harvard,  foi 
and  his  cohorts,  is  simply  the  inevi 
terminus  of  a  young  life  driven  by 
petitiveness:  "It  seemed  all  too  ea 
heed  the  siren's  song  of  the  Lem 
March  . . .  and  then  get  pulled  alon 
decades."  He  questions  his  persona 
professional  aspirations,  "but  in  th< 
it  was  hard  to  ignore  the  call  < 
peers'  thundering  feet." 

Robinson,  for  his  part,  doesn't 
completely  into  a  cynical  professor's 
tention  that  "MBA  degrees  are 
cards  for  yuppies"— that  degrees 
places  such  as  Stanford  merely 
to  the  job  market  which  people 
"good  enough  to  get  in."  Robinson  ( 
ly  comes  out  of  school  knowing 
about  business  than  when  he  ent 
But  he  also  recognizes  the  mone 
value  of  his  sheepskin,  and  his 
mates  don't  seem  very  interestt 
more  than  that. 

In  truth,  of  course,  many  of  t 
MBA  grads  will  do  great  things 
their  lives.  The  people  I  went  to  s< 
with  were  an  impressive,  creative, 
erally  farsighted  lot.  Dozens  aln 
have  started  businesses  of  their  < 
several  advise  developing  nations;  o 
running  for  lieutenant  governor.  Ne  i 
Reid  nor  Robinson  captures  that  p 
ise.  They  do,  however,  manage  to, 
manize  the  experience— to  demystify  1 
institutions  and  the  people  within,  i  idyou 


if  they're  describing  just  two  top 
programs  among  hundreds. 

The  problem  with  both  books  is 


dreary  subject.  I  remember  the  pn  ; 


sor  who  told  us,  during  our  first- 
funk:  "Someday  you'll  look  back  on  t 
days  fondly.  The  real  world  is  a 
tougher."  He  was  wrong:  The  real  w 
is  fun.  B-school  was  a  grind. 

BY  KEITH  H.  HAMMOC 
Hammonds  got  his  Harvard  MBT^ 
1986. 
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Get  an  $82.50  desktop  Day-Timer 

Organize  your  day  with  a  Day-Timer*  system, 
nd  you'll  find  more  time  for  the  things  that 
ially  count  in  life.  Just  write  down  your  plans 
ad  appointments  in  this  loose-leaf  organizer, 
nd  your  day's  priorities  will  automatically  be 
it  up.  You  can  stop  worrying  about  what's  next, 
id  focus  on  what's  important.  In  no  time,  you'll  be  able 
)  accomplish  a  lot  more...  with  a  let  less  stress. 

Try  the  Day-Timer  system  risk-free  for  90  days  —  and 
ive  $47  off  the  retail  price!  Your  satisfaction  is  100% 
uaranteed.  Just  call  us  toll-free  today,  and  we'll  ship 
jur  desktop  Day-Timer  organizer  tomorrow...  so  you 
in  start  making  more  time  right  away! 


organizer  for  just  $34.95! 

(phis  shipping) 

•  Leather  binder  in  black,  brown,  or  burgundy 

•  A  year's  supply  of  dated  pages,  starting 
in  January,  April,  July  or  October 

•  Monthly  expense  pages 

•  Address/ phone  directory 

•  FREE!  Your  initials  engraved  on  a  brass  plate 

•  FREE!  Deluxe  brass-and-steel  ballpoint  pen 

100%  satisfaction  guaranteed! 

CALL  TOLL-FREE  800-225-5005  TODAY! 

8  AM  to  Midnight  (ET)  Monday  through  Friday; 
9  AM  to  5  PM  Saturday  and  Sunday 

Please  mention:  -Product  #591  IS  -Key  #140079 


feDAY-TIMER* 

Solutions   for  Success 


Sure  thevre  fast. 


Sitting  behind  the  wheel 
of  a  Pentium m  processor  is 
like  driving  one  of  those 
sports  cars  that  private  eyes 
in  Hawaii  drive. 


screen,  windows  open  like 
they've  got  some  grease  in 
the  tracks,  and  everything 
just  plain  moves  faster. 
But  if  that's  not  fast 


But  at  these 


Pentium 

■processor 


prices, 


But  maybe  you're  not  a 
private  eye  in  Hawaii. 
Maybe  you  have  to  stick 
to  a  budget. 

That's  not  a  problem 
anymore. 


enough  for  you,  we  ll  soup 
the  whole  thing  up  to  66 
MHz  for  a  few  bucks 
more.  Just  ask  for  our 
LPx  566. 


you  can  a 


The  new  DECpc  LPx 
560  has  a  high-performance 
Pentium  chip  and  a  low 
sticker  price.  Just  $2,499* 

Not  only  that,  the  LPx 
has  our  local  PCI  bus. 


Of  course, 
both  models 
come  standard  with 
our  three-year  limited 
warranty. 

Now  you  can  blow 


' t  *  ■»  *  *  IJg 


the  speeding  tickets. 


Put  any  other  bus  with  a 
Pentium  chip  and  you're 
sticking  a  dinky  carburetor 
on  a  racing  engine. 

With  a  local  PCI  bus, 
graphics  snap  onto  the 


down  the  highway  without  a 
lot  of  money  in  your  pocket. 

That  expensive  speed 
trap  is  gone. 

Call  1-800-670-9545. 

Please  reference  BU V  when  vou  call. 
H:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 


El 

1 

D 

t 

a 

D 

PC 

Beyond  the  box. 


"Monitor  not  included. 

©  DIGITAL  EQUIPMENT  CORPORATION  IW.  The  DIGITAL  logo  and  DECpc  are  trademarks,  and  Beyond  The  Box 
is  a  service  mark  of  Digital  Equipment  Corporation.   Pentium  is  a  trademark  of  Intel  Corporation. 
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PHOTO  CD  CAN 
CHANGE  THE 
WAY  YOU  LOOK. 


No  perspiration.  The  disc  and 
portable  player  weigh  under 
2  lbs.  and  fit  in  your  briefcase 


Look  'em  right  in  the  eye 
thanks  to  "lights~on"  play- 
back on  TV  or  computer. 


High-resolution  images  with  the  added  impact  of  text,  graphics  and  sound.  KODAK  Photo  CD  Portfolio  Disc 

will  make  you  and  your  company  look  good.  Design  a  new  presentation  with  KODAK  Create~lt  Photo  CD 
Presentation  software,  or  add  interactive  branching  with  KODAK  Arrange~It  Photo  CD  Portfolio  Layout  software. 
Your  presentation  service  provider  can  help  you  get  started.  Call  us  for  a  free  Portfolio  disc  with 

demonstration  software,  01  ask  for  the     ^s$%f>&  name  of  your  nearest  service  provider. 


That's  1-800-CD  KODAK, 
In  Europe,  call 


)DAK  Photo  CD  Portfolio  Disc. 


in  Canada,  i~8oo~G0  KODAK. 
33  (1)  40  01  31  81. 


mo  ^ 


Now  You  Can. 


stman  Kodak  Company,  1994  Kodak  and  the  Pholo  CD  symbol  are  trademarks  The  Photo  CD  symbol  is  (or  use  by  Kodak  and  its  licensees  only  and  may  not  be  reproduced  without  written  permission  from  Kodak 


"The  quality  of  mercy  is  not  strain'd, 
It  droppeth  as  the  gentle  rain  from  heaven 
Upon  the  place  beneath.  It  is  twice  bless'd: 
It  blesseth  him  that  gives  and  him  that  takes." 

—William  Shakespeare 
The  Merchant  of  Venice 
-Act  IV,  Sc.  1 


1 


More  than  160  corporations  have  invested  over  $5  million  in  regional  theatre  through  the 
National  Corporate  Theatre  Fund.  Together,  they  help  support  one  of  America's  most  vital  and 
valued  cultural  resources  —  nonprofit  professional  theatre. 

Learn  how  your  corporation  can  help  insure  the  continued  vitality  of  the  regional  theatre  movement. 
You'll  be  in  good  company.  Two  million  theatregoers  support  these  theatres  and  recognize  the  corporate 
sponsors  who  have  demonstrated  their  commitment  to  our  nonprofit  professional  theatres. 

Contact  Michael  Wall,  Executive  Director.  National  Corporate  Theatre  Fund. 

32  Avenue  of  the  Americas.  Suite  2000.  New  York.  NY  10013.  Telephone  (212)  3X7-5115. 

 National  Corporate  Theatre  FYjnd  

Actors  Theatre  of  Louisville  •  American  Conservatory  Theater,  San  Francisco  •  American  Repertory  Theatre.  Cambridge  • 
The  Cleveland  Play  House  •  Goodman  Theatre,  Chicago  •  Guthrie  Theater,  Minneapolis  •  Long  Wharf  Theatre.  New  Haven  • 
Old  Globe  Theatre,  San  Diego  •  Seattle  Repertory  Theatre  •  Trinitv  Repertory  Company.  Providence 
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GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


CALL  1-800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


SAN     FRANCISCO    AIDS     FOUNDATION     1993       PHOTOGRAPHED     BY     ANNIE  LEIBOVITZ 


MICHAEL  30  years  old.  Captain,  U  S 
Air  Force  and  Veteran  of  the  Gulf  War 
Michael  learned  he  was  HIV-positive 
two  years  ago 

CAROL  30  years  old.  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
for  several  years,  she  was  diagnosed  with 
AIDS  two  years  ago  Carol  and  Michael 
plan  to  renew  their  wedding  vows  on 
their  1 0th  Anniversary 
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When  you  were 

in  COLLEGE, 
LATE  at  NIGHT,  DID 
YOU  EVER  DREAM  of 
MAKING  IT  SMALL? 


If  you  have  a  small  business  yon  would  like  to  expand,  come  to 
First  Interstate  Bank.  We  11  work  with  you,  not  against  you,  and 
we  have  a  variety  of  small  business  loans  and  lines  of  credit  to  help 
finance  your  dreams.  Especially  if  they  tend  to  be  of  the  big  variety. 


Small  business  loans  for  temporarily  small  businesses. 


©  1994  First  Interstate  Bank 
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First  Interstate  Bank 
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COMPUTERS  STILL 
HAVE  A  TIN  EAR 


£ 


aptain  Jean-Luc  Picard 
doesn't  have  to  know 
how  to  type.  When  the 
ommander  of  the  starship 
Enterprise  wants  something 
rom  his  computer,  he  just 
?ks  for  it. 

For  many  of  us  stuck  in 
he  20th  century,  however, 
he  keyboard  remains  a  barri- 
!F  to  efficient  use  of  comput- 
es. Keyboard-phobia  is  wide- 
■pread,  especially  among 
niddle-aged  men  who  got  into 


companies  are  using  the  tech- 
nology to  replace  human  oper- 
ators, and  airline  reservations 
offices  and  catalog-sales  oper- 
ations are  developing  their 
own  systems.  These  highly 
structured  situations  typically 
involve  simple  commands  and 
conversations.  Says  Robert  W. 
Lucky,  vice-president  of  Bell- 
core, the  research  arm  of  the 
regional  Bell  telephone  com- 
panies: "The  sort  of  normal 
conversation  we're  having  just 


business  thinking  that  typing 
was  something  their  secretar- 
ies did.  That  creates  a  big  po- 
tential market  for  computer- 
ized speech  recognition. 
Despite  enormous  improve- 
ments in  technology  and  some 
useful  specialized  applications, 
the  day  when  you  can  easily 
and  naturally  dictate  a  letter 
or  memo  to  your  computer 
remains  well  in  the  future. 

The  adventurous  can  get  a 
glimpse  of  that  brave  new 
world  with  software-hardware 
combinations  now  on  the  mar- 
ket. The  development  of  fast, 
cheap  digital  signal-processing 
chips  has  helped  speech  recog- 
nition grow  from  laboratory 
toy  to  useful  tool.  But  practi- 
cal applications  are  still  limit- 
ed and  specialized.  Telephone 


is  not  going  to  happen"  with 
computers. 

Kurzweil  Applied  Intelli- 
gence's new  Voice  for  Win- 
dows is  a  pricey  but  compre- 
hensive introduction  to  speech 
recognition.  The  $995  package 
lets  you  use  speech  to  replace 
keyboard  commands  or  mouse 
clicks  in  a  number  of  popular 
programs.  In  addition  to  these 
"command  and  control"  func- 
tions, it— and  Dragon  Sys- 
tem's similar  Dragon  Dictate 
for  DOS— let  you  dictate  text 
to  your  word  processor  or 
numbers  to  your  spreadsheet. 
Sort  of.  Voice  uses  what's 
called  "discrete"  speech  recog- 
nition—it can  only  understand 
language  one  word  at  a  time. 
This  requires  you  to  speak 
with  a  distinct  pause  between 


words,  a  procedure  I  found 
difficult  and  unnatural. 

Speech  Systems'  Phonetic 
Engine  takes  a  very  different 
approach.  It  lets  software  de- 
velopers write  programs  that 
understand  "continuous" 
speech,  meaning  you  can  pace 
your  words  naturally  and  the 
computer  will  parse  the  sen- 
tence. Of  course,  there's  a 
catch.  The  system  is  limited 
to  a  narrow  vocabulary  and 
tightly  controlled  syntax.  For 
example,  the  company  used 
its  $995  development  system 
to  write  a  program  designed 
to  train  air  traffic  controllers. 
It's  good  at  understanding 
statements  such  as  "Delta  5-9- 
2  clear  to  land  on  runway  2-7- 
L"  but  can't  handle  "Please 
get  me  a  cup  of  coffee."  The 
difference  is  that  in  control- 
ler-speak, the  software  can 
count  on  familiar  patterns;  for 
example,  an  airline  name  is 
always  followed  by  a  number. 
cut  AND  paste.  Even  crude 
speech  recognition  can  be  a 
godsend  for  people  with  dis- 
abilities. And  it  can  be  very 
helpful  on  jobs  where  you 
can't  spare  your  hands  for  the 
keyboard.  For  example, 
speech-recognition  systems 
are  being  used  to  help  doc- 
tors record  their  actions  in 
the  emergency  room  or  oper- 
ating room. 

Broader  use  awaits  break- 
throughs in  artificial  intelli- 
gence that  will  allow  comput- 
ers to  understand  natural, 
spoken  language.  And  pro- 
grams will  have  to  be  rewrit- 
ten to  make  them  easier  to 
use  with  spoken  commands. 
For  example,  deleting  a  sen- 
tence in  Microsoft  Word  us- 
ing the  Kurzweil  product  re- 
quires a  string  of  commands, 
such  as:  "Edit.  Select  Current 
Sentence.  Edit.  Clear."  That's 
because  the  program  is  de- 
signed to  be  controlled  by  a 
mouse  and  the  keyboard,  not 
by  spoken  commands. 

So  don't  expect  voice-con- 
trolled programs  to  become  a 
hot  item  at  your  local  Egg- 
head Software  store  anytime 
soon.  As  Bellcore's  Lucky 
puts  it:  "It's  still  a  lot  easier 
to  type  certain  things  than  to 
say  them."  S.  W. 


BULLETIN  BOARD 


THE  ENVIRONMENT 
AMD  NOW,  'GREEN'  PRINTERS 

Computer  manufacturers 
have  been  rushing  energy- 
saving  machines  to  market, 
and  now  the  "green"  move- 
ment is  spreading  to  printers. 
Despite  aggressive  recycling 
programs,  millions  of  laser- 
printer  cartridges  still  end  up 


in  landfills.  In  Kyocera  Elec- 
tronics' new  Ecosys  line  of 
printers,  however,  the  car- 
tridge is  replaced  with  a  self- 
cleaning  printing  drum 
coated  with  superhard  amor- 
phous silicon.  Users  only  add 
toner.  Ecosys  prices  are 
about  1 0%  higher  than  com- 
parable cartridge-based 
units,  but  Kyocera  says  its  cus- 
tomers will  save  on  supplies. 

MOUSE  NEWS 
CLICK  ONCE  IF  YOU'RE  A  LEFTY 

If  you  buy  a  PC,  it  probably 
comes  with  a  sleek  Microsoft 
mouse  shaped  to  fit  a  user's 
hand.  No  fair,  complains  Kris- 
tin Ryan,  an  engineer  from 
Placentia,  Calif.:  "The  mouse  I 
have  is  for  right-handers 
only!"  this  southpaw  writes. 
Microsoft  says  that  lefties 
gave  the  mouse  a  passing 
grade  in  premarket  tests— and 
Windows  software  allows  left- 
handed  users  to  reverse  the 
functions  of  the  two  mouse 
buttons. 


Questions?  Comments?  techandu'a  mgh.com  on  Internet  or  fax  (202)  383  2125 
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JIM  COURIER/at  play 


Is  there  anything 
Jim  thinks  his  fans  should  know? 
He's  not  wearing  a  ring. 
I'm  single,  send  pictures."  Finding  his 
address  is  up  to  you. 


"I'd  much  rather  be 
a  rock  &  roll  star  than 
a  tennis  player,"  says  Jim. 
That's  why  you're 
almost  as  likely  to  see 
a  guitar  in  his  hand  as 
a  racquet. 


Some  of  the  toughest  volleys  to  handle 
come  from  the  press.  "I  do  read  the  sports 
pages,  but  I  stopped  reading  the  iennis  articles 
two  years  ago.  I  put  my  hand  ever  them. 
I  don't  need  a  reporter  to  tell  me  how 
I'm  playing  or  how  I'm  fee  ng." 


Jim  is  more  at  home  in  a  hotel 
room  than  here  in  his  own  condo.  "I'm  on 
tour  thirty  to  thirty-five  weeks  a  year." 
Needless  to  say,  his  biggest  fan  is 
his  travel  agent. 


Mr.  Courier  has  graciously  dor.ti'?d  his  appearance  lee  lo  Big  Brothers/Big  Sisters  ol  Greater  Miami  and  The  Greater  Miami  Tennis  Patrons  foundation. 


Economic  Viewpoint 


NEITHER  RAIN  NOR  SLEET  NOR  GOOD  IDEA 
SHALL  SHAKE  UP  THE  POSTAL  SYSTEM 


BY  GARY  S.  BECKER 


Privatization  has 
shown  how  wasteful 
government 
management  is, 
but  a  lot  of 
entrenched  parties 
are  determined 
to  keep  the 
monopoly  going 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


■  t  is  far  easier  to  create  bad  public  pro- 
I  grams  than  to  eliminate  them  once  they 
I  have  been  around  for  a  while.  This  old 
but  frequently  ignored  law  of  political  science 
has  been  called  "the  tyranny  of  the  status 
quo,"  and  it  helps  explain  why  even  down- 
right perverse  government  policies  stubbornly 
survive  and  sometimes  even  expand. 

The  political  status  quo  is  important  be- 
cause groups  with  a  lot  to  gain  from  particular 
programs  fiercely  defend  their  continuation, 
regardless  of  harmful  consequences  to  others. 
At  the  same  time,  opposition  often  is  weak 
and  fragmented  because  the  damage,  in  the 
form  of  high  taxes  or  bad  service,  may  be 
spread  over  so  many  groups  that  no  single 
one  has  a  strong  enough  incentive  to  protest 
vigorously.  Sometimes,  the  harm  becomes  ap- 
parent only  after  a  policy  is  changed,  as  when 
privatization  reveals  how  inefficient  a  state 
enterprise  had  been  or  when  drastically  re- 
duced tariffs  and  quotas  on  imports  encourage 
imports  of  attractive  foreign  products. 

Government  monopoly  over  mail  delivery 
provides  an  excellent  example  of  the  influ- 
ence of  the  status  quo.  In  the  past,  most  na- 
tions gave  government  enterprises  sole  re- 
sponsibility for  the  delivery  of  letters.  The 
U.  S.  Constitution  does  not  stipulate  a  gov- 
ernment monopoly,  but  it  does  give  Congress 
the  power  "to  establish  post  offices  and  post 
roads." 

dead  letters.  Yet  after  the  experience  of  the 
past  50  years,  few  rational  people  anywhere 
would  advocate  a  government  monopoly  to 
collect  and  distribute  mail.  The  quality  of  ser- 
vice in  different  countries  ranges  from  barely 
adequate  to  atrocious:  In  Canada,  Italy,  Is- 
rael, Argentina,  and  most  Third  World  coun- 
tries, no  one  expects  letters  to  be  delivered 
within  a  reasonable  time.  The  U.  S.  postal  sys- 
tem is  better  run  than  average,  but  dissatisfac- 
tion is  widespread.  In  my  home,  Chicago,  a  re- 
cent scandal  revealed  that  tons  of  mail  had 
either  been  burned,  discarded,  or  left  undeliv- 
ered for  years. 

The  monopoly  enjoyed  by  postal  systems 
has  made  them  sluggish  and  unimaginative. 
Successful  overnight  delivery  of  mail  and  small 
packages  was  pioneered  by  Federal  Express 
Corp.  despite  obstacles  erected  to  prevent 
regular  private-mail  service.  United  Parcel 
Service  Inc.  and  other  companies  have  taken 
over  most  of  the  market  for  larger  packages 
by  offering  speedier,  more  reliable,  more  con- 
venient, and  sometimes  less  expensive  ser- 
vice. Postal  systems  played  no  part  in  develop- 
ing fax  transmission,  computer-based  electronic 
mail,  and  interactive  TV,  though  a  less-regulat- 


ed system  would  have  tried  to  branch 
into  these  newer  forms  of  message  deliv< 

But  except  in  a  few  nations,  it  hasn't 
possible  to  get  more  than  cosmetic  chang< 
postal  monopolies.  Privatizing  mail  deli1 
and  other  reforms  are  strongly  resisted  r. 
ically  by  postal  workers  who  fear,  corre 
that  many  of  them  would  lose  their  job: 
the  U.  S.,  politics  is  an  integral  part  of 
system  because  postmasters  are  often  poli 
appointees.  Postal  managers  also  oppose 
cal  change,  since  they  expect  to  be  replace 
more  efficient  managers  from  the  private 
tor,  while  regulators  expect  their  powe 
be  reduced  if  competition  replaces  gov  f 
ment  controls.  Businesses  and  households 
benefit  from  subsidies  to  third-class  mail 
delivery  in  rural  areas  often  oppose  reforn 
cause  they  expect  the  cost  of  their  mail 
vice  to  rise. 

MOMENTUM.  Fortunately,  the  status  quo 
be  undermined  when  the  harm  becomes 
ciently  large  and  transparent.  Dynamic  p< 
cal  leaders,  such  as  Margaret  Thatcher, 
come  to  power  calling  for  widespread  priik 
ization  and  other  cutbacks  in  government 
grams  and  regulations.  Other  politicians, 
as  President  Carlos  Menem  of  Argent 
change  their  views  after  being  in  office  f> 
while,  because  they  see  the  opportunity  for 
litical  gain  by  catering  to  the  interest: 
those  hurt  by  bad  government  policies. 

The  trend  during  the  past  15  years  tow 
privatizing  badly  run  government  enterpr 
has  gained  worldwide  momentum.  Many  fr 
tions  have  sold  off  telephone  companies, 
refineries,  airlines,  and  government  enter]  Tice  and 
es  in  various  other  sectors.  Even  state-ow 
postal  systems  have  not  been  immune  to  p 11 
sures  toward  privatization.  The  Netherla 
announced  in  April  that  it  will  shortly  begi 
sell  a  majority  interest  in  its  post  and 
phone  monopoly.  Although  Britain  has  on 
the  more  efficient  postal  systems,  it  recei 
proposed  a  public  equity  offering  that 
place  a  majority  of  the  shares  in  pri\ 
hands.  Sweden  is  letting  private  Compaq 
compete  with  the  state-run  system  in  deli 
ing  mail  in  Stockholm.  I  expect  other  count  re 
to  follow  Sweden's  example  and  allow  pri\ 
competition  against  the  state  postal  systes 

If  the  tyranny  of  the  status  quo  ever 
comes  generally  recognized  as  a  reliable  lav 
politics,  there  will  be  increased  oppositior 
bad  proposals,  even  those  framed  on  a  sr 
scale  or  characterized  as  temporary.  An< 
may  become  a  little  easier  to  eliminate  exist 
policies  that  have  clearly  done  far  more  hi 
than  good. 
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I 

j  Moving  To  Client/Server  Can  Have  A 

)ramatic  Impact  On  Your  Business.  Even  More  So  If 
You  Choose  The  Wrong  Software  Company. 


ea     It's  inevitable.  At  some  point 
iVJ.  on  you're  going  to  move  to 
ent/server  technology.  And 
ere's  little  margin  for  error, 
loose  the  wrong  software  part- 
r,  and  everything  you've  built 
ur  business  on  will  tremble,  if 
t  collapse.  That  is,  unless  you 
rtner  with  Cognos*,  the  only 
mpany  you  can  truly  rely  on 
•  building  business-critical 
ent/server  applications. 

We're  the  undisputed  leader, 
ering  unequaled  training, 
vice  and  support  for  nearly  20 
irs.  We'll  leverage  your  invest- 
;nt  in  mainframes,  midrange 
|  terns,  terminals  and  PCs,  as 
1  smoothly  transition  to  client/ 
ver.  And  with  over  12,000  cus- 
'l^tj  ners  and  25,000  licenses  world-wide,  you  can  be 
e  we  have  the  proven  solutions  and  the  vision  to 
you  through  this  unforgiving  path  to  client/server. 


ext.  6302. 


Only  Cognos  offers  customers 
a  complete  set  of  flexible  and 
powerful  tools  to  build  and  deploy 
client/server  applications.  There's 
PowerHouse*  and  PowerHouse 
Windows,  two  of  our  most  pro- 
ductive application  development 
tools.  And  Impromptu*  and 
PowerPlay*,  our  powerful  desktop 
tools  that  allow  end-users  access 
to  critical  business  data.  We  also 
support  the  leading  databases  such 
as  Sybase,  Oracle  and  InterBase. 

Let  Cognos  be  your  client/serv- 
er software  partner  and  the  cor- 
nerstone of  your  business'  future. 
For  a  free  copy  of  our  extensive 
white  paper,  "Building  and 
Deploying  Applications  in  the 
'90s','  or  for  more  information 
on  Cognos'  unparalleled  ex- 
pertise, call  1-800-223-2321, 
In  Canada,  call  1-800-361-3163. 


Tools  That  Build  Business 

Cognos,  PowerHouse,  Impromptu,  and  PowerPlay  are  registered  trademarks  of  Cognos  Corporation.  All  others  are  the  property  of  the  respective  trademark  holder. 


FORTIS  IS  HERE  TO  PROTECB 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis —  a  worldwide  financial  services  organization  $100  billion  ftp 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  wO* 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 


Weryone  in  your  castle. 


hat  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle. 
From  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or financial  consultant,  or  call 1-800-377-7282 . 
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conomic  i  renas 


BY  GENE  KORETZ 


INVENTORY  DEMAND 

MAY  BE  ABOUT  TO 
BOLSTER  U.S.  GROWTH 


Although  auto  sales  and  housing  ac- 
tivity may  be  losing  steam,  econo- 
mists Joseph  Carson  and  Joseph  Quinlan 
of  Dean  Witter  Reynolds  Inc.  see  little 
sign  of  a  slowdown  in  economic  growth. 
Capital  spending  and  rising  exports  are 
taking  up  the  slack,  they  argue,  and  "a 
big  economic  catalyst,  inventory  build- 
ing, is  about  to  come  on  strong." 

Despite  its  normally  critical  role  in 
business  cycles,  inventory  demand  in 
the  current  upswing  has  been  unusually 
subdued.  Real  manufacturing  invento- 
ries have  actually  been  declining  since 
mid-1990,  and  factory  inventory-sales  ra- 
tios arc  currently  at  .'30-year  lows. 


FACTORY  INVENTORIES 
ARE  RAZOR-THIN 


MANUFACTURING  INVENTORIES 
AS  A  PERCENT  OF  SALES 


A  PERCENT 
DATA:  COMMERCE  DEPT 


•APRIL 


Economists  have  sought  to  explain 
the  muted  inventory  cycle  by  {jointing  to 
the  adoption  of  just-in-time  inventory 
control  techniques.  But  a  new  economet- 
ric study  by  Chan  Huh  of  the  Federal 
Reserve  Bank  of  San  Francisco  finds  no 
evidence  that  just-in-time  measures  have 
changed  inventories'  cyclical  role. 

According  to  Carson  and  Quinlan, 
many  companies  that  only  a  year  ago 
saw  their  thin  inventories  as  a  plus  are 
now  worrying  about  price  and  availabil- 
ity. And  the  breathing  space  provided 
by  slack  demand  overseas  is  evaporating. 
Quinlan  notes  that  cargo  ships  bound  for 
Europe  this  summer  are  almost  fully 
booked  for  the  first  time  in  five  years. 

One  clear  omen  is  the  May  survey  of 
the  National  Association  of  Purchasing 
Management.  Purchasing  agents  report- 
ed the  fastest  pace  of  inventory  growth 
and  the  slowest  pace  of  vendor  deliver- 


ies in  five  and  six  years,  respectively. 
And  the  number  reporting  paying  high- 
er prices  for  supplies  was  the  greatest 
since  the  Persian  Gulf  war. 

Once  an  inventory-building  cycle  gets 
under  way,  observes  Carson,  it  tends  to 
feed  on  itself— pushing  up  prices  and  the 
incentive  to  build  stocks  even  more. 
"Rising  output  to  meet  inventory  needs 
will  create  new  jobs  and  income,"  he 
predicts,  "and  that  will  offset  the  current 
slowdown  in  consumption." 


WHY  AMERICAN 
DRUGMAKERS  GOT 
A  BAD  RAP... 


Drug  companies  are  often  assailed  as 
price  gougers  by  consumer  groups, 
who  cite  government  price  indexes 
showing  fast-rising  prices  of  prescrip- 
tion drugs.  But  a  recent  study  by  Ernst 
R.  Berndt,  Zvi  Griliches,  and  Joshua 
Rosett  of  the  National  Bureau  of  Eco- 
nomic Research  concludes  that  the  meas- 
ures are  seriously  flawed. 

The  study  analyzes  sales  data  for 
2,090  prescription  products  sold  by  four 
major  U.  S.  drug  companies  from  1984 
through  1989.  Although  wholesale  pre- 
scription drug  prices  were  reported  by 
the  Bureau  of  Labor  Statistics  (bls)  to 
have  risen  at  a  9%  annual  rate  during 
that  period,  the  study  finds  that  drug 
prices  rose  at  just  a  6%-to-6.7%  clip. 

Why  the  discrepancy?  The  two  re- 
searchers found  that  the  BLS  undersam- 
pled  newer  drugs,  which  tend  to  post 
moderate  price  increases,  and  gave  too 
much  weight  to  medium-aged  drugs  (4 
to  10  years  old),  which  tend  to  have 
above-average  increases. 

The  bls  has  also  treated  generic 
drugs  and  their  patented  equivalents  as 
separate  products,  though  it  makes  more 
sense  to  combine  them  in  a  price  meas- 
ure. In  the  case  of  one  typical  drug,  Gri- 
liches and  economist  Iain  Cockburn 
found  that  adopting  such  an  approach 
turned  a  14%  rise  into  a  48%  decline. 


...AND  WHY 
PRESCRIPTION  PRICES 
MAY  EVEN  DROP 


Spurred  by  the  research  described 
above,  the  government  is  now 
weighing  ways  to  improve  its  drug  price 
measures.  Meanwhile,  the  drug  indus- 
try itself  has  been  exercising  price  re- 
straint. And  even  more  price  moderation 
seems  to  be  in  the  wings. 

A  recent  General  Accounting  Office 


report  found  that  in  1991,  drugmal 
charged  wholesalers  60%  more  in 
U.  S.  than  in  Britain  for  a  market  ba 
of  77  frequently  dispensed  brand-nd 
prescription  drugs.  One  reason  for  [ 
difference  was  that  the  U.  S.  market  j 
many  buyers,  whereas  in  Britain 
government  pays  for  most  such  pure 
es,  and  thus  can  exert  heavy  barga 
power  on  producers. 

But  the  U.  S.  market  is  now  shif 
dramatically— away   from  traditid 
wholesalers  and  toward  mail-order  p|| 
macies,  managed-care  groups,  and 
ernment  programs  like  Medicaid,  w| 
are  able  to  negotiate  big  price  discou 
Industry  experts  say  such  channels 
ready  account  for  about  half  of  all 
drug  sales,  and  their  reach  is  grov 
Thus,  overall  prescription  drug  prii 
which  are  up  only  3.2%  this  year,  cq 
actually  decline  somewhat  in  1995. 
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WILL  LONGER  HOURS 

FINALLY  START 

TO  LIFT  U.S.  WAGES? 


Although  May's  sharp  drop  in 
unemployment  rate  to  6% 
heightened  inflationary  fears,  skepB118 
argue  that  recent  changes  in  the  j 
ernment's  survey  methods  may  have 
ased  the  reading  in  unknown  ways, 
pecially  suspect  is  the  finding  that 
labor  force  has  shown  no  growth  s: 
January,  despite  a  big  surge  in  hirii 
To  get  around  such  problems,  ecc 
mist  David  Kelly  of  Lehman  Brotl  :i 
Inc.  has  constructed  his  own  gauge  o  i  k 
bor  capacity  use:  total  hours  wor  |g 
(calculated  by  multiplying  total  emp 
ment  by  the  average  workweek)  a 
percent  of  total  potential  work  ef 
(derived  by  multiplying  the  entire 
to-65-year-old  population  by  40  hou  Isr 
His  calculations  show  that  the  meas 
hovered  between  60%  and  65%  from 
late  1940s  to  the  early  1980s,  movin; 
the  top  of  that  range  at  cyclical  peas, 

During  the  1980s  expansion,  howe  3 11 1 
Kelly's  measure  vaulted  to  still  hig 
ground,  as  the  workweek  expanded  shy  THE 
women  continued  to  surge  into 
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1989,  it  fell  to  69%  in  1992.  But  by 
of  this  year  it  was  back  to  72.3%. 

Such  high  labor  capacity  use,  s 
Kelly,  suggests  that  labor  cost  pressi 
may  be  building,  though  the  evolutio 
competitive  labor  markets  makes  i 
exact  danger  point  uncertain.  Meanwl  < 
he  predicts  that  the  strong  trend  < 
ward  longer  working  hours  will  contiJ 
to  reward  businesses  that  cater  to  Tjo 
pie  with  little  spare  time. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


RELAX.  JOBS  ARE  GROWING, 
IUT  INFLATION  ISN'T 


r; 


ABOR  MARKETS  ARE 
GETTING  TIGHTER 


UNEMPLOYMENT  RATES 

I  


he  employment  report  is  supposed  to  be  the  Labor 
Dept.'s  monthly  snapshot  of  the  U.  S.  labor  mar- 
ket. The  May  installment,  though,  looked  like  a 
:mble  exposure:  Payrolls  rose  less  than  expected,  a  sign 
lat  economic  growth  is  moderating  to  a  less  inflationary 
ice.  But  the  jobless  rate  dropped  sharply  to  a  level  that 
iggests  wage  and  price  pressures  are  just  around  the 
md.  Which  image  is  correct? 

Stick  with  slower,  noninflation- 
ary  growth.  Besides,  the  gov- 
ernment's payroll  survey  has  al- 
ways been  more  dependable  than 
its  survey  of  households,  from 
which  the  data  on  the  labor  force 
and  the  unemployment  rate  are 
derived.  That's  especially  true 
now,  since  Labor  is  still  work- 
ing out  the  kinks  resulting  from 
its  switchover  a  few  months  ago 
to  a  new  method  for  measuring 
)lessness  that  tries  to  remove  gender  bias  from  the 
usehold  survey. 

Hie  payroll  data  show  that  businesses  added  191,000 
rkers  in  May,  well  below  the  hefty  increases  of  358,000 
April  and  379,000  in  March.  What's  more,  that  gain  in- 
des  the  return  of  the  70,000  Teamsters  who  were  on 
ike  in  April.  The  May  payroll  additions  were  the  nar- 
vest  in  nine  months,  with  only  50.6%  of  356  industries 
Xing  on  new  workers,  compared  with  62%  in  the  two 
vious  months. 

The  smaller  May  job  gains,  taken  together  with  weak- 
April  readings  for  the  index  of  leading  indicators,  fac- 
y  orders,  and  consumer  spending,  support  the  notion 
t  growth  in  the  economy  is  cooling  down  to  a  pace  that 
be  to  the  liking  of  both  the  financial  markets  and  the 
leral  Reserve  (page  120). 
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Without  a  doubt,  labor  markets  are  tight- 
er now  than  a  year  ago.  In  fact,  spot 
shortages  of  labor  are  beginning  to  crop 
up  in  a  few  categories  (page  36).  More- 
|  the  weak  California  economy  is  single-handedly  add- 
0.3  percentage  points  to  the  national  jobless  rate, 
jesting  that  the  overall  rate  is  understating  labor- 
ket  tightness  across  the  rest  of  the  country  (chart), 
he  plunge  in  the  unemployment  rate,  however,  from 
o  in  April  to  6%  in  May,  just  didn't  happen.  Labor 
t.  officials  admit  that  the  reliability  of  the  new  house- 


LITTLE  PICKUP  IN 
THE  PACE  Of  WAGES 


AVERAGE  HOURLY 
EARNINGS 


hold  data  is  questionable.  The  main  problem  is  a  lack  of 
sufficient  data  history,  without  which  proper  seasonal  ad- 
justment cannot  be  made.  Indeed,  under  the  old  measure, 
May  joblessness  fell  to  6.1%,  a  surprising  result  given 
that  the  new  rate  has  typically  run  half  a  percentage 
point  higher  than  the  old  one. 

Moreover,  the  new  data  show  that  the  labor  force  has 
risen  only  0.8%  in  the  past  year.  That  runs  counter  to  the 
growth  in  the  working-age  population,  which  has  increased 
twice  as  fast.  In  particular,  the  numbers  say  the  labor 
force  hasn't  grown  at  all  since  February.  No  way.  If  the 
work  force  had  risen  at  a  more  realistic  pace,  the  May  job- 
less rate  would  have  been  much  higher. 

As  Bureau  of  Labor  Statistics 
Commissioner  Katherine  Abra- 
ham noted  after  the  data  for 
May  were  released,  large  move- 
ments in  the  unemployment  rate 
in  a  single  month  often  are  par- 
tially reversed  in  the  following 
month.  That  should  be  the  case 
this  time  as  well,  suggesting  far 
less  upward  pressure  on  wages 
than  the  May  jobless  rate  would 
imply. 

To  date,  wage  growth  shows  little  sign  of  accelerating. 
Average  hourly  earnings  rose  0.5%  in  May,  to  $11.11,  but 
so  far  in  the  second  quarter,  hourly  pay  has  increased  just 
2.6%  from  a  year  ago.  That  annual  pace  is  up  just  slight- 
ly from  2.4%  in  the  second  quarter  of  1993  (chart). 

What's  more,  all  of  that  pickup  in  the  past  year  oc- 
curred in  manufacturing,  where  productivity  is  growing  at 
a  near-record  pace  and  where  unit  labor  costs  are  falling. 
Pay  growth  in  the  larger  service  sector  has  gone  no- 
where for  two  years. 

WEEKLY  But  even  as  wage  growth  stays  low,  work- 
PAY  IS  ers  generally  are  generating  plenty  of  in- 

OUTPACIHG  come.  That's  because  they  are  working 
INFLATION  longer  hours.  The  workweek  rose  to  34.9 
hours  in  May,  a  seven-year  high.  As  a  result,  average 
weekly  earnings  during  the  past  year  are  up  3.3%,  faster 
than  inflation. 

Moreover,  the  quality  of  jobs  is  improving.  Businesses, 
for  instance,  are  relying  less  on  temporary  help— employ- 
ees who  don't  accrue  costly  benefits  or  seniority.  In  the 
past  year,  only  336,000  new  jobs  arose  in  what  the  Labor 
Dept.  labels  "personnel-supply  services,"  or  temporary 
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TEMP  HIRING  GROWS 
LESS  PERVASIVE 


GROWTH  IN  TEMPORARY 
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ADDED  IN  THE  PAST  YEAR 
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help  agencies.  This  sector  chalked  up  13.1%  of  all  new  jobs 
created.  While  that  percentage  may  appear  to  be  impres- 
sive, such  temp  jobs  accounted  for  about  50%  of  all  job 
growth  two  years  ago  (chart). 

And  temps  are  no  longer  the 
stereotypical  receptionist  work- 
ing the  front  desk.  Economists 
at  the  Federal  Reserve  Bank  of 
Chicago  looked  at  the  nature  of 
temp  jobs.  In  particular,  they  ex- 
amined temporary  jobs  classified 
as  industrial  workers— employees 
who  handle  heavy  machinery, 
run  production  lines,  and  move 
goods.  While  some  industrial 
workers  may  work  at  wholesale 
or  transportation  companies,  most  probably  are  employed 
in  manufacturing. 

The  Chicago  Fed  researchers  estimate  that  at  the  begin- 
ning of  this  expansion,  about  100,000  new  factory  workers 
a  year  were  hired  through  temp  agencies.  That  rate  has 
slowed  to  85,000  in  the  past  year,  as  factories  began  to 
add  to  their  payrolls  outright. 

What  the  analysis  suggests  is  that  instead  of  paring 
62,000  production  jobs  since  1991,  the  factories  have  actu- 
ally added  about  200,000  jobs.  And  that  doesn't  include 
clerical  and  white-collar  temps  who  work  at  manufacturing 
companies. 

MORE  If  the  May  employment  report  was  a  bit 

EVIDENCE  blurry,  the  latest  data  on  factory  activ- 
Of  SLOWER  ity,  consumer  spending,  and  installment 
GROWTH  credit  offer  a  more  focused  picture  of  the 
outlook.  What's  in  the  viewfinder?  Evidence  of  slower 
growth  as  the  economy  begins  feeling  the  effects  of  high- 
er interest  rates. 

The  loss  of  2,000  factory  jobs  in  May  and  the  decline  in 
the  factory  workweek  from  42.2  hours  to  42.1,  for  in- 


stance, suggest  that  industrial  production  was  weak  1  t 
month.  Slowing  demand  explains  why  manufacturers  h 
little  need  to  speed  up  assembly  lines. 

Factory  orders  slipped  0.1%  in  April,  and  since  Janua 
they  are  up  just  ,1%,  compared  with  a  5.6%  gain  in  1  ? 
preceding  three  months.  Inventories,  however,  edged 
only  0.2%  in  April.  So  factories  aren't  stuck  with  a  st<  c 
overhang  that  would  foreshadow  steep  output  cuts. 

Tight  inventories  can  backfire  sometimes,  though 
recent  drop-off  in  sales  of  motor  vehicles  is  partly  the 
suit  of  a  shortage  of  popular  models  as  well  as  the  imp  |t 
of  higher  interest  rates  on  car  loans  and  leases.  Sales  I 
U.  S.-made  cars  and  light  trucks  fell  to  an  annual  rate  il 
12.6  million  in  May,  down  from  13.1  million  in  April  (cha ) 

Sales  at  department  and  chain  stores  slacked  off  fc 
May,  as  well.  The  Johnson  Redbook  Report  says  that  safc 
last  month  fell  2.6%  before  rebounding  3.1%  in  the  fii 
week  of  June  from  the  May  average. 

The  shopping  slowdown  means 
that  gains  in  installment  credit 
should  taper  off.  In  April,  how- 
ever, consumers  added  a  gargan- 
tuan $8.9  billion  in  debt— the 
most  in  more  than  nine  years, 
including  a  $5  billion  surge  in 
revolving  debt. 

Why  are  consumers  feeling 
more  comfortable  about  pulling 
out  their  credit  cards?  A  strong- 
er sense  of  job  security  prob- 
ably helps,  as  does  better  income  growth.  Debt  a 
share  of  disposable  income  stood  at  16.7%  in  April.  Wli 
that  ratio  is  on  the  rise,  it  is  still  quite  manageable. 

The  expected  gains  in  jobs  and  incomes  mean  tl 
debt  loads  should  remain  benign.  So,  too,  the  expansl 
should  stay  on  its  course  of  slower  growth.  That  tre| 
isn't  very  glamorous,  but  it  is  the  surest  way  to  keep 
flation  out  of  the  economic  picture. 
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THE  WEEK  AHEAD 


RETAIL  SALES 


Tuesday,  June  H,  8:30  a.m. 
Retail  sales  probably  were  unchanged 
in  May,  after  falling  0.8%  in  April,  ac- 
cording to  the  median  forecast  of  econo- 
mists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  The  disap- 
pointing performance  is  suggested  by 
the  drop  in  motor-vehicle  sales  last 
month  and  the  decline  in  sales  at  de- 
partment and  chain  stores  calculated  by 
the  Johnson  Redbook  Report. 

CONSUMER  PRICE  INDEX  

Tuesday,  June  U,  8:30  cum. 

Total  consumer  prices  likely  increased 

0.3%  in  May,  after  edging  up  just  0.1% 


in  April.  That  means  consumer  inflation 
is  running  a  mild  2.5%  during  the  year 
ended  in  May.  Excluding  volatile  food 
and  energy  costs,  core  prices  probably 
rose  0.3%  last  month  as  well,  on  top  of  a 
0.2%  advance  in  April. 

INDUSTRIAL  PRODUCTIOH  

Wednesday,  June  15,  9:15  cum. 
Output  at  the  nation's  factories,  mines, 
and  utilities  probably  rose  just  0.1%  in 
May,  says  the  MMS  survey.  That's  indi- 
cated by  the  drop  in  car  output  sched- 
uled by  auto  makers  and  a  fall  in  facto- 
ry jobs.  Operating  rates  probably  stood 
at  83.5%  in  May.  In  April,  industrial  pro- 
duction increased  a  solid  0.3%,  and  oper- 
ating rates  were  at  83.6%. 


BUSIHESS  INVENTORIES 


Wednesday,  June  15,  10  cum. 
Manufacturing,  wholesale,  and  retail 
ventories  likely  rose  0.2%  in  April, 
versing  the  0.2%  decline  posted 
March.  Factories  have  already  repor 
a  0.2%  gain  in  their  stock  levels.  Bi 
ness  sales  probably  fell  about  0.5% 
April,  after  surging  1.2%  in  March 

HOUSING  STARTS 


1 


Thursday,  June  16,  8:30  cum. 
The  mms  median  forecast  is  that  hous 
starts  fell  to  an  annual  rate  of  1.43  r 
lion  in  May,  from  1.46  million  in  Ap 
Higher  mortgage  rates  are  starting 
hit  homebuilding. 
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hiiMi!ii4--f-H  "Distributors  all  over  the  world  sell  my  golf  clubs,  so  I  need  international  fax  service 
ADVANTAGE  that  performs.  That's  why  I  use  AT&T.  They  provide  clear,  reliable  faxes  to  Japan,  my 
biggest  overseas  market.  That's  important  when  you  rely  on  the  fax  for  things  like  orders,  shipping  and 
design  instructions."  Ely  Callaway  knows  a  lot  about  performance  in  the  international  marketplace.  So  it's 
no  surprise  he  chooses  AT&T  for  all  his  faxes.  Only  AT&T  has  the  International  FAX 
Service  Center,  which  uses  leading  edge  technology  to  help  ensure  that  faxes  get 
through.  That's  Ely's  AT&T  Business  Advantage. 

Find  out  what  AT&T's  fax  troubleshooting  center  can  do  for  your  business. 
Call  1  800  222-0900.  And  let  AT&T  work  for  you. 


Ely  Callaway 
CEO,  Callaway  Golf 
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I  t  was  a  powerful  speech,  and  i  hell 
I  of  the  few  moments  that  eve  edx 
I  genuine  emotion  in  Bill  Clint  ['&; 
Hi  frenetic  foreign  tour.  Until  jat 
windy  day  in  Normandy,  much  offei^  . 
European  trip  had  been  a  numbing  ■<•  s( 
cession  of  ritual  images— Clinton  poha  , 
with  the  Pope,  waving  from  the  dfck 
of  the  royal  yacht  Britannia,  and  s$d\ 
ing  an  awkward  salute  to  sailor^ 
board  the  U.  S.  aircraft  carrier  Ge 
Washington. 

But  on  June  6,  the  President,  w 
many  military  veterans  malign  as 
Slick-To-Serve,  addressed  a  crowd 
Day  survivors  gathered  at  Norma: 
American  Cemetery.  There  was  scaipy^  La 
a  dry  eye  as  he  declared:  "We  areli* 
children  of  your  sacrifice."  The  trilti 
drew  praise  even  from  hardened  Clin 
bashers— and  sighs  of  relief  from  VVi 
House  aides,  who  had  long  fretted  al> 
the  trip. 

Unfortunately,  Clinton's  Eurofji;  . 
journey  couldn't  he  extended  indefii 
ly.  As  the  President  headed  home^i 
June  8,  he  was  confronted  by  his  ,n 
private  Omaha  Beach:  A  landscape  >t. , 
ted   with   political   land   mines  k 
bristling  with  partisan  barbed  wire.  ; 

With  his  legislative  program  st£  Ej,]eiI1" 
and  his  foreign  policy  under  attack,  (in 
ton  has  returned  to  confront  the  eni;  i;f  ;j  , 
of  his  Presidency:  The  economy  is  gi  hy^ 
ing.  America  is  at  peace.  Last  year  Ujr.fr 
clawed  out  big  victories  on  the  bu(  Ejpd 
and  trade,  won  family-leave  legislat  Lp  t 
and  cut  taxes  for  the  working  poor. 
has  twice  vanquished  the  mighty  1^ 
lobby  by  gaining  restrictions  on  pis  fc^  j 
and  assault  weapons. 

Yet  a  majority  of  Americans  now  Kj„ j  , 
dissatisfied  with  Bill  Clinton's  Presi< 
cy.  In  an  early  June  Gallup  poll  ts 
for  USA  Today/CNN,  only  46%  of  res;  i 
dents  approved  of  his  job  pert'orman  - 
a  five-point  dip  in  just  two  weeks 
has  accomplishments  of  major  din 
sions— for  which  he  gets  no  credit," 
Ross  K.  Baker,  a  Rutgers  Univer 
political  scientist.  "The  good  that  he 
gets  overlooked  because  there's  a 
stant  referendum  on  him  as  a  per 
And  he  engenders  incredibly  str 
emotions." 

If  Clinton's  predicament  were  simp 
matter  of  fleeting  public  unease, 
could  afford  to  worry  less  and  enjoy 
privileges  of  office  more.  But  the  Pi 
dent  has  complicated  his  problems  \ 
an  unfocused,  frat-house  managen 
style  and  a  fumble-prone  staff. 

What's  more,  the  news  in  the  wi 
leading  up  to  the  European  trip 
dismal:  rising  interest  rates,  a  se: 
harassment  suit,  yet  another  Arkai 
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:hum— White  House  aide  W.  David 
Catkins— ousted  in  an  ethics  flap.  All 
his  as  tensions  were  escalating  with 
forth  Korea  over  efforts  to  dismantle 
ts  nuclear  program  (page  58). 

Lately,  some  of  Clinton's  remarks 
iave  had  a  wounded  tone.  And  he  has 
mple  reason  to  sound  besieged.  On  key 
ronts,  his  Presidency  seems  shaky, 
■jiiong  them: 

The  character  issue.  Con- 
inced  that  an  impersonal  so- 
iety  has  weakened  family 
es.  Bill  and  Hillary  Rodham 
linton  have  been  conducting 
running  sermon  on  what 
le  First  Lady  calls  "a  crisis 
[  the  spirit."  But  the  steady 
xeam  of  allegations  about 
linton's  personal  conduct  has 
jached  a  critical  point,  ana- 
sts  say.  The  resulting  furor 
doubly  devastating:  It  un- 
jrmines  the  President's  abil- 
y  to  be  a  moral  beacon  and 
stracts  voters  from  seeing 
s  achievements.  "Character 
sues  have  become  more  im- 
>rtant  in  judging  politicians, 
id  that's  where  Clinton  has 
problem,"  says  Alan  Se- 
est,  a  Democratic  pollster, 
'hite  House  aides  counter 
at  such  woes  are  not  unique 
Clinton.  "There's  disgust 
ith  all  politicians,"  says  one. 
Perhaps.  But  Clinton's  char- 
ter problems  do  seem  end- 
s' |  ss.  Special  counsel  Robert 
1  Fiske  Jr.  continues  to 
obe  the  Whitewater  mat- 
r.  And  Clintonites  concede 
e  likelihood  of  future  "bimbo 
uptions."  Says  a  top  advis- 
:  "The  problem  isn't  our 
n\slative  [record],  it's  the 
aracter  issue." 
Foreign  policy  drift.  For 
rnths,  support  for  the  Pres- 
int's  handling  of  foreign  af- 
rs  has  been  declining, 
hether  the  issue  has  been 
iving  out  Haiti's  military 
lers,  ending  the  slaughter 
Bosnia,  curbing  China's  human-rights 
uses,  or  breaking  the  nuclear  impasse 
th  North  Korea,  Clinton's  pattern  has 
en  familiar:  threaten  tough  measures, 
onize,  then  back  off.  His  latest  som- 
sault  is  typical:  The  White  House 
ruptly  abandoned  its  comprehensive 
amework"  approach  to  liberalizing 
,de  with  Japan  in  favor  of  limited  sec- 
•al  talks. 

5  The  result  has  been  a  perception 
ong  foreign  leaders  that  the  young 


President  lacks  foreign  policy  moorings. 
"Clinton's  positions  have  changed,"  says 
House  Foreign  Affairs  Committee  Chair- 
man Lee  H.  Hamilton  (D-Ind).  "He's 
struggling  with  the  whole  problem  of 
intervention.  He  does  not  define  with 
precision  or  articulate  the  national  in- 
terest . . .  but  he  has  got  to  do  it." 
One  problem  is  Clinton's  belief  that  in 


PRESIDENTIAL  ANGST 


Approaching  the  midpoint  of  his  first  term,  some  key 
pillars  of  the  Clinton  Presidency  are  shaky: 

A  surging  economy,  which  has 
created  3  million  jobs,  has  been 
Clinton's  strong  suit.  But  growth 
has  slowed  sharply,  and  interest- 
rate  hikes  are  roiling  markets.  The  key  question  for 
Clinton:  Can  the  expansion  last  until  '96? 

The  Whitewater  affair,  Hillary 
Rodham  Clinton's  sweetheart 
commodities  deals,  the  Paula 
Jones  lawsuit,  and  ethical  lapses 
by  Arkansas  cronies  have  taken  a  toll.  All  contribute  to 
"character"  concerns  about  Bill  Clinton.  The  upshot: 
The  President's  ability  to  sermonize  about  America's 
crisis  of  values  has  been  damaged. 

Clinton's  flip-flops  on  Bosnia, 
Haiti,  and  China  have  unsettled 
Americans.  Allies  worry  that 
the  pattern  of  bluster  and  retreat 
might  encourage  Third  World  despots.  Yet  the 
President  remains  unwilling  to  shake  up  his  visionless 
team  of  foreign  policy  advisers. 

Clinton  rode  into  Washington 
pledging  to  end  gridlock.  And  he 
blitzed  through  a  strong  fresh- 
man year,  winning  uphill  victories 
on  the  budget  and  the  North  American  Free  Trade 
Agreement.  But  this  year,  Clinton  has  met  with  fierce 
partisan  opposition.  Now,  experts  predict  a  bloodbath 
for  Democrats  in  November.  The  result  could  be  policy 
paralysis  for  the  rest  of  the  President's  term. 


the  post-cold  war  era,  economic  compe- 
tition overshadows  national-security  con- 
cerns. Another  is  the  conviction  of  Sec- 
retary of  State  Warren  M.  Christopher 
and  National  Security  Adviser  Anthony 
Lake  that  mushy  multilateralism  is  the 
only  kind  of  intervention  the  U.  S.  pub- 
lic will  accept.  "Clinton  doesn't  want  to 
be  the  foreign  policy  President,"  says 
one  adviser.  "But  he  fails  to  see  that, 
even  though  people  don't  care  about 
Bosnia,  they  care  a  lot  when  the  U.  S. 


seems  incapable  of  handling  foreign 
problems." 

■  Capital  gridlock.  Could  1994,  which  is 
expected  to  produce  little  more  than  a 
diluted  version  of  health  reform,  stand 
as  the  high-water  mark  of  Bill  Clinton's 
term?  The  possibility  is  rising  as  resis- 
tance to  Clinton's  agenda  builds. 

Democrats  have  lost  every  key  elec- 
tion since  1992,  and  polls  are 
picking  up  signs  of  major 
midterm  GOP  gains  in  Novem- 
ber. Republicans  hope  to  take 
25  House  seats— and  have  an 
outside  shot  at  winning  the 
Senate.  When  the  dust  set- 
tles, the  Administration's 
plans  to  complete  its  "public- 
investment"  agenda  could  be 
history. 

With  an  anti-Democrat  tide 
rising,  "the  next  two  years 
are  going  to  be  the  toughest 
of  Clinton's  Presidency,"  says 
Steven  E.  Schier,  a  Carleton 
College  political  scientist. 
Groans  Democratic  analyst 
Ted  Van  Dyk:  "How  on  earth 
will  he  get  anything  done?" 

By  now,  the  three-year-old 
economic  expansion  should 
have  lofted  Clinton  well  past 
these  dangers.  No  dice.  With 
white-collar  layoffs  rampant 
and  job  insecurity  high,  the 
good  economic  numbers  are 
masking  an  underlying  anxi- 
ety over  the  economy.  John 
E.  Silvia,  chief  economist  at 
Chicago-based  Kemper  Fi- 
nancial Services  Inc.,  says  the 
reasons  include  shock  at  ris- 
ing interest  costs  and  puny 
wage  packages.  Now,  slowing 
economic  growth  is  adding  to 
the  worries. 

Adversity  is  nothing  new 
to  Bill  Clinton,  of  course.  In 
the  long  run,  the  same  busi- 
ness cycle  that  carried  him 
to  victory  two  years  ago,  cou- 
pled with  a  weak  field  of  Re- 
publican Presidential  con- 
tenders, could  mean  he'll  still 
be  jogging  around  the  White  House  well 
after  November,  1996.  But  if  he  is  to 
weather  the  storms  to  come,  he  will 
have  to  bolster  the  buckling  pillars  of  his 
White  House— and  pronto.  The  question 
now:  Will  Clinton  again  indulge  in  his 
do-it-yourself  impulses?  Or  will  he  call  in 
some  experienced  contractors  to  lend 
him  a  hand? 

By  Lee  Walczak,  with  Susan  B.  Gar- 
land, Richard  S.  Dunham,  and  Owen  Ull- 
mann,  in  Washington 
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likewise,  is  still  1,700  workers  short  oAt 
overall  staffing  target.  Turning  a'1" 
90%  of  applicants,  it  simply  can 

enough  hires  with  the  math  and  e  .iUI 
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HELP  WANTED 

—BUT  NOT  DESPERATELY 


So  far,  labor  shortages  don't  point  to  inflation  on  the  horizon 


A 


n  insurance  company  in  Des 
Moines  is  scrambling  to  find  sys- 
tems analysts.  A  suburban  Den- 
ver computer-parts  maker  can't  get  the 
welders  it  needs.  Contractors  in  Atlanta 
are  offering  signing  bonuses  to  skilled 
construction  workers.  Motorola  Inc.  is 
struggling  to  find  enough  qualified  work- 
ers for  its  factories  in  Illinois.  Here  and 
there,  like  dandelions  marring  a  subur- 
ban lawn,  labor  short- 
ages are  popping  up 
around  the  country. 

That  doesn't  come 
as  a  complete  surprise 
to  bond  traders, 
economists,  and  top 
Clinton  Administration 
officials,  who  have 
been  peering  through 
the  statistical  haze  for 
signs  of  labor  bottle- 
necks—the first  sure 
indication  that  inflation 
is  on  the  way.  Indeed, 
when  the  Labor  Dept. 
announced  on  June  3  that  the  May  un- 
employment rate  unexpectedly  tumbled 
to  6%,  the  search  for  rising  wages  look 
on  added  urgency. 

But  hold  on,  inflationphobes.  Even 
though  a  smartly  growing  economy  cre- 
ated more  than  a  million  jobs  since  Jan- 
uary, there  are  enough  seanvd  veter- 
ans of  corporate  downsizings  still  out  of 
work  to  keep  cost  pressures  under  con- 
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trol.  That's  why  spot  shortages  haven't 
led  to  the  kind  of  wage  boosts  that  have 
sparked  inflation  in  the  past. 

Most  companies  still  have  little  trou- 
ble filling  slots.  Indeed,  some  businesses 
are  slashing  their  total  workforce  even 
as  they  scramble  to  find  employees  with 
the  right  set  of  highly  specialized  skills. 
Demand  for  some  low-skill  labor  remains 
slack,  but  the  need  for  other,  usually 
more  sophisticated, 
workers  is  growing 
rapidly.  Says  Gail  Fos- 
ler,  chief  economist  of 
the  Conference  Board: 
"People  are  still  re- 
structuring and  down- 
sizing, but  they  are 
also  hiring.  There  is 
very  real  concern 
about  not  getting  the 
people  you  need." 

Just  ask  Judith  A. 
Eyerdom,  human  re- 
source manager  for 
Engineered  Data  Prod- 
ucts Inc.,  a  Broomfield  (Colo.)  manufac- 
turer of  components  for  computer  stor- 
age gear.  Since  March,  the  company  has 
been  trying  to  staff  up  two  new  shifts  in 
the  face  of  a  big  pickup  in  orders.  De- 
spite bumping  pay  to  as  much  as  $11  an 
hour  and  rolling  out  a  big  local  ad  cam- 
paign, the  outfit  still  needs  a  dozen 
welders.  "We're  still  not  getting  as  many 
as  we  need,"  says  Eyerdom.  Motorola, 
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munications  skills  to  handle  the  wor 
Many  of  the  spot  shortages  aroi 
the  U.  S.  are  for  computer-related  j( 
such  as  programmers.  Managers  ne< 
to  run  sophisticated  client-server  i 
works  are  in  demand  as  well.  Geor; 
Pacific  Corp.  has  been  turning  o 
rocks  to  find  experienced  informa 
systems  people.  Says  recruiting  cl 
Clark  Handy:  "It's  a  very  challeng  8 
market.  Everybody  is  competing  for 
same  people." 
BOUNTIES.  But  you  don't  have  to  wej 
pocket  protector  to  be  sought  after, 
lanta  is  enjoying  a  huge  building  booi 
for  residential  housing  and  the 
Olympic  Games— that  puts  construct 
workers  at  a  premium.  One  big  ho 
builder,  John  Wieland  Homes,  is  offer 
$100  signing  bonuses  for  concrete  lal 
ers  and  $250  bounties  to  employees  \ 
enlist  experienced  framers. 

Another  reason  for  shortages:  gc 
raphy.  Sometimes  the  market  disk 
tion  is  a  matter  of  a  few  miles.  Ot 
times,  available  jobs  and  hungry  wc 
ers  can  find  themselves  on  oppo: 
coasts.  At  the  low  end  of  the  w 
scale,  help-wanted  signs  are  popping 
at  suburban  malls  in  much  of  the  co 
try,  where  retailers  are  struggling 
keep  up  with  consumer  demand 

The  trouble  is,  many  of  the  low-ski 
worker's  who  could  fill  those  jobs 
in  cities  and  lack  easy  access  to 
'burbs.  "If  jobs  are  not  within  comn 
ing  range,  you  can  simultaneously  h 
unfilled  jobs  and  high  unemploymei 
says  John  D.  Kasarda,  a  University 
North  Carolina  specialist  in  labor  rr 
kets  for  low-skilled  woi'kers.  At  the 
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fcsite  end  of  the  corporate  food  chain, 
feecutive  search  firms  say  they  can't 
Si  slots  in  many  markets.  Qualified  man- 
gers resist  California,  for  example,  be- 
t-use they  fear  the  high  cost  of  living 
ml  the  threat  of  earthquakes. 
Principal  Financial  Group,  a  fast-grow- 
lg  Des  Moines  insurance  company,  has 
different  problem.  It's  looking  to  in- 
rease  headquarters  hiring  by  24%  over 
ist  year,  or  1,400  jobs.  But  with  an  un- 
mployment  rate  of  about  3%,  Des 
■  '.oines  doesn't  have  the  labor  pool  Prin- 
>pal  needs,  especially  for  financial  ana- 
•sts  and  others  with  solid  experience. 
5  the  firm  is  spreading  its  net  through- 
it  the  Midwest  and  beyond,  hiring 
jadhunters  and  throwing  job  fairs.  The 
lallenge:  making  outsiders  aware  of 
te  city's  growing  financial  service  in- 
lstry  and  cultural  activities. 
While  such  shortages  haven't  begun 
show  up  on  the  government's  statis- 
w  al  radar  screen,  they  have  the  int'la- 
m-obsessed  bond  market  worried.  If 
piand  for  workers  starts  to  outstrip 
pply,  can  wage  gains  be  far  behind? 
IEGMGIBLE  EFFECT."  The  Clinton  Ad- 
inistration  has  been  watching  the  sit- 
ition  closely  but  so  far  sees  little  to 
)rry  about.  Labor  Secretary  Robert 
Reich  says  he  has  picked  up  hints  of 
ot  shortages— among  skilled  techni- 
ms,  for  instance— but  sees  no  sign  of 
despread  bottlenecks  or  wage  pres- 
res.  "There's  a  negligible  effect  on 
iges,"  Reich  says. 

Most  private  economists  agree.  David 
sler,  chief  economist  at  Nomura  Se- 
nties  International  Inc.,  says  he  hasn't 
ind  much  evidence  that  shortages  are 
!  j  tting  upward  pressure  on  wages,  ei- 
ir.  Despite  the  spot  shortages,  the 
arall  supply  of  labor  exceeds  avail- 
le  jobs,  and  in  many  occupations, 
rkers  still  seem  reticent  about  asking 
big  wage  hikes.  Nonetheless,  Resler 
i  others  see  growing  demand  for 
;h-skilled  workers  and  figure  that 
ges  for  those  people  will  rise.  But 
1  doesn't  signal  troublesome  inflation. 
I  exactly  what  you  want  a  dynamic 
morny  to  do,"  Resler  says.  "Build  up 
se  wages.  Send  a  signal  that  certain 
upations  are  in  greater  demand  and 
more  people  to  enter  them." 
fyr  all  the  hand-wringing  about  po- 
tial  inflation,  labor  markets  seem  to 
on  solid  footing.  Spot  shortages  are  a 
ill  price  to  pay  for  strong  gains  in 
ployment  and  scant  wage  pressure. 
I  iides,  if  the  idea  of  the  odd  shortage 
oo  troublesome,  just  think  back  two 
rs,  to"  the  days  of  7.7%  unemploy- 
;it.  It  could  be  a  lot  worse. 
iy  Howard  Gleckman,  with  Sandra 
p  hison  in  Denver,  Richard  A.  Melcher 
„s  Chicago,  Jonathan  Ringel  in  Atlanta, 
jjui  '  bureau  reports 
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MAIN  STREET  COMES  OUT  OF  ITS  SLUMP, 
AND  SPIRITS  ARE  UP 


F 


ew  could  blame  June 
Hoey  for  being  anx- 
ious. A  single  moth- 
er who's  putting  her  third 
child  through  college, 
Hoey  just  learned  she'll 
soon  be  booted  out  of  the 
townhouse  she  has  been 
renting.  Recently,  an  acci- 
dent with  an  uninsured 
motorist  left  her  facing  $700  in  car  re- 
pairs. If  that  isn't  enough,  Hoey  is  due 
to  lose  her  $25,000-a-year  job  as  a  real 
estate  analyst  by  yearend,  when  her 
employer's  contract  expires. 

But  Hoey  isn't  troubled:  Despite 
mounting  bills  and  limited  savings, 
Hoey  says  she  is  "fairly  optimistic 
about  the  economy. . . .  Things  have 
really  turned  around  in  the  last  couple 
of  years.  I  don't  know  of 
too  many  people  who 
have  not  been  able  to  go 
out  and  find  another  job." 

Hoey's  attitude  isn't 
uncommon  in  Dallas. 
Meander  down  Main 
Street  in  this  city's  down- 
town and  you'll  encounter 
a  surprising  uniformity  of 
opinion:  The  economy 
here  is  so  much  better 
than  it  has  been  in  years, 
folks  say,  that  there's  lit- 
tle reason  to  complain. 
"It's  good  here  in  Dallas. 
I've  got  a  roof  over  my 
head,  and  I  get  a  pay- 
check every  week,"  says 
Vaughn  Ingram,  an  MCI 
Telecommunications  Corp.  line  locator 
working  with  his  crew. 

That  outlook  appears  well-founded: 
Nationally,  unemployment  is  down  and 
inflation  is  low.  The  Dallas  area,  left 
for  dead  in  the  1980s  after  its  oil  and 
real  estate  collapsed,  has  seen  re- 
bounds in  construction,  telecommunica- 
tions, and  health  care.  Unemployment 
dropped  to  5.3%  in  April,  compared 
with  6.4%  nationally. 

Even  signs  of  slowing  economic 


"The  economy  has  been 
growing  so  drastically 
that  it's  due  a  little 
leveling  off. ...  No 
one's  panicking." 

STAN  B.  HENSLEY 

Police  officer 


"It's  good  here  in  Dallas 
I've  got  a  roof  over 
my  head,  and  I  get  a 
paycheck  every  week." 

VAUGHN  INGRAM 

Telephone-line  locator 


"Things  have  really  turned 
around. ...  I  don't  know  of 
too  many  people  who  have 
not  been  able  to  go  out 
and  find  another  job." 

JUNE  HOEY 

Real  estate  analyst 


growth  nationally  don't  concern  Dal- 
las. "The  economy  has  been  growing  so 
drastically  that  it's  due  a  little  leveling 
off,"  says  Dallas  police  officer  Stan  B. 
Hensley.  "[But]  there's  no  major  re- 
cession. No  one's  panicking." 

Just  one  thing,  in  fact,  rattles  Dal- 
lasites:  higher  interest  rates.  Mari 
Acker,  an  administrative  secretary  at 
accounting  firm  Martin  W.  Cohen  & 
Co.,  says  that  she  and 
her  husband  have  been 
trying  to  save  enough 
money  to  buy  a  home  by 
the  end  of  the  year. 
However,  "if  interest 
rates  keep  going  up, 
we'll  have  to  reconsider 
and  wait  for  them  to 
come  back  down,"  Acker 
says. 

SMALL  TICKETS.  Higher 
rates,  indeed,  have  some 
consumers  rethinking 
purchases  of  big-ticket 
durables.  Purchases  of 
clothing,  home  furnish- 
ings, and  other,  more 
modest  goods,  though, 
may  be  on  the  rise.  Shel- 
ley Nunnery,  a  credit  specialist  at  Na- 
tionsBank Corp.,  is  using  credit  cards 
to  finance  the  redecoration  of  her 
home.  She  used  to  pay  interest  rates 
as  high  as  18%  to  19%  on  her  cards. 
"Now,"  she  says,  "I'm  getting  11%  to 
12%."  So  she's  planning  to  spend  a  lit- 
tle bit  more. 

But  don't  look  for  Nunnery  or  her 
neighbors  to  load  up  on  debt,  as  con- 
sumers did  in  the  '80s.  They  realize 
the  economic  pendulum  could  swing 
back  at  any  time.  Despite 
a  strong  economy  today, 
"You  could  be  out  of  a 
job  tomorrow,"  says  Traci 
Watson,  a  bank  clerk.  For 
now,  in  Texas  and  else- 
where, cautious  optimism 
is  the  rage. 

By  Stephanie  Anderson 
Forest  in  Dallas 
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DEALS  I 


WHY  SPRINT  COULD  AFFORD 
TO  HANG  UP  ON  EDS 


Its  alliance  with  French  and  German  companies  may  make  it  a  global  titan 


Sprint  Corp.  Chairman  William  T. 
Esrey  certainly  knows  the  value 
of  keeping  his  options  open.  On 
June  7,  just  a  day  after  the  nation's 
No.  '■'>  long-distance  phone  company  ad- 
mitted that  merger  talks  with  Electron- 
ic Data  Systems  Corp.  were  dead,  it  re- 
vealed that  it  was  close  to  inking  a  deal 
with  France  Telecom  and  Deutsche 
Bundespost  Telekom,  the  German  phone 
company.  The  goal?  To  build  a  world- 
wide telecommunications  giant  capable  of 
competing  with  globe-girding  rival  AT&T 
and  with  MCI  Communications  Corp., 
which  forged  an  alliance  last  year  with 
British  Telecommunications. 

In  the  end,  though,  doing  the  Euro- 
pean deal  alone  could  be  a  boon  for 
Sprint.  It  would  immediately  give  the 
company  a  big  boost  in  the  internation- 
al long-distance  market,  which  is  grow- 
ing by  15%  annually,  three  times  faster 
than  in  the  U.  S.  And  France  Telecom 
and  DBF  Telekom  are  expected  to  pour 
billions  in  hard  cash  into  Sprint.  Con- 
tends Howard  Anderson,  managing  di- 
rector of  Yankee  Group  Inc.:  "Esrey  had 
two  prom  dates,  and  he  picked  the  pret- 
tier one." 


Sprint  isn't  releasing  many  details  of 
the  pending  pact.  It  says  its  new  part- 
ners would  invest  in  Sprint  through  a 
new  class  of  stock  and  that  both  would 
get  seats  on  Sprint's  board  of  directors. 
While  the  partners  deny  that  a  price 
has  been  worked  out,  Oppenheimer  & 
Co.  telecom  analyst  Michael  Elling  pre- 
dicts the  Europeans  will  plunk  down  $3 
billion  to  $4  billion  for  up  to  20%  of 
Sprint— about  a  20%  premium  on  the 
company's  $18  billion  market  value. 
continental  calls.  That  offer  may  have 
killed  the  EDS  talks.  Both  sides  had 
billed  the  deal  "a  merger  of  equals."  But 
fearing  earnings  dilution,  Sprint  insisted 
that  its  shareholders  receive  1.3  shares 
of  stock  in  the  new  company  for  each 
Sprint  share— while  EDS  shareholders 
were  swapped  one-for-one.  EDS  refused 
to  go  for  that.  But  analysts  figure  Esrey 
felt  his  position  was  strengthened  by 
the  Europeans'  willingness  to  pay  high. 

Sprint  and  eds  could  yet  do  a  deal,  of 
course.  Sprint,  for  instance,  may  sign 
an  outsourcing  contract  under  which  EDS 
would  handle  its  billing  and  other  data- 
processing  operations— a  deal  Anderson 
believes  would  generate  $6.4  billion  in 


revenue  for  EDS  over  10  years.  EDSj 
turn,  could  turn  over  its  private 
communications  network  to  Sprin 
pact  that  could  be  worth  $3  billion. 

For  now,  though,  Esrey  will  be  t 
ing  his  considerable  energies  to  mal  ■ 
sure  his  deal  with  the  Europeans  clo 
The  former  Dillon,  Reed  &  Co.  inv 
ment  banker  has  a  penchant  for  plaj 
hardball  in  negotiations,  EDS  only  b< 
the  most  recent  example.  When  Sp 
bought  cellular-telephone  provider  CelL 
Corp.  in  March,  1993,  for  instance  LTirne-  M 
paid  only  $42  a  share,  even  though  sLpi.Th 
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lysts  valued  Centel  as  high  as  $65. 
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But  Esrey  may  need  this  deal  LrKl, 
badly  to  push  very  hard.  Sprint  is  L(j.out  i( 
ging  behind  MCI  and  AT&T  internatiol  }or  fs\ 
ly,  and  it  lacks  the  domestic  firepo*^! 
with  only  9%  of  the  U.S.  long-distaL f0Btjr 
market,  to  expand  without  partners, 
combining  with  the  Europeans,  Sp: 
can  expect  a  much  higher  number 
calls  from  Germany  and  France  to 
routed  onto  Sprint's  U.  S.  system.  M< ;( 
over,  the  companies  could  offer  one-s 
shopping  for  global  companies  look 
for  help  in  managing  their  far-flung 
vate  phone  networks.  Sources  close 
the  deal  predict  a  detailed  annour 
ment  by  mid-June. 

The  pact  would  put  Esrey  firmly 
the  road  to  transforming  Sprint  into 
international  powerhouse.  Just  goes 
show  the  value  of  having  plenty  of 
tions  to  choose  from. 
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By  Kevin  Kelly  in  Chicago  and  Wfo|eci 
■liner  in  Dallas,  with  Gail  Edmund  miv 
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DEAL  MANIA 
ON  THE 
INfOBAHN 

Of  14  recent  Information  High- 
way deals,  four  have  died  quick 
deaths.  Why  the  potholes?  Big 
technology  deals  are  always  hard 
to  pull  off.  Cable-industry  regula- 
tions also  have  made  cable 
rates— and  returns  on  investment- 
uncertain.  Plus,  cultural  conflicts 
have  caused  glitches:  TC/'s 
rough-and-fumble  ways  clashed 
with  the  staid  Bell  Atlantic  culture, 
for  example.  All  that  may  bode  ill 
for  the  six  ma/or  deals,  valued  at 
more  than  $28  billion,  that  are 
still  pending.  Here  is  how  major 
deals  have  fared: 


EE 


ELECTRONIC  DATA  SYSTEMS/SPRINT 

MERGER  CREATING  $20  BILLION  COMPANY 
May,  1994 

Talks  suspended  June  5  after 
a  dispute  over  how  to  value 
respective  operations. 


MICROSOFT/TIME  WARNER/ 
TELE-COMMUNICATIONS 

TECHNOLOGY  JOINT  VENTURE 
June,  1993 

This  effort  to  set  standards  for  the 
transmission  of  interactive  programs 
fell  apart  after  a  month  of  negotiations. 


OM/BK 


EDS  CEO 

Lester  M.  Alberthal,  Jr 


SOUTHWESTERN  BELL/ 
COX  ENTERPRISES 

$4.9  BILLION  JOINT  VENTURE 

December,  1993 

New  cable  regulations  caused 
Southwestern  Bell  to  pull  out. 


Pi 


-Ver 


Byrd 


BELL  ATLANTIC/ 
TELE-COMMUNICATIONS 

$21.4  BILLION  MERGER 
October,  1993 

Again,  parties  blamed  this  deal's  demise  on  uncer- 
tainties raised  by  new  cable  regulations  that  could 
hurt  profits  and  stunt  growth. 


SPRINT/FRANCE  TELECOM/ 
DEUTSCHE  TELEKOM 

INVESTMENT/JOINT  VENTURE 
June,  1994 

The  European  companies  plan  a  multibillioi 
investment  in  Sprint.  The  three  expect  to  joir 
market  telecom  services. 


COX  ENTERPRISES/TIMES  MIRR< 

$2.3  BILLION  ACQUISITION 
June,  1994 

Cox  plans  to  acquire  Times  Mirror's  cable-TLt 
operations  and  fold  them  into  a  new  compo1 


''l 
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IIS  TIME,  COX 
EELS  IN  A  BIG  FISH 


Times  Mirror  deal  may  signal  a  new  era  of  cable-TV  acquisitions 


eturning  to  his  Atlanta  home 
from  a  100-mile  Memorial  Day 
bike  ride,  James  Cox  Kennedy 
the  call  he  had  been  waiting  for 
1  Times  Mirror  Co.  Chairman  Robert 
Irburu.  The  good  news:  The  compa- 
Kennedy  heads,  Cox 
srprises  Inc.,  had  not 
and-out  lost  the  bid- 
r  for  Times  Mirror's 
e  operations.  But  rival 
ler  Continental  Cable- 
an  was  still  in  the 
:.  Erburu  put  it  blunt- 
'It's  a  dead  heat." 
lot  for  long.  By  June 
Kennedy  had  knocked 
tinental  out  of  the 
30ver  by  raising  the 
i  portion  of  his  bid  by 
million,  to  $1,364  bil- 
,  and  allowing  Times  Mirror  a  20% 
ie  in  the  new  Cox  Cable  Communica- 
is.  The  $2.3  billion  package  will  give 
:  control  of  a  joint  venture  that  will 
the  nation's  No.  3  cable  operator.  A 
ited  venture,  run  by  Times  Mirror, 
produce  programming, 
"he  consequences  of  the  deal  will  be 
reaching.  It  nearly  doubles  the  size  of 
:'s  cable  operation  and  returns  much 


of  the  company's  empire  to  public  own- 
ership. For  the  cable  industry,  it  may 
usher  in  more  of  the  megadeals  preva- 
lent before  regulatory  changes  seemed 
to  dampen  growth  prospects. 

The  biggest  shock  for  stately  Cox  will 
be  its  return  to  public 
ownership.  The  company's 
board  is  dominated  by  the 
daughters  of  Cox  founder 
James  M.  Cox,  an  erst- 
while Presidential  candi- 
date who  shared  the  1920 
ticket  with  a  young 
Franklin  Delano  Roose- 
velt. Barbara  Cox  Antho- 
ny and  Anne  Cox  Cham- 
bers have  little  appetite 
for  public  ownership  and 
took  the  company  private 
in  1985— after  first  consid- 
ering a  sale  of  everything  but  Cox's 
newspapers  to  General  Electric  Co.  Be- 
fore agreeing  to  the  Times  Mirror  deal, 
"we  had  to  think  twice  about  the  hassles 
of  being  a  public  company,"  Kennedy 
says.  But  the  other  publishing  family  in 
the  deal,  the  Chandlers  of  Los  Angeles, 
nixed  a  cash  buyout  because  of  its  tax 
consequences. 

The  question  now:  Did  Kennedy  pay 


too  dear?  Analysts  figure  he  anted  up  a 
punishing  11  times  estimated  1994  cash 
flow  for  the  Times  Mirror  properties. 
"What  they  basically  did  in  construct- 
ing this  bid  was  take  every  risk  they 
could,"  says  one  investment  banker. 
high  fiber.  Still,  the  deal  gives  Cox  con- 
siderable clout  in  the  fast-consolidating 
cable  industry.  According  to  consultant 
Paul  Kagan  Associates,  the  new  Cox  Ca- 
ble will  have  one  of  the  industry's  most 
efficient  systems,  with  more  than  50,500 
subscribers  in  each  of  its  39  systems, 
72%  of  them  in  the  top  50  ad  markets. 
Another  plus:  An  impressive  78%  of  its 
system  will  be  delivered  over  fiber-optic 
cable  by  yearend  1994.  And  the  venture 
has  the  potential  to  dominate  fast-grow- 
ing Sunbelt  markets  from  Phoenix  to 
Los  Angeles.  "These  are  the  best  prop- 
erties you're  ever  going  to  see  on  the 
market,"  says  New  York  cable  broker 
John  Waller. 

Kennedy,  however,  feels  his  work  is 
far  from  finished.  To  provide  program- 
ming, Cox  plans  to  spend  $100  million 
and  Times  Mirror  $200  million  over  five 
years  on  a  venture  that  will  offer  the 
new  Outdoor  Life  Channel  and  other 
services.  And  Kennedy  hopes  to  add  an- 
other 500,000  cable  customers  through 
acquisitions,  industry  sources  say.  He 
also  wants  to  ink  a  telephone-company 
alliance— though  some  outsiders  wonder 
why.  "They  have  the  capacity  and  the  fi- 
nancial wherewithal  to  go  it  alone,"  fig- 
ures Brian  M.  Deevy,  president  of  Dan- 
iels &  Associates  in  Denver.  Alone,  that 
is,  with  thousands  of  new  shareholders. 

By  David  Greising  in  Atlanta,  with 
Mark  Landler  in  New  York 


3M/BLOCKBUSTER 

LLION  ACQUISITION 
iry,  1994 

i's  eroding  share 
iak.es  its  planned 
se  unlikely. 

Blockbuster  CEO 
BELLSOUTH  H.  Wayne  Huizenga 

MILLION  INVESTMENT 

mber,  1993 

jth  anted  up  $  1.5  billion  for  QVC's 
'aramount  takeover.  It  now  seems 
/  to  exercise  an  option  for  a  $500 
investment  unless  QVC's  stock  rallies. 

/McCAW  CELLULAR 
MUNICATIONS 

ilLLiON  ACQUISITION 
st,  1993 

iolders  have  approved  AT&T's 
w  buyout,  but  a  federal  judge  has 

3 blocked  the  deal,  saying  it  may 
violate  the  antitrust  ruling  that 
broke  up  the  Bell  system. 


BRITISH  TELECOM/MCI 

$4.3  BILLION  INVESTMENT 
June,  1993 

British  Telecom  will  get  a 
20%  equity  stake  in  MCI 
Communications.  The 
companies  plan  to  form  a  joint- 
venture  company,  in  which 
MCI  will  have  a  25%  share,  to 
market  phone  services  around 
the  world.  Final  regulatory 
approval  is  expected  soon. 


NYNEX/VIACOM 

$1.2  BILLION  INVESTMENT 
October,  1993 

Nynex  bought 
preferred  stock 
in  Viacom  to  help 
in  its  battle  for 
Paramount. 


,Q':orr,  , 


MTV 


COMPLETED  -  


BELL  CANADA  ENTERPRISES/ 
JONES  INTERCABLE 

$400  MILLION  INVESTMENT 
June,  1994 

BCE  bought  30%  of  Jones;  it  can  buy  the  rest  of 
the  company  in  eight  years.  The  two  companies 
restructured  the  deal  in  March,  cutting  5%  from 
the  purchase  price. 


TIME  WARNER/ 
U  S  WEST 

$2.5  BILLION  INVESTMENT 
May,  1993 

U  S  West  got  25%  of  Time  Warner 
Entertainment,  which  includes  Time 
Warner's  film  studio,  cable  systems,  and 
Home  Box  Office. 

TIME  WARNER/TOSHIBA/ 
ITOCHU 

DUAL  $500  MILLION  INVESTMENTS 
October,  1991 

The  Japanese  companies  together  got 
1 2.5%  of  Time  Warner  Entertainment. 
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STRATEGIES  I 


SONYWOOD 
BABYLON 


Are  Columbia -Tri-Star's  prospects  as  bad  as  the  buzz? 


■  n  the  cynical  whisper- 

I  land  that  is  Hollywood, 
H  nothing  is  deadlier  than 
bad  buzz.  And  the  buzz 
swirling  around  Sony  Pic- 
tures Entertainment  Inc. 
just  now  is  very,  very  bad. 
The  gossip  mill  says  money 
from  parent  Sony  Corp.  is 
drying  up,  management  is 
lining  up  to  leave,  and  none 
of  the  current  execs  much 
want  the  responsibility  of 
approving  any  films  at  all. 

There's  increasing  evi- 
dence that  all  this  rumor- 
mongering isn't  merely  stan- 
dard Hollywood  backbiting. 
A  string  of  big-budget  flops 
such  as  Last  Action  Hero 
and  Gemnimo  last  year  sent 
Sony's  film  revenues  plung- 
ing 14.8%  in  1993.  Box-office 
share  for  Sony's  two  film 
units,  Columbia  Pictures 
and  Tri-Star  Pictures,  has 
dropped  by  nearly  half  this  year.  Worse 
yet,  film  production  for  the  coming  year 
has  slowed  to  a  trickle. 

None  of  this  must  thrill  Sony,  which 
dearly  needs  some  real  returns  on  the 
$3.4  billion  it  spent  to  buy  Columbia 
Pictures  in  1989,  especially  as  it  strug- 
gles to  trim  $12.9  billion  in  debt.  Sony 
had  big  plans  for  its  studio— especially,  it 
hoped,  as  the  Info  Superhighway  made 
the  films  and  TV  shows  it  produced  all 
the  more  valuable.  Indeed,  as  Super- 
highway frenzy  intensified,  Wall  Street 
insiders  say  that  Sony  shopped  the  com- 
pany for  months,  looking  for  cable  or 
telephone  companies  to  invest  as  much 
as  $3  billion  for  a  25%  stake.  It  also 
considered  spinning  off  a  piece  of  its 
combined  film  and  record  companies. 
EXTENDED  RUN?  Now  those  strategies 
look  hopelessly  optimistic.  A  leading  Wall 
Street  investment  banker  says  Sony 
would  be  lucky  to  get  $1.5  billion  for 
that  25%  interest  today,  given  the  stu- 
dio's lackluster  performance  and  cable 
companies'  reduced  appetite  for  Holly- 
wood acquisitions.  And,  after  the  stu- 
dio's woes  helped  cut  operating  earnings 
at  Sony's  entertainment  unit  by  58%  last 
year,  there  are  signs  that  the  parent's 
vaunted  patience  is  wearing  thin.  "If  last 


PETER  AND  THE  WOLF:  GUBER'S  FLICK 
WON'T  BE  A  SUMMER  BLOCKBUSTER 


year  is  just  a  one- 
year  dip,  the  fact 
that  Sony  can  be  pa- 
tient is  to  our  cred- 
it," says  Michael  P.  Schulhof,  president 
and  CEO  of  Sony  Corp.  of  America.  "But 
if  it  becomes  two  years,  then  Sony  will 
face  some  tough  decisions." 

For  now,  Schulhof  pledges  allegiance 
to  the  Sony  Pictures  team  led  by  Chair- 
man Peter  Guber,  who  last  year  signed 
a  new  five-year  contract.  And  the  studio 
clearly  has  some  likely  hits  in  the  mak- 
ing: On  June  10,  it  releases  the  Billy 
Crystal  film  City  Slickers  II;  a 

Illff 


SONY:  FAR  FROM  BOFFO 

BOX-OFFICE  SALES,  LESS  PRODUCTION  COSTS 

1993  AVERAGE  PER  FILM  MILLIONS 

UNIVERSAL  '.MIA 

PARAMOUNT  $11.3 

FOX...  .  *7.2 

WARNER  BROS.  ...*4.3 

DISNEY  S4.2 

SONY  COLUMBIA  AND  TRI-STAR  COMBINED  -  «0.8 


week  later,  Wolf,  which  stars  Jack  Ni( 
olson  as  a  meek  book  editor  turn 
werewolf.  Hollywood  insiders  expe 
both  to  be  moneymakers,  although  ri 
blockbusters.  The  rest  of  this  yea; 
schedule,  though,  is  far  more  uncertai 
Only  Mary  Shelley's  Frankenstein  is  cc 
sidered  a  certain  hit. 

This,  from  the  studio  that  gave  Am( 
ica  such  box  office  hits  as  Terminator 
In  the  Line  of  Fire,  and  Sleepless  in  Se 
tie?  Industry  executives  say  that  the  si 
dio's  management,  wracked  by  the  c 
partures  of  production  executives  such 
former  Tri-Star  chief  Mike  Medavoy  ai 
Columbia  production  head  Michael  IS 
thanson,  has  been  slow  in  developi: 
new  projects  and  giving  approval 
make  projects.  Unable  to  make  quick  c 
cisions,  Sony  watched  as  contract  din 
tors  looked  elsewhere:  Penny  Marsh 
directed  her  latest  film  for  the  Walt  D: 
ney  Co.,  while  James  Brooks  is  nej 
tiating  to  do  one  for  Miramax  Films. 
QUICK  SPLICES.  Sony  Pictures  executiw 
stressing  that  the  company  still  has 
strong  TV  production  unit  and  theatj 
chain,  say  privately  that  production 
back  on  track.  A  r 
vamped  studio  mal 
agement  has  sign< 
up  big-budget  pre 
ects  starring  Se* 
Connery,  Richai 
Gere,  and  Wesk 
Snipes.  A  high-tel 
remake  of  Godzilla 
also  planned.  I; 
next  year,  Sony 
two  studios  expe 
to  release  as  many  as  45  films— up  fro] 
about  25  this  year. 

But  holes  remain.  Terminator  2  mak 
Carolco  Pictures,  a  onetime  Sony  all 
has  taken  its  films  to  mgm,  while  Cast 
Rock,  which  produced  such  hits  as  Wht 
Harry  Met  Sally  and  In  the  Line  of  Fir 
restructured  its  relationship  with  Sor 
after  its  sale  last  year  to  Turner  Broa 
casting  System  Inc.  Now  Sony,  whk 
had  owned  44%  of  Castle  Rock  ar 
shared  in  all  its  revenues,  will  receh 
only  about  8%  of  the  box-office  take  f( 
distributing  films  through  1997. 

Even  with  the  reshuffled  deck,  Sor 
Lisa  Chief  Schulhof  says  his  compari 
remains  committed  to  its  film  unit  f< 
the  long  run.  "This  is  a  software  bus 
ness,  and  software  businesses  are  cycl 
cal,"  he  says.  "They  had  one  bad  year  a 
ter  three  [good  ones).  That's  still 
pretty  good  track  record."  Good  enoug 
for-  now.  One  more  off  year,  though,  ar 
the  guys  in  Tokyo  may  get  restless. 

By  Ronald  Grocer  in  Los  Angeles,  m 
Mark  Landler  in  New  York  and  Lart 
Holyoke  in  Tokyo 
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COPIERS,  FAX  MACHINES  AND  A 
GOOD  NIGHT'S  SLEEP. 

When  you  buy,  lease  or  rent  a  Savin  copier  or  fax  machine, 
you  can  rest  easy. 

Because  you'll  be  getting  a  lot  more  than  the  legendary 
quality  and  reliability  our  copiers  and  fax  machines  are  known  for. 

Our  experts  will  give  you  the  security  of  knowing  that  you're 
getting  all  the  copier  or  fax  machine  you  need.  And  put  you  at  ease 
with  state-of-the-art  machines  that  are  remarkably  easy  to  use. 

You'll  also  get  the  peace  of  mind  that  comes  with  having  the 
full  support  of  all  of  us  at  Savin. 

We  're  people  with  35  years  of  experience  at  understanding 
the  way  people  work.  And  what  it  takes  to  run  a  business.  A 
nationwide  network  of  professionals  who  make  it  our  business  to 
act  as  partners.  To  help  you  run  your  business  more  productively. 

So,  before  you  decide  on  another  copier  or  another  fax 
machine,  call  your  local  Savin  dealer  or  branch  office.  And  relax. 

Life  sh  ould  be  so  simple.   

savin 

1  994  Savin  Corporation 


SHAREHOLDER  ACTIVISM  I 


icks  to  its  turnaround 


CEO  ANTONINI:  POOR  EARNINGS  AND  A  PLUMMETING  SHARE  PRICE  RAISED  INVESTORS'  HACKLES 


You  would  think  Kmart  Corp. 
Chief  Executive  Joseph  E.  Anto- 
nini  would  be  scrambling  fever- 
ishly to  draft  a  new  strategic  plan.  On 
June  3,  after  all,  shareholders  rebuffed  a 
key  management-sponsored  restructuring 
proposal  in  one  of  the  most  astonishing 
investor  rebellions  in  corporate  history. 

But  no.  As  he  sits  on  the  edge  of  his 
chair  for  an  interview  at  Kmart's  head- 
quarters in  Troy,  Mich.,  Antonini  ap- 
pears nervous  and  almost  theatrically 
upbeat,  but  hardly  repentant.  He  is 
sticking  to  his  plan— the  one  rejected 
by  investors— to  sell  small  chunks  of  the 
No.  2  retailer's  specialty  stores.  "Maybe 
there  was  a  protest  and  maybe  there 
was  a  misunderstanding  of  that  parti- 
cular [proposal],"  he  says.  "There  are 
other  ways  to  do  [it)." 

That's  not  exactly  what  dissident 
shareholders  had  in  mind.  "We  wanted  to 
force  this  company  to  rethink  their  direc- 
tion," says  Jim  Severance,  portfolio  man- 
ager for  the  State  of  Wisconsin  Invest- 
ment Board,  which  led  the  opposition 
that  left  Antonini's  plan  23  million  votes 
shy  of  a  majority.  Severance  has  urged 
Kmart  to  dump  its  specialty  stores,  such 
as  OfficeMax  and  Builders  Square  Inc., 
and  focus  instead  on  the  slumping  core 
discount  business.  "Either  you  replace 
the  strategy  or  the  strategist,"  he  says. 

Indeed,  Antonini  faces  severe  pres- 
sure to  turn  Kmart  around— whether  he 
acknowledges  it  or  not.  Says  a  source 
close  to  Kmart's  board  of  directors:  "I 
hope  we  can  save  Joe,  but  it's  a  tough 
job  he's  got."  After  posting  record  sales 


and  profits  in  1992,  the  huge  retailer 
has  stumbled  badly.  Last  year,  Kmart 
lost  $.'528  million,  before  extraordinary 
items,  on  sales  of  $34  billion  (chart). 
Profits  declined  69%,  to  $18  million,  in 
this  year's  first  quarter.  The  poor  earn- 
ings have  put  in  jeopardy  a  crucial  $3.5 
billion  store-renovation  program. 
door-slammer.  All  that  and  a  plum- 
meting share  price  have  inspired  in- 
vestors' ire.  Wisconsin's  Investment 
Board  hired  a  proxy  solicitor  to  gather 
support,  and  other  prominent  investors, 
such  as  the  College  Retirement  Equities 
Fund,  publicly  joined  the  revolt.  On  the 
eve  of  the  annual  meeting,  nervous 
Kmart  officials  began  calling  big  share- 
holders, asking  them  to 
reverse  their  votes.  In 
the  end,  though,  108.6 
million  shares  were 
cast  against  the  man- 
agement, including 
many  of  the  19  million 
shares  held  by  employ- 
ees. Another  28%  of 
the  416  million  total 
didn't  vote  at  all.  "It 
was  worse  than  we 
predicted,"  concedes 
John  Wilcox,  chairman 
of  Georgeson  &  Co., 
Kmart's  proxy  solicitor. 

Will  the  vote  spark 
change?  One  source 
close  to  the  board 
termed  the  result  "a 
wake-up  call,"  and 
spoke  of  the  need  to  re- 
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A  KMART  REBOUND? 


•BEFORE  EXTRAORDINARY  ITEMS 


'90  '91 


DATA:  BLOOMBERG  FINANCIAL  MARKETS, 
ZACKS INVESTMENT  RESEARCH 

INVESTORS 
AREN'T  CONVINCED 


,5    CLOSING  STOCK  PRICE 


0 1 1 1 1 1 1 1 1 1 
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cruit  new  executives  from  t-n 
side  the  company.  Others  itfcf 
least  publicly,  appear  m  romp 
complacent:  The  vote  was  stjfl 
"a  communications  probk  H 
says  director  Donald  S.  1  rfj 
kins,  former  chairman  of  Je  pig 
Cos. 

It's  more  than  that, 
shareholders'  no  vote  shut] 
door  on  a  stock  sale  that  ccl 
have  raised  up  to  $900  milll 
As  a  result,  Kmart  couldl 
desperately  short  of  cashl 
late  this  year.  Antonini  pU 
to  spend  $1.3  billion  in  1994 
expand  and  spiff  up  dowdy  I 
stores.  If  he  proceeds,  figiJ 
Maureen  M.  McGrath,  an  I 
lyst  at  Smith  Barney  Shej 
son  Inc.,  this  year's  cash  fj 
will  be  $111  million  below  [ 
penses;  next  year,  she  sa 
the  crunch  "becomes  criticg 

Antonini  believes  he  can 
er  the  shortfall  by  increas 
sales  and  cutting  costs.  Kr 
recently  began  restocking 
shelves  in  its  2,400  discount  stores  afl 
hours.  In  test  stores,  that  hiked  safc" 
between  2%  and  3%.  Similar  chan» 
should  help  lift  profits  $600  million!; 
$800  million  over  the  next  24  months*, 
says. 

If  those  efforts  fall  short,  howe\f. 
Antonini  faces  several  bitter  optic*. 
Cutting  the  dividend  for  the  first  timm 
32  years  would  be  like  pouring  gasoB 
on  shareholders'  smoldering  discont* 
Borrowing  money  would  be  extremlf 
expensive,  given  the  company's  Bll- 
plus  credit  rating.  He  could  raise  $3  §■• 
lion  by  selling  Kmart's  specialty  stois 
outright,  figures  Michael  B.  Exstein.S 
analyst  with  Kidder,  Peabody  &  m 
However,  that  wot 
repudiate  a  decade-lm 
diversification  strateE 

Kmart  directors  \ 
chew  over  the  opti< 
when  they  next  m 
on  June  21.  As  tl 
mull  a  decisive  chai 
of  course,  they  wo 
be  wise  to  keep  an  ( 
on  Wal-Mart  and  T 
get,  which  are  pois 
to  overrun  Kmart's 
maining  strongholds 
Kmart  continues 
flounder,  there'll  be  1 
and  less  for  sharehc 
ers  to  fight  over. 

By  David  Woodr 
in  Troy,  Mich.,  a 
Judith  It.  Dobrzynskq 
Mew  York 
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The  Future 
Belongs 
To  Those  Who 

Earn  It. 


Take  a  glimpse  at  the  future  of  the  investment 
business.  Where  client  needs  are  always  placed 
first.  Where  non-traditional  thinking  is  encour- 
aged and  prized.  Where  over  four  million  investors, 
individual  and  institutional  alike,  can  profit  from  a 
dedication  to  understanding  their  financial  needs  and 
creatively  developing  the  means  to 
help  them  achieve  their  goals. 

The  Pursuit  Of  Client  Value 

Where  relationships  between 
investment  banking,  trading, 
research  and  brokerage  are  forging 
a  remarkable  integration  of  capabil- 
ities. All  in  the  pursuit  of  value  for 
our  clients  Take  a  glimpse  at  the 
future  of  the  investment  business: 
todays  Smith  Barney. 

Already  the  momentum  generated  by  last  summers 
union  with  Shearson  has  yielded  dramatic  results.  In 
less  than  a  year,  our  assets  under  management  have 
soared  from  $16  billion  to  $77  billion,  and  total  client 
assets  now  exceed  $330  billion. 

Attracting  The  Best  And  The  Brightest 

We  have  long  put  a  premium  on  hiring  and  retain- 
ing the  most  talented  people.  And  today,  our  vision 
continues  to  attract  some  of  the  most  innovative 
financial  minds.  They  include  125  new  Investment 
Banking  specialists  and  almost  300  new  Capital 
Markets  professionals. 


Todays 
Smith 
Barney 


They  join  an  organization  that  marshals  a  research 
force  over  100  analysts  strong.  And  upwards  of 
11,000  Financial  Consultants,  200  more  than  when 
we  came  together  less  than  one  year  ago. 

Years  Of  Experience,  Rigorous  Training 

Many  of  our  Financial  Consultants  have  years  of 
experience  as  members  of  our  prede- 
cessor firms.  Many  others  are  graduates 
of  one  of  the  industry's  most  rigorous 
training  programs. 

These  professionals  have  dedicated 
themselves  to  serving  our  clients  based 
upon  our  beliefs  of  integrity  and  hard 
work.  A  commitment  underscored  by 
the  fact  that  more  than  two-thirds  of 
our  30,000  employees  share  a  stake  in 
their  enterprise  through  ownership  of 
stock  in  our  parent  company,  The  Travelers  Inc. 

A  Work  Ethic  That  Raises  The  Bar 

To  our  way  of  thinking,  the  future  of  the  investment 
business  builds  on  the  very  work  ethic  that  has 
brought  Smith  Barney  to  this  exciting  juncture.  It 
means  starting  earlier.  Thinking  smarter.  Acting  faster. 

It  means  raising  the  bar  of  service  expectations  to 
help  our  clients  prosper. 

And  so  a  powerful  idea  is  taking  hold  in  the  finan- 
cial community:  the  belief  that  one  investment  firm 
will  set  the  pace  for  the  future. 

Not  surprisingly,  its  name  is  Smith  Barney. 


Smith  Barney 

We  make  money  the  old-fashioned  way.  We  earn  it. 


©1994  Smith  Barney  Inc  Member  SIPC 


STEEL  I 


DOWN  AND  DIRTY 
IN  THE  STEEL  BELT 


National,  in  a  Darwinian  struggle  with  USX,  blatantly  raids  its  rival 


Thomas  J.  Usher,  president  of  U.  S. 
Steel,  was  talking  to  his  secretary 
on  the  afternoon  of  May  31  when 
the  first  fax  arrived.  It  relayed  a  one- 
line  resignation  from  V.  John  Goodwin, 
manager  of  the  company's  most  impor- 
tant plant,  U.S.  Steel's  Gary  (Ind.) 
works.  Stunned,  Usher  asked  his  secre- 
tary to  get  him  the  No.  2  at  Gary,  David 
L.  Peterson.  But  while  she  was  hunt- 
ing for  him,  a  second  fax  arrived— with 
Peterson's  resignation.  On  it  went,  with 


and  their  request  for  a  preliminary  in- 
junction against  National  was  denied. 
Goodwin  and  team,  meanwhile,  quickly 
took  charge  of  the  ailing  No.  4  integrat- 
ed-steel  company. 

More  raids  could  be  coming,  as  the 
steel  industry  moves  into  a  new,  down- 
and-dirty  era.  Competitors  have  already 
lured  away  key  plant  managers  from 
ultra-efficient  minimill  operator  Nucor 
Corp.  Now,  PaineWebber  Inc.  analyst 
Peter  F.  Marcus  foresees  a  "death  spiral" 


STEEL  WAR 


NATIONAL'S  LOSSES 
HAVE  EASED... 


A  MILLIONS  OF  DOLLARS 


...BUT  ITS  COSTS 
ARE  STILL  HIGH 

1  n 


ii 
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Nos.  3  and  4.  By  the  next  day,  a  fight- 
ing-mad Usher  had  seen  the  entire  five- 
man  leadership  at  Gary— plus  a  sixth 
recently  retired  manager— defect  to  Jap- 
anese-owned National  Steel  Corp. 

U.  S.  Steel  Group,  a  division  of  USX 
Corp.,  promptly  sued  National  Steel,  its 
Japanese  owner  NKK  Corp.,  and  the  de- 
fecting managers— accusing  them  of  "an 
insidious  raid"  designed  to  "cripple"  the 
nation's  No.  1  steelmaker  and  steal  its 
trade  secrets.  But  at  hearings  on  June  6 
and  7  at  Indiana's  Lake  County  Court- 
house in  Hammond,  Usher  and  his  law- 
yers vented  more  steam  than  evidence, 


for  high-cost  producers  such  as  Nation- 
al—unless they  improve  fast.  In  this  cli- 
mate, Pittsburgh's  genteel  tradition  of 
refraining  from  raiding  rivals  is  kaput. 
"We  have  a  one-word  vision,  and  it's 
called  survival,"  says  Goodwin,  who  on 
June  1  replaced  Ronald  H.  Doerr  as  Na- 
tional's president. 

Survival  was  certainly  the  concern 
for  NKK's  owners  in  Toyko.  Since  buying 
control  of  National  in  1984,  they  have 
plowed  $2  billion  worth  of  new  equip- 
ment into  the  $2.4  billion  company, 
signed  a  trend-setting  labor-management 
pact,  and  waited  for  a  turnaround.  It 


hasn't  come.  Instead,  despite  last  ye| 
recovery  in  steel,  National  slid  flirt 
into  the  red  (chart).  Productivity  phi 
meted.  And  as  Japan's  recession  rj 
aged  NKK's  home  market,  pushing 
company  to  a  pretax  loss  of  $736  mil 
for  the  year  ended  in  March,  NKK's 
tienee  wore  thin.  In  February,  Toll 
told  the  president  of  NKK  America  I 
Yoshitaka  Fujitani,  to  start  head-hunti 
Goodwin  was  a  logical  target.  The 
gar-chomping  50-year-old  had  come 
the  Gary  works  in  1987  following  a 
ter  lockout  and  had  quickly  smootl 
labor  relations,  turning  a  disaster  c 
mill  into  one  of  the  world's  best.  G 
now  produces  6.6  million  tons  annua 
more  than  half  of  U.  S.  Steel's  total 
has  won  top  quality  awards  from  ' 
troit  and  boasts  productivity  of  only 
man-hours  per  ton— 30%  better  tl 
both  the  U.  S.  and  Japanese  avera° 
Despite  this  success,  the  Japan 
knew  that  Goodwin,  who  had  mis 
a  promotion  to  Pittsburgh, 
growing  antsy.  "We  had  a  hint  t 
he  was  looking  for  a  job,"  says  N 
York-based  Fujitani. 
house  of  usher.  In  late  Februa 
Goodwin  flew  to  Washington  fo 
secret  meeting  with  Fujitani 
Donald  F.  Barnett,  a  Virginia  st 
consultant.  Later,  in  March,  he  r 
in  Chicago  with  two  of  Nation 
five  Japanese  board  members:  K 
ichiro  Sekino  and  the  chairman,  C 
mu  Sawaragi.  They  spoke  throi 
an  interpreter,  discussing  Nation, 
woes.  It  was  at  another  Chicj 
meeting  on  Kentucky  Derby  d 
May  7,  Goodwin  recalls,  that 
asked  them  if  they  would  be  int 
ested  in  the  rest  of  his  team.  IT 
said  yes.  Despite  widespread  anj 
in  Silicon  Valley  over  Japan< 
hires,  Fujitani  maintains  that  1 
raid  was  business  as  usual, 
hopping  is  prevalent  in  the  Unii 
States,"  he  says. 

On  May  31,  Goodwin  was  driv 
back  from  Chicago  to  Gary  when 
heard  on  his  car  phone  that  his 


tire  team  had  jumped.  He  knew  Usl 
would  be  livid.  Later  that  night,  Go 
win  offered  to  help  with  the  transiti 
but,  he  says,  "we  both  decided  that 
would  be  better  for  me  to  clean  my  d<0' 
and  hit  the  road." 

What  now?  Goodwin  says  he  plansL 
study  National  before  he  annoum 
changes.  But  he  knows  time  is  she 
National's  Tokyo-controlled  U.  S.  boarc 
both  impatient  and  bold.  That's  a  volai 
mixture— as  he  and  Tom  Usher  ha 
just  discovered. 

By  Stephen  Baker  in  Pittsburgh,  w 
Nancy  Pieters  in  Hammond,  Ind. 


tin  just , 


King. 
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MANAGING 
PARTNER 

Managing  your  company's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
lan  just  cutting  costs.  That's  why  we  work  with  you  -  finding  ways  to  simplify  expense  payment  and  pra- 
ising. Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
)u  and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
)ur  T  &  E  management  runs  smoothly,  your  company  runs  more  effectively, 
nd  isn't  that  what  good  management  is  all  about? 

The  American  Express®  Corporate  Card. 
It's  all  business. 


6034  I 


exrbess  Management 
-  Services  ^ 


i     ..tiT  B  C»*L'sU 


1993  American  Express  Travel  Related  Services  Company,  Inc. 


THE  GRAY 
AND  THE  BLUE 


Seniors  are  fuming  that  they  were 
misled  by  banks'  brokerage  units 


Three  years  ago,  Muriel  B.  Cottrell 
came  to  Puget  Sound  Bank  with 
a  portfolio  of  nearly  $100,000  in 
blue-chip  stocks.  On  the  advice  of  a 
salesman  with  the  bank's  brokerage  op- 
eration, the  74-year-old  widow  sold  the 
stocks  and  invested  the  proceeds  in  a 
U.  S.  government-securities  mutual  fund. 
But  Cottrell  says  she  was  misled  about 
how  much  her  income  from  the  fund 
would  fluctuate— and  about  how  much 
she'd  owe  in  fees  and  taxes. 

Now,  Cottrell  is  fighting  back.  In 
March,  she  filed  a  complaint  with  the 
National  Association  of  Securities  Deal- 
ers against  the  brokerage,  hoping  to  re 
coup  about  $21,000— the  taxes  and  fees 
she  paid  plus  interest.  "I  was  just  as 
green  as  grass,"  she  says. 

KeyCorp,  which  last  year  bought 
Puget  Sound  Bank,  declines  to  comment 
on  the  case.  But  the  banking  industry 
clearly  is  worried  by  such  complaints. 
Assets  of  proprietary  bank  mutual  funds 
have  exploded,  reaching  $218  billion  this 
year  (chart).  Now,  the  other  shoe  is 
dropping— in  the  form  of  disgruntled  in- 
vestors who  say  they  never  understood 
the  risks  involved.  The  Comptroller  of 
the  Currency  reports  about  40  com- 
plaints so  far  this  year,  up  from  14  for 
all  of  last  year.  And  in  the  wake  of  this 
spring's  market  correction,  securities 
regulators  in  such  states  as  Texas  and 
Florida  say  they  are  starting  to  hear 
from  bank  customers  who  insist  they 
didn't  realize  that  their  funds  could  go 
down. 

SHORTER  LEASH?  If  more  widows  such 
as  Cottrell  complain  that  their  life  sav- 
ings have  been  jeopardized,  banking  of- 
ficials fear,  Washington  could  act  to 
tighten  restrictions  on  bank  investment 
activities.  "With  a  stroke  of  the  pen, 
legislators  could  wipe  out  the  ability  of 
banks  to  compete,"  frets  John  P.  Mas- 
triani,  head  of  KeyCorp's  brokerage 
operations. 

Commercial  banks  have 
charged    into  investment 
products  in  the  past  decade.  One 
result:  Today,  almost  3,000  of  the 
nation's  11,000  banks  are  marketing 
mutual  funds,  either  their  own  or 
those  of  an  outside  company.  Critics 
charge  that  the  expansion  has  been  too 


aggressive.  Many  bank  customers  have 
switched  funds  from  certificates  of  de- 
posit or  other  insured  vehicles  into  in- 
vestments they  didn't  realize  could  lose 
money.  After  all,  such  transactions  occur 
in  institutions  backed  by  the  federal 
government.  Colorado  Securities  Com- 
missioner Philip  A.  Feigin  says  many 
customers  are  elderly,  with  little  expe- 
rience in  market  investments.  "How 
could  there  not  be  complaints?"  he  asks. 

In  some  cases,  banks  are  trying  to 
resolve  problems  early— and  keep  them 
quiet.  One  retiree  from  a  small  town  in 
Maine,  who  asked  not  to  be  identified, 
says  his  local  bank  paid  him  the  $4,000 
plus  interest  he  lost  on  a  stock-and-bond 
fund  last  year  after  he  complained  he 
hadn't  been  told  of  the  investment's  risk. 

But  some  squabbles  are  going  pub- 
lic. In  April,  R.  C.  Hilton,  a  Tampa  real- 
tor, ran  ads  in  the  Tampa  Tribune  and 
St.  Petersburg  Times  seeking  others  who 
have  had  problems  with  investments  at 
Barnett  Banks.  Hilton  had  filed  a  com- 
plaint in  December  with  Florida  regula- 
tors contending  that  a  Barnett  employee 
persuaded  him  to  transfer  $50.00(1  in  in- 
sured funds  into  a  mutual  fund  without 
explaining  that  he  could  lose  his  princi- 
pal. In  a  letter  to  the  agency,  which 
found  no  cause  for  action,  Hilton  says  he 


lost  nearly  $3,400.  Hilton  won't  say  if 
plans  to  sue. 

Barnett  officials  won't  comment 
Hilton's  situation.  But  Barnett's  cl 
retail-banking  exec,  Tom  Johnson, 
mits  that  some  consumers  are  confu 
In  response,  Barnett  now  employs  "m 
tery  shoppers"  to  ensure  that  brok 
adhere  to  disclosure  requirements.  " 
not  good  for  us  to  have  an  unhappy  c 
tomer,"  he  says. 

UNDERCOVER.  Among  other  things, 
happy  patrons  attract  political  scruti 
The  Federal  Deposit  Insurance  Co 
plans  to  send  undercover  customers  i 
banks  to  determine  if  they  are  giving 
vestors  adequate  information.  Securit 
&  Exchange  Commission  officials  : 
they,  too,  are  taking  a  closer  look 
banks'  sales  practices.  And  bankers  ; 
particularly  nervous  about  a  bill  int  £tl 
duced  in  October  by  House  Bank  £ 
Chairman  Henry  B.  Gonzalez  (D-Te  fl 
that  would  bar  the  use  of  a  bank's  na 
and  logo  on  most  mutual-fund  offerin 

Bankers  argue  that  the  industry  1  f 
addressed  many  of  the  critics'  concer  fle 
Wells  Fargo  &  Co.  has  placed  sig 
showing  the  FDIC  logo  with  a  red  si; 
through  it  on  desks  where  uninsur 
investment  products  are  sold.  T 
month,  KeyCorp  will  begin  trainin 
30,000  bank  employees  to  educate  c 
tomers  on  the  risks  of  uninsured  pn 
ucts.  And  many  banks  have  already  s 
arated  investment-product  sales  fr 
the  bank  lobby  by  glass  walls. 

Bankers  are  hoping  such  moves  v 
head  off  a  possible  groundsw 
of    resentment    from  c< 
sumers— as  well  as  the  grc 
ing  agitation  in  Washington.  1 
too  late  to  stop  Muriel  Cottr( 
though.  She'll  keep  on  fighting. 

By  Amy  Barrett  in  Washington 
Gail  DeGeorge  in  Miami 
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;  Give  me  power  and  versatility. . . 
I         and  watch  out." 


"  ! 


"1  operate  a  small  business. . .  but  I 
compete  with  big  business.  So  my  phone 
system  has  to  be  big  time,  too." 

It's  hard  to  be  competitive 
when  your  phone  system  isn't.  So 
NEC  developed  a  new  PBX,  the 
NEAX®2000  IVS,  to  put  the  power 
and  versatility  of  big  phone  systems 
into  the  hands  of  small  businesses. 
It's  fast,  reliable  and  filled  with 
capabilities  to  enhance  incoming 
caller  service,  increase  employee  pro- 
ductivity, and  improve  efficiency. 
Because  increased  caller  activity 
should  translate  into  more  business, 
not  more  business  challenges. 

And  with  application  features  that 
allow  integration  with  your  computer 
network  and  other  information  sys- 
tems, the  NEAX2000  IVS  is  as 
versatile  as  it  is  powerful. 

If  a  phone  system  that  allows  you 
to  do  so  much  sounds  too  good  to  be 
true,  remember,  it's  from  NEC,  a 
leader  in  communications  technology 
for  over  90  years.  And  when  you've 
got  that  kind  of  expertise  on  your 
side,  your  competitors  had  better 
watch  out. 

For  more  information  on  how  the 

NEC i^E^aooo  ivs  jj^jjjj^ 


EC  America,  Inc. 


HEADLINER 


IS 


PAINEWEBBER 
ANTES  UP 


■  nvestors  in  PaineWebber's 
I  Short-Term  U.S.  Govern- 
ment Income  Fund  spent 
much  of  this  year  watching 
their  fund  sink  almost  6%.  But 
as  of  June  7,  the  fund's  shell- 
shocked,  conservative  inves- 
tors can  rest  a  bit  easier: 
PaineWebber  says  it  expects 
to  inject  $33  million  into  the  $1 
billion  bond  fund  to  offset  big 
losses  from  volatile  mortgage- 
derivative  securities.  It  will 
also  pay  about  $50  million  to 
buy  the  remaining  mortgage- 
derivative  securities  from  the 
fund,  which  is  managed  by  a 
subsidiary.  The  brokerage's  re- 
markable actions  come  as  part 
of  an  agreement  in  principle 


CLOSING  BELL 


Sarajee 


STOCK  PRICE 


JUNE  14, '93 


JUNE  7, '94 


LIVING  ON  CAKE 

When  Sara  Lee  announced  a 
long-awaited  restructuring  on 
June  6,  its  beleaguered  stock 
barely  budged.  Analysts 
cheered  the  8,500  job  cuts  but 
pointed  out  that  it  may  be  years 
before  the  benefits  flow  to  the 
bottom  line.  Meantime,  fashion 
trends  are  working  against 
sheer  hosiery  such  as  Sara  Lee's 
L'eggs.  And  fleece  sweats  have 
become  a  commodity  business, 
a  blow  to  its  Hanes  brand. 
Chairman  John  Bryan  is  curbing 
acquisitions  to  focus  on  beefing 
up  returns,  and  some  analysts 
hope  he'll  divest  one  of  the  com- 
pany's surging  food  operations. 
For  now,  though,  cheesecakes 
and  sausages  pay  the  bills. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


to  settle  class-action  litigation 
brought  on  behalf  of  fund  in- 
vestors. PaineWebber  also  re- 
moved the  fund's  manager 
pending  a  review. 


WILL  THE  UNITED 
BUYOUT  STILL  FLY? 


For  John  Neff,  United  Air- 
lines' second-largest  share- 
holder, it  was  the  final  2%  that 
broke  the  camel's  back.  Neff, 
the  manager  of  Van- 
guard/Windsor Fund,  says  he 
will  vote  his  9.7%  stake 
against  the  rejiggered  $4.1  bil- 
lion buyout  of  United.  Origi- 
nally, that  deal  called  for  em- 
ployees to  get  a  53%  equity 
stake  in  return  for  $5  billion  in 
wage  and  benefit  concessions. 
But  last  month,  UAL  sweet- 
ened the  deal,  raising  employ- 
ee ownership  to  55%.  Neff 
says  the  move  "ruined  my  va- 
cation." He  won't  be  able,  act- 
ing by  himself,  to  defeat  the 
deal,  which  is  likely  to  be  sub- 
mitted to  a  shareholder  vote 
in  July.  Alliance  Capital  Man- 
agement, now  UAL's  largest 
holder  with  12%,  still  supports 
the  buyout,  sources  say. 


LETTING  THE  AIR 
OUT  OF  AIR  TRAVEL 


■  t's  a  revelation:  Get  rid  of 
I  frequent-flier  miles,  negoti- 
ate agency  fees— and  business 
air  travel  just  might  get 
cheaper.  Business  Travel  Con- 
tractors, a  suburban  Philadel- 
phia consultant,  is  floating  a 
plan  that  proposes  just  that. 
And  some  big  companies  are 
taking  it  seriously.  BTC,  found- 
ed by  former  CIGNA  travel 
managers,  wants  to  broker 
contracts  between  airlines  and 
companies  that  would  cut 
fares  by  stripping  out  mar- 
keting expenses.  Fifteen  em- 
ployers, among  them  Bell  At- 
lantic and  Merck,  are  funding 
the  firm's  efforts.  Some  in- 
dustry officials,  though,  say 
the  plan  could  be  a  long  time 
off.  It  requires  an  antitrust 
0.  K.  from  the  Justice  Dept. 
and  will  need  the  support  of 
airlines  and  travel  agencies. 


SAATCHI  SACKINGS 


Five  months  after  Bill  Muir- 
head  took  over  the  trou- 
bled North  American  opera- 
tions of  Saatchi  &  Saatchi, 
heads  are  beginning  to  roll. 
On  June  2,  Muirhead  dis- 
missed Harvey  Hoffen 
berg,  creative  chief 
of  the  British  ad 
vertising  agen- 
cy's New  York 
office.  Another 


senior  execu- 
tive, Richard 
Pounder,  quickly 
resigned. 

With  Hoffenberg 
gone,  say  agency  insid 
ers,  Muirhead  can  get  on  with 
overhauling  a  shop  that  has 
suffered  from  a  dearth  of  new 
business  and  a  lackluster  crea- 
tive reputation.  He  has  orga- 
nized a  task  force  that  will 
conduct  a  top-to-bottom  study 
of  the  agency.  And  he  has  ap- 


pointed Stanley  Becker,  I  4 
popular  Saatchi  veteran  ■ 
currently  oversees  its  Tot 
Motor  account,  to  restoreB 
rale  in  New  York  and  leadH 
search  for  a  replacement 
Hoffenberg. 

One  thing 
the  Austra' 
born  Muirhl 
has  not  d 
however,  i 
force  Europ 
born  man 
ment  on  SI 
chi's 
executives.  Altfo 
he  used  to  run  Saa 
European  operations  and 
said  he  would  like  the  II 
York  office  to  function  n» 
like  its  London  sister,  Ml 
head  is  relying  so  far  on  hql 
grown  talent— such  as  Bfl 
er— to  implement  his  chanjT 
By  Mark  Larf 


WEILL  AND  ZARB 
PART  COMPANY 


Sandy  Weill  has  lost  a  top 
lieutenant:  Frank  Zarb, 
vice-chairman  of  Weill's  Trav- 
elers, said  on  June  7  that  he 
would  become  chairman  of  in- 
surance broker  Alexander  & 
Alexander  Services.  Zarb, 
who  says  Weill  "is  still  my 
best  friend,"  wants  results 
fast.  That  won't  be  easy:  A&A 
is  struggling.  It  lost  $4.4  mil- 
lion in  the  first  quarter.  It's 
out  of  compliance  with  a  long- 
term  credit  line  and  faces 
steep  litigation  costs  and  high 
overhead.  The  good  news:  It 
won  a  $200  million  cash  infu- 
sion from  American  Interna- 
tional Group,  which  bought 
21%  of  A&A's  nonvoting  stock. 


INTEL  AND  HP 
CHIP  IN  ON  DESIGN 


Just  as  IBM's  PowerPC'  chip 
starts  to  threaten  Intel's 
death  grip  on  the  microproces- 


sor business,  Intel  has  stif 
back  in  a  big  way.  On  Ju~ 
the  maker  of  chips  that 
most  personal  computers 
it  would  work  with  Hew 
Packard  in  designing  a 
generation  of  silicon  br 
The  two  plan  to  merge  t 
chips  into  a  design  that 
run  everything  from  PC 
large  computers.  They  say 
chips  will  outrun  rivals' 
still  work  with  software 
ten  for  both  HP's  speedy 
chips  and  Intel's  Pentium, 
chips  won't  be  out  unti 
least  decade's  end. 


ET  CETERA... 

►  Seymour  Cray  may  run 
of  cash  by  mid-June.  He 
hasn't  sold  a  computer. 

►  Japan's  NHK  television 
work  will  switch  to  U 
made  high-definition  syst 

►  Construction  comeback: 
erpillar  doubled  its  divi 
and  will  split  its  stock. 

►  A  Miami  federal  court 
quitted  W.  Christopher 
ry  of  failed  S&L  CenTrust 
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INTERNATIONAL 
EXPERTS  

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
THAN  T.  ROWE  PRICE.  Overseas  investing  can  increase  returns  while  diversifying  port- 
folios. T.  Rowe  Price,  a  pioneer  in  foreign  investing,  helps  you  take  advantage  of  these 
benefits.  We  offer  nine  no-load  interna- 


tional funds,  including  the  International 
Stock  Fund — one  of  the  oldest  and 
largest  international  funds  available. 

Experience  and  expertise.  More 

than  a  decade  ago,  we  teamed  with 
Britain's  century-old  Robert  Fleming 
Holdings,  Ltd.,  to  form  Rowe  Price- 
Fleming,  adviser  to  our  international 
funds.  As  America's  largest  manager 
of  no-load  international  mutual  fund 
assets,  with  access  to  on-site  research 
analysts  worldwide,  Rowe  Price-Fleming 
has  the  extensive  resources  needed  to 
find  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  interna- 
tional investing  reports  discuss  factors 
you  should  consider  when  investing 
overseas,  including  currency  fluctu- 
ations, the  volatility  of  emerging 
markets,  and  limited  geographic  focus. 
Along  with  the  prospectus,  these  reports 
can  help  you  choose  the  fund(s)  best 
suited  to  meet  your  investment  goals. 
$2,500  minimum  per  fund  ($1,000  for 
IRAs).  100%  no  load. 


NINE  NO-LOAD  OPPORTUNITIES 


Objective: 


Fund: 


Investment  Focus: 


Growth 


International 
Stock 


Large  companies 
outside  the  U.S. 


European 
Stock 


European  companies 


Japan 


Japanese  companies 


Aggressive 
Growth 


International 
Discovery 


Small,  fast-growing 
foreign  companies  in 
developed  and  select 
emerging  markets 


New  Asia 


Companies  in  Asia  and 
the  Pacific  Basin, 
outside  Japan 


Latin  America 


Companies  in  Central 
and  South  America 


Inn  ime 


Short-Term 

Global 

Income 


High-quality  short- 
term  bonds  and  money 
market  instruments, 
both  foreign  and  U.S. 


Global 

Government 

Bond 


High-quality  foreign 
and  U.  S.  Government 
Ik  >nds 


Aggressive 
Income 


International 
Bond 


High-quality  foreign 
corporate  and 
government  bonds 


VH 


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-6139 


Invest  With  Confidence 

T.RoweRice 


em, 


Investment  return  and  principal  value  will  vary  anil  shares  may  he  worth  more  or  less  at  redemption  than  at  original  purchase.  There  is  no  guarantee  that  the  Funds  will  achieve  tl 
objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send  mo 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 


EDITED  BY  OWEN  ULLMANN 


HE  CLINTONITES'  NEW  QUAGMIRE: 
UBSIDIES  FOR  HIGH  TECH 


n  contrast  to  the  Administration's  foreign  and  domestic  pol- 
icy stumbles,  President  Clinton's  technology  policy  is  a 
hit  with  most  business  leaders.  The  White  House  has  im- 
ssed  them  with  an  ambitious  set  of  research  and  develop- 
lt  subsidies  aimed  at  boosting  industrial  competitiveness, 
iatives  range  from  developing  superefficient  clean-burning 
i  to  jump-starting  the  U.  S.  flat-panel  industry,  and  more  is 
;he  way.  The  Administration  wants  to  spur  innovation  in 
hidebound  construction  industry  and  aid 
elopment  of  "green"  technologies. 
!ut  now,  even  this  bright  light  could  flicker 
luse  of  a  tough  dilemma:  How  to  ensure 
;  subsidies  benefit  Americans,  not  their 
i  economic  rivals,  Europe  and  Japan.  For 
tnple,  should  Uncle  Sam  help  U.  S. -based 
panies  develop  products  that  might  be  man- 
tured  overseas?  And  does  it  make  sense  to 
port  R&D  of  foreign  companies  with  U.  S. 
its?  "It's  a  burning  issue  that  comes  up  in 
m  one  of  our  technology  programs,"  says  a 
te  House  science  official.  A  bad  decision 
d  lose  Clinton  his  high-tech  supporters- 
cost  business  the  global  markets  the  policy 
apposed  to  snare. 

rreaching?  The  issue  is  coming  to  a  head, 
1  Congress  the  battleground.  The  House 
Senate  have  passed  different  versions  of 


DINGELL:  WON'T  BACK  OFF 


National  Competitiveness  Act,  which  authorizes  $L9  billion 
technology  support,  including  a  doubling  for  the  Com- 
ce  Dept.'s  Advanced  Technology  Program,  to  $400  million, 
bills  differ  in  how  they  protect  U.  S.  interests.  The  Senate 
Vm  requires  that  the  "principal  economic  benefits  accrue  to 
U.  S."  But  a  more  restrictive  House  measure,  promoted  by 
rgy  &  Commerce  Committee  Chairman  John  D.  Dingell 
ilich.),  demands  that  most  products  developed  with  feder- 
id  be  produced  in  the  U.  S. 

xecutives  complain  that  the  House  version  is  rigid  and 


overreaches  by  using  high-tech  handouts  to  correct  trade 
abuses:  One  provision  bars  U.  S.  subsidiaries  of  foreign  compa- 
nies from  Uncle  Sam's  largesse  if  the  parent  countries  have 
closed  procedures  for  setting  technical  standards,  a  common 
ploy  to  favor  native  manufacturers.  Not  only  would  that  cost 
the  U.  S.  jobs,  fumes  IBM  policy  spokesman  Mark  Holcomb, 
"but  we  run  the  risk  of  retaliation."  Holcomb  fears  companies 
would  lose  more  from  being  kicked  out  of  European  technolo- 
gy subsidy  programs  than  they'd  gain  from 
participating  in  Clinton's  projects. 

Indeed,  the  Dingell-backed  amendment  could 
sour  much  of  U.  S.  industry  on  its  high-tech 
venture  with  government.  "If  it  stays  in,  we 
will  oppose  the  whole  bill,"  warns  William  G. 
Morin,  tech-policy  chief  of  the  National  Associ- 
ation of  Manufacturers. 

Not  surprisingly,  the  Administration  wants 
Dingell  to  back  off.  But  Clinton  dares  not  push 
too  hard  for  fear  of  losing  the  powerful  chair- 
man's support  for  health-care  reform.  And  so 
far,  Dingell  vows  to  stand  firm.  He  has  been  on 
the  warpath  ever  since  the  U.  S.  Advanced 
Battery  Consortium,  a  government-business 
partnership,  awarded  $38.1  million  to  the  U.  S. 
subsidiary  of  a  French  company.  Now,  he  in- 
sists that  limiting  participation  in  federal  tech- 
nology programs  to  true-blue  American  compa- 
nies is  nothing  short  of  a  patriotic  duty. 

The  debate  over  how  to  define  U.  S.  interests  should  be  set- 
tled this  summer  as  House  and  Senate  conferees  hash  out  dif- 
ferences between  their  bills.  But  the  underlying  issue  won't  go 
away.  The  Administration's  top  economic  and  technology 
hands  are  still  searching  for  a  solution  that  satisfies  U.  S. 
companies,  Congress,  foreign  rivals,  and  American  taxpay- 
ers. If  they  don't  find  one,  the  President's  technology  plan 
could  alienate  the  very  industries  it's  trying  to  advance. 

By  John  Carey 


'ITAL  WRAPUP I 


E  BUDGET 


longress  has  been  slugging  it  out 
I  for  years  over  ways  to  cap  spend- 
;.  But  one  huge  cause  of  the  budget 
'icit  is  often  ignored:  tax  loopholes, 
cording  to  a  new  General  Account- 
;  Office  report,  special-interest  tax 
;aks  will  cost  the  Treasury  $400  bil- 
i  in  revenue  this  year— twice  the 
icit.  And  while  spending  for  defense 
i  many  domestic  programs  is  fro- 
1  tax  breaks  keep  growing  at  a  4% 
mal  clip,  after  inflation.  Now,  the 
3  and  the  Office  of  Management  & 
dget  hope  to  curb  the  revenue  drain 
turning  a  spotlight  on  the  loopholes, 
d  House  Ways  &  Means  Commit- 


tee member  William  J.  Coyne  (D-Pa.) 
is  pushing  the  panel  to  review  the 
breaks  as  a  way  to  reduce  the  deficit. 

HEALTH  CARE  

■  t  may  not  have  a  catchy  name,  but 
I  Corporate  America  has  found  a 
health-care-reform  issue  to  rally 
around:  "national  uniformity."  Bills 
emerging  in  Congress  would  give 
states  more  power  to  regulate  health 
care,  a  threat  to  big  corporations  that 
prefer  operating  under  consistent  fed- 
eral rules.  Executives  from  nine  trade 
groups  and  more  than  30  companies 
will  swarm  up  Capitol  Hill  on  June 
23— dubbed  "Uniformity  Day"— to  make 
a  pitch  for  national  standards. 


THE  WHITE  HOUSE 


i  ob  Woodward's  new  book  about 
►the  Clinton  White  House,  The 
Agenda,  portrays  an  indecisive  Presi- 
dent with  a  volcanic  temper  and  an 
economic  team  at  war  with  his  political 
advisers  over  deficit  reduction  in  '93. 
So  why  are  Clintonites  relieved?  Be- 
cause the  journalist  of  Watergate  fame 
finished  his  account  before  staffers  be- 
gan brawling  over  health-care  reform 
last  fall:  Hillary  Rodham  Clinton  want- 
ed a  plan  that  economic  advisers  con- 
sidered wildly  extravagant.  "The  fight 
over  health  care  was  much  worse  than 
the  budget,"  says  one  top  Clinton  ad- 
viser. "It  got  ugly." 


JGTON  OUTLOOK 
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OUR  INSURANCE  AND  FINANCIAL,  SKILLS  SET  A  CAR  RENTAL  FIRM  OP 
A  FASTER  ROUTE.  While  helping  a  multinational  car  rental  firm  manage  its  complex  U.S.  insurance  needs,  the  Al< 
Companies  were  asked  to  develop  a  cost  effective  plan  for  coverage  throughout  Europe.  Our  captive  management  experts  showed  th 
company  a  new  direction.  They  established  a  self-insured  retention  program  and  a  clainis-maiuigement  system  for  the  firm,  while  01 


to  bp. 


tfolio  specialists  in  London  implemented  a  funds-management  plan  for  the  multimillion-dollar  captive.  Excess  coverage  was 
tten  by  an  AIG  company  in  Europe.  The  result  was  a  comprehensive  risk  management  program  created  without  sacrificing  either 
ictiveness  or  continuity.  And  another  demonstration  of  how  the  AIG  Companies  provide  the  definitive  response  to  risk. 


|  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


nternational  Business 


EUROPE  I 


SOMETHING'S  ROTTEN 
IN  FRANCE.  SPAIN . . . 


Tougher  laws  uncover  fraud  and  corruption  across  the  Continent 


Life  in  a  Brussels  jail  cell  was  no 
doubt  a  frustrating  experience  for 
Didier  Pineau-Valencienne,  the 
chairman  of  France's  Schneider,  who 
was  finally  released  on  June  7  after  11 
days  of  incarceration.  But  as  he  passed 
the  time  awaiting  a  judge's  investiga- 
tion of  questionable  financial  dealings 
by  teaching  English  to  jailmates,  the 
French  executive  had  lots  of  spiritual 
company  in  the  outside  world. 

All  over  Europe,  execs  are  in  trouble 
with  the  law.  Whistle-blowers  and  pros- 
ecutors have  launched  a  slew  of  probes 


into  shady  practices,  which  they  claim 
are  on  the  rise  in  European  business. 
Indeed,  Pineau-Valencienne  had  barely 
hopped  a  flight  back  to  Paris  when  Ger- 
man authorities  slapped  four  executives 
of  Balsam,  maker  of  sports-arena  floors 
and  Astroturf,  into  preventive  deten- 
tion. The  four  are  under  investigation 
for  a  $1  billion  credit  fraud  against  Ger- 
man factoring  company  Procedo,  which 
has  ties  to  Europe's  big  banks. 

There's  reason  to  think  the  list  of 
fraud-and-corruption  cases  will  grow. 
Whether  or  not  Europe's  business  moral- 


ity is  fraying,  its  securities  laws  si 
stiffening,  judges  are  growing  iral 
small  shareholders  are  crusading  il 
their  rights,  and  the  business  press! 
becoming  more  aggressive.  As  a  rest! 
Europe's  long  tradition  of  burying  bug 
ness  abuses  is  ending,  believes  Robeif 
Artoni,  a  former  member  of  Ital 
stock-exchange  watchdog  agency, 
dam  has  broken,"  Artoni  says. 
disappearing  ACTS.  That  portend 
healthy  cleansing  for  European  ind 
try.  Companies  should  ultimately  ben 
by  more  easily  attracting  capital  fr 
foreign  institutional  investors— who 
often  put  off  by  opaque  European  fin; 
cial  practices  and  murky  business  re 
tionships.  But  until  tighter  controls 
their  work  and  greater  transparen  f 
comes,  European  business  faces  an 
settling  period  of  accusations  and  case; 
ing  legal  actions.  The  chill  is  rippli 
through  executive  suites.  "You  see  p< 
pie  you  knew— who  were  your  contact: 
suddenly  disappear,"  laments  Deutsc 
Bank  Chief  Executive  Hilmar  Kopp 
One  such  acquaintance  is  fugitive  G' 
man  developer  Jiirgen  Schneider,  si 


nipt 


EUROPEAN  EXECUTIVES  IN  HOT  WATER 

Across  Europe,  the  spotlight  is  glaring  on  opaque  financial  practices  and  murky  business  relationships.  In  the  process,  some  big-nam 
managers  are  finding  themselves  in  the  midst  of  scandal.  Some  recenf  examples: 


B1DW 

inner 


it? 
id  e 
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"i'J  ..«! 


DIDIER  PINEAU-VALENCIENNE 
CHAIRMAN,  ELECTRICAL-EQUIPMENT 
MAKER  SCHNEIDER,  AGE  63 

Shareholder  complaints  on  ac- 
quisition prices  led  to  Belgian 
charges  of  financial  fraud. 
Has  been  released  from  jail  on 
bail  of  $437,000. 


PIERRE  BERGE 

PRESIDENT  OF  FASHION  HOUSE 

YVES  SAINT  LAURENT,  AGE  63 

French  prosecutors  charged 
him  in  May  with  insider  trad- 
ing for  selling  YSL  shares  be- 
fore last  year's  takeover  by 
Elf  Sanofi. 

o 


BERNARD  TAPIE 


O     JURGEN  SCHNEIDER 


INVESTOR,  AGE  51 

Fined  by  France's  bourse  regu- 
lator recently  for  filing  false  data 
on  scalemaker  Testut.  Faces  a 
parliamentary  probe  of  his 
Credit  Lyonnais  borrowings. 


o 


PROPERTY  DEVELOPER,  AG 

On  the  run  after  bankruf 
disclosed  $3  billion  in  di 
warrant  has  been  issued 
arrest  for  alleged  falsific 
of  documents  and  tax  eyi 


o 


p,cted  of  bilking  Deutsche  Bank  and 
mpetitors  of  perhaps  $3  billion  (no  re- 
tion  to  French  electrical-equipment 
aker  Schneider). 

There  may  be  political  fallout  as  well, 
oney-grubbing  by  politicians  already 
,s  tainted  leaders  in  France  and  Spain 
d  toppled  Italy's  government.  As  the 
otlight  refocuses  on  business  execu- 
tes—who  often  are  linked  to  politi- 
ins— the  damage  could  be  devastating, 
•me  Paris  observers  see  political  mo- 
-es  behind  a  number  of  probes  linked 
French  Socialist  leaders. 
Beyond  the  Belgian  and  German  cas- 
,  managers  who  will  face  judicial  scru- 
ly  include  the  four  top  officers  of  Me- 
)banca,  a  powerful  Milan  bank.  On 
ay  31,  Ravenna  magistrates  issued 
■its  of  investigation  into  Mediobanca's 
is  with  the  scandal-ridden  Ferruzzi 
•oup— now  in  Italy's  version  of  Chapter 
,  Former  Ferruzzi  officials  claim  the 
nk  was  privy  to  Ferruzzi's  political 
ish  funds  and  phony  balance  sheets. 
Italy  may  be  Europe's  corruption 
ampion,  but  cases  of  fraud,  embezzle- 
int,  and  lesser  wrongdoing  are  emerg- 
l  almost  weekly  in  France,  Germany, 
>ain,  and  elsewhere.  They  range  from 
eged  fraud  in  the  collapse  of  financial 
lding  company  Sasea— the  biggest 
nkruptcy  in  Switzerland's  history— to 
;ider- trading  charges  filed  in  late  May 
ainst  Pierre  Berge,  head  of  French 
ihion  house  Yves  Saint  Laurent. 


A 


s  more 


Securities  watchdogs 
with  sharper  teeth  are  a 
clear  cause  of  Europe's 
mounting  rap  sheets.  New 
powers  at  France's  bourse 
regulator  have  helped  it 
triple  the  number  of  cases 
it  sends  to  court  since  1990. 
In  Germany,  insider  trad- 
ing still  isn't  a  crime,  but 
recent  scandals  have 
prompted  Bonn  to  dust  off 
a  long-promised  bill  to 
make  it  an  offense.  The  bill 
is  still  pending. 

A  budding  militancy 
among  small  shareholders  across  Europe 
is  helping  drag  executives  into  court, 
too.  Their  complaints  against  the  low 
price  Schneider  offered  them  for  stock  in 
two  of  its  subsidiaries  touched  off  the 
Belgian  probe  that  landed  Pineau-Valen- 
cienne  in  jail.  A  new  German  law  taking 
effect  on  July  1  will  expand  protection 
for  minority  shareholders. 
"wild  WEST  capitalism."  More  watch- 
dogs and  tougher  laws  aren't  the  only 
reasons  for  Europe's  rash  of  prosecu- 
tions. Experts  insist  there  are  more 
white-collar  lawbreakers  to  chase.  The 
Continent's  deep  economic  crisis  is  one 
reason.  Recession  flushes  out  fraud— as  in 
the  case  of  bankrupt  German  developer 
Schneider.  Bad  times  also  tempt  man- 
agers "to  commit  fraud  to  hide  their 
business  problems,"  says  Tommy  Helsby, 


senior  managing  director  in 
Germany  of  Kroll  Associates 
Inc.,  a  U.S.  business' sleuth. 

For  many  outraged  Eu- 
ropeans, the  flood  of  scandal 
stems  from  moral  decay.  In- 
deed, suggests  Pierre  Lel- 
louche,  a  conservative  mem- 
politicians  emerge,  ber  of  France's  Parliament, 
the  moral  state  of  European 
business  is  reminiscent  of 
the  go-go  1980s  in  the  U.  S. 
He  thinks  Europe's  march 
toward  freer  markets  has 
lacked  necessary  controls. 
"There's  lots  of  drug  money 
and  people  are  playing  financial 
he  says.  "Wild  West  capitalism 
has  come  to  Europe." 

France's  Pineau-Valencienne  might  ap- 
ply the  go-go  comparison  to  European 
judges  and  prosecutors.  Free  on  $437,000 
bail,  he  has  been  indicted  for  false  ac- 
counting and  other  fraud  at  Schneider's 
Belgian  units— charges  he  denies.  What- 
ever his  guilt  or  innocence,  his  case  is  a 
striking  example  of  change  in  the  way 
Europe  deals  with  white-collar  crime. 
Corporate  brass  who  are  tempted  to  cut 
legal  corners  should  draw  a  lesson:  It 
may  be  lonely  at  the  top,  but  it's  even 
lonelier  in  the  slammer. 

By  Stewart  Toy,  with  Gail  Edmonson, 
in  Paris,  John  Rossant  in  Rome,  Peggy 
Salz-Trautman  in  Bonn,  and  Patrick  Oster 
in  Brussels 


links  among 
European 
managers  and 


the  fallout  could 
be  devastating 
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games," 


Z  SCHIMMELBUSCH 
)  OF  MINING 
NGINEERING  GIANT 

JLGESEILSCHAFT,  AGE  49 

investigated  by  German 
cutors  for  tax  evasion  and 
alleged  misdeeds.  He 
s  any  wrongdoing. 

O 


JOSE  IGNACIO  LOPEZ 
de  ARRIORTUA 
PURCHASING  AND  PRODUCTION 
DIRECTOR  OF  VOLKSWAGEN,  AGE  53 

Ex-employer  GM  claims  he  stole 
industrial  secrets,  such  as  model 
plans  and  supplier  prices,  which 
Lopez  denies. 

O 


ENRICO  CUCCIA 
HONORARY  CHAIRMAN 
OF  MEDIOBANCA,  AGE  86 

Under  investigation  along  with 
three  other  officers  for  financial 
irregularities.  Could  be  a  big 
blow  to  Italy's  most  powerful 
banker. 


o 


MARIO  CONDE 
EX-CHAIRMAN 
OF  BANESTO,  AGE  45 

The  Bank  of  Spain  is  accusing 
him  of  using  questionable 
accounting  practices  to  inflate 
Banesto's  profits. 

DATA:  BUSINESS  WEEK 
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AIRLINES  I 


WHO  CLEARED  THESE  AIRLINES 

FOR  TAKEOFF? 


Safety  is  a  disgrace  in  China,  Russia,  and  India — and  the  U.S.  may  cash  in 


CHINA  SOUTHERN  JET  AFTER 
IT  WAS  TAKEN  TO  TAIWAN 


■  t  was  the  worst  day  in  China's  avia- 
I  tion  history.  On  June  6,  a  China 
I  Northwest  Airlines  plane  crashed  af- 
ter takeoff  from  the  city  of  Xian,  killing 
all  160  on  board.  On  the  same  day,  a 
lone  hijacker  commandeered  a  China 
Southern  Airlines  plane  to  Taiwan,  the 
12th  hijacking  in  the  past  year. 

With  such  a  dismal  safety  record,  Chi- 
na is  a  leading  contender  for  the  title  of 
the  most  dangerous  place  in  the  world 
to  fly.  Also  in  the  running  are  India  and 
Russia.  The  record  is  so  frightening  that 
the  U.  S.  has  intervened,  sensing  an  op- 
portunity to  improve  safety  standards— 
and  promote  American  exports  to  boot. 

The  air-safety  mess  is  partially  a  re- 
sult of  the  end  of  government-run  air 
monopolies  (table).  China  now  has  about 
40  airlines.  Several  new  air  taxis 
have  begun  challenging  India's  do- 
mestic carrier.  In  the  former  So- 
viet Union,  Aeroflot  has  been 
hacked  into  200  smaller  companies. 
Many  of  the  airlines  are  too  new 
to  have  developed  a  good  track 
record  for  maintenance  or  safety. 

China's  biggest  problem  is  a 
shortage  of  pilots.  Passenger  air 
travel  is  expected  to  grow  20%  an- 
nually until  the  year  2000.  To  keep 
up  with  demand,  the  country 
needs  600  new  pilots  a  year.  But 
China  can  turn  out  less  than  half 
that  number.  Once  a  pilot  is  on 
the  job,  the  workload  is  excruciat- 
ing. Although  Chinese  regulations 
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set  the  limit  at  100  hours  of  flight  time  a 
month  to  avoid  pilot  fatigue,  pilots  aver- 
age an  astounding  280  hours. 

In  Russia,  fuel  shortages  and  flight 
cutbacks  mean  pilots  are  often  grounded. 
As  a  result,  their  skills  get  rusty.  "Many 
pilots  aren't  flying  for  a  month  or  more," 
says  Valentin  Presnyakov,  vice-presi- 
dent of  the  Russian  pilots  union.  At 
least  200  people  have  died  in  Russian 
plane  crashes  this  year.  On  May  18,  pi- 
lots struck  to  protest  poor  safety.  They 
threaten  another  strike  this  month. 

Compared  with  China  and  Russia,  In- 
dia had  a  late  start  in  deregulation.  In 
March,  India  paved  the  way  for  private- 
sector  shuttles  to  become  full-fledged 
airlines.  The  same  month,  a  private  car- 
rier's Boeing  737  slammed  into  a  jet  on 


WHERE  FLYING  IS  HAZARDOUS 

f  H  I  M  A  Monopoly  carrier  replaced  by  40  air- 
vlT  I  llM  lines.  As  air  travel  grows  20%  a  year, 
pilots  are  badly  overworked.  Security  is  lax,  with 
1  2  planes  hijacked  to  Taiwan  in  the  past  year. 

I M  n  I  A  Several  new  airlines  are  challenging  the 
1 1"  U  Irt  old  state-run  monopoly  carrier.  As 
accidents  increase,  international  safety  groups  have 
urged  passengers  to  avoid  Indian  airlines. 

P  1 1 C  C I  A  Aeroflot  broken  up,  with  about  200 
l\U  J  jIH  airlines  taking  its  place.  Govern- 
mental chaos  makes  regulation  difficult.  Air  and 
ground  crews  often  operate  without  necessary 
training  or  spare  parts. 

DATA  BUSINESSWEEK 


the  runway  in  New  Delhi,  killing  ejht 
people.  The  government  suspendequi. 
other  carrier  days  later,  citing  four  ffeJ 
ty  violations  in  a  year. 

The  Clinton  Administration  w 
more  done  to  promote  safety.  The 
opened  an  office  in  Beijing  in  Jam 
and  is  increasing  the  U.  S.  presen 
East  Asia  and  Russia.  Meanwhile,  A 
ican  motives  are  not  totally  pure: 
Clintonites  want  countries  to  adopt 
safety  standards— and  then  buy 
equipment.  Says  one  Administratio 
ficial:  "If  you  can  control  standards, 
can  control  trade."  Next  month, 
Commerce  Dept.  will  brief  100 
aerospace  companies,  including  Bo 
Co.,  McDonnell  Douglas  Corp.,  air 
designers,  engine  makers,  and  prod 
of  air-traffic-control  equipment  on  ho 
snag  Chinese  contracts. 
"really  trying."  Beijing  has  made  sti 
gestures  toward  cleaning  up  its  act.  I 
year,  it  denied  requests  to  start  12 
airlines.  China  has  also  dropped  its  1 
on  foreign  ownership  of  airlines  and  x-, 
ports.  By  allowing  foreigners  to  own  |» 
nority  stakes  and  help  launch  new  K 
riers,  the  Chinese  hope  to  impi  ■ 
service.  "They  are  really  trying  f  ■ 
the  top  down,"  says  Stephen  Mi  i 
managing  director  of  Trinity  Aviatioraj/ 
aircraft  leasing  and  consulting  compH 
in  Hong  Kong. 

Despite  the  potential  safety  problil 
foreign  investment  banks  have  bH 
slugging  it  out  for  the  right  to  un 
write  listings  of  two  Chinese  airl 
that  plan  to  list  on  foreign  stock 
changes  this  year.  Goldman  Sachs  is 
lead  underwriter  for  China  Southi 
Airlines,  and  Morgan  Stanley  is  un  j 
writing  China  Eastern  Airlines.  The 
nese  and  Russians  are  also  enlisting 
to  improve  staff  and  facilities.  In  FeBj 
ary,  Northwest  Airlines  Inc.  signe 
contract  to  train  250  Chinese  pilots.  1 1 
ing  provides  training  for  Chinese  pi  I 
and  air-traffic  controllers.  And  in  Ru:  I 
Pratt  &  Whitney  has  a  joint-vent 
deal  to  develop  jet  engines. 

The  foreigners  are  in  for 
long  term.  With  huge  land  mas 
the  giants  of  the  emerging  n 
kets  have  few  alternatives  to  de 
oping  their  aviation  industries, 
bad  as  air  travel  is  in  China,  ot  j 
forms  of  transportation  are  no 
ter.  The  trains  are  overcrow 
and  accident-prone.  Poor  road  < 
ditions  make  travel  by  car  and  I 
hazardous.  "What's  worse  thai 


ing?"  asks  Eckes.  "Everything  el 
For  the  developing  world's  freqi 
fliers,  that's  cold  comfort. 

By  Joyce  Barnathan  in  H 
Kong,  with  Peter  Galuszka  in  A 
cow  and  Christina  Del  Valle 
Washington 
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Why  Settle  For  Being  Merely  Effective 
VhenYou  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX, 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper 
Built  around  a  powerfu 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show  ™ 
on  the  road,  and  carry  it  around 
in  your  hand  With  sharp, 
colorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
I  LCD  display  and  placing  it 
in  front  of  your  viewers  will 
have  an  even  greater  impact.' 

And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions  So  you 
custom  order  the  features  you 
want  today,  then  upgrade 
when  you're  ready 


Z-NOTEFl-EX 
up  to 

IntelDX-t  "  75MHz  processor 
16-bit  business  audio 
active-matrix, 256-coior 
LCD  display 

FLEXSITE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  drive  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type-Ill  PCMCIA  slots 
networking  module 

FLEXSHOW" 
double-speed  CD-ROM  drive 
amplified  stereo  speakers 
two  type-Ill  I'CMt  I  \  slots 
integrated  power  supply 
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Multimedia  PC 

Your  audience  wants  something  worth 
watching.  And  the  Z-NOTEFLEX  delivers. 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details. 
1-800-289-1279,  Ext.  5122 
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NORTH  KOREA:  WHY  ASIA  IS  SO  CALM 
AS  SABERS  RATTLE  IN  WASHINGTON 


■j  f  anyone  should  be  fretting  over  the  prospect  of  nuclear 
I  weapons  in  the  hands  of  North  Korea's  Kim  Il-Sung,  it's 
I  the  citizens  of  Seoul,  just  25  miles  from  the  demilitarized 
zone.  But  as  war  talk  flew  fast  and  furious  in  Washington,  it 
was  just  another  carefree  Memorial  Day  holiday  in  the  city's 
Myong  Dong  shopping  district.  "We  Koreans  don't  think  the 
situation  is  as  dangerous  as  Clinton  believes,"  said  civil  servant 
C.  H.  Park,  29,  over  the  din  of  disco  and  rap 
music  from  trendy  boutiques.  Added  a  sales- 
man walking  arm  in  arm  with  his  wife: 
"Why  does  the  U.  S.  always  try  to  interfere 
in  our  affairs?" 

The  Americans  are  suffering  a  sharp  per- 
ception gap  with  not  only  the  South  Kore- 
ans but  also  the  Japanese  and  Chinese 
about  how  to  respond  to  Pyongyang.  Under 
pressure  at  home  to  come  up  with  a  foreign 
policy  victory,  the  Clinton  Administration 
has  succeeded  in  getting  a  reluctant  Japan 
and  South  Korea  to  support  gradual  eco- 
nomic sanctions— at  least  officially.  China, 
however,  is  still  signaling  that  it  will  use  its 
clout  in  the  U.  N.  Security  Council  to  stall, 
or  perhaps  veto,  such  a  measure. 

Even  if  Clinton  can  push  sanctions 
through,  they  won't  have  real  teeth.  That's 
because  the  Asians  have  nurtured  a  web  of 
economic,  political,  and  transportation  links 
with  the  North,  and  they  see  those  ties  as 
helping  to  guarantee  stability.  Moreover, 
they  reckon  Kim  Il-Sung  is  too  far  along 
with  his  nuclear  program  to  be  dissuaded  by 
sanctions.  So  Asian  strategists  are  resigned 
to  North  Korea's  becoming  the  second  nucle- 
ar power  in  East  Asia,  after  China. 
STORIES  OF  HUNGER.  All  three  neighbors 
regard  that  as  a  lesser  evil  if  the  alternative 
is  war  or  the  chaos  that  could  result  from 
the  collapse  of  Kim's  regime.  Despite  shrill 
rhetoric  from  President  Kim  Young  Sam, 
the  South  Koreans  don't  want  a  confronta- 
tion that  might  produce  massive  flows  of 
refugees.  And  they  don't  want  to  pay  for  a 
German-style  reunification.  What's  more, 
the  Asians  are  betting  that  even  if  Pyong- 
yang has  a  few  bombs,  it  won't  be  able  to 
turn  them  into  warheads  on  missiles. 

In  the  end,  the  South  Koreans  don't  be- 
lieve Pyongyang  wants  a  war.  A  Gallup 
poll  in  mid-May  found  that  60%  of  South  Koreans  think  the 
North  has  nuclear  weapons  or  will  get  them  soon.  But  less 
than  12%  believe  there  is  "much  danger"  the  North  will  pro- 
voke a  war.  They  think  a  much  likelier  scenario  is  the  gradu- 
al collapse  of  Kim's  regime.  That  impression  has  been  support- 
ed by  a  steady  trickle  of  refugees  telling  stories  of  hunger  and 
unrest  back  home. 

Japan  is  surprisingly  relaxed  as  well.  "Not  many  of  my  con- 
stituents feel  a  sense  of  crisis,"  says  Hajime  Funada,  an  in- 


DMZ  PATROL:  SOUTH  KOREANS 
DON'T  THINK  KIM  WANTS  A  WAR 


fluential  Diet  member  from  Prime  Minister  Tsutomu  Hata' 
pan  Renewal  Party.  North  Korea  is  not  seen  as  a  big  en 
threat  to  warrant  a  change  in  Japan's  constitutional  ban  on 
clear  arms.  Influential  newspapers  are  urging  Hata  t 
slowly  on  sanctions,  and  the  leading  opposition  party, 
Democratic  Socialists,  opposes  them  altogether. 

Japan  also  has  a  sizable,  potentially  restive  populatio 
pro-Pyongyang  ethnic  Koreans.  Japa 
bureaucrats  may  be  able  to  pressure  a 
banks  into  tightening  up  on  the  flow  o 
estimated  $600  million  a  year  these  et 
Koreans  send  to  Pyongyang— but  they 
stop  it.  In  any  event,  the  Koreans  w 
still  be  able  to  carry  cash  into  the  North 
boat  and  airplane. 

SHARP  CONTRAST.  China  is  in  the  best 
tion  to  influence  Pyongyang.  But  since 
jing  has  spent  the  past  year  warning  W 
ington  not  to  hit  China  with  economic  s 
tions,  it  doesn't  want  them  applied  again 
fellow  communist  regime.  In  fact,  China 
been  quietly  expanding  economic  ties 
the  North.  China  now  provides  a  quarte 
North  Korea's  oil,  and  two-way  trade 
taled  $900  million  in  1993,  up  50%  f 
the  prior  year,  according  to  South  Ko 
sources. 

So  while  some  U.  S.  analysts  think  C 
will  abstain  on  U.  N.  sanctions  in  excha 
for  Clinton's  decision  to  renew  most-favo 
nation  trade  status,  that's  not  how  it 
pears  in  Beijing.  The  Chinese  "don't  beli 
sanctions  would  be  effective"  and  won't  s 
port  them,  says  a  Western  diplomat. 

The  long-term,  Asian-style  appro 
stands  in  sharp  contrast  to  the  desire  f( 
quick  show  of  force  by  some  in  Washing! 
"You've  got  to  stand  for  something,"  saj 
Defense  Dept.  official.  "If  you're  seri 
about  nonproliferation,  you  can't  let  1 
go."  Washington  hard-liners,  such  as  fori 
U.  S.  Ambassador  to  China  James  R. 
ley,  argue  for  deploying  more  milit 
might,  including  aircraft  carriers. 

From  the  South  Korean  perspective,  r 
ing  the  risk  of  violence  is  exactly  the  wr 
thing  to  do.  With  mounting  evidence  of 
vere  shortages  of  goods,  fuel,  and  hard  ( 
rency  in  the  North,  Seoul  strategists  v 
Kim's  bomb  as  a  desperate  attempt  to  push  Washington  i 
granting  diplomatic  recognition  and  economic  aid.  "We  are  1 
nessing  the  last  phase  of  a  totalitarian  system,"  says  1 
Suh-Hang,  an  analyst  at  Seoul's  Institute  of  Foreign  Affair: 
National  Security.  The  Asians  believe  they  can  afford  to  v 
for  that  to  happen.  Their  real  question  is  whether  the  U 
will  provoke  a  crisis  nobody  wants. 

By  Pete  Engardio  in  Seoul,  with  Robert  Neff  in  Tokyo,  A 
Forney  in  Beijing,  and  Amy  Borrus  in  Washington 
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Rockwell's  press  credentials 
make  the  news  more  colorful. 


Our  Goss  presses 
use  innovative  technology 
to  give  newspapers  a 
graphic  advantage. 


Working  with  newspapers  to 
design  a  new  kind  of  press, 
Rockwell  helped  them  scoop  the 
competition  by  expanding  their 
use  of  high-quality  color.  The 
Goss  Colorliner  exemplifies  our 
innovative  use  of  technology  to 
help  customers  improve  produc- 
tivity and  product  quality. 

In  fact,  a  restless  dissatisfac- 
tion with  the  status  quo  drives 
Rockwell  people  to  seek  better 
ways  to  help  all  their  customers 


succeed.  Whether  it's  improving 
railroad  or  truck  efficiency  with 
aviation  electronics.  Using 
Computational  Fluid  Dynamics 
to  streamline  sunroof  designs. 
Or  making  the  new  Boeing  777 
more  durable  using  advanced 
composites. 

Rockwell's  customers  are 
diverse.  Innovatively  responding 
to  their  needs  helps  us  make 
headlines  in  the  wide  variety  of 
markets  we  lead. 
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STRATEGIES  I 


A  CHAEBOL  CHARGES 
TOWARD  THE  TOP 


A  telecom  coup  may  put  Korea's  Sunkyong  into  the  industrial  elite 


I  n  August,  1992,  Chey  Jong-Hyun, 
I  chairman  of  South  Korea's  Sunkyong 
H  group,  beat  four  other  conglomer- 
ates and  won  a  license  to  start  the  na- 
tion's second  cellular-phone  company. 
Chey,  whose  products  range  from  petro- 
chemicals to  videotape,  had  spent  mil- 
lions of  dollars  and  worked  more  than 
two  years  with  America's 
GTE  Corp.  and  Britain's 
Vodafone  Group  PLC  to  de- 
sign a  new  cellular  net- 
work that  would  compete 
against  the  government- 
owned  monopoly. 

But  even  before  the  cel- 
ebration was  over,  a  po- 
litical storm  erupted.  Ko- 
rea was  in  the  midst  of  a 
presidential  campaign,  and 
Chey  was  alleged  to  have 
won  the  license  as  a  po- 
litical favor  from  then- 
President  Roh  Tae  Woo, 
whose  daughter  is  married 
to  Chey's  son.  Rather  than 
become  a  political  target, 
Chey  gave  up  the  license, 
much  to  the  chagrin  of  his 
foreign  partners.  "It  was  a 
tough  decision,  but  I  had  no  choice," 
says  Chey.  Giant  Pohang  Iron  &  Steel 
Co.  walked  away  with  the  prize. 

Now,  Chey's  canny  reading  of  Korean 
politics  is  paying  off.  In  a  bidding  con- 
test in  January,  Sunkyong  won  a  23% 
equity  interest  and  management  control 
of  the  government's  Korea  Mobile  Tele- 
com (KMT)  for  $5.34  million.  Sunkyong 
will  take  over  control  of  the  newly  pri- 
vatized company  in  July  with  hardly  a 


word  of  opposition.  Even  better,  it  will 
have  a  monopoly  until  the  Pohang-led 
group  starts  competing  in  1996. 

The  deal  is  a  coup  for  several  rea- 
sons. Sunkyong  group,  with  $15.9  bil- 
lion in  total  sales  in  1993  (table),  is  Ko- 
rea's fifth-largest  chaebol.  But  despite 
its  size,  it  has  been  struggling,  eking 
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CHAIRMAN  CHEY'S  WESTERN-STYLE  MANAGEMENT  APPROACH  IS  PAYING  OFF 


out  a  narrow  $68.8  million  profit  in  1993. 
Excluding  sales  among  the  22  Sunkyong 
companies,  the  group  lost  $8  million,  ac- 
cording to  an  estimate  by  Ernst  & 
Young.  The  group's  key  problem  is  that 
petrochemicals  and  related  products,  its 
core  business,  is  a  mature  industry  un- 
der bitter  competitive  pressure. 

By  emerging  as  the  first  chaebol  to 
get  rolling  in  government-dominated 
telecommunications  services,  Sunkyong 


thrusts  itself  into  a  hot  technolo» 
field.  The  cellular-phone  business  m 
is  likely  to  be  a  big  cash-spinner  eveiB 
ter  KMT's  monopoly  expires  in  1996. J 

If  Chey  can  pull  off  the  move,  1 
kyong  could  jump  into  the  rank 
Hyundai,  Samsung,  Lucky-Goldstar, 
Daewoo  at  the  top  of  Korea's  indus 
power  structure.  The  deal  also  shin 
spotlight  on  Chey  personally.  As 
new  chairman  of  the  powerful  Fed 
tion   of   Korean   Industries,  he 
emerged  as  the  leading  business  voic 
sensitive  dealings  between  the  cha. 
and  President  Kim  Young  Sam. 
Hyundai  group's  Chung  family  has 
ground  because  of  a  bitter  feud 
the  government,  and  Daewoo  gr 
founder  Kim  Woo-Choong  also  has  e; 
out  of  the  public  eye. 
alien  notions.  But  before  Chey,  65, 
enjoy  his  new  prominence,  he  must  r 
age  the  foray  into  a 
lar.  To  his  credit,  he's 
sidered  one  of  Kor 
most  professional  tycc 
because  of  his  West< 
style  management 
cepts   such   as  smc 
labor-management 
tions  and  professional 
among  his  executives- 
tions  still  alien  to  m 
of  the  family-domina 
chaebol.  But  Chey  sp 
five  years  in  the  U.  S 
a  student  at  the  Uni 
sity  of  Wisconsin  and  t  i'mn 
at  the  University  of  Q  \% 
go,  where  he  took  a  n 
ter's  in  economics  in  1! 

He  used  those  less 
to  save  his  elder  br< 
er's  company,  Sunky 
Textiles,  the  foundation  for  today's 
kyong  group.  Soon  after  he  joined 
debt-ridden  company  in  1962,  he  deci 
to  specialize  in  one  area:  synthetic 
tiles.  For  years,  Chey  stuck  to  the  c 
business  of  energy,  chemicals,  and 
thetic  fabrics  even  though  other  cha* 
were  busy  diversifying.  "I  didn't  wan 
be  No.  2  in  a  new  business,"  he  says 
In  the  1980s,  Chey  decided  to  m 
vertically  upstream.  He  bought  man; 
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SUNKYONG'S 
BUSINESS  MIX 


1993  RESULTS 


OIL  REFINING  I      TRADING     ■  CONSTRUCTION  ■  TEXTILES 


SALES'  (BILLIONS)  ►  $6.7  $3.8  $0.9  $0'7 

NET  EARNINGS  (MILLIONS)  ►    $44.2  $12.4  NA  $9.7 

■UNCONSOLIDATED 


$0.7 

$1.4 


$0.6 

$4.7 


$2.5 
$3.6 


$15.9 


ata  tr 


$68.8 

DATA  SUNKYONG  GROUP  ERNST  &  YO 
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THE  CORPOR. 


e 


nt  control  and  50%  of  the  equity  of 
If  Oil  Corp.'s  Korean  subsidiary,  now 
led  Yukong  Ltd.,  and  entered  the  oil- 
ining  business.  Then,  he  moved  down- 
earn,  producing  petrochemical  resins 
1  derivatives.  Yukong,  which  controls 
'o  of  the  domestic  petroleum  market, 
he  largest  Korean  refiner.  With  $6.7 
ion  in  sales,  it  accounts  for  more  than 
'0  of  the  group's  sales, 
fukong's  success  is  attributed  largely 
Chey's  decision  to  train  a  cadre  of 
.fessional  managers.  Chey  says  he 
w  a  "fine  line"  to  separate  his  func- 
is  from  those  of  his  managers  as  far 
k  as  in  1975.  Rather  than  making 
jor  decisions  on  his  own,  he  relies  on 
executive  committee.  And  he  almost 
•er  intervenes. 

['he  key  question  is  whether  that 
nagement  style  will  work  as  the 
up  moves  into  telecommunications, 
5re  it  lacks  real  operating  experience, 
jy  has  been  preparing  for  this  move 
:e  1989,  when  he  took  a  20%  stake  in 
3.  Cellular  Corp.'s  rural  phone  ser- 
3  in  Tennesse.  Later,  when  Chey  was 
ding  for  Korea's  second  cellular-phone 
lpany,  his  engineers  worked  with  GTE 

Vodafone  to  learn  more  about  ana- 
cellular  technology. 
•«tal  surplus.  Chey  plans  to  invest 
vily  in  the  new  business.  A  number 

analysts  worry  that  continued  thin 
fit  margins  in  its  traditional  busi- 
ses  could  jeopardize  Sunkyong's  push 
)  telecom.  But  despite  scant  profits, 

group  has  a  capital  surplus  of  about 
I  billion,  estimates  Ernst  &  Young, 
•ean  companies  are  allowed  not 
leclare  certain  kinds  of  profits  to  cre- 

these  big  capital  surpluses.  More- 
■V,  Sunkyong  plans  to  raise  more 
ds  from  the  Korean  and  foreign  bond 
"kets. 

"hey  also  argues  that  the  mature  en- 
y  and  chemical  businesses  require 
,e  new  spending.  And  KMT  is  certain 
generate  cash.  It  posted  $100  million 
net  profits  on  $530  million  in  sales 
1993.  It  is  expected  to  grow  at  a  15% 
lual  clip,  estimates  S.  H.  Chang  of 
ngyong  Investment  &  Securities  Co. 
i  startup  of  the  second  cellular  com- 
ly  in  1996  could  slow  that  growth 
m.  But  KMT  will  continue  to  be  a 
ninant  force  with  more  than  70%  of 

market,  Chang  reckons. 
]hey  is  already  looking  for  ways  to 
erage  his  headstart  in  telecom- 
nications  into  broader  technological 
dership.  For  instance,  he  wants  to 

KMT  to  develop  niches  such  as  mo- 
I  data  transfer.  No  other  competitor 
I  be  able  to  do  that  for  at  least  five 
,rs.  If  Chey's  telecom  gambit  works, 
re  and  more  Koreans  will  be  dialing 
ikyong's  number. 

By  Laxmi  Nakarmi  in  Seoul 


DEALMAKERS  I 


HOW  DISNEY  SNARED 
A  PRINCELY  SUM 


Behind  the  $400  million  bailout  of  EuroDisney:  Carlyle  Group 


Prince  Al-Walid  bin  Talal  bin  Abdul- 
Aziz  Al-Saud  has  a  130-room  pal- 
ace in  Riyadh.  But  he  likes  to 
spend  weekends  camping  out  with  his 
family  deep  in  the  Saudi  Arabian  desert. 
Not  that  the  nephew  of  Saudi  ruler  King 
Fahd  roughs  it.  His  idea  of  camping  in- 
volves high-tech  cara- 
vans manned  by  ser- 
vants and  bodyguards. 
And,  of  course,  there's 
a  satellite  uplink  just 
in  case  Al-Walid  wants 
to  make  a  phone  call. 

Over  the  past  11 
months,  those  calls 
have  often  gone  to 
Stephen  L.  Norris, 
seven  time  zones  away. 
A  founding  partner  of 
Carlyle  Group,  the 
Washington-based  in- 
vestment boutique, 
Norris  has  gotten  used 
to  hearing  the  prince's 
distant  voice  at  three 
or  four  in  the  morning. 
"He'd  say,  'We're  go- 
ing over  this  line  by 
line,  word  by  word,'" 
says  Norris.  "And  he 
was,  too." 

rescue  time.  The  ob- 
ject of  Al-Walid's  atten- 
tion was  the  deal 
wrought  over  months 
of  painstaking  negotia- 
tions among  the  Saudi 
prince,  entertainment 
giant  Walt  Disney  Co.,  Norris'  Carlyle 
Group,  and  a  host  of  banks.  In  early 
June,  Al-Walid  agreed  to  inject  up  to 
$400  million  to  rescue  EuroDisney— the 
debt-ridden,  Disney-managed  theme  park 
near  Paris.  If  completed  as  planned,  the 
deal  will  give  the  37-year-old  prince  a 
EuroDisney  stake  of  up  to  24%.  And 
Disney,  which  owns  49%,  would  get  re- 
lief from  an  investment  that  has  resem- 
bled nothing  so  much  as  the  La  Brea 
Tar  Pits. 

The  EuroDisney  deal  was  hatched  last 


PRINCE  AL-WALID 
DISNEY  OFFICIALS 
GOT  HIM  TO  PONY 
UP  $100  MILLION  FOR 
A  NEW  CONVENTION 
CENTER 


August,  when  Norris  sent  feelers  to  Dis- 
ney management  about  his  idea  of  how 
to  recapitalize  a  park  that  has  lost  over 
$1  billion  since  opening  in  1992.  The  44- 
year-old  former  tax  lawyer  had  long  ties 
to  Disney  executives  from  his  days  as  a 
vice-president  at  Marriott  Corp.,  where 
several  of  them  had 
also  worked. 

Although  Norris  also 
showed  his  Euro- 
Disney restructuring 
plan  to  Hungarian-born 
multibillionaire  George 
Soros,  "I  already  had 
in  mind  that  it  was  a 
deal  for  the  prince,"  he 
says.  The  Alabama- 
born  Norris  and  Al- 
Walid  started  working 
together  in  1991,  when 
the  Saudi  made  a 
move  to  buy  $590  mil- 
lion worth  of  preferred 
stock  in  New  York's 
Citicorp,  which  at  the 
time  was  reeling  from 
bad  real  estate  loans. 

The  prince  already 
had  accumulated  4.9% 
of  Citicorp  common 
stock  through  open- 
market  purchases.  But 
since  the  preferred 
deal  would  make  Al- 
Walid  the  largest 
shareholder  in  Ameri- 
ca's biggest  bank,  "he 
felt  he  needed  a  group 
that  had  political  clout  in  Washington," 
says  an  Al-Walid  adviser  in  Riyadh. 
With  insiders  such  as  ex-Defense  Secre- 
tary Frank  Carlucci  and  former  Secre- 
tary of  State  James  A.  Baker  III  on 
board,  Carlyle  clearly  had  clout.  It  beat 
out  several  more  experienced  players 
for  the  job. 

Norris  knew  the  Citicorp  deal  had 
whetted  the  prince's  interest  in  bottom- 
fishing.  (Al-Walid's  profit  on  the  invest- 
ment tops  $1  billion  so  far.)  He  also  was 
aware  of  the  financial  clout  Al-Walid  can 
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muster.  Talal,  Al-Walid's  father,  was 
known  as  one  of  the  Saudi  "Free  Princ- 
es" in  the  1960s,  when  he  was  exiled 
from  the  country  for  his  liberal  views. 
After  being  pardoned  several  years  lat- 
er, Talal  built  one  of  the  larger  fortunes 
among  the  fabulously  rich  Al-Saud  clan. 

Son  Al-Walid  likes  to  be  seen  as  a 
self-made  prince.  Various  claims  about 
the  size  of  his  personal  fortune  run  as 
high  as  $4  billion.  If  he  has  control  of 
that  much  money,  it's  likely  that  some  of 
it  belongs  to  other  Al-Saud  family  mem- 
bers. But  deals  ranging  from  Citicorp 
to  his  turnaround  of  the  troubled  United 
Saudi  Commercial  Bank  have  burnished 
his  reputation  as  a  real  player. 
near  collapse.  Once  Norris  got  the  go- 
ahead  from  both  sides,  he  began  the 
grueling  process  of  putting  the  Euro- 
Disney  deal  together.  Countless  predawn 
phone  calls  and  several  plane  trips  from 
California  to  Saudi  Arabia  exhausted 
him  to  the  point  that  he  now  says,  "I 
will  never,  ever  do  a  deal  like  that 
again."  By  May,  however,  a  deal  began 
to  take  shape.  Originally,  it  looked  as  if 
Al-Walid  and  Carlyle  would  score  big: 
They  not  only  would  buy  into  EuroDis- 
ney  cheap  (Carlyle  offered 
to  pony  up  $20  million)  but 
they  would  also  get  war- 
rants to  purchase  Walt 
Disney  stock  at  favorable 
terms. 

In  the  11th  hour,  how- 
ever, the  deal  almost  col- 
lapsed. Sources  close  to 
both  sides  say  that  up  un- 
til then,  Carlyle  had  been 
negotiating  with  Disney 
and  then  discussing  the  re- 
sults with  the  Saudis.  But 
at  the  last  minute,  the 
Saudis  decided  to  negotiate 
directly  with  Disney  via 
Al-Walid's  top  associate, 
Mustafa  Al-Hejelan. 

Bad  move.  "Disney 
sensed  that  the  prince  was 
falling  all  over  himself  to 
do  the  deal,"  says  a  source 
involved  in  the  talks.  The 
result:  Disney  negotia- 
tors—who never  liked  the 
warrants  idea  in  the  first 
place— told  the  Saudis  they 
would  walk  if  that  part  of 
the  proposal  wasn't  re- 
moved. That  scared  banks 
central  to  the  restructur- 
ing, who  threatened  to  flee 
as  well.  As  a  result,  not 
only  did  Al-Walid  scrap  the 
warrants,  but  he  also 
agreed  to  invest  $100  mil- 
lion to  build  a  new  conven- 


tion center  near  EuroDisney.  Says  an- 
other source:  "The  prince  has  people 
working  for  him  who  are  real  light- 
weights." The  prince  was  unavailable  for 
comment. 

Whether  the  deal  turns  out  to  be  a 
Citicorp-like  success  is 
hardly  a  sure  thing.  At- 
tendance at  EuroDisney 
has  been  0.  K.,  despite 
Europe's  steep  recession 
But  the  original  economics 
of  the  project  are  out  of 
whack.  Penny-pinching 
guests  aren't  spending 
much  on  food  or  merchan- 
dise. And  the  recession 
has  killed  demand  for  offic- 
es and  shopping  centers 
that  Disney  planned  to 
build  on  acreage  next  to 
the  park.  Such  developments  were  to 
draw  income  to  help  pay  down  $3.4  bil- 
lion in  debt.  That  in  turn  was  to  help 
Disney  finance  a  second  park— an  MGM 
Studios  film  tour  site— which  would  draw 
visitors  to  help  fill  hotel  rooms.  None 
of  this  has  happened. 

Nevertheless,  Norris  says,  the  prince 


EURODISNEY 
HAS  LOST 
$1  BILLION 


THE  PRINCE'S  TREASURE  TROVE 


Saudi  Prince  Al-Walid's  major  he 

/dings: 

Company  Stake 

Value 

CITICORP  97% 

$1.7  billion 

UNITED  SAUDI  COMMERCIAL  BANK  50% 

$200  million 

SAKS  FIFTH  AVENUE                         1 1  % 

$100  million** 

EURODISNEY*  24% 

$400  million 

Saucii  grocery  chain  100% 

NA 

KINGDOM  ESTABLISHMENT  100% 
Construction  company 

NA 

'  Pending  investment  of  up  to  24%               ' '  Initial  Investment 

DATA.  BUSINESS  WEEK,  COMPANY  REPORTS 

sees  nothing  but  opportunity.  He's  $j 
ting  his  shares  at  a  bargain  price  (si 
70%  below  the  open  market  value) 
he  believes  the  recession's  end  will  bi 
economic  relief.  He  also  thinks  the  (g 
vention  center  will  help  fill  the  half  el 
ty  hotels.  Still,  one  souT 
close  to  Disney  says  u 
any  sort  of  princely  ret] 
is  five  years  away  at  b 
By  then,  Norris  and 
Walid  will  likely  have 
more  deals.  Norris,  ace 
ing  to  Riyadh  sources, 
unparalleled  access  to 
Walid.  He  may  guidaj 
royal  investment  in  Ital 
IP  oil-refining  and  distrB 
tion  group.  With  $3  bill! 
in  1993  sales,  Genoa-ba 
IP  may  be  spun  off  by 
state-owned  parent,  energy  giant  EN 
Sounds  pretty  buddy-buddy.  But 
Norris-Al-Walid  relationship  has  its  1 
its.  Al-Walid,  for  example,  almost  ne 
socializes  with  Westerners,  preferr 
the  company  of  his  closest  relati 
among  the  4,000-strong  Al-Saud  cl 
When  home  from  the  desert,  he  rela 
at    his    Riyadh  pala 
where  he  plays  tennis  w 
his  personal  trainer, 
meo  Rafon,  the  former  t 
seeder  from  the  Phi 
pines.  Norris  has  a  cl 
business  relationship  w 
Al-Walid-but  he  still  c: 
him  "Your  Highness."  S; 
Norris:  "I  never  call  \ 
Your  Royal  Highness.  M 
too  formal." 

Disney  CEO  Michael  I 
ner  got  a  whiff  of  his  n 
partner's  regal  ways  j 
as  the  EuroDisney  d 
was  closing.  Anticipat 
negotiations  would  b^ 
success,  Eisner  faxed 
prince  a  message  prop 
ing  that  they  meet  fa 
to-face  for  the  first  tir 
That  Eisner  is  Jewi 
however,  made  getting 
quick  visa  to  Saudi  Ara 
problematic,  according 
aides  to  the  prince.  "Pli 
says  one,  "Al-Walid  did 
feel  he  had  to  hop  wh 
Eisner  said  hop."  Al-\fy 
id  may  be  a  fairy-t 
prince  for  Disney,  but  h 
still  a  prince. 

By  John  Rossant 
Rome,  with  Douglas  H 
brecht  in  Washington  a 
Ronald  Grover  in 
Angeles 
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Schwab's  Mutual  Fund 

OneSource™  Service 
Is  Simply  A  Better  Way 
To  Invest. 


OVER  250  NO-LOAD,  NO-TRANSACTION-FEE 
MUTUAL  FUNDS  AVAILABLE 
FROM  SUCH  FUND  COMPANIES  AS: 

INVESCO,  Twentieth  Century,  Janus  Funds,  Dreyfus, 
Neuberger  &  Berman,  Benham,  Strong,  SteinRoe,  Founders, 
Montgomery,  Evergreen,  Lexington,  Cohen  &  Steers, 
United  Services,  IAI,  Yacktman, 
Cappiello-Rushmore,  Baron,  Skyline,  Wright,  Rushmore, 
Warburg  Pincus,  SchwabFunds'"'. 


Schwab's  Mutual  Fund  OneSource  service  just 
may  be  the  best  thing  that's  ever  happened  for 
mutual  fund  investors.  That's  because  what- 
ever your  investment  objective — from  aggres- 
sive growth  to  capital  preservation — you  can 
choose  from  over  250  well-known  mutual 
funds  with  proven  track  records  and  pay  no 
loads  and  no  transaction  fees.  And  you  can 
do  it  all  with  one  phone  call. 


Plus,  no  matter  how  many  funds  you  own, 
you'll  receive  a  single,  easy-to-understand 
statement. 

For  more  information  on  why  Schwab's 
Mutual  Fund  OneSource  service  is  simply  a 
better  way  to  invest,  stop  by  one  of  our  200 
local  offices  or  call  us  today  at: 

1-800-2  NO-LOAD  ext.  60A 


Charles  Schwab 

Helping  Investors  Help  Themselves* 


We  will  provide  you  with  a  free  prospectus  containing  more  complete  information  including  charges  and  expenses  for  any 
fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Mutual  funds  have  management  fees  Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds.  NTF 
shares  purchased  may  always  be  sold  without  transaction  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transaction  fee  to 
sell  it  as  well  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  (shares  held  6  months  or  less)  in  a  calendar  year,  you  will  be  charged  fees  on  all  of  your 
future  mutual  fund  trades  ©1994  Charles  Schwab  &  Co.,  lnc  Member  SIPC/NYSE. 


The  Golden  Gate  Bridge  photographed  by  Robert  Mizono 


[he  anchorage  at  each  cable  end 
contains  60,000  tons  of  concrete. 


prom  the  bedrock  of  sound  principles 


comes  the  carefully  constructed  ability 


to  stand  the  tests  of  years  to  come. 


A  structure  that  rises  to  the  occasion. 


For  relationships  that  stand  through  time. 


Bank  of  America 


ndustries 


AIRCRAFT  I 


THE  HINT 

OF  AN  UPDRAFT 


For  planemakers,  the  hard  times  may  be  easing  off 


300 


■  n  the  Sonora  Desert,  30  miles  north- 
I  west  of  Tucson,  more  than  150  used 
I  airliners— from  DC-9s  to  747  jumbo 
jets— stand  parked  in  rows  in  a  2,000- 
acre  storage  facility.  In  Everett,  Wash., 
Boeing  Co.'s  vast  assembly  plant  is  scal- 
ing back  production  to  two  747s  a 
month,  down  from  five 
in  1992.  Outside  Minne- 
apolis, Northwest  Air- 
lines Inc.  officials  have 
decided  not  to  buy  new 
aircraft:  Instead,  they'll 
retrofit  their  oldest, 
noisiest  planes  to  meet 
stringent  new  antinoise 
regulations  that  take  ef- 
fect by  the  year  2000. 

These  are  hardly 
good  signs  for  aircraft 
makers,  whose  business 
has  been  in  a  tailspin  since 
1991.  Still,  many  in  the  indus- 
try think  they're  now  seeing 
early  signs  of  an  updraft.  Eu- 
rope's Airbus  Industrie  ex- 
pects world  passenger  jet  or- 
ders to  reach  200  this  year, 
up  from  fewer  than  100  in 
199:;.  Manufacturers  already 
are  scrambling  to  win  a  few 
megadeals:  $5  billion  from 
China,  $6  billion  from  Saudi 
Arabia,  $6  billion  from  Singa- 
pore. And  Boeing,  which  dom- 
inates the  market  with  a  00% 
share,  sees  more  orders 
ahead. 

feeling  poor.  It  expects 
peak  production  of  more  than 
700  commercial  aircraft  a 
year  in  the  late  1990s,  40% 
above  current  levels.  Its  rea- 
soning: It  thinks  the  world 
economy  will  grow  .'3.4%  annu- 
ally through  the  year  2000, 
and  it  notes  that  U.  S.  and 
European  airlines  will  have 
to  replace  noisy,  aging  planes 
with  quieter  ones.  "We  see 
this  inevitable  need  coming 
down  the  rails  like  a  freight 


TURBULENT  SKIES 


train,"  says  Boeing  Vice-President  Rich- 
ard L.  James.  Airbus,  the  No.  2  produc- 
er, with  .30%  of  the  market,  is  also  bull- 
ish: It  sees  700  world  deliveries  in  1998. 

To  some  carriers,  suppliers,  and  ana- 
lysts, such  predictions  are  mainly  blue- 
sky.  Engine-maker  Pratt  &  Whitney,  for 
one,  thinks  aircraft 
sales  will  reach  only 
11,000  units  over  the 
next  two  decades,  be- 
low Boeing's  estimate 
of  14,000.  That  reflects 
doubt  that  the  financial- 
ly strapped  airlines  can 


WORLDWIDE  DELIVERIES  OF 
COMMERCIAL  PASSENGER  JETS 
OF  100  SEATS  OR  MORE 

i—  ESTIMATES  — I 
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afford  big  new  investments.  U.  S. ! 
riers— which  have  lost  $12  billion 
ing  the  past  four  years— may  edgel 
the  black  this  year,  but  many  Euro] 
and  Japanese  airlines  won't.  And  if 
ing's  projections  are  right,  airlines 
need  $49  billion  of  financing  a  ye 
buy  all  the  new  planes.  "Where  i 
good  Lord's  name  are  the  airlines 
to  get  that  much  cash?"  asks  an 
Nicholas  P.  Heymann  of  NatWest 
curities  Corp.  Indeed,  Boeing  consi 
used  aircraft  its  most  worrisome  co 
itor.  "If  it's  cheaper  for  airlines  to 
ate  and  maintain  an  older,  ineffi 
airplane    than    to    finance  a 
one  . . .  they'll  continue  to  do  it," 
Boeing  CEO  Frank  Shrontz. 
"running  like  crazy."  His  strate 
to  cut  design  and  manufacturing 
and  offer  new,  efficient  planes  che 
enough  to  get  airlines  to  buy.  Bo 
has  trimmed  cycle  time— from  sta 
finish— on  its  737  from  18  months  to 
than  12,  with  an  ultimate  goal 
months.  And  it  is  developing  new, 
efficient  737s,  which  it  hopes  to  off 
the  same  $35  million  price  of  cur 
models.  "Even  though  Boeing  is  the 
ket  leader,  they're  run 
like  crazy,  like  they  t 
they're  behind,"  says  Pi 
Aseritis,  aerospace  analyd 
CS  First  Boston.  "It's  goinl 
pay  off  in  spades."  He  sel 
38%  drop  in  Boeing's  pro| 
to  $765  million,  this  year- 
a  sharp  rebound,  to  $1.87| 
lion,  by  1997. 

Airbus  is  trying  a  sirrl 
strategy.  "We're  setting| 
gressive  cost  and  cycle- 
reduction  targets,"  says  Al 
Brown,  its  director  of  pi 
ning— but  Airbus  may  finl 
hard  to  slash  expenses:  If 
government-backed  con| 
tium  of  French,  German, 
ish,  and  Spanish  comparj 
which  tend  to  divvy  up  vJ 
pork-barrel  style.  "The  ab| 
to  wring  out  costs  is 
antithesis  of  what  Airbul 
all  about,"  says  NatWq 
Heymann. 

Of  the  big  manufacturj 
McDonnell  Douglas  Corp. 
be  flying  into  the  rougrj 
weather.  Its  production 
fallen  from  50  planes 
quarter  in  1991  to  7,  it 
more  orders  canceled  t| 
booked  last  year,  and  it  isl 
able  to  spend  heavily  to! 
velop  new  planes.  So,  unj 
Boeing  and  Airbus,  DouglJ 
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Park  Avenue  Ultra.  A  car 
so  thoughtful,  even  its  mirrors 
remember  how  you  look. 


With  a  touch  of  a  button,  the  available  outside 
memory  mirrors  recall  your  favorite  viewing 
position.  They  are  also  heated  for  better  vision  in 
nasty  weather.  Even  the  electrochromic 
^^|||^  rearview  mirror  automatically 

adjusts  to  reduce  headlamp  glare. 
These  and  other  features,  like 
Ultra's  supercharged  engine, 
dual  air  bags,  and  anti-lock 
brakes,  are  further  reflections 
of  Buick  quality.  To  learn  more, 
call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


orp.  All  rights  reserved, 
nue  is  a  registered  trademark  of  GM  Corp. 
merica! 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  no-load  mutual  fund  seeking  long-term  growth  of 
capital.  It  employs  an  asset  value  approach -a  fundamental  investment 
philosophy -investing  in  companies  selling  below  their  private  market  value. 


IRAS  Available 


$1,000  Minimum  Initial  Investment 

Ask  about  our  monthly  automatic  investment  plan- 


For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 


Average  Annual  Returns 
Through  3/31  /94(a) 


One  Year  +11.5% 
Five  Year  +11.4% 
Life  of  Fund*  +16.0% 

'From  inception  March  3, 1986 


(a)  The  average  annual  returns  shown  above  are  historical  and  reflect  changes  in  share  price, 
reinvested  dividends  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  noted  above  does  not  guarantee  future  results. 
When  shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The 
prospectus  contains  more  complete  information,  including  management  and  distribution  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

Gabelli  &  Company,  Inc.  The  Gabelli  Asset  Fund 

Gne  Corporate  Center  •  Rye,  New  York  10580-1435 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOUCL  D  LEARN  A  LOT  FROM  A  DUMMY. 
L ICKLE  YOUR  SAFETY  BELT. 

For  more  intorrr,y<on.  call  the  Airbag  &  Child  Safety  Hotine  800-424-9393 


L 


ndustnes 


which  believes  that  the  industry's  (El 
will  be  slow— is  pushing  retrofit! I 
wants  to  equip  aging  DC-9s  with  ev 
quieter  engines,  new  avionics,  and  rfcr 
bished  interiors.  So  far,  however,  ilia 
no  takers.  Its  hottest  prospect,  Air  a 
ada,  decided  last  month  to  lease  25  e 
Airbus  319s  instead. 

The  U.  S.  and  European  requirenm 
for  quieter  planes  will  help  sparm 
mand,  but  so  will  changes  in  the  mafet 
Many  of  the  strongest  airlines  aijfi 
Asia,  where  robust  growth,  excemi- 
Japan,  is  fueling  a  boom  in  air  trft. 
Carriers  such  as  Air  China  and  S: 
pore  Airlines  need  jumbos  to  crosd 
Pacific  and  to  fly  to  Europe.  Boeinap 
pects  the  jumbo  jet  share  of  sal« 
rise  from  22%  now  to  30%  duringfc 
next  two  decades. 

point-to-point.  At  the  same  time,  At 
ufacturers  expect  higher  demandfe 
smaller  jets.  As  China  and  other« 
velop  their  infrastructure,  they'll  m 
these  for  regional  travel.  In  the  « 
and  Europe,  meanwhile,  the  trend  ■< 
focus  on  heavily  traveled  short-B 
routes— especially  for  smaller,  moreB 
cient  airlines.  Southwest  Airlines  ■ 
the  most  profitable  in  the  U.  S.,  m 
only  737s,  Boeing's  smallest  narrow™ 
Others  are  beginning  to  imitate  Sop 
west's  point-to-point  strategy,  relfi 
less  heavily  on  congested  hub-and-sj 
systems.  As  shorter  routes  gain  tr; 
airlines  can  justify  replacing  comm 
turboprop  planes  with  small  jets 

None  of  the  Big  Three  manufacl 
ers— Airbus,  Boeing,  or  Douglas— ft 
offers  a  plane  with  fewer  than  100  sm 
a  niche  dominated  by  British  Aerosjfc 
PLC  and  Fokker.  But  Douglas  hop« 
launch  a  100-seat  version  of  its  MI* 
And  Boeing  is  considering  its  first  7 
100  passenger  jet.  Boeing  will  w 
closely  with  manufacturers  from  Ja 
who  produce  major  parts  of  its  767 
777,  and  from  China,  also  a  key  supp 

Boeing's  move  is  partly  defen: 
Japan's  producers,  such  as  Mitsui 
Heavy  Industries  Ltd.,  have  been  I 
ing  into  production  of  their  own  si 
jet,  dubbed  the  ysx.  If  Boeing  team: 
with  them  instead  of  competing 
thinks  it  can  create  a  new  small  jet 
would  share  parts  and  pilots  with 
737.  "We  want  to  make  sure  we  Y 
Boeing  products  in  every  segmen 
the  market,"  says  Robert  L.  DeVore 
rector  of  product  strategy  analysis. 

Still,  the  best  strategy  for  boos 
sales  may  be  to  cut  costs.  That  v 
whenever  the  market  recovers,  pli 
makers  will  be  ready  for  takeoff. 

By  Dori  Jones  Yang  in  Seattle,  \ 
Stewart  Toy  in  Paris,  James  E.  Elli 
Chicago,  and  bureau  reports 
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more 

you 

under  stand 
some  thing 

the 
more 

things 
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can 
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with 
it. 


 C  JSFSOCo'O 


Obvious,  right?  Yet  so  often  overlooked.  Particularly  when  it  comes  to  insurance.  It's  amazing  how 
r  property,  casualty  and  life  coverage  can  work  for  you  once  you  understand  it.  That's  why  at  USF&G, 
ything  we're  doing  is  directed  toward  simplifying  and  clarifying  an  otherwise  confusing  process.  [In 
,  we're  out  to  change  the  very  nature  of  insurance.]  With  new  talents,  technologies  and  products  to 
v  from,  our  agents  can  make  your  money  work  harder.  [So  you  can  get  what  you  need,  and  eliminate 
t  you  don't.]  Ask  an  independent  a^ent  about  USF&G,  and  find  out  just     /////,  „ 

Jmh   II  ^  V  f 

we'd  handle  your  business  or  personal  insurance  needs  [hint:difterentlv].  Wa    L  \S  i  U 

^  V  INSURANCE 

E  DIFFERENCE  IS  UNDERSTANDING  \ 
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NEW  PRODUCTS  I 


RUN  TO  THE  SUPERMART 
AND  PICK  ME  UP  SOME  CACTUS 


Food  giants  are  discovering  the  salsa  in  the  U.S.  Hispanic  market 


F 


or  most  Americans,  nopalitos  aren't 
exactly  a  comfort  food.  A  product 
of  Mexico,  they're  sliced  cactus. 
But  nopalitos  can  set  off  waves  of  nostal- 
gia among  many  Hispanics.  As  can  to- 
stones  (green  fried  plantains)  from  Hon- 
duras, and  harina  pan,  a  corn  flour  from 
Venezuela  that  is  used  to  make  arepas, 
a  cousin  of  the  English  muffin.  They're 
all  big  sellers  for  Goya  Foods 


Inc.,  the  Secaucus  IN.  J.)  ethnic-ft 
distributor.  And  with  the  U.  S.  Hisp 
population  set  to  pass  26  million 
year,  other  companies  are  finding  i  i 
creasingly  hard  to  ignore. 


In  a  sign  of  the  growing  clout  of  < 
Hispanic  market,  executives  at  :  toi 
companies  as  Colgate-Palmolive,  Ne  |l).S.' 
PepsiCo,  Procter  &  Gamble,  and  CPC  n 
stepping  up  the  number  of  prod 
they're  shipping  from  Latin  Ame:  ingete 
Marketers  say  the  trend  has  acceler  itfUTli 
since  last  year's  passage  of  the  N 
American  Free  Trade  Agreement,  w 
opened  their  eyes  to  the  connection; 
tween  Hispanics  in  the  U.  S.  and  L  i 
America,  "nafta  has  given  peop 
wake-up  call  to  the  opportunities 
exist  even  beyond  Mexico,"  says  L 
Benning,  a  principal  at  the  Cambr 

to  doi 


Group  consulting  firm. 

IMMIGRANT  BRANDS 


Products  sold  in  Latin  America  and  now  being 
marketed  to  Hispanics  in  the  U.S. 


W$TU  Nestum  m 
cerea/s~oats  „• 

anda  Beatrice  [ 
dfydrafed  soups  N  > 
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such  ] 
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This  announcement  appears  as  a  matter  of  record  only. 


$170,000,000 


CASTLE  HARLAN  PARTNERS  II,  L.P. 


in  partnership  with  management  has  acquired 


TRUCK  COMPONENTS  INC. 


The  undersigned  initiated  the  acquisition,  assisted  in  arranging  financing, 
and  acted  as  financial  advisor  to  Castle  Harlan  Partners  II,  L.P. 


June  20.  1 994 


CASTLE  HARLAN,  INC. 


New  York 
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That's  in  ample  evidence  on  store 
3lves  these  days.  In  April,  Nestle  be- 
i  rolling  out  Nido,  a  powdered  milk  it 
Is  in  Mexico,  and  Nestum,  its  Vene- 
tian breakfast  cereal.  In  California, 
Deter  &  Gamble  recently  began  test- 
rketing  Choco  Milk,  a  powdered  milk 
sells  in  Mexico.  Late  last  year,  some 
il-Mart  stores  started  carrying  Maizo- 
one  of  the  big  Mexican  cereal  brands, 
the  U.S.  About  the  same  time,  Col- 
e-Palmolive  Co.  began  marketing  its 
xican  household  cleaner,  Fabuloso,  in 
5  Angeles  and  Miami. 
forable  trend.  Most  of  the  products 
in't  big  revenue  producers  yet.  But 
ya's  performance— since  1990,  sales 
re  risen  from  $300  million  to  $480 
lion— has  fueled  marketers'  hopes. 

0  whetting  their  appetites:  the  cross- 
r  of  such  Hispanic  specialties  as  salsa 
)  the  general  market.  CPC,  which  has 

1  of  the  most  ambitious  growth  plans, 
>es  to  double  its  Hispanic-product 
js  to  $300  million  in  the 

:t  five  years.  Others  are 
dng  for  more  incremental 


growth.  Colgate's  goal  is  "to  develop 
growth  markets  in  otherwise  flat  busi- 
ness categories,"  says  Stephen  Fogarty, 
executive  vice-president  for  marketing. 

Since  many  U.  S.  consumer-product 
companies  have  cut  back  on  product  de- 
velopment, importing  brands  from  Latin 
America  means  they  can  gain  entry  to 
new  categories  without  spending  much 
on  research  and  expensive  product 
launches.  "They're  leveraging  the  brand 
familiarity  and  awareness"  Hispanics 
brought  with  them  when  they  came  to 
the  U.  S.,  notes  Les  Pugh,  a  food  analyst 
at  Salomon  Brothers  Inc.  Many  U.S. 
companies  have  acquired  Latin  brands  in 
international  expansions.  For  example, 
PepsiCo,  which  bought  controlling  inter- 
est of  Gamesa,  one  of  Mexico's  biggest 
cookie  makers,  has  begun  selling  Game- 
sa products  to  U.  S.  Hispanics. 

Demographics  work  in  the  companies' 
favor.  The  number  of  Hispanics  in  the 
U.  S.  grew  seven  times  the  rate  of  the 


foes  and  pas 


K"o;|- dried  so^?1 

^asta  sauce 
''quid  seasone 


Lizono  liqui 


wW  IO0DS  Goya  b^nd 
madurAX5  cactus); 

arina  pan  cornflour), 
frozen  yucca  (cassava) 


general  population  between  1980  and 
1990.  By  the  year  2000,  according  to 
Census  Bureau  projections,  the  Hispanic 
population  is  expected  to  grow  to  31 
million.  Half  the  Hispanics  currently  liv- 
ing in  the  U.  S.  came  between  1980  and 
1990.  The  marketing  recipe  is  simple, 
says  Joseph  Unanue,  Goya's  president: 
"Follow  the  trend  of  migrating  Hispanics 
who  are  coming  in  and  market  the  prod- 
ucts they  know  from  home." 

But  a  Latin  birthplace  doesn't  guaran- 
tee success.  Goya,  for  example,  flopped 
when  it  tried  to  change  panela,  raw 
brown  sugar  sold  in  block  form  that  Co- 
lombians grate  for  use  in  desserts  and 
drinks.  Goya  decided  to  sell  the  product 
already  granulated,  to  make  it  more  con- 
venient. It  turned  out  that  people  pre- 
ferred to  scrape  the  sugar  themselves, 
thinking  it  tasted  better  that  way.  It 
didn't  really  taste  better,  a  Goya  execu- 
tive says,  "it  was  all  psychological."  The 
lesson:  Even  in  panela,  percep- 
tion is  everything. 

By  Laura  Zinn  in  New  York, 
with  bureau  reports 


Mai 


AMIZORO 


'zoro  corn 


es, 


Introducing  the  $139  investment  no 
computer  user  can  afford  to  be  without... 


"Don't  take  chances. ..Get  the 
ultimate  protection:  Back-UPS 
fromAPC." 


PC  World 

Top  20 
Upgrade 


Call  for  your 
FREE  60  page 
PC  power 
protection 
handbook! 


Blackouts,  brownouts,  sags...  if  you  use 
computers,  your  bottom  line  is  directly  linked 
to  your  power  line.  The  fact  is,  your  data  and 
hardware  are  vulnerable  to  problems  that  surge 
suppressors  and  power  directors  just  aren't 
equipped  to  handle. 

Now  there's  an  Uninterruptible  Power  Supply  (UPS)  to  suit 
any  budget.  Back-UPS®  are  perfect  protection  for  LAN  servers, 
personal  computers,  phone/fax  systems,  POS  equipment,  or  any 
other  device  that  can  go  down  when  the  power  does.  If  lightning 
is  a  concern,  Back-UPS  are  even  backed  by  a  $25,000  insurance 
policy  against  surge  damage  to  your  equipment  (see  details). 

So  don't  wait  for  the  inevitable  power  problem  to  rob  your 
business.  Protect  your  productivity  with  Back-UPS,  available 
where  quality  computer 
products  are  sold. 


APC  Back-UPS  provide 
instantaneous  battery  power 
during  power  disturbances, 
so  your  data  and  hardware 
ire  safe!  


AMERICAN  POWER  CONVERSION 

800-800-4 APC,  dept.  J3 


Local  phone  and  fax  for;  Germany  -  Fax:  089.950.51.66,  United  Kingdom -Fax:  81.667.1947,  France  -  NoVert:  05.0,9.24.07 
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The 
course  of 
computing 
is  hereby 
changed. 


From  waiting. 


IRuns  some  software  fast. I 


powered  by  To  see  the  most  obvious  difference  between  computers  powered  by  the  PowerPC"  micropro- 
M0T0R0LA    i     ir  and  those  based  mi  the  Intel  Pentium  microprocessor,  simply  run  a  little  software. 


What  you'll  see  is  this:  PowerPC  computers  will  run  software  extremely  fast;  in  some  cases  as  much 
as  three  times  faster  than  Pentium  computers. 

Why  are  PowerPC  computers  so  much  faster?  There  are  two  primary  reasons. 

First,  the  PowerPC  microprocessor's  advanced  RISC  technology  features  a  higher  performance  floating 
point  processor  that  accelerates  software  graphics  performance.  Since  software  is  getting  more  graphical 
all  the  time,  that's  very  important. 

Second,  major  software  companies  are  introducing  new  high-speed  versions  of  their  software  to  take 


The  PowerPC  Microprocessor.  The  Rise  Chip. 


? 1994  Motorola,  Inc  The  Powered  by  Motorola  logo  H  a  trademark,  and  Motorola  and  the  "  are  registered  trademarks  of  Motorola.  Inc  PowerPC  and  the  PowerPC  logo  are  trademarks  of  IBM  Corp  and  are  used  by  Motorola,  Inc.  under  Itcen. 

trademarks  of  Microsoft  Corp  UNIX  (s  a  registered  trademark  of  UNIX  System  Laboratories,  a  wholly  own* 


To  working. 


(Runs  more  software  much  faster.) 


full  advantage  of  the  PowerPC  microprocessor's  higher  performance.  (Interestingly,  many  haven't 
done  the  same  for  our  competitor  s  microprocessor.) 

One  final  note  on  software:  PowerPC  computers  actually  run  more  software  than  computers  based 
on  Pentium  microprocessors.  With  PowerPC  computers,  you  can  run  Macintosh",  OS/2;  MS-DOS; 
Windows;  UNIX"  and,  soon,  Windows  NT  "software. 

To  see  the  PowerPC  microprocessor  at  work,  see  Apple's  new  Power  Macintosh"  at  your  reseller 
today.  Or  for  a  free  copy  of  our  PowerPC  Microprocessor  Update,  call  1-800-845-MOTO  (in  Europe, 
call  44  272  447760). 

See  the  difference  between  waiting  and  working. 


MOTOROLA 


M  Corp.  OS/2  is  a  registered  trademark  of  IBM  Corp  Power  Macintosh  Is  a  trademark  and  Apple  and  Macintosh  are  registered  trademarks  of  Apple  Computer.  Inc.  Windows  NT  is  a  trademark  and  MS-DOS  and  Windows  are  registered 
try  of  Novell,  Inc.  Pentium  is  a  trademark  and  Intel  is  a  registered  trademark  of  Intel  Corp.  All  rights  reserved. 


conomics 


IMMIGRANTS  I 


IT'S  REALLY  TWO 
IMMIGRANT  ECONOMIES 


Refugees  and  illegals  cost  the  U.S.  money — but  other  immigrants  more  than  pay  their  way 


REFUGEES  ON  THE  DC 


CAMBODIA  TO  CALIFORNIA:  FOREIGN-BORN  HOUSEHOLDS  GET  32%  OF  THE  STATE'S  CASH  AID 


Origin           Percent  of  housed) 
on  welfare,  1) 

lAMBODIA 

A  Q  1 
HO.< 

1  A  AC ' 

lO.' 

DOMINICAN  REP. 

27.' 

VIETNAM* 

25.1 

SOVIET  UNION* 

16. 

CUBA* 

16.1 

MEXICO 

11.: 

CHINA 

10.- 

HAITI 

9. 

KOREA 

8. 

JAMAICA 

7.1 

COLOMBIA 

7.1 

EL  SALVADOR 

7.: 

INDIA 

TAIWAN 

3.: 

LEGAL  REFUGEES 

16.1 

NONREFUGEE 
IMMIGRANTS 

74 

NATIVES 

7.4 

'Major  sources  of  legal  refugees 

DATA:  GEORGE  BORJAS,  CENSUS  BUREAU 

Across  the  country,  immigration 
is  the  subject  of  an  impassioned 
and  often  bitter  debate.  At  is- 
sue: Is  the  influx  of  more  than  a  million 
immigrants  a  year  a  big  plus  for  the 
U.  S.  or  a  net  minus? 

Anti-immigration  forces  argue  that 
immigrants  force  overburdened  state 
and  local  governments  to  pay  more  for 
welfare,  schools,  prisons,  and  health 
care.  Indeed,  California,  Florida,  and 
other  states  are  demanding  increased 
federal  funding  to  pay  for  the  cost  of  im- 
migrants, while  Governor  Pete  Wilson  of 
California  is  supporting  the  "Save  Our 
State"  initiative,  which  would  deny  edu- 
cation and  most  health  care  to  illegal 
immigrants.  At  the  same  time,  advo- 
cates say  immigrants  add  far  more  to 
the  economy  in  the  way  of  taxes  and  a 
productive  workforce  than  they  subtract. 

But  behind  the  cacophony,  a  funda- 
mental truth  about  immigration  is 
emerging  from  recent  economic  research. 


To  the  degree  that  there  is  an  immi- 
gration problem,  it  is  caused  by  two 
groups:  immigrants  who  enter  the  coun- 
try illegally  and  legal  refugees  who  are 
admitted  because  they  come  from  ex- 
communist  countries,  such  as  Cambodia, 
Laos,  Vietnam,  and  the  former  Soviet 
Union.  These  two  groups,  averaging 
about  300,000  to  400,000  immigrants  a 
year,  tend  to  have  less  education  and 
lower  wages  than  the  average  native- 
born  American.  And  the  refugees,  es- 
pecially, are  much  more  likely  to  be  on 
welfare  than  the  typical  American. 
ON  the  DOLE.  By  contrast,  the  other 
700,000  to  800,000  immigrants  who  come 
in  under  the  regular  immigration  sys- 
tem more  than  pull  their  own  weight 
in  the  U.  S.  economy.  These  nonrefugee 
legal  immigrants  are  generally  well  edu- 
cated and  depend  little  on  welfare.  And 
studies  show  that  unlike  the  other  two 
groups,  they  pay  far  more  in  taxes  than 
thev  take  in  services.  That  means  that 


efforts  to  fix  the  U.  S.  immigration 
tern  should  focus  on  changing  pol 
toward  refugees  and  illegal  immign 

Lumping  all  three  groups  toge 
presents  a  distorted  picture  of  the 
pact  of  immigrants.  Take  welfare 
study  based  on  1990  census  data  sh 
that  immigrants,  taken  as  a  whole, 
much  more  than  their  fair  share  of 
fare.  While  only  8.4%  of  household 
the  U.  S.  are  foreign-born,  they  rec< 
13.1%  of  public-assistance  spend 
That's  according  to  George  Borjas 
economist  at  the  University  of  Califo 
at  San  Diego  (box,  page  76).  In  Cali 
nia,  foreign-born  households  receive 
of  all  cash  assistance. 

But  look  a  little  closer,  and  it  ti 
out  that  most  immigrants  have  notl 
to  do  with  welfare.  The  only  immigr; 
that  are  heavy  users  of  welfare  are 
legal  refugees.  Borjas  found  that  It 
of  refugee  immigrant  households  art 
welfare,  compared  with  only  7.8%  of 
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Franklin  Tax-Free  Income  Funds 


Tax-Free  Investing  Makes 
More  Sense  Than  Ever. 


Are  you  sure  your  income  taxes  haven't 
been  increased  under  the  nation's  Revenue 
Reconciliation  Act?  There  is  no  question  that  you 
are  being  taxed  in  many  other  ways:  property 
taxes,  sales  taxes,  use  taxes  —  to  name  a  few.  At 
least  you  can  protect  your  investment  income 
from  income  taxes  with  Franklin's  tax-free  funds. 

Franklin  offers  a  selection  of  42  tax-tree 
funds.  Many  pay  dividends  exempt  from  both 
federal  and  state  regular  income  taxes,  so  you  may 
be  eligible  for  double  tax  savings.'''  Franklin's  tax- 
free  funds  offer: 

*  High  Monthly  Tax-Free  Income 

*  Professional  Portfolio  Management 

*  The  Power  of  Tax-Free  Compounding 

*  Low,  $100  Initial  Investment 

Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 


fFor  investors  subject  to  federal  or  state  alternative  minimum  tax,  all  or  a  portion  of  these  dividends 
may  be  subject  to  such  tax,  depending  on  the  fund-  Capital  gains  distributions  and  ordinary  income 
from  accrued  market  discount,  if  any,  are  generally  taxable. 
Franklin /Fempieton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext .  1212 

Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

///  i.'  I  would  like  a  free  prospectus 
containing  more  complete  information  on  a 
Franklin  tax-free  income  fund,  including 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

Q  /  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 


State/Zip 


I  )aytime  Phone 


F  R  A  Ni  K<  L  I  NJ 


A  Member  of  the  $112  Billion  Franklin /Templeton  Group 


conomics 


refugee  immigrants.  For  immigrants  who 
arrived  in  the  second  half  of  the  1980s, 
the  disparity  was  even  greater.  About 
31%  of  recent  refugee  immigrant  house- 
holds are  on  welfare,  far  more  than  the 
5%  of  nonrefugee  immigrants. 

The  high  welfare  use  by  refugees  is  a 
legacy  of  the  cold  war.  Since  Fidel  Cas- 
tro took  over  Cuba  in  1959,  the  refugee 
category  in  practice  has  been  used  al- 
most entirely  for  people  fleeing  commu- 
nism. Because  of  the  political  popularity 
of  anticommunism,  refugees  have  been 
treated  very  well.  They're  immediately 
eligible  for  welfare  and  a  range  of  bene- 
fits exceeding  even  what  native-born 
Americans  get. 

By  contrast,  other  legal  immigrants 
are  not  entitled  to  welfare  until  they 
have  been  in  the  country  at  least  three 
to  five  years.  Even  after  that,  accepting 
public  assistance  makes  it  much  more 
difficult  to  bring  relatives  into  the  coun- 
try. "If  you  talk  about  welfare  problems 
of  immigration,  then  we  need  to  look  at 


Refugees  are  immediately 
eligible  for  welfare  and 
benefits  exceeding  even  what 
native-born  Americans  get 


integration  policies  for  refugees,"  says 
Jeffrey  Passel  of  the  Urban  Institute, 
who  co-authored  a  recently  released  re- 
port entitled  Immigration  and  Immi- 
grants: Setting  the  Record  Straight. 

Another  common  fear  about  immigra- 
tion is  that  the  U.  S.  is  being  inundated 
by  a  wave  of  unskilled  peasants  from 
Third  World  countries.  Once  again,  the 
raw  statistics  indicate  reason  for  con- 
cern. About  41%  of  recent  immigrants 
haven't  completed  high  school,  compared 
with  23%  of  native-born  workers,  ac- 
cording to  the  1990  census. 


But  again,  almost  all  of  the  "ec 
tion  gap"  is  due  to  legal  refugees  ai 
legal  immigrants.  In  1990,  75%  of  re 
arrivals  from  Mexico,  El  Salvador, 
Guatemala— the  main  sources  of  it 
aliens— did  not  have  a  high  school 
ma.  About  46%  of  the  immigrants 
the  main  refugee-producing  coun 
also  had  no  high  school  degree,  ad 
ing  to  the  Urban  Institute  study, 
situation  is  far  different,  however 
the  great  mass  of  recent  immigrl 
who  are  neither  illegal  nor  refug! 
About  33%  have  a  college  degree,  < 
pared  with  only  20%  of  native  worl 
hostility.  Perhaps  the  single  most 
tentious  topic  in  the  immigration  de 
is  whether  immigrants  contril 
enough  taxes  to  pay  for  the  sen 
they  receive.  The  question  exploded 
the  public  eye  in  1993,  when  Donal 
Huddle,  a  labor  economist  at  Rice 
versity,  produced  a  report  conclu 
that  immigrants,  including  illegals 
refugees,  pay  far  less  in  taxes  than 


ENOUGH  ALREADY  WITH  THE  HUDDLED  MASSES 


I  t  should  come  as  no  sur- 

I  prise  that  the  leading  im- 
U  migration  economist  in 
the  U.  S.  is  an  immigrant. 
As  a  boy  of  12,  George  J. 
Borjas  came  to  the  U.  S.  in 
1962,  part  of  the  first  wave 
of  refugees  from  Castro's 
Cuba.  And  he  fondly  remem- 
bers growing  up  in  Hoboken, 
N.  J.,  in  a  neighborhood  of 
Italian  immigrants. 

But  unexpectedly,  Borjas, 
an  economist  at  the  Univer- 
sity of  California  at  San  Die- 
go, is  also  one  of  the  most 
influential  voices  calling  for 
a  tighter  immigration  poli- 
cy. When  he  first  started 
working  on  the  economics  of 
immigration  in  1980,  he  re- 
calls, "I  believed  in  free 
trade  and  open  borders."  But  since 
then,  Borjas  has  become  concerned 
that  the  U.  S.  is  allowing  in  too  many 
immigrants  with  little  education  at  a 
time  when  the  economy  demands  ever- 
higher  levels  of  skills  and  training. 
NEW  underclass.  Moreover,  Borjas 
worries  that  the  low-skilled  immigrants 
entering  the  country  now  are  laying 
the  foundation  for  a  new  underclass 
that  could  create  economic  and  social 
problems  well  into  the  next  century. 
He  examined  the  Great  Migration  of 
the  late  1800s  and  early  1900s  and 


BORJAS:  REFUGEE  PROGRAMS  "HAVE  REALLY  BACKFIRED 


found  that  skill  and  wage  deficits  per- 
sisted for  several  generations.  That  is, 
if  an  immigrant  ethnic  group  had  a 
lower-than-average  education  when 
they  arrived,  their  descendants  also 
were  likely  to  be  less  educated  and 
have  lower  wage  rates.  "Ethnic  skill 
differentials  disappear  very  slowly," 
says  Borjas.  "It  might  take  four  gener- 
ations, or  roughly  100  years." 

A  refugee  himself,  Borjas  is  espe- 
cially concerned  about  high  welfare  us- 
age among  the  latest  wave  of  refu- 
gees. In  such  groups  as  Cambodian 


and  Laotian  immigrant 
nearly  50%  of  all  househol 
are  on  welfare.  "We've  ma" 
a  major  mistake,"  says  Bl 
jas.  "The  special  efforts  j 
help  refugees  have  res 
backfired.  We  introduce  p| 
pie  to  these  programs, 
then  they  stay  on  them." 

NO    ADVOCACY.  Althoul 

Borjas  has  become  convinq 
that  immigration  poli| 
needs  to  be  reformed, 
has  resisted  becoming 
closely  associated  with  ar 
immigration  groups.  "I  ma 
a  conscious  decision  to  st 
away  from  the  advoca 
role,"  says  Borjas.  "Tha 
not  my  job.  I  do  resear 
for  a  living." 

Still,  Borjas  is  taking 
increasingly  visible  public-policy  ro 
He  is  on  California  Governor  P« 
Wilson's  economic  advisory  council,  a 
he  has  argued  that  the  country  nee 
to  do  a  better  job  upgrading  the  qu 
ity  of  the  immigrants  that  it  gets.  Th| 
includes  enforcing  the  laws  against  il 
gal  immigration,  reducing  the  soq 
benefits  offered  to  refugees,  and  m 
ing  it  harder  for  unskilled  immigra: 
to  enter  the  country.  Says  Borjas: 
more  I  study  immigration,  the  n 
concerned  I  get." 

By  Michael  J.  Mandel  in  New  Yc 
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be*W^-  he  Corporate  Line  of 

:     B    highly  productive  high/-  VV 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ment handling  arid  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Official  Copier  of 
WorldCup  94" 


Cation 


New  from  B  enh  a  m  . . 


America's  #1 
Money  Market  Fund 


Benham  Prime  Money  Market  Fund 

If  you're  looking  for  a  safe  way  to  earn  high  yields,  consid- 
er America's  highest-yielding  money  market  fund.  Benham 
Prime  Money  Market  Fund  ranked 
#1  of  446  general  taxable  money 
market  funds  based  on  its  seven- 
day  effective  yield  through  5/10/94 
(source:  Monei/  Fund  Report ,  published 
by  IBC/Donoghue,  Inc.). 


Seven-Day  Effective  Yield 


4.03% 


(through  5/1(1/94) 


Call  1-800-331-8331 

for  your  free  investment  guide 


□  The  Benham  Group 


<t:> 


Tr  ii 


no -I  o  a  d  in  ii  t  ii  a  I  fu  ii  d  s 

3.95%  is  the  Fund's  annualized  current  yield  for  the  7 -day  period  ended  5/10/94.  Effective  yield  assumes 
reinvestment  of  dividends.  Yields  will  vary  and  do  not  guarantee  future  results.  We  are  temporarily  waiving 
expenses;  otherwise,  the  Fund's  yields  and  ranking  would  have  been  lower.  An  investment  in  the  Fund  is  neither 
insured  nor  guaranteed  by  the  U.S.  government,  and  there  can  be  no  assurance  that  the  $1 ,00  share  price  will  be 
maintained.  Benham  Distributors,  Inc.,  1665  Charleston  Road,  Mountain  View,  CA  94043 
 Dept.  M4BWJ 


4 


For  more  information  about  HIV/AIDS,  call  the 
National  AIDS  Hotline,  Centers  for  Disease  Control.  1-800-342-AIDS; 
or  write  to  the  American  Association  for  World  Health. 
1129  20th  Street  NW,  Suite  400,  Washington,  DC  20038-3403. 
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cost  in  government  services.  Accon 
to  his  latest  calculations,  the  "immigj 
deficit"  nationally  is  about  $42  billio  \\.. 

Huddle's  analysis  received  widespi 
attention,  in  part  because  it  was  wi( 
disseminated  by  the  sponsor  of 
study,  the  Carrying  Capacity  Networ 
nonprofit  group  devoted  to  keep 
down  U.  S.  population  growth.  But  I 
die  was  hammered  by  a  wide  rangi 
economists.  "I  was  surprised  by  thej 
gree  of  hostility,"  he  says. 

The  most  direct  response  to  Hud 
came  from  Passel  of  the  Urban  Irf 
tute.  Earlier  this  year,  the  think- 
demographer  published  a  point-by-pji 
rebuttal  of  Huddle's  analysis,  concji 
ing  that  immigrants  generate  a  net 
plus  of  $27  billion,  rather  than  the 
billion  deficit  asserted  by  Huddle. 

What  accounts  for  this  enormous  | 
ference?  The  main  criticism  of  Hudc 
study  was  that  he  far  understated  I 
taxes  paid.  For  example,  Huddle 
sumed  that  recent  immigrants  payf< 
Social  Security,  gasoline  taxes,  or 
employment  taxes,  which  together 


While  economist  Huddle 
sees  an  "immigrant  deficit 
of  $42  billion,  Passel  finds 
net  plus  of  $27  billion 


count  for  some  $28  billion  in  taxel 
year.  And  according  to  Passel,  Hud 
underestimates  the  income  of  legal  inj 
grants,  which  adds  some  $19  billion 
the  country's  tax  take. 

But  even  Passel  admits  the  bala 
sheet  for  illegals  and  refugees  is  ; 
nearly  so  positive.  By  his  calculatic! 
illegal  immigrants  impose  a  net  cost! 
government  of  some  $2  billion,  beca 
their  incomes  are  low  and  they  are  m 
likely  to  work  in  the  underground  ei 
omy,  where  they  don't  pay  taxes.  Rtji] 
gees,  too,  have  low  incomes  as  welll 
high  costs  for  welfare  and  other  soa 
services.  Indeed,  Passel  is  now  doinj 
study  for  the  Office  of  Management 
Budget  that  will  estimate  how  m 
states  spend  on  prisons,  education,  < 
Medicaid  for  illegal  immigrants. 

There's  little  doubt  that  a  tougl 
policy  toward  refugees  and  illegal  : 
migrants  could  go  a  long  way  towijs 
alleviating  many  of  the  immigration 
sues.  But  today,  as  in  the  past,  the  v 
majority  of  immigrants  bring  skills  £ 
energy  which  help  fuel  the  vitality 
the  U.  S.  economy. 

By  Michael  J.  Mandel  in  New  Y<i 
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I      v  vnere  will  all  tne 
mail  roads  and  smart  cars 
get  their  intelligence? 


s 


By  the  early  21st  century,  your 
r  will  be  equipped  with  an 
bctronic  map  that  will  navigate 
u  through  traffic.  A  computerized 
ice  will  direct  you  as  you 
ive.  Electronic  road  signs  will 
irn  you  of  traffic  congestion  and 
ggest  alternate  routes.  Traffic 
mals  will  automatically  adjust 
the  ebb  and  flow  of  cars. 
This  is  no  passing  fancy.  The 
:hnology  is  already  here.  And 
uch  of  it  is  coming  from  com- 
mies located  in  Fairfax  Countv. 


The  network  of  satellites,  sensors, 
onboard  computers  and  guidance 
systems  that  will  make  intelligent 
highways  and  vehicles  work 
are  by-products  of  technologies 
that  these  companies  developed  for 
the  national  defense. 

Further,  the  policies  that  will 
be  used  to  deploy  this  technology 
are  being  developed  at  Fairfax 
County's  George  Mason  University. 

Smart  ideas  like  smart  cars 
and  smart  roads  are  why  smart 
companies  move  to  Fairfax  County. 


If  you  want  to  compete  in 
the  21st  century,  it's  the  best  route 
you  can  take. 

i  1 

Please  send  me  more  information  mi  the  business 
advantages  of  Fairfax  County. 

Name  


Title 


Company 
iddress 


City 


State 


Zip_ 


Phone 


Fairfax  County  Economic  Development  Authority 
8300  Boone  Boulevard,  Suite  450,  I  ienna,  I  irgirua  221H2 
Telephone  703-790-0600,  Fax  703-893-1269  BUI„ 
l  I 


airfax  County,  Virginia.  The  21st  Century  Is  Here. 


orts  Business 


SOCCER  I 


PHILIPS:  PLAYING  BY  ITS  OWN 
RULES  AT  THE  WORLD  CUP 


It  learned  the  hard  way  how  to  take  on  high-profile  sponsorships 


ere's  the  deal.  Got  this  world- 
class  sports  event.  Total  TV  audi- 
ence is  32  billion.  You  get  to  put 
your  company  name  on  stadium  walls. 
You  can  stick  a  colorful  logo  on  all  the 
promo  hats,  T-shirts,  jogging  suits,  and 
doodads  you  want.  We'll  even  toss  in  a 
couple  hundred  VIP  tickets  for  every 
game.  All  it'll  cost  you  is  $20  million. 
You  in? 

Offered  essentially  that  deal  to  be- 
come an  official  sponsor  of  the  month- 
long  1994  World  Cup  soccer  tournament, 
Philips  Electronics,  the  $30  billion  Dutch 
industrial  giant,  said  Ja.  But  signing  on 
to  sponsor  this— or  any  other— high-pro- 
file sporting  event  was  no  open-and- 
shut  decision  for  management.  Nine 
times  out  of  10,  when  asked  to  spon- 
sor a  prestige-laden  sports  contest, 
even  the  Olympic  Games,  Philips 
says  no.  "Sponsoring  should  start 
with  your  marketing  problem  or  op- 
portunity and  not  with  a  proposal 
that  lands  on  your  desk,"  says  Peter 
Verest,  Philips'  coordinator  of  sports 
sponsorships.  "That's  our  prime  rule." 

It  isn't  the  only  one.  Philips  has 
a  Ten  Commandments  of  sports 
sponsorship,  acquired  from  the  expe- 
rience it  got  moving  from  the  ama- 
teur ranks  of  sponsoring  nation- 
al sports  events  in  the  1950s  to 
the  big  league  of  global  sponsors 
at  World  Cup  1986  in  Mexico. 

With  this  summer's 
tourney  set  to  kick  off  on 
June  17  in  Chicago,  the 
buzz  in  the  sports-market- 
ing world  is  that  some  of 
the  World  Cup  sponsors 
are  not  happy  campers: 
Witness  the  battle  be- 
tween Sprint  Corp.  and 
MasterCard  International 
Inc.  over  the  use  of  the 
Cup  logo,  and  the  instanc- 
es of  "ambush"  marketing 
(BW-May  2).  Yet  Phil- 
ips—the sole  European 
company  in  the  lot— so  far 
is  pleased  with  its  role 
and  its  payoff  prospects, 
largely  because  the  com- 


pany is  following  rules  it  set  for  itself. 

For  Philips,  the  first  Cup  contest  ever 
held  in  the  U.  S.  fits  an  actual  marketing 
need:  to  beef  up  its  corporate  brand 
name  in  a  growing  U.  S.  market,  where 
its  other  brands,  including  Magnavox 
and  Norelco,  are  better  known.  One  way 
to  do  that  is  to  pay  some  of  the  $20 
million  in  kind:  Soldier  Field,  where  Ger- 
many will  face  Bolivia  on  opening  day, 
needed  upgraded  stadium  lights.  Phil- 
ips Lighting  Co.  got  the  job  and  is  using 
the  stadium  as  a  kind  of  mega-show- 
room for  its  Arena  Vision  system,  neces- 
sary for  high-definition-TV  cameras.  Like- 
wise, whenever  one  of  the  nine  stadium 


PHILIPS'  TEN  COMMANDMENTS 
OF  SPONSORSHIP 


U  There  shall  be  a  natural 
relationship  to  products 


I  Results  shall  not  depend  on 
an  athlete  or  team 


The  event  shall  fit  the 
marketing  game  plan 


I  There  shall  be  a  major  role 
for  the  company 


There  shall  be  a  mass 
audience 

EJ  There  shall  be  direct 
exposure 


I  There  shall  be  no  legal, 
environmental,  or  other  hazards 


The  project  shall  not 
be  risky 


I  The  event  shall  be  well 
organized 

CD  There  shall  be  continuity 
with  past  sponsorships 


DATA  PHILIPS  ELECTRONICS 


operators  needs  a  TV  camera,  pn 
handset,  giant  video  display,  secxi 
system,  or  even  a  coffee  maker,  the 
propriate  Philips  division  will  have 
crack  at  providing  it.  "If  we  ha 
choice,  we  always  choose  to  pay  in 
uct,"  says  Verest.  "Sponsorship, 
all,  is  a  marketing  tool." 

Philips  will  also  get  to  highlight 
ucts  such  as  its  slow-selling  Com 
Disk-Interactive  players:  They  wi 
in  evidence  at  or  near  stadium  s 
loaded  with  World  Cup  stats,  trivia, 
past  highlights.  And  Philips'  75%-ov 
music-and-film  affiliate,  PolyGram, 
a  separate  deal  for  rights  to  the  off 
World  Cup  song,  Gloryland,  as  well  i 
videos  of  Cup  highlights. 
DYNAMIC  IMAGE.  Association  with 
Cup,  Philips  hopes,  will  also  contril 
to  a  more  dynamic,  youthful,  and 
ting-edge  corporate  image.  But  the 
goal  Philips  hopes  to  score  is  mere; 
sales.  In-stadium  advertising  right 
signboards  on  the  field  perimeter 
provide  a  key  assist  there.  "Vie 
should  see  those  boards  about  TA 
utes  per  [two-hour]  broadcast,"  s 
Gary  Pluchino,  vice-president  of 
cerne-based  ISL  Marketing,  wl 
negotiated  the  sponsorship  deal 
Philips'  experience  sponsoring 
1988  and  1992  Olympic  Games 
less  than  a  smash  hit.  For  one  tr 
Olympic  rules  ban  the  use  o 
signboards  entirely.  And  after 
ning  four  years  of  sales  numb 
Philips  exercised  its  right  of 
refusal  by  declining  to  sponsor 
1994  Winter  Games,  which  Mats 
ta  Electric  Industrial  Co.'s  Pan 
ic  Co.  then  grabbed. 

Despite  the  excitement  ov 
world  championship,  Verest  w 
that  "sponsorship  is  not  just  a 
glamour."  Philips  hasn't  had  any 
jor  glitches  with  the  World  C 
so  far.  But  snafus  sue 
the  week-late  arriva 
vip  tickets  for  the 
World  Cup  in  Italy 
give  a  global  giant 
flutters.  Some  risk,  in 
is  always  inherent  in  s 
sorship.  "When  we 
up,"  Verest  notes, 
don't  even  know  who 
[Cup]  teams  will  be."  S1 
a  risk  may  be  worth 
ing,  though.  "In  the  ei 
says  Verest,  "we  kr 
we'll  be  on  TV  in  180  cc 
tries."  That's  a  heads 
play  in  anyone's  book. 

By  Patrick  Oster 
Eindhoven,  the  Netherla 
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A  Guide  for  the  Small 
usinessand  Home  Office 


THE  PERFECT  SOLUTION 


Welcome  To 
Main  Street 


WordPerfect9 
MainStreet 


Introducing  some 
very  exciting  news 
from  WordPerfect 
Corporation.  It's  a 
remarkable  new  line  of 
easy-to-use  software  programs.  We  call  it 
WordPerfect®  Main  Street.'"1 

And  if  you're  looking  for  the  perfect  software 
for  your  home  or  office,  Main  Street  is  right  up 
your  alley. 

You  just  can't  find  a  better  or  more 
convenient  place  to  shop  for  software. 
Whether  it's  useful  tools  for  your  business, 
easy-to-use  applications  for  your  home,  or  fun 
entertainment  for  your  kids,  you  just  have  to 
look  on  Main  Street.  Looking  to  organize 
business  or  household  information?  Pick 
WpWordPerfecfi  Works.  Looking  for  something 
for  the  kids?  Try  one  of  the  Wallobee  Jack 
adventures.  You'll  find  all  these 
programs — and 
over  two  dozen  lb»ls 
more-on  Main  1  w  ^  *  ,J 
Street. 

Even  the  prices  on  Main  Street  are  friendly. 
Because  every  product  is  in  the  neighborhood 
of  $29  to  $149. 

Limited  supply  of  CD  samplers.  Call  today! 


Win  a  $149  value! 


And  you  can  get  WordPerfect  Main  Street 
at  your  friendly  neighborhood  ASCII  Group® 
dealer.  The  ASCII  Group ",  Inc.  is  the  leading 
chain  of  independently-owned,  full  service 
computer  resellers  throughout  the  U.S.  and 
Canada.  For  the  name  of  the  ASCII  dealer 
nearest  you,  call  the  toll  free  number  listed 
below.  We'll  also  send  you  a  CD-ROM 
sampler  of  WordPerfect  Main  Street 
products  and  enter  you  to  win  a  copy  of 
WordPerfect  InfoCentral,  a  personal 
information  manager  -  a  $149  U.S.  retail 
value! 

Call  1-800-283-3545  and  register  to  win 
your  own  copy  of  WordPerfect®  InfoCentral. 


WordPerfect 


Main  Street.™ 


Bringing  the  best  home. 


□SCI,  The  ASCII  Group  ,  Inc. 

•naB^     \  network  "I  lull  sen  ice  computet  dealers 


For  the  name  of  The  ASCII  Group  dealer  nearest  you: 


-354: 


rfeel  is  .i  registered  trademark ol  WordPerfect  Corporation  in  the  United  States  and  other  countries.  All  other  brand  and  product  names  art-  trademarks  of 
their  respective  companies.  I  he  ASCII  Croup  is  a  registered  trademark  and  service  mark  of  The  ASCII  Group®,  Inc.  All  rights  reserved. 
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dden  Impact 

NOT  HOW  BIG  YOU  ARE  - 
HOW  BIG  YOU  WORK 

I    nyone  who's  ever  sweated  to  start  a 
m  business  from  scratch  knows  the  old 
1  m  saying,  "it's  not  the  size  of  the  dog  in 
fight,  it's  the  size  of  the  fight  in  the  dog," 
ies  to  the  competition  between  companies 
Bt  the  job  and  do  it  right.  Once  larger 
panies  could  count  on  the  sheer  muscle  of 
nological  tools  to  hold  some  edge  over 
ler  companies.  Today  advances  in  every- 
5  from  telecommunications  to  image  pro- 
ing  equipment  is  helping  even  the  odds 
veen  the  corporate  Goliaths  of  the  world 
smaller,  but  just  as  tough  Davids, 
vny  small  business,  even  one  that's  run  from 
den  down  the  hall,  can  go  toe  to  toe  with 
W  competition  and 
1  out  ahead.  As 

as  the  talent  is  in 
e,  it's  possible  to 

bigger,  sound 
er  -  and  perform 
er  -  with  the  right 
pment  and  exper- 
of  course, 
ome  of  the  areas 
■re  advances  in 
•oprocessors,  image 
:essing,  integration 
printing  technolo- 
and  cost  efficiencies 
I  come  into  play 
jde  color  copying 
printing,  multime- 
and  telecommuni- 
}ns.  Those  gains 
S  resulted  in  afford- 

personal  comput- 
that  enable  one  to 
Everything  from 
lage  an  audio/ 
:o  presentation  to 
/vering  and  routing 
;  when  everyone 


Technological 
advances  continue 
to  redefine  the  capa- 
bilities of  equipment 
designed  for  small 
businesses  [and]  it's 
easy  to  get  caught  up 
in  a  numbers  game. 


Compaq's  Presario  425 


else  is  working  to  meet  a  deadline. 

Improvements  in  printer  technology  are 
bringing  higher  quality  output  within  the  reach 
of  even  home-based  businesses.  Last  month 
Microsoft  announced  plans  to  support  the 
Hewlett-Packard  line  of  Laserjet  4M  and 
LaserJet  4  Plus  laser  printers  with  software 
upgrades  for  Windows  3. 1 ,  Windows  for 
Workgroups  and  Windows  NT.  Both  printers 
deliver  600  dpi,  double  the  industry  standard 
of  only  a  couple  of  years  ago.  The  Microsoft 
software  enhancements  will  allow  users  to 
print  out  higher  resolution  documents  created 
with  Windows  applications. 

Because  technological  advances  continue  to 
redefine  the  capabilities  of  equipment  designed 
for  small  businesses,  seemingly  month  by 
month,  it's  easy  to  get  caught  up  in  a  numbers 
game  of  bits  and  bytes,  baud  rates  and  the  like. 

But  it  should  be  com- 
forting to  know  that, 
more  and  more,  the 
equipment  that  helps  a 
business  function  has 
been  designed  to  solve 
a  problem  -  rather 
than  demonstrate  the 
raw  capabilities  of 
someone's  R&D  lab. 
And  that's  the  way 
anyone  looking  to 
upgrade  his  or  her 
business  should  consid- 
er new  equipment. 

Office  in  a  Box 


■■■  he  technologi- 
cal centerpiece 
of  any  office 
remains  a  personal 
computer.  Finding  a 
computer  that  is  fast 
and  powerful  enough 
to  do  everything  from 
crunch  numbers  in  a 
flash  to  outputting 
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flashy  documents  is  probably  the  easiest 
part  of  buying  one.  Deciding  on  just  the 
right  configuration,  software,  and  peripherals 
to  get  the  job  done  right,  though,  is  the 
harder  part  of  the  equation.  The  good 
news,  though,  is  that  more  and  more  com- 
puter manufacturers  are  making  the  task 
easier  by  selling  PCs  that  have  been  config- 
ured with  small  business  needs  in  mind:  the 
right  software,  peripherals,  and  memory  so 
that  the  PC  can  make  a  business  more  pro- 
ductive the  minute  everything  has  been 
plugged  in  and  the  power  turned  on. 

"We  tried  to  incorporate  software  that 
would  make  it  usable  out  of  the  box  in  a 
small  office,  home  office  environment," 
Michael  Norris,  vice  president  of  Compaq 
Computer's  Consumer  Product  Group,  says  of 
his  company's  Presano  personal  computer  line. 
"We  want  the  user  to  be  able  to  emulate  the 
appearance  of  a  larger  corporation  without 
having  to  staff  up." 

Compaq's  600  and  800  series  CDS  (multi- 
media) Presario  PCs,  for  example,  come  pack- 
aged with  Microsoft  Works  (a  combination 
word  processor,  spread  sheet  and  database 
program)  a  CD-ROM  drive,  COMPEL  (a  multi- 
media presentation  package  including  sound, 
graphics,  and  video)  clip  art  for  desktop  pub- 
lishing, an  I  I  million  phone  number  business 
directory  on  CD-ROM,  the  ability  to  access 
photography  and  other  images  stored  using 
Kodak's  Photo  CD  format,  and  Microsoft 
Publisher,  an  entry  level  desktop  publishing 
package.  Compaq  Presario  CDS  800  series  PCs 
range  in  price  from  $  1 ,899  to  $2,299  depend- 
ing on  microprocessor  and  hard  drive  capacity. 

Compaq's  CDS  800  series,  in  fact,  typifies 
the  direction  PC  manufacturers  are  taking  with 
their  products.  Most  personal  computer  indus- 
try experts  say  that  within  a  year  or  two  it  will 
be  hard  to  find  anything  but  an  entry  level 
machine  without  a  CD-ROM  drive. 

"We  think  the  user  ought  to  be  self-suffi- 
cient with  the  product,  rather  than  having  to 
go  out  after  they've  bought  it  and  then  first  try 
to  figure  out  what  they  need  to  buy  to  make  it 


Because  the  tele- 
phone is  often  the 
first  -  and  most 
important  -  contact 
between  a  business 
and  potential 
customers,  products 
that  make  a  small 
business  sound  as  if 
it's  much  larger  than 
it  is  are  becoming 
increasingly  prevalent. 


!0W 


work  for  them,"  says  Norris.  The  software  Sop 
peripherals  package  was  assembled  based 
on  the  responses  from  focus  groups  and  or 
observing  what  small  business  owners  were  I 
buying  with  their  PCs,"  Norris  adds. 

That  strategy  was  also  behind  Compaq 
decision  to  include  a  voice  mail  system  in  tr 
600  series,  as  well  as  the  400  series,  which 
aimed  at  more  general  home  use.  Incoming 
messages  are  stored  on  the  computer's  har  • 
disk  drive  -  it  takes  about  one  megabyte  of  s  j^. 
age  capacity  for  a  one-minute  message.  The  : 
system  can  be  configured  for  up  to  999  sep  t 
rate  voice  mail  boxes,  with  messages  for  ea 
mail  box  displayed  on  screen  by  date  and  ti 
Prometheus  Products,  which  developed 
voice  mail  system,  also  sells  stand-alone  versi 
of  it  for  both  Macintosh  and  Windows  compul 
for  between  $200  and  $350  suggested  retai 

Because  the  telephone  is  often  the  first  -  - 
most  important  -  contact  between  a  busine  : 
and  potential  customers,  products  that  make 
small  business  sound  as  if  it's  much  larger  th 
it  is  are  becoming  increasingly  prevalent.  Voi 
mail  may  be  the  bane  of  the  business  landsc 
of  the  1990s  -  large  companies,  in  particular 
can  swallow  an  incoming  call  into  a  seeming 
impenetrable  morass  of  electronic  switching 
But  there's  nothing  worse  that  an  unanswere 
or  misrouted  call  in  the  first  place 
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\nd  there's  no  denying  that  voice  mail  can 
a  business  a  more  professional  appearance. 
\n  increasing  number  of  local  telephone 
lpanies  have  begun  offering  one  or  more 
is  of  voice  mail  to  their  residential  as  well 
usiness  customers.  Calls  are  stored  at  the 
Dhone  company's  central  office,  and  can  be 
leved  from  remote  locations.  Users  can 
gnate  several  voice  mail  boxes,  so  incoming 
can  be  routed  to  particular  people,  or  for 
icular  projects.  Although  the  cost  varies 
n  market  to  market,  voice  mail  for  a  small 
ness  costs  about  $6  a  month, 
for  people  who  want  a  self-contained  sys- 
,  there  are  several  voice  mail  products  -  in 
ince,  digital  answering  machines  that  have 
vn  up  -  that  are  sold  by  various  telecom- 
lications  equipment  companies.  Some  will 
die  incoming  data  as  well  as  voice  messages, 
just  about  all  offer  more  functions  and 
abilities  than  a  standard  answering  machine, 
lost  all  were  designed  to  meet  the  needs  of 
.11  offices  -  and  home  offices  in  particular. 

HOWTIME    FROM    YOUR  PC 


When  Bogen 
Communications  set 
out  to  develop  its 
first  voice  mail 
product,  the  company 
turned  to  a  home 
office  marketing 
consultant. 


When  Bogen  Communications  set  out  to 
develop  its  first  voice  mail  product,  for  exam- 
ple, the  company  turned  to  a  home  office  mar- 
keting consultant  and  quickly  arrived  at  a  set  of 
needs  that  should  be  built  into  the  company's 
FRIDAY  "Personal/Office  Receptionist." 

"We  had  to  come  up  with  a  device  with  a 
small  footprint  and  the  ability  to  combine  mul- 
tiple devices  and  functions,"  says  Ron  Sacher, 
Bogen  Communications  vice  president  of  busi- 
ness development. 

The  latest  version  of  the  all-digital  device 
incorporates  eight  voice  mailboxes,  including 


ntil  the  last  year  or  two,  multimedia 
"oducts  -  combining  text,  graphics, 
)und  and,  occasionally,  full-motion 
deo  -  were  typified  by  expensive 
svices  aimed  primarily  at  large  com- 
anies.  But  the  evolution  of  personal 
Dmputers  into  multimedia  machines 
as  begun  to  change  all  that. 

As  anyone  who's  spent  more  than  a 
:w  minutes  on  any  respectable  comput- 
"  still  can  attest,  multimedia  upgrade 
ts  for  PCs  have  become  widely  - 
nd  relatively  inexpensively  -  available, 
lost  kits  include  at  least  a  CD-ROM 
rive  and  a  sound  card  that  will  allow 
sers  to  run  audio/video  presentations 
irectly  from  their  computer. 

A  CD-ROM  looks  like  a  standard 
ompact  disc,  but  instead  of  storing 
jst  music,  it  can  hold  text,  images  - 


video,  in  some  cases  as  well  as  sound. 
Software  publishers  are  producing 
everything  from  games  to  encyclopedias, 
phone  books  and  advertising  presenta- 
tions on  CD-ROMs. 

One  such  package,  Crystal  Flying 
Fonts  Pro,  from  Santa  Clara,  Calif- 
based  CrystalGraphics,  allows  an  ad 
agency  or  marketing  department  to 
create  animated  3D  logos  and  titles 
and  output  the  results  frame-by-frame 
to  a  videotape  recorder  or  a  hard  disk 
drive.  The  $495  package  includes  a 
CD-ROM  containing  background  pic- 
tures, texture  maps  and  other  material. 

Where  CD-ROM  dnves  typically  cost 
$  1 ,000  or  more  just  a  couple  of  years 
ago,  a  growing  number  of  manufacturers 
offer  drives  that  sell  for  under  $300. 

Most  kits  include  "double-speed" 


Bogen 
Communications' 
FRIDAY,  the  personal/ 
office  receptionist 


CD-ROM  drives  which,  as  the  term 
implies,  can  access  data  twice  as  fast  as 
first-generation  CD-ROM  drives.  A  few 
manufacturers  have  introduced  triple- 
speed  and  quadruple-speed  drives,  but 
for  most  applications  incorporating 
video  on  screen  a  double-speed  drive 
will  do  nicely. 

That's  because  the  average  PC  can 
process  only  so  much  video  data  at  a 
time.  Where  triple-  and  quadruple- 
speed  drives  shine  is,  for  example, 
accessing  information  from  databases 
such  as  massive  telephone  directories 
stored  on  CD-ROMs. 

Prices  for  multimedia  upgrade  kits 
vary,  depending  on  the  manufacturer, 
exact  package  and  the  store,  but  most 
buyers  should  be  able  to  find  packages 
for  between  roughly  $400  and  $600. 
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one  that  routes  fax  or  PC  data  transmissions 
to  a  communications  port  and  three  for  outgo- 
ing voice  announcements.  It  also  forwards  calls 
by  placing  an  incoming  call  on  hold  while  it 
dials  and  connects  the  cail  to  another  number. 
The  single-line  version  of  FRIDAY  has  a  $399 
suggested  retail  price,  while  a  two-line  version 
lists  for  $499. 

An  updated  version,  due  in  stores  this  fall, 
will  add  "fax  on  demand,"  where  callers  will  be 
able  to  retrieve  any  of  I  3  different  documents 
on  their  fax  machine.  "You're  seeing  fax  on 
demand  emerging  as  an  advertising  tool,  and 
we  expect  it  to  be  big  in  other  areas." 

Particularly  for  home-based  businesses, 
enhancements  in  a  broad  range  of  other 
telecommunications  products  are  providing 
more  communications  punch  for  the  dollar. 
New  multi-line  telephones  -  often  with  built-in 
speakerphones,  expanded  autodial  functions 
and  other  features  -  are  making  it  easier  for 
the  small  office  to  function  efficiently  when 
there's  no  money  in  the  budget  for  a  recep- 
tionist. Among  the  better  known  suppliers  in 
this  area  are  AT&T,  GE,  and  Panasonic. 

All-in-One,  And  One-for-AII 

8flt|  ecause  time,  money,  and  space  are 

always  large  concerns  for  small  business- 
"  es,  equipment  manufacturers  have  been 
concentrating  on  building  multiple  functions 
into  single  devices.  While  no  one  has  yet 
devised  one  box  that  will  per- 
form every  electronic  task,  some 
companies  are  getting  close. 

In  addition  to  communications 
products  like  FRIDAY  and  others 
that  combine  voice  and  data 
functions,  another  area  where 
product  integration  makes  the 
most  sense- is  imaging.  Copiers, 
fax  machines,  and  computer 
printers  all  address  essentially  tlr- 
same  task  -  creating  hard  copy, 
either  from  data  or  an  original 
document.  So  why  not  create  a 


New  multi-line 
telephones  are 
making  it  easier  for 
the  small  office  to 
function  efficiently 
when  there's  no 
money  in  the  budget 
for  a  receptionist. 


Sharp'-.  CY-300  cordless  phone 


single  device  that  can  do  all  three? 

Two  such  products,  Okidata's  DOC  IT  lin 
of  document  processors,  and  OMNIFAX's  G 
function  as  plain  paper  fax  machine,  copier,  PC 
printer,  and  scanner. 

"Users  can  simultaneously  scan  one  docu- 
ment, print  a  second  and  send  or  receive  a 
third,"  says  OMNIFAX  Vice  President,  Jerry 
Hutton  of  the  G5.  The  $  1 ,995  list  machine  is 
windows-compatible  and  allows  users  to  fax 
documents  directly  from  their  PC. 

The  two  DOC  IT  products  from  Okidata, 
the  models  4000  and  3000,  list  for  $2,999  ant 
$2,499  respectively.  The  DOC  IT  3000  deliv 
ers  300  dpi  output,  while  the  higher  resolution 
DOC  IT  4000  has  400  dpi  output. 

As  an  upgrade  to  its  TF55  I  fax  machine, 
Toshiba  America  Information  Systems  intro- 
duced in  April  a  software  package,  ImageVisio 
2.0  that  allows  the  fax  machine  to  function  as 
computer  printer  and  scanner.  The  $299  soft 
ware  package,  according  to  Toshiba,  will  work 
with  any  PC  running  Windows  3. 1  or  3.0  and 
allows  users  to  print  or  fax  documents  direct! 
from  their  PC.  Users  can  scan  documents  thai 
will  fit  in  the  fax  machine's  paper  feeder. 

The  increasing  affordability  of  plain  paper  fa 
machines  -  it's  possible  to  find  reliable  model 
in  stores  for  less  than  $  1 ,000  -  is  one  of  the 
driving  forces  behind  the  development  of  all-i 
one  devices,  In  most  cases,  manufacturers  hav 
taken  a  plain  paper  fax  machine  and  added  th 
necessary  software  and  communication  ports 
to  connect  the  fax  machine  to  i 
computer  for  document  pnntin 
and  scanning. 

Canon's  Faxphone  Bl  60,  for 
example,  is  a  bubble  jet  plain 
paper  fax  machine  with  a  parallc 
port  for  connection  to  a 
Windows-compatible  PC.  The 
B I  60,  with  the  necessary  pnnte 
driver  software,  lists  for  $  1 ,565 

Within  the  thermal  fax 
machine  market,  combination  fax 
telephone  answering  machines 
are  becoming  increasingly  more 


f  Maurice  Fletcher  had  an  IBM  PC,  he  could  pick  up  the  phone  in  the  middle  of  the  night 
and  have  all  his  questions  answered.  Except  the  one  about  the  meaning  of  life. 


24-hour  support  on  IBM*  PCs. 
Now  available  to  Maurice  Fletcher. 
And  everyone  else. 


s 


NG  SECTION 


IMAGE    IS    (ALMOST)  EVERYTHING 


Whether  it's  a  sales  brochure,  a  report 
for  a  client,  or  flyer  that  will  be  slipped 
under  a  few  thousand  doorways,  at  the 
end  of  the  day  that  sophisticated  docu- 
ment created  with  the  help  of  a  few 
thousand  dollars  worth  of  electronics  is 
going  to  end  up  as  hard  copy.  And 
how  it  looks  will  determine  to  a  large 
extent  how  you  look  to  clients,  real 
and  potential. 

That's  why  advances  in  copiers  and 
computer  pnnters  are  so  important, 
and  why  choosing  the  right  one  can 
pay  dividends  to  the  bottom  line  many 
times  over. 

The  more  important  advances  in 
printer  technology  include  the  devel- 
opment of  near-typeset-quality  laser 
printers  at  affordable  prices,  and  the 
introduction  of  color  pnnters  that  sell 
below  $  1 ,000.  Similarly,  the  marked 
reduction  in  pricing  on  some  color 
copiers  is  also  bringing  them  within 
reach  of  small  businesses  and  some 
home  offices. 

The  growth  of  affordable  color 
printers  is  reflected  in  an  explosion  in 
color  pnnter  sales.  By  1 995,  according 
to  the  market  research  firm  of  BIS 


BJC-400 


Strategic  Decisions,  sales  of  color 
pnnters  in  the  U.S.  will  reach 
2.4  million  units  -  up  from 
only  360,000  in  1992. 

While  laser  pnnters  domi-  i  ^ 

nate  the  high-resolution  segment  of 
the  personal  computer  printer  market, 
color  printing  -  at  least  at  affordable 
levels  -  is  dominated  by  ink-jet  tech- 
nology in  one  form  or  another.  All  work 
in  essentially  the  same  way  by  combin- 
ing jets  of  cyan,  magenta  and  yellow  on 
a  page  to  create  full  color  images. 

One  example  of  the  new  genera- 
tion of  more  affordable  color  pnnters 
is  Canon's  BJC-600  bubble  jet  printer, 
with  a  selling  pnce  below  $650.  The 
plain  paper  color  printer  is  said  to 
deliver  360  dpi  resolution  for  standard- 
sized  documents. 

For  smaller  jobs  requiring  greater 
resolution,  Sony  Electronics'  Business 
and  Professional  Products  Group 
designed  a  digital  color  computer 
printer  capable  of  delivering  what  the 
company  terms  "photo-realistic"  hard 
copy.  The  4-inch  by  5.5-inch  output 
from  Sony's  UP-D 1 500C  has  a  maxi- 
mum resolution  of  664  by  5  1 2  pixels  - 
with  a  palette  of  more  than  1 6  million 
colors,  enough  for  near-typeset-quality 
images.  The  unit  has  a  suggested  retail 
price  under  $2,000. 

The  most  important  advance  in 
monochrome  printing  has 
to  be  the  introduction  of 
600-dpi  laser  printers  from 
a  variety  of  manufacturers 


Above:  Sharp's  Z-20 
compact  copier 

Left:  Canon's  color 
bubble  jet  BJC-600 


at  prices  common  to  300  dpi  laser 
printers  only  a  few  years  ago. 

Sharp  Electronics'  JX-9460PS  laser 
printer,  for  example,  is  PostScript-corn 
patible,  delivers  up  to  600  dpi  output, 
and  comes  with  62  fonts  built  in  for  a 
suggested  retail  price  of  $  1 ,  1 99. 

Some  of  the  most  dramatic  decline: 
in  hardware  pricing  over  the  last  few 
years,  though,  has  come  in  color  copiers 
By  applying  the  same  bubble  jet  tech 
nology  it  developed  for  computer 
pnnters  to  copiers,  Canon  over  the  las 
two  years  had  brought  the  entry  point 
for  color  copiers  down  from  the 
$20,000-plus  range  to  below  $5,000. 

"Color  copiers  were  for  large 
(advertising)  agencies,  graphics  compa 
nies,  and  copy  shops,"  notes  Jun  Iwasak 
Canon  Graphics  Systems  division  gen 
eral  manager.  "Over  the  last  two  years 
color  copiers  have  begun  moving  into 
the  small  business  environment." 

Iwasaki  says  more  than  half  the 
companies  that  are  buying  Canon's 
CJ- 1 0  and  CJ-7  color  copiers  -  priced 
at  $5,995  and  $4,495  respectively  - 
have  fewer  than  1 9  employees.  Both 
models  can  be  used  to  produce  color 
transparencies  and  can  print  on  card 
stock  as  well  as  regular  paper  stock. 

In  addition,  the  CJ- 1 0  can  be  con- 
nected to  Windows-,  Macintosh-  or 
Unix-compatible  computers  to  serve 
as  a  computer  printer  and  scanner, 
something  more  than  80  percent  of 
purchasers  do,  says  Iwasaki. 


Without  spending  a  fortune,  Sue  Kim  could  throw  out  that  "dull,  fuzzy, 
flickering,  lame  excuse  for  a  monitor"  she's  been  staring  at  for  the  last  two  years  and 
get  herself  an  IBM  Monitor.  There,  she  feels  better  already. 




The  IBM  Monitor. 
Now  available  to  Sue  Kim. 
And  everyone  else. 


YOU  RE  DOING  THE  DOARHi 

GRAB  THE  EAST  COAST 


THE  PROFIT  CHART.  AND  TOL 
WAIT,  DID  YOU  JUST  Oil 


Pretty  amazing.  Anywhere  else, 
you'd  need  extra  appendages  to  get  so 
much  done  so  quickly.  And  so  easi- 
ly. But  once  you  get  hold  of 
the  Microsoft  Office,  breezing 
through  a  complex  job  like  this 
is  just  plain  simple. 

Maybe  even  a  little  fun. 

For  instance,  look  at 
how  that  quarterly 
report  comes 
together. 
You  start  by 
writing  your 
basic  report  in 
Word,  our  intuitive  wore 


processor.  Like  all  the  best-selling       Instantly.  All  thanks  to  our  excluslf 
)grams  in  the  Microsoft     IntelliSense"  technology.  It  tracks! 


The  Microsoft  Office  family  of  prod- 
ucts fit  together  so  elegantly,  you'll  easily 
do  more  in  less  time.  All  by  yourself. 


Office,  its  considered  by  the  experts 
to  be  the  best  of  its  kind. 

Word  helps  you  in  lots  of  ways  • 
from  plugging  in  your  choice  of 
formats  to  fixing  common  typos. 


your  progress,  mal 
ing  everyday  functions  happen 
automatically.  And  making  the  moi 
involved  tasks  go  swimmingly,  too 
You  want  that  report  of  yours 


'Support  fi>t  thi-  Microsoft  t  tfficc  is  no  <  hargc ,  however,  normal  telephone  company  charges  .ippk  Mu  rosofl  support  services  are  subject  to  Microsoft's  then-current  pnet-s. 
United  States,  call  {X00>  ?70-X9%7,  Dept.  EYF.  In  Canada,  call  (800)  S6V904X  ( hitsidc  the  US.  and  Canada,  tall  your  local  Microsoft  subsidiary  or  (206)  9*6-8661.  Custom. 


ns,  and  conditions,  and  are  sublet  to  change  without  nonce  ©  l9***'!— 
*ho  arc  deaf  or  hard  of  hearing  can  reach  Microsoft  text  telephone  Clf^ 


LY  REPORT  AND  DECIDE  TO 
iURES,  PLOG  THEM  INTO 
IT  ALL  INTO  COLOR  SLIDES 
ILL  THAT  BY  YOORSELF? 


I )  be  backed  by  solid  data,  so  you 
b  i  lick  into  our  Microsoft  Access  data- 
ase.  In  a  blink,  the  information 
ou  need  is  front  and  center.  Any 
ray  you  want  it. 

Then  you  pop  those  regional  fig- 
res  straight  into  Microsoft  Excel, 
le  spreadsheet  that  makes  powerful 
H  nalysis  easy.  Here  IntelliSense  lets 
du  create  an  impactful  3-D  chart  in 
i  couple  of  moves. 

Drag  that  chart  into  Word  and 
ou've  got  one  impressive  report. 
did  changes  can  be  made  right  in 
lace.  Because  one  click  brings 

all  your  spreadsheet  tools 
right  to 

font  to 

resent  this  to  your 
artner?  Great.  Slip  into  the 
owerPoint  presentation  graphics 
rogram  and  get  compelling  slides 
t  your  fingertips.  Immediately. 

These  four  full-featured  pro- 
rams  all  work  in  the  same  consis- 
;nt  way,  so  you  re  free  to  concen- 


trate on  developing  your 
ideas. You  don't  even  have 
to  think  about  which  pro- 
gram you're  in. 

And  all  that  built-in 
intelligence  just  means 
you've  always  got  a 
helping  hand  when 
you  need  it  most. 

Our  support 
team  backs  up 
that  philosophy 
with  the  best 

assistance  you  can  get.  Fact 
is,  the  Microsoft  Office  programs 
are  the  only  products  of  their  kind 
with  unlimited  product  support 
available  for  no  service  charge* 
Only  Microsoft  Office  pulls 
the  tools  you  need  into  such  easy 
reach.  Quickly.  Ingeniously. 

Call  us  at  (800)  370-8957,  Depart- 
ment EYE  Then  we'll  send  you  our 
Office  Information  Kit. 

Or  go  by  your  nearest  computer 
store  and  get  your  hands  on  the 
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2nd  Quarter  Report 

Encore  move*  into  the  third  quarter  with  another  impre*flive  period  of  growth  in  sales  with 
overall  revenue*  at  $441,000  tor  Q2  Although  last  years  relatively  quiet  activity  mm  to  be 
safely  behind  u»,  there  are  «everel  key  it*  ue*  that  should  be  continually  scrutinized  tn  order  tc 
maintain  current  p  regret* 

•  Technological  advance*  in 
keyboard  found  production 

•  Demand  for  claiiic  model  guitar* 

•  Cool  down  of  *a*ophone  vale* 

Profit  Ratios 

Above -the -line  return*  for  Q2  reached 
t\43/XX>  Thi*  represent*  an  unu* ually 
***ee  above  our  normal 


'ram 

be  traced  almost  directly  to  a 


Any  tool  you  need  is  a 
ingle  click  away.  So  creating 
rich,  compelling  documents 
(and  slides)  is  a  cinch. 


Microsoft  Office.  You'll  find 
things  you  could  never  do  before 
are  easy  to  accomplish.  All  at  once. 


McrosoftOff.ee 


on.  All  riplm  reserved  Microsoft  Office  Professional,  shown  here,  includes:  Microsoft  Excel,  Word,  PowerPoint,  Microsoft  Access  and  a  Mail  workstation  license  (server  and  software  must  be  acquired  separately),  For  information  only;  In  the  50 
|  calling  (SOU)  B92-5234  in  the  United  States  or  (905)  568-9641  in  Canada.  Microsoft,  Microsoft  Access,  PowerPoint  and  the  Windows  logo  are  registered  trademarks  and  IntelliSense  and  Windows  are  trademarks  of  MkiomiIi  (  nrpor.iti.  .n 


common  and  affordable.  And  in  a  further 
enhancement  of  that  concept,  the  Panasonic 
earlier  this  year  introduced  the  first  fax/telephone 
answering  machines  with  a  cordless  telephone. 

The  company's  KX-F390,  suggested  retail 
pnce.  $  1 ,299.95,  is  a  thermal  fax  machine  with 
a  cordless  phone  that  operates  in  the  900 
MHz  range  for  greater  reliability.  The  tele- 
phone also  operates  as  a  remote  control  for 
fax  machine  functions. 

The  increasing  use  of  the  900  MHz  range 
by  cordless  telephone  manufacturers,  in  fact,  is 
bnnging  the  first  broad  range  of  relatively  inter- 
ference-free cordless  phones  to  the  mass 
market.  Older  cordless  phones  used  the  46-49 
MHz  bandwidth  and  were  prone  to  interfer- 
ence from  everything  from  fluorescent  lights  to 
electrical  motors.  A  number  of  manufacturers, 
including  Panasonic,  Uniden,  AT&T,  and 
Cincmatti  Microwave,  have  begun  selling  900 
MHz  cordless  phones,  for  prices  ranging  from 
about  $200  to  $300. 

You  Can  Take  It  With  You 

When  an  executive  with  a  large  cor- 
poration goes  on  the  road  to  meet 
with  clients,  trouble  shoot  a  prob- 
lem at  a  distant  subsidiary,  or  just  attend  a  con- 
ference across  the  country,  chances  are  work 
back  at  the  home  office  continues  to  hum 
along  nicely  without  his  or  her  participation. 

But  when  there  are  only  a  handful  of  peo- 
ple back  at  the  ranch  -  or  perhaps  no  one 
when  the  boss  is  also  the  only  employee  - 
road  tnps  can  become  harrowing  experiences. 

Luckily,  advances  in  portable  electronics 
have  made  it  easier  -  and  more  affordable  - 
to  create  a  reasonable  facsimile  of  a  working 
office  in  a  hotel  room,  and  without  straining 
the  back  muscles  too  badly  on  the  way.  The 
tnck  is  to  figure  out  what  you  need  to  do,  and 
what  it  will  take  to  get  the  job  done. 

The  heart  and  soul  of  any  portable  office  is 
a  portable  personal  computer.  This  is  one  of 
those  areas  where  buyers  are  enjoying  the  best 
of  all  possible  worlds:  smaller,  lighter,  and  more 


Most  hard  working 
executives  are  at 
their  job  long  after 
most  [hotel]  business 
centers  close  for 
the  evening.  The 
only  alternative  is  to 
bring  the  office  along 
for  the  ride,  or  at 
least  as  much  as  you 
can  carry  with  you. 


powerful  PCs  at  steadily  decreasing  prices. 

The  incredible  shrinking  nature  of  portab 
computers  can  be  seen  by  the  evolution  in 
designations:  from  "laptop"  computers  that 
rarely  weighed  less  than  1 0  pounds,  to  note 
book  computers  that  weighed  in  at  six  to 
seven  pounds,  to  subnotebooks  that,  at  less 
than  five  pounds  with  battery,  are  small 
enough  and  light  enough  to  carry  around  all 
day  in  a  bnefcase  without  scheduling  an  ext 
long  session  with  the  chiropractor. 

Exemplifying  the  new  breed  of  portable 
computers  is  Compaq's  3.5-pound  Contura 
Aero,  a  486- powered  subnotebook  line  tha 
ranges  up  to  a  486/33  color  LCD  version  w 
a  250  megabyte  hard  drive.  That's  more 
computer  than  most  desktop  users  could  ca 
upon  just  a  couple  of  years  ago. 

Monochrome  versions  of  the  Contura  A 
start  at  $1,399,  while  Aeros  with  color  LCD 
screens  begin  at  $2, 1 99. 

A  large  part  of  the  reduction  in  weight 
on  the  Aero  was  achieved  by  eliminating  tb 
floppy  disk  drive.  Although  that  might  be  a 
problem  for  computer  users  who  plan  to  sh 
floppy  disks,  Compaq  Consumer  Products 
Vice  President  Michael  Norris  says  that  "the 
majority"  of  people  who  use  a  portable 


iTA 


Compaq's  Contura  Aero 


SPECIAL       ADVERTISING  SECTION 


)  A  T  A    COMMUNICATIONS    FOR    THE  MASSES 


Data  communications  traditionally  has 
ieen  limited  by  the  fact  that  communi- 
:ations  networks  and  hardware  rarely 
peak  the  same  language.  Most  will 
exchange  data  based  on  the  lowest 
:ommon  denominator  of  unformatted 
ext.  But  it's  generally  difficult  if  not 
npossible  to  send  formatted  docu- 
ments, or  to  transact  business  from 
jpe  network  to  another. 

That  technological  tower  of  Babel 
nay  be  about  to  fall,  though,  if  a  data 
:ommunications  venture  announced 
ist  Winter  can  build  widespread  sup- 
)Ort  for  its  communications  software. 

General  Magic,  says  the  company's 
'resident  and  Chief  Executive  Officer, 
■larc  Porat,  has  developed  what 
imounts  to  a  data  communications 
>rotocol,  dubbed  "Telescript,"  and  a 
;raphics-based  user  interface,  "Magic 
lap,"  that  the  company  hopes  will  be 
incorporated  into  personal  communi- 
:ations  products  and  networks. 
Telescript  and  Magic  Cap  will  allow 
)ersonal  communications  devices  from 
different  manufacturers  to  exchange 
omnatted  information  and  to  retrieve 
ind  exchange  information  over  both 
vired  and  wireless  networks. 


The  first  network  is  expected  to  go 
on  line  this  summer,  when  AT&T's 
PersonalLink  service  is  expected  to  begin 
operating.  In  essence,  PersonaLink  will 
provide  a  platform  for  third-party  ser- 
vice developers,  much  the  same  model 
that  CompuServe  has  applied  to  its 
on-line  information  service.  AT&T 
expects  to  have  between  six  and  I  2 
applications  up  and  running  by  the 
time  the  service  starts,  according  to  the 
current  schedule. 

The  key  to  all  of  the  applications, 
according  to  General  Magic,  will  be  the 
so-called  "smart  messaging"  that  will 
add  intelligence  to  everything  from  fax 
and  e-mail  messages  delivered  through 
PersonaLink,  to  transactional  services, 
such  as  home  shopping  and  banking. 
As  described  by  General  Magic  execu- 
tives, messages  sent  back  and  forth 
using  Telescript  will  be  carried  by  intel- 
ligent electronic  "agents"  that  will  be 
able  to  do  everything  from  routing  a 
message  based  on  its  importance  and 
the  relationship  between  the  sender  and 
the  receiver,  to  negotiating  the  best 
deals  on  electronic  shopping  services. 

General  Magic  executives  say  they 
can  eventually  expand  Telescript  capa- 


bilities to  add  voice  and  handwriting 
recognition  to  Telescrip  t-equipped 
products.  Porat  estimates  that  25  third- 
party  information  providers  are  working 
on  applications  that  will  run  either  on 
the  AT&T  network,  independently  on 
Telescript-equipped  hardware  or  both. 

Magic  Cap  is  an  object-oriented 
user  interface  designed  to  make  wire- 
less data  communications  easy  for 
even  novice  users.  Even  some  of  the 
more  popular  on-line  data  networks  in 
the  United  States  have  failed  to  attract 
wide  audiences,  in  part  because  of  the 
difficulty  of  maneuvering  within  the 
network  Porat  and  other  General  Magic 
supporters  suggest  that  the  Magic  Cap 
user  interface  will  help  build  a  mass 
market  for  data  communications. 

Most  of  the  companies  that  have 
either  developed  personal  communica- 
tions products  that  incorporate  General 
Magic's  technology  are  also  investors  in 
the  company:  Apple,  AT&T,  Matsushita, 
Motorola,  Philips,  and  Sony.  Of  that 
group,  Sony,  AT&T,  and  Motorola 
have  already  unveiled  personal  com- 
munications devices  that  incorporate 
Telescript  and  Magic  Cap,  and  others 
are  expected  to  follow. 


mputer  use  a  hard  drive  for  data  storage. 
Most  people  who  need  to  send  files  from 
e  PC  to  another  are  doing  it  electronically, 
modem  or  fax,  he  notes.  "In  general,  the 
lole  country  is  moving  more  to  telecommu- 
:ations  to  begin  with." 
Just  about  all  notebook  and  subnotebook 
mputers  can  be  purchased  with  a  fax  ' 
Ddem,  either  built-in  or  as  an  external 
>tion,  that  can  be  used  to  transmit  files  and 
;ctronic  mail.  Compaq,  for  example,  sells  a 
reless  fax  modem,  suggested  retail  price 
out  $550,  that  can  be  used  with  a  cellular 


Even  someone  sitting 
on  a  beach  may  need 
to  produce  hard  copy 
from  time  to  time. 


phone  to  send  data  from  a  car  moving  at  50 
miles  an  hour  -  or  a  beachside  resort  as  the 
sun  is  setting.  Wireless  modems  that  connect 
most  portable  PCs  to  cellular  phones  are  avail- 
able from  a  variety  of  manufacturers. 

By  some  estimates,  in  fact,  data  transmissions 
will  account  for  up  to  $400  million  in  cellular 
phone  use  by  next  year.  While  that  pales  next 
to  the  $  1 0  billion-plus  in  voice  communication 
over  cellular  phones,  it's  a  good  indication  that 
more  than  a  few  people  who  work  while  on 
the  road  are  taking  their  office  with  them  - 
even  when  there's  not  a  phone  line  in  sight. 


From  The  Company 


That  Taught  The  World 
How  To  Combine  Power 
And  Affordability: 


Lesson  Two. 


hen  we  introduced  the  Compaq  ProLinea, 
it  was  more  than  just  a  new  computer.  It 
was  a  whole  new  idea.  The  first  computer 
to  deliver  the  right  features  and  high  quality  at  a 
price  that  was  affordable  for  everyone. 

And  now  we'd  like  to  build 
on  that  idea.  Introducing  our  newest 
ProLinea:  A  computer  that's  been 
designed  to  make  your  money  go  further  still. 

To  begin  with,  it's  fast.  Our  new  ProLinea 
offers  a  choice  of  Intel  processors,  right  up  to 
the  IntelDX4.  Video  is  up  to  27%  faster. 
With  support  for  a  128K  memory  cache,  you 
can  boost  speed  another  35%.  And,  should 
you  ever  thirst  for  greater  speed, 
you  can  easily  upgrade  to 
a  Pentium  OverDrive. 
But  going  faster  is  only  part  of  our  story. 
True  to  the  Compaq  spirit,  we  made  ProLinea 
even  easier  to  use.  It  comes  pre-loaded  with 
the  latest  version  of  Microsoft  Windows,  along 
with  TabWorks',"  which  graphically  simplifies 


the  way  you  view  and  organize  all  of  your  work. 

It  also  comes  with  built-in  Plug  and  Play 
capabilities,  bringing  new  ease  to  the  process 
of  adding  add-on  devices  and  expansion  cards. 

And  while  we  made  the  ProLinea  easier  to 
work  with,  we  also  made  it  easier  to  own.  It 
meets  Energy  Star  standards,  to  save  money 
in  the  long  run.  Better  still,  it's  priced  to  keep 
your  costs  down  today— starting  at  only  $950.* 
That,  of  course,  includes  all  the  benefits 
of  owning  a  Compaq,  from  our 
free  three-year  warranty"  to 
our  free  24 -hour  helpline.  ^^^Af^jyj 

If  you'd  like  a  demonstration  of  affordable, 
easy-to-use  power,  go  try  a  ProLinea  at  your 
nearest  authorized  Compaq  reseller.  If,  on  the 
other  hand,  you'd  like  to  receive  specifications 
via  fax,  just  call  1-800-345-1518,  choose  the 
PaqFax  option  and  request  document  #4032. 

It's  a  moment  in  computer  history  every- 
one can  savor  —  as  Compaq  raises  the  value  of 
a  dollar  once  again. 

COMPAQ 
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Even  someone  sitting  on  a  beach  may  need 
to  produce  hard  copy  from  time  to  time, 
though.  And  here  as  well  there  are  more  than 
a  few  alternatives. 

One  of  the  more  intriguing  packages  is  a 
laptop  PC  from  Canon  with  a  built-in  bubble 
jet  printer.  The  Notejet  486  is  a  486-powered 
notebook  with  a  360  dpi  resolution  bubble  jet 
printer,  and  two  PCMCIA  slots  that  can  be 
used  to  connect  memory  cards,  miniature  hard 
drives,  or  a  fax/modem  in  a  7.7  pound  package. 
The  Notejet  486  line  ranges  in  suggested  retail 
price  from  $2,499  to  $2,999,  depending  on 
configuration. 

For  those  who  already  own  a  notebook, 
several  manufacturers  offer  portable  printers. 
Sharp  Electronics'  JX-30,  for  example,  is  a  ther- 
mal transfer  printer  with  360  dpi  resolution  in 
a  slightly  less  than  one-foot-long  package  that 
weighs  just  under  two  pounds.  The  printer 
runs  off  a  standard  rechargeable  camcorder 
battery  that  can  handle  a  40-page  output  at  a 
time  between  charges. 

Beyond  the  workhorse  portable  computers 
and  related  devices  are  any  number  of  niche 
products  that  can  make  work  on  the  road  a  bit 
easier  to  handle.  As  anyone  who's  ever  attend- 
ed a  trade  show  or  conference  knows,  one 
of  the  tedious  chores  that  follows  any  of  those 
events  is  taking  the  stack  of  business  cards 
you've  collected  and  finding  some  way  to  orga- 
nize them.  One  solution,  from  Newport  Beach, 
Calif-based  Pacific  Crest,  is  dubbed  the 
"CardGrabber,"  a  handheld  device  about  the 
size  of  a  personal  stereo. 

The  CardGrabber  is  actually  a  customer 
designed  scanner  that  works  with  optical  char- 
acter recognition  software  designed  by  the 
company  to  enter  all  of  the  relevant  information 
-  name,  company,  address,  phone  and  fax 
number  -  into  the  appropriate  fields  in  a  data- 
base program  for  Windows-compatible  PCs. 
The  hardware/software  package  has  a  $399 
suggested  list  price.  A  version  for  Macintosh 
computer  s  is  expected  out  early  next  year, 
says  company  President  Rich  Sondheimer. 

One  of  the  keys  to  the  latest  generation  of 


Apple's  Newton  Messagepad  I  10  and  telescoping  pen 


Beyond  the  work- 
horse portable 
computers  and 
related  devices  are 
any  number  of  niche 
products  that  can 
make  work  on  the 
road  a  bit  easier 
to  handle. 


laptop  computers  has  been  the  developmenB 

add-on  cards  based  on  the  PCMCIA  (Perso 
Computer  Memory  Card  International  Asso 
tion)  standard.  PCMCIA  slots  on  many  of  th 
latest  laptop  computers  will  accept  PCMCI/ 
cards  configured  as  everything  from  fax/mod 
to  the  equivalent  of  an  add-on  disk  drive. 

IBM,  for  example,  offers  a  1 4.4  kilobit/secc 
fax/modem,  40MB  and  105MB  PCMCIA  har 
disk  drives  and  network  adapter  cards.  To  f; 
itate  data  exchange  between  desktop  PCs  a 
PCMCIA-equipped  laptops,  the  company  al 
sells  PCMCIA  desktop  adapters  that  essenti 
add  a  PCMCIA  slot  to  a  desktop  PC. 


Organizing  for  the 
Disorganized 

bout  two  years  ago,  former  Apple 
Computer  head  John  Sculley  unveile 
his  vision  of  personal  communicatior 
in  the  2 1  st  century:  a  handheld  device  that 
would  function  as  a  combination  videophon 
wireless  fax  and  electronic  mail  terminal,  anc 
electronic  personal  organizer.  He  dubbed 
the  product  a  "personal  digital  assistant,"  anc 
asserted  that  PDAs  would  quickly  become 
essential  business  tools  in  the  1990s. 


Our  new  plain  paper  FAXPHONEs 
are  perfect  for  your  ousiness's  future  because 
they  work  like  there's  no  tomorrow. 


""'he  more  successful  a  business  becomes,  the  busier  it  gets.  And 
.  the  busier  it  gets,  the  more  it  needs  one  of  Canon's  new  line  of 
1-fearured  plain  paper  Bubble  Jet'M  FAXPHONEs" 

The  FAXPHONE  B140,  B150  and  B160  come  with  an  adjust- 
!e  cassette  that  holds  100  sheets  of  letter-  or  legal-size  paper,  so  your 
Tipany  can  handle  the  increased  volume  of  faxes  it'll  be  receiving. 

All  three  have  UHQ™  Canon's  Ultra  High  Quality  image 
xessing  system,  so  they  can  transmit  faxes  of  unsurpassed  clarity, 
id  they  have  Bubble  Jet  printing  so  you  receive  faxes  with  laser- 
ality  precision. 


What's  more,  the  FAXPHONE  B150  features  a  built-in  digital 
answering  machine,  which  means  you'll  never  have  to  replace  a 
tape.  And  a  hands-free  speakerphone  so  your  people  can  talk  on 
the  phone  while  handling  all  that  extra  paperwork. 

The  FAXPHONE  B160  is  so  productive  it  can  actually  do  the 
work  of  two  machines.  It's  a  stand-alone  fax  machine.  And  when  it's 
connected  to  a  personal  computer,  it's  also  a  Bubble  Jet  printer. 

With  a  hardworking  lineup  like  this,  it's  no  wonder  Canon 
is  the  leader  in  plain  paper  facsimile.  For  more  information, 
call  1-800-4321-HOP. 


Come  see  the  Canon 
Greater  Hartlord  Open 
Jun  23  -  Jun  26  or  watch  it 
on  CBS  (Jun  25  ■  26) 


Thi-  Energy  Stat  emblem  does  not  represent 
EPA  endorsement  oj  any  product  or  service 


Canon 


A  PENTIUM  MACHINE  SO 


ADVANCED,  IT  EVEN 
REDUCES  THE  DRAG  ON 
YOUR  WALLET. 


L 


HIT  hul 


This  could  be  one  of  those  rare  occasions  when 
what  you  want  coincides  with  what  you  can  afford. 
You  want  speed.  You  want  a  good  price. 

That's  the  whole  idea  behind  our  new,  expanded 
Bravo  line.  These  machines  are  designed,  engineered 
and  tested  with  the  same  exacting 
level  of  attention  that  goes  into 
every  single  AST  computer. 

Our  new  Bravo  MT  mini- 
tower features  Intel's  incrediUv 
fast  Pentium™  60MHz  micro- 


Sl'i 


How; 


processor.  If  s  all  the  power  you  need  to  run  an  ei 
workgroup  or  the  latest  graphics-intensive  progr; 

There's  more  that's  new,  too.  Our  entire  Br; 
LC  family,  while  still  affordable,  has  new  muscim 
Intel  486  microprocessors  up  to  100MHz  anc 
a  VESA  local  bus  slot.  So  the  LC  is  fast  today, 
and  can  grow  right  along  with 
business  needs.  It's  even  upgradab 


BRAVO  LC  Intel  DX4/l00,486DX2/66,  486SX2/50, 
486SX/33,  4  ISA  slots  including  1 VL  slot,  5  drive  bays, 
Pentium  OverDrive  upgradable.  BRAVO  LP  Inte, 
486DX2/66,  486SX2/50,  486SX/33,  2  ISA  slots, 
3  linn-  bars,  Pentium  OverDrive  upgradable.         \ ' 
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»  IVIT  Intel  Pentium  60MHz,  486DX2/66,  486SX2/50,  486SX/33,  6  ISA 

ntel's  Pentium  OverDrive™  processor. 
How  about  more  performance  in  less  space? 
:  Bravo  LP  is  a  low  profile  486,  full  of  award- 
ning  engineering.  For  instance,  innovative 
irity  features  help  you  keep  your  confidential 
•k  to  yourself.  While  the  V-RAM  is  expandable 
MB  for  64-bit  processing. 
I  Our  486  Bravos  are  all  EPA  Energy  Star 

approved.  So  you 


YEAR  WARRANTY 


can  save  energy, 


ney,  and  perhaps  even  a  few  trees.  A  three-year 


rks  of  Intel  Corporation  All  other  trademarks  are  the  property  of  their  respective 


slots,  6  drive  bays,  FlashBIOS.  Pentium  60MHz  includes  5  ISA  atui  2  VL  slots. 

warranty*  along  with  the  most  responsive 
around-the-clock  phone  support  any- 
where provide  backup.  But  then,  would 
you  expect  anything  less  from  the  world's  fifth 
largest  manufacturer  of  personal  computers?** 

Oh,  yes.  You  wanted  a  good  price.  We  already 
agreed  to  that  right  up  front.  For  an  AST  reseller 
near  you,  please  call  800-876-4AST. 


AST 


COM 


Sculley  has  since  departed  Apple,  but  the 
company's  first  PDA,  dubbed  "Newton"  is 
slowly  introducing  consumers,  primarily  busi- 
ness executives  to  the  concept. 

Over  the  last  year  or  two,  a  growing  roster 
of  companies  have  introduced  their  own  PDAs, 
also  known  as  personal  communicators.  Among 
the  major  suppliers  are  AT&T,  Sharp,  Sony,  Casio, 
and  Tandy.  Of  that  group,  Shatp  has  introduced 
a  Newton-compatible  PDA,  while  Casio  and 
Tandy  have  gone  with  their  own  joint  design. 

Whatever  the  specifics  of  the  technology,  all 
of  those  products  are  designed  to  perform 
essentially  the  same  tasks:  organize  information 
and  allow  users  to  send  electronic  documents 
in  some  form  over  wired  and  in  some  cases 
wireless  networks. 

Both  Sharp's  PT-9000  personal  information 
assistant  and  Apple's  Newton,  for  example, 
contain  handwriting  recognition  software,  so  that 
when  users  "write"  on  the  devices'  LCD  screen, 


It  will  probably  be 
several  years,  if  not 
longer,  before  voice 
recognition  begins  to 
play  any  significant 
role  as  an  interface 
technology. 


the  writing  is  converted  into  text  that  can  be 
stored  or  sent  as  either  a  fax  transmission  or 
electronic  mail.  The  units  also  incorporate  thf 
electronic  equivalent  of  a  rolodex,  a  calendar 
database,  and  other  applications.  And  a  variel 
of  programs  are  under  development  from 
third-party  software  publishers,  including  city 
guides  and  expense  management  programs. 

San  Jose,  CA-based  GeoSystems,  for  exarr 
pie,  earlier  this  year  unveiled  its  Fodor's  '94 
Travel  Manager  software  for  Newton  and 
Newton-compatible  PDAs.  The  program 
includes  data  from  the  Fodor's  line  of  travel 
guides  that  is  cross-referenced  with  electroni 
maps  and  routing  software  developed  for  the 
Newton  product. 

Whiie  some  of  the  first-generation  charact 
recognition  programs  were  sometimes  balky 
and  not  completely  accurate,  subsequent  gen 
erations  from  Apple  and  others  appear  to  be 
much  more  reliable.  Although  voice  recogniti 


Sharp's  Wizard  OZ-9500 


HOW  MUCH 
CAN  ONE  MAIL 

SYSTEM  DO? 
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everyone  else  in  your  office  do  your  word  processor.  Whether 

more?  Can  it  save  you  time,  money  you're  in  Microsoft  Word,  Microsoft 

and  headaches?  Can  it  keep  you  Excel,  Lotus  1-2-3  or  WordPerfect. 


inclining,  y\j  ai^im  cuiu  ic^civc  lllcUJ  *' 

easy.  And  if  you're  going  to  be  awl 
Mail's  Out  of  Office  feature  will  I 
automatically  forward  a  message 
to  everyone  who  tries  to  get  in  co| 

tact  wit  I 
you  whi 


With  Schedule*  you'll  spend  less  time  rounding  people  up  for  meetings,  because  Schedule*  lets  | 
voir  see  when  the  people  you  need  are  free.  So  you  can  pick  a  tune  that's  convenient  for  everyone.  \ 


you  re  out. 
You  can  sav 
even  more  time 
by  adding  other  features  ths  i 
are  just  as  easy  to  use  as  Mail.  Lik  sUisa 
Schedule+,  the  best-selling  sched 
uler  for  Windows.  It  helps  you 
manage  your  calendar  and  reminc 
you  of  meetings  and  deadlines. 


YOU  DECIDE. 


connected  whether  you're  down 
the  hall,  or  down  under  on  an 
important  business  trip? 

Microsoft  Mail  can. 
No  wonder  its  the  best- 
selling  LAN-based  mail 
product  in  the  world. 

But  first  things  first.  How  will 
Microsoft  Mail  work  with  what  you 
already  have?  Perfectly.  Whether 
you're  in  MS-DOS,  the  Windows" 
operating  system,  on  a  Mac,  or  OS/2 
And  you  can  send  mail  without 
exiting  the  application  you're  work- 


Wilh  Mail  Remote,  you  don't  need  to  be 
m  your  office  to  keep  m  touch.  And  with 
wireless  service  you  don't  even  need  to  be 
near  a  phone.  You  can  log  in  anywhere. 

How  can  Microsoft  Mail  save 
you  time?  Mail  has  smart,  sensible 
symbols  and  online  help  that  make 


It  even  shows  you  when  everyon 
else  is  free.  So  you  can 
schedule  meetings  witr 
out  a  lot  of  legwork 
Want  to  cut  dowr 
on  paperwork?  Use 
Microsoft  electronic  forms 
to  speed  expense  reports,  vacatioi 
requests  and  any  other  routine 
forms  through  your  office  at  the 
speed  of  light.  And  you  can  tract 
them  easily.  So  you  won't  have 
to  worry  that  an  important  reques 
has  disappeared  into  a  black  hoi 
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With  electronic  forms,  you  never 
have  to  worry  that  important  paperwork 

is  stuck  in  traffic.  You'll  be  able  to 
track  expense  reports,  vacation  requests 
and  other  important  forms  as  they 
speed  safely  through  your  company. 

inally,  with  Mail  Remote  you  can 
void  disasters  by  staying  connected 
/hile  you're  on  the  road,  because 
/tail  Remote  lets  you  work  just  like 


you  do  in  your  office.  It  can  even 
save  you  money.  Just  read  the 
important  messages,  then  let  Mail 
Remote  respond  automatically 
when  rates  are  lowest. 

No  other  mail  system  is  easier 
to  use.  Or  gives  you  so  many  dif- 
ferent ways  to  stay  in  control  of  your 
work. To  prove  it,  we'll  send  you  a 
free  demo  disk.  Once  you've  seen 
everything  you  can  do,  deciding 
on  a  mail  system  will  be  easy.  Just 
call  (800)  871-3271,  Dept.  EAK. 


|  file    gdil    View    Mall    Window    Help  / 

Compote  1    ]  Reply  |  RepljAI  |  Fotwad  | 

Move 

GD 

Delete 

J  1 

Pf.iou;  \  \ 

f«m  MCMANIS 

BtK     Tuesday.  March  01. 1994  4  22PM 

To:        BALL  Kim 

Co: 

Subject:  Initial  reactions  to  consumer  tests 


Here  are  some  excerpts  Irom 
last  week's  sessions 
Overall,  they  went  very  well 
This  one  guy  summed  up 
(he  overall  reaction 
besl  Thought  you'd  want 
to  hearityoursell 


121  messages:  27  unread 


Microsoft  Mail  gives 
vou  an  infinite  number 

of  ways  to  be  more 
persuasive.  Send  words, 

graphs,  pictures  and 
sound  as  mad  messages. 
There's  almost  no  limit 
to  what  you  can  send. 


Schedule+'s  alarm  clock  reminds  you  of  meetings,  deadlines,  anything.  So  you'll  stay  organizei 
and  save  time.  Without  it,  we  might  have  forgotten  this  caption  entirely. 


') 


Microsoft  Mail  is  the  best-selling 
LAN-based  mail  product  in  the  world. 
Add  Schedule^  for  a  personal  time- 
management  and  group  scheduling 
system.  And  electronic  forms  to  speed 
paperwork  through  your  office.  Take 
them  all  on  the  road  with  Mail  Remote. 

Together  they'll  make  your  whole 
organization  more  productive  than  you 
ever  could  have  imagined. 
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NEC  UltraLite  Versa 

is  slowly  making  its  way  into  the  personal  com- 
puter market,  it  will  probably  be  several  years, 
if  not  longer,  before  voice  recognition  begins 
to  play  any  significant  role  as  an  interface  tech- 
nology for  personal  communicators. 

Apple's  Newton  sells  for  about  $600  in 
stores  in  major  markets,  while  similar  products 
from  other  manufacturers  can  be  found  for  any 
where  from  a  couple  of  hundred  dollars  less 
than  that  to  several  hundred  dollars  more. 

For  about  half  that  price,  in  some  cases  for 
significantly  less  than  that,  some  manufacturers 
offer  personal  organizers  without  character 
recognition  software,  but  with  many  of  the 
rolodex  and  other  organizing  functions  built  in. 

Sharp's  OZ-9500  Wizard,  for  example,  incor- 
porates fax/modem  software  so  that  messages 
and  other  limited  documents  created  on  the 
organizer  can  be  sent  to  fax  machines  or  to  per- 
sonal computers  and  electronic  mail  services. 

How  to  Cope  When  your 
Equipment  Won't 

t's  nine  in  the  evening,  you've  been  work- 
1  mg  on  a  critical  presentation  that's  due 
i  tomorrow  morning  for  a  new  client  and 
suddenly  three  weeks  worth  of  work  is 
trapped  inside  a  hunk  of  metal  and  plastic  that 
has  stopped  communicating  with  you. 

Anyone  investing  in  computer  and  telecom- 
munications hardware  and  software  can  take 
some  comfort  from  the  fact  that  most  of  the 
product  on  the  market  today  is  more  reliable 
and  often  easier  to  use  than  was  the  case  even 
a  couple  of  years  ago. 


Most  of  the  product 
on  the  market  today 
is  more  reliable 
and  often  easier  to 
use  than  was  the 
case  even  a  couple 
of  years  ago. 


PC  hardware  manufacturers  in  particular 
have  devoted  more  time  and  money  to  han- 
dling the  inevitable  service  problems.  Almost 
of  them  offer  some  type  of  warranty  repair 
service  with  their  products,  and  an  increasing 
number  of  them  provide  on-site  service  -  ai 
option  that  previously  was  supplied  only  to 
large  corporate  customers. 

AST,  for  example,  includes  a  one-year  w 
ranty  with  on-site  service  with  its  Advantage 
line  of  personal  computers.  The  warranty  cov 
all  of  the  hardware  as  well  as  software  that 
comes  bundled  with  the  computer. 

Buyers  can  extend  that  coverage  for  abo 
$  1 50  a  year  for  on-site,  or  about  $50  a  year 
carry-in  service.  "We  also  have  on-line  suppo 
says  Dennis  Cox,  AST  director  of  marketing 
for  consumer  products.  "We've  got  a  user  a 
on  Prodigy  and  an  info  fax  service." 

The  highly  competitive  nature  of  the  PC 
marketplace  has  spurred  some  manufacturer 
to  go  even  further  with  service  and  support 

The  most  critical  service  issues,  though, 
usually  involve  lost  data  stored  on  a  comput  ^ 
hard  drive  or  some  other  storage  device.  An 
here,  simply  replacing  one  piece  of  equipme 
with  another  just  won't  do  the  job.  What 
you're  after  is  a  way  to  recover  the  data. 


Sharp's  NX- 1  home  fax 
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h  Microsoft  Schedule  +  takes  the  whether  they're  in  another  meeting  yourself.  Let  Schedule+  graphically 

sswork  out  of  scheduling  meet-  or  a  noon  aerobics  class.  overlay  a  virtually  unlimited  number 

;s.  It  lets  you  know  whether  the          So  its  easy  to  schedule  meeting  of  schedules  and  you  can  see  when 

)ple  you  need  are  available  or  times  that  are  convenient  for  every-  everyone's  available  to  get  together. 

.  Without  necessarily  telling  you  one.  Without  inconveniencing  When  it  comes  to  your  own 

WITH  SCHEDULE  +,  COMPUTERS 
iAN  TELL  YOU  WHERE  PEOPLE  ARE, 
NSTEAD  OF  WHERE  THEY'RE  NOT. 

calendar,  Schedule  +  works  just  like 
vour  DayRunner.  But  it  does  things 
no  ordinary  datebook  ever  could. 
Like  flashing  alarms  to  help  you 
remember  meetings  and  deadlines. 

For  more  information,  or  a  free 
demo  disk,  there's  one  last  thing  you 
need  to  write  on  a  yellow  note:  Call 
(800)  871-3271.  Ask  for  Dept.  EAK. 

A  program  designed  lo  save  you  tunc 
shouldn't  take  hours  to  figure  out.  You'll  be 
using  Schedule+  in  minutes.  Became  it 
works  per/ecttv  with  Microsoft  Mail. 
\\  huh  is  just  i  me  reason  Schedule^  is  I  he 
top  selling  scheduler  for  Windows. 
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PREPARING    FOR    THE  INEVITABLE 


Since  all  equipment  is  going  to  fail  even- 
tually, it  makes  sense  to  take  precautions 
up  front  to  limit  the  damage  when 
something  does  go  wrong.  Here  are 
five  simple  steps  to  prevent  equipment 
failure  from  short  circuiting  your  business. 

1 .  You've  probably  heard  it  before  - 
most  people  who  work  with  comput- 
ers have  it  drilled  into  them  -  but  still: 
Back  up  your  work  -  twice  for  critical 
files.  What  you  use  can  depend  on  the 
volume  of  your  work,  but  always  make 
copies  of  your  work.  For  large  chunks 
of  data,  a  tape  drive  might  make  sense, 
while  floppies  are  perfectly  good  for 
individual  documents  other  relatively 
small  files. 

2.  Before  your  warranty  expires,  find  a 
reliable  service  organization.  Referrals 


are  usually  the  most  reliable  source  - 
try  computer  users  groups,  on-line  bul- 
letin boards  such  as  Prodigy,  America 
Online,  and  CompuServe,  or  business 
associates  who  are  happy  with  their 
repair  services. 

3.  Only  you  know  how  badly  your 
business  will  suffer  from  the  loss  of  a 
computer,  fax  machine,  or  another 
piece  of  equipment,  but  at  least  con- 
sider an  on-site  service  contract.  Prices 
vary,  but  a  couple  of  hundred  dollars  a 
year  can  save  you  the  aggravation  of 
unhooking  and  hauling  a  misbehaving 
component  into  a  service  center. 

4.  Particularly  if  you  live  in  an  area 
prone  to  lightning  and  other  phenome- 
na that  can  cause  power  surges  and 
outages,  invest  in  an  uninterruptible 


power  supply  and  a  surge  protector. 
A  UPS  will  keep  your  system  poweretj: 
long  enough  to  shut  save  your  work 
and  shut  the  system  down  in  the  everp 
of  a  power  outage.  Surge  protectors 
will  prevent  spikes  in  the  electric  cur- 
rent from  damaging  your  equipment. 

5.  Participate  in  a  computer  users  grou 
Most  cities  have  local  branches  of 
computer  users  groups  that  meet 
either  on-line  or  in-person  to  share 
tips  on  everything  from  getting  the 
most  out  of  different  software  progra 
to  configuring  hardware  and  coping 
with  equipment  problems.  Chances  a 
the  problem  that  will  confound  you  a 
the  most  inopportune  moment  has 
plagued  someone  else  in  the  past .  So 
why  not  benefit  from  their  experienc 


"Better  than  90  percent  of  the  time  we 
can  recover  all  of  the  data,"  says  Stuart  Hanley, 
manager  of  engineering  for  Eden  Prairie,  MN- 
based  Ontrack  Data  Recovery,  one  of  several 
companies  around  the  country  specializing  in 
data  recovery.  The  company  runs  24-hours-a- 
day  restoring  data  from  everything  from  hard 
drives  that  have  crashed  to  floppy  disks  that 
refuse  to  open  files. 

Ontrack  charges  $200  to  diagnose  a  problem 
and  anywhere  from  $600  to  $3,000  to  restore 
data,  typical  of  the  fees  charged  by  other  com- 
panies in  this  area.  While  that  might  be  more 
than  it's  worth  to  recover  some  comespondence 
that  had  been  archived,  Hanley  cites  statistics 
from  the  National  Computer  Security  Associa- 
tion that  says  it  will  take  an  average  of  1 9  days 
at  a  cost  of  $  1 7,000  to  rebuild  20  megabytes 
worth  of  sales  and  marketing  data. 

Most  software  publishers  have  telephone 
help  lines  manned  by  technicians.  Many  of 
those  services  were  free  in  the  past,  but  as  the 
number  of  end  users  grew  steadily  in  recent 


The  highly  competi- 
tive nature  of  the 
PC  marketplace  has 
spurred  some 
manufacturers  to  go 
even  further  with 
service  and  support. 


years,  many  publishers  have  begun  charging 
support  lines,  often  by  using  900  phone  nu 
bers  or  some  other  form  of  payment. 

Expanded  customer  support  is  also  a  ce 
tral  feature  in  four  new  IBM  PCs  for  their  P 
line.  All  of  the  new  PCs  come  with  IBM  Onl 
Housecall,  a  troubleshooting  software  pack 
that  allows  users  to  access  technical  suppo 
over  phone  lines.  The  new  models  include 
486SX-33  MHz  and  a  486DX2-66/33  MHz 
configuration.  Suggested  list  pnces  range  fro 
$  1 ,299  to  $2,599,  depending  on  microproc 
sor  and  hard  drive  capacity. 

As  is  the  case  with  many  other  personal 
computer  manufacturers,  IBM  has  develope 
variety  of  service  and  support  options  for  its 
PC  lines.  Last  April,  the  company  announcec 
"Customer  Protection  Plan"  for  its  recently 
introduced  PS/VaiuePoint  line  of  486  and  3£ 
personal  computers. 

All  ValuePomt  PCs  come  with  what  IBM 
dubbed  "HelpWare,"  a  comprehensive  supp 
package  including  24-hour  a  day,  seven-day  ; 


J  Does  it  feel  like  things  get  out 
hand  when  you  leave  town? 
icrosoft  Mail  Remote  keeps  you 
control.  Because  it  puts  all  the 
vver  of  electronic  mail  right  on 
.ir  laptop.  So  whether  you're  in 


MS-DOS,  you  can  work  just  like 
you  do  when  you're  in  the  office. 

You  can  log  in  anytime.  Any- 
where. Whether  you're  wireless  or 
connected  by  phone  line.  And  you 
can  send  pictures,  faxes  and  graphs. 


or  the  6:14  A.M.  train  into  the  city.* 

Though  Mail  Remote  can't 
save  you  from  having  to  eat  airline 
food,  it  can  save  you  from  unnec- 
essary telephone  charges.  Because 
only  Microsoft  Mail  Remote 


er  :  Windows"  operating  system  or      From  a  runway  at  JFK,  a  Motel  6,       lets  you  preview  message  headers. 

I  LOT  CAN  HAPPEN  WHILE 


MU  RE  OUT  OF  THE  OFFICE. 


Read  only  essential  messages.  And 
if  you  like,  download  them  automati- 
cally when  phone  rates  are  lower. 
You  can't  be  in  your  office  all  of  the 
time.  Don't  worry.  Just  call  (800) 
871-3271,  Dept.  EAK  for  more  infor- 
mation or  to  receive  a  free  demo 
disk.  Microsoft  Mail  Remote  is  the 
next  best  thing  to  being  there.  Some- 
days,  it's  better  than  being  there. 

With  Microsoft  Mail  Remote,  the  best- 
selling  remote  program  for  Windows,  you'll 
always  be  i?i  loach  and  working  just  like 
you  tin  in  the  office.  And  with  RAM 
wireless  service  iiihl  Intel's  wireless  modem, 
you  don't  even  nccil  to  be  near  a  phone. 
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•Utilizing  lmcr-1  A  I  Wcrvici  provide  .  -I  ,»m,»,.,I»««  And  Intel's  modem  and  RAM  ,„»,  i.  1994  Microsoft  I  orpol  Itlon  ill  tights  reserved  Offer  good  onl)  In  it*  50  United  States  In  rlu  SO  United  States,  call  (800)  426-9400 

4|3|£2f  Fot  ml.  .in,  ii  I,  In  I  .  i  ,11(800)  S63-9048;  outsidt  the  Unit,  J  s,,„, ,  ,nd(  inada,  oil  your  local  Microsoft  subsldiar)  m  (206)936-8661  Microsoft  and  Ms  1),  IS  art  rcgistcted  trademarks  and  Windows  is  a  trad,  marl,  ol 

*  Microsoft  Corporation  RAM  Mobile  Data  is  a  business  venture  between  RAM  Broadcasting  and  BellSouth  The  Intel  logo  Is  a  rcgistcted  trademark  of  Intel  Corporation  Motel  6  is  a  trademark  of  the  Motel  6  Corporation 
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week  telephone  support,  free  on-site  warranty 
service  for  the  first  year,  and  leasing  options  for 
business  customers. 

IBM's  Customer  Protection  Plan  offers  buyers 
different  options  to  extend  service  and  support 
coverage  beyond  the  one-year  warranty. 
Customers  can  choose  from  on-site  service 
within  four  hours  of  making  the  call,  to  next  day 
service,  and  the  extended  warranty  program 
can  be  applied  to  either  the  entire  system  or 
individual  components,  such  as  monitor,  key- 
board and  hard  disk  drive. 

And  just  last  month,  IBM  unveiled  its 
ValuePoint  Performance  Series,  with  a  three 
year  warranty  -  including  on-site  service  for 
one  year  and  walk-in  service  after  that.  The 
Performance  Series  includes  38  standard  mod- 
els, although  IBM  will  also  tailor  configurations 


A  computer  screen 
can  be  more  con- 
ducive to  finding  new 
business  contacts 
than  a  hotel  ballroom. 


for  individual  customers.  Pricing  on  the  new 
line  ranges  from  $  1 ,300  to  $3,000. 

Making  the  the  Connectior 

1  etworking  used  to  be  what  business 
H  people  did  at  cocktail  parties  at  trade 
shows,  but  today,  a  computer  screer 
can  be  more  conducive  to  finding  new  busin 
contacts  than  a  hotel  ballroom.  On-line  net- 
works comprise  one  of  the  most  important    i  ^ 
business  tools  of  the  90s,  at  least  for  those  w 
have  learned  how  to  navigate  along  the  elec 
tronic  arteries  of  the  information  superhighw, 
Connecting  to  on-line  networks  requires 
computer,  a  communications  software  pack 
and  a  modem  to  translate  digital  data  to  eta 
tronic  impulses  and  back  again.  With  the  co 


THE    NEAR-PAPERLESS  OFFICE 


Nowadays,  when  anyone  mentions 
the  term  "paperless  office"  it's  usually 
a  rueful  joke  and  a  reminder  that  - 
regardless  of  how  far  and  fast  technol- 
ogy advances,  someone  somewhere 
is  going  to  ask  for  the  hard  copy. 

But  that  doesn't  mean  an  office 
requires  a  wall  of  file  cabinets  to  hold 
those  documents  until  needed. 

Electronic  document  management 
systems  -  particularly  the  more  sophis- 
ticated versions  -  remain  at  a  fairly  high 
end  of  the  office  equipment  universe. 
Few  small  businesses,  after  all  -  and 
even  fewer  people  who  run  a  business 
from  their  home  office  -  need  or  can 
afford  document  management  systems 
costing  $20,000.  But  prices  are  coming 
down,  and  in  the  meantime,  there  are 
different  options. 

Sunnyvale,  Calif-based  MindWorks 
Corp.  in  April  unveiled  what  the  com- 
pany claims  is  the  first  low-cost  docu- 
ment management  system  for  desktop 
PCs.  The  Knowledge  Builder  system 


includes  document  image  management 
software  with  auto  indexing,  a  gray 
scale  scanner  with  automatic  document 
feeder,  a  removable  magnetic  cartridge 
storage  device  that  comes  with  one 
270  megabyte  cartridge,  and  a  SCSI 
interface  kit. 

The  system  has  a  suggested  list 
price  of  $2,995,  or  $  1 ,295  without  the 
scanner. 

For  businesses  with  greater  docu- 
ment storage  needs  -  and  a  budget  to 
match  -  there's  Canon's  Canofile  250, 
a  high-volume  document  management 
system  that  converts  hard  copy  to 
electronic  images  that  are  indexed  and 
stored  on  optical  discs.  The  built-in 
scanner  can  copy  40  pages  a  minute 
of  two-sided  documents. 

The  device  is  best 
used  for  specific  appli- 
cations, such  as 
storing  accounts 
receivables  or  service 
records,  notes  Bill 


Leonard,  national  sales  manager  for 
Canon's  Image  Filing  Systems  division. 
"When  you  talk  to  someone  about 
their  record  keeping  problems,  there's 
usually  one  sore  thumb  that  stands 
out,"  he  says. 

The  Canofile  250  sells  for  between 
$  1 5,000  and  $20,000,  depending  on 
configuration  -  printer,  keyboard  and 
external  drives  for  data  backup.  An 
optional  Canon  external  CD-ROM 
drive  also  allows  documents  to  be 
retrieved  by  a  desktop  PC. 


Canon's  Fileprint  100  and  Canonfile  250 
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4nother 

the  Indianapolis  500,  you  only  get  one  chance  to  get  it  right.  No 
inder  lap  after  lap,  the  United  States  Auto  Club  (USAC™)  depends 
the  mission-critical,  pedal-to-the-metal  performance  of  OS/2. 

From  start  to  finish, 


OS/2  2.1  sets  the  pace 
for  technology  at  th 


most  famous 
motor  speedway 
in  the  world. 
OS/2  programs 
run  at  full  speed  all 
over  the  place:  IBM 
DATABASE  2™  OS/2 
(DB2/2 '"),  for  example, 
keeps  track  of  everything 
from  entry  fees,  prac- 
tice and  qual- 
ifying times, 

»ine  serial  numbers,  and  driver  and  crew  status  to  per- 
inel,  administrative  and  other  vital  information.  USAC's 
k  LapManager^  an  OS/2  program  developed 

I  ||HjjBffly^  specifically  for  Indy8,  drives  the  official  tim 
^L^j^g^^  ing  and  scoring  ol      on-track  acti\  it\. 

LapManager  takes  timing  data  sent  from  the  cars 
via  radio  signal,  turns  it  into  meaningful  stats,  and 
ds  it  to  PCs  used  by  USAC  staff  and  the  press. OS/2  even  hits  the 
d  in  ThinkPads  that  collect  and  distribute  race  information 
m  tracks  all  across  the  country 


clutch 


When  you  see  how  OS/2  can  rev  up  your  DOS,  Windows 
and  OS/2  programs,  you'll  know  why  they  use  OS/2  at  Indy 
over  100  other  USAC  races.  You  can't  have  a  more 
jressive  track  record  than  that, 
lb  order  or  to  find  out  more  about  OS/2,  call 
00  3-IBM-OS2.  In  Canada,  call  1  800  465-7999. 
'2  is  also  available  at  local  software  dealers. 

►perate  at  a  higher  level. 


3d  was  created  by  LINTAS  and  got  to  this  publication  on  time  using  DOS,  Windows  and  OS/2  programs  running  on  OS/2  IBM,  OS/2  and  ThinkPad 
Kjistered  trademarks  and  IBM  DATABASE  2,  DB2/2  and  "Operate  at  a  higher  level"  are  trademarks  of  International  Business  Machines  Corporation 
ows  is  a  trademark  of  Microsoft  Corporation  Indianapolis  500  and  Indy  are  registered  trademarks  of  the  IMS  Corporation  All  other  products  are 
marks  or  registered  trademarks  of  their  respective  companies  ©  1994  IBM  Corp 
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of  communication  perhaps  $  1 50  to  $200 
over  and  above  the  price  of  a  PC,  connecting 
to  on-line  information  networks  represents  one 
of  the  true  bargains  of  the  information  age. 

The  major  on-line  networks  include 
CompuServe,  based  in  Columbus,  OH,  Amenca 
Online,  in  Vienna,  VA,  and  Prodigy,  headquar- 
tered in  White  Plains,  NY,  all  of  which  straddle 
the  line  between  consumer  services  and  a 
business  resource.  All  three  offer  news  services, 
access  to  information  databases  and  electronic 
mail.  CompuServe,  in  particular,  hosts  a  variety 
of  electronic  forums  for  everything  from  multi- 
media to  consumer  electronics.  Most  computer 
software  retailers  offer  sign-up  kits  that  include 
the  necessary  communications  software,  and 
often  free  usage  time  up  front. 

All  three  networks  also  allow  users  to  send 
electronic  mail  along  the  Internet,  the  autobahn 
of  the  information  superhighway.  The  Internet 
is  actually  a  series  of  information  databases 
linked  together  around  the  world,  with  elec- 
tronic gateways  providing  access  for  perhaps 
$10  to  $30  monthly,  depending  on  usage. 
Although  the  Internet  began  as  a  government 
sponsored  connection  for  university  libraries 
and  other  research  institutions,  it  is  rapidly 
becoming  an  important  business  tool  as  well. 

"The  percentage  of  traffic  for  commercial 
use  is  now  the  single  major  identifiable  growth 
segment  on  the  Internet,"  says  Mary  Cronm, 


Navigating  among 
all  the  different 
databases  can  appear 
to  be  a  daunting  task 
. . .  but  an  increasing 
number  of  gateway 
providers  will 
help  users  find  their 
way  around. 


jg«  U!t\wt.igt, 

University  Librarian  at  Boston  College  and 
author  of  "Doing  Business  on  the  Internet" 
(Van  Nostrand  Reinhold).  "A  lot  of  smaller 
companies  are  finding  it  a  breakthrough  in  Ic 
distance  sales,  especially  to  other  countnes," 
says.  "They're  using  it  either  for  supplier-cu: 
tomer  relationships,  or  to  find  business  partne 

One  of  the  latest  -  and  most  ambitious 
projects  to  tap  into  the  Internet  is  Commer 
Net,  announced  earlier  this  year  and  due  to 
into  full  operation  this  summer.  Created  by 
consortium  of  Silicon  Valley  companies,  witl 
support  from  the  federal  government's  Ted 
nology  Reinvestment  Project  and  the  State 
California,  CommerceNet  will  hold  on-line 
product  catalogs,  product  literature,  and  ele 
tronic  order  forms  for  participating  compan 
"Job  shops,"  according  to  the  founding  me 
bers,  will  provide  on-line  access  to  enginee 
and  manufacturing  services.  Because  of  the 
number  of  information  databases  that  can  b 
accessed  through  the  Internet,  the  network 
also  a  valuable  source  of  everything  from  der 
graphic  data  to  tech  nologica  I  abstracts. 

Navigating  among  all  the  different  databa 
can  appear  to  be  a  daunting  task,  at  first,  but 
Cronin  points  out  that  an  increasing  number 
gateway  providers  will  help  users  find  their  v 
around.  "The  providers  are  becoming  aware 
that  business  customers  need  help  up  front  1 
use  the  Internet,"  she  says.  "It's  become  som 
thing  of  a  buyers  market  [for  access  to  the 
Internet]."  In  addition  to  Cronin's  book,  whi 
includes  a  listing  of  Internet  gateways,  The 
Internet  Society  (7 1  3/648-9888)  is  a  good 
source  of  Internet  providers.  The  Internet,  u 
recently,  was  limited  to  text  and  numerical 
communication,  but  the  development  of  grap 
ics  tools  has  provided  the  means  for  adverti 
ing  companies,  for  example,  to  send  artwork 
and  even  video  to  clients  over  the  Internet 
Cronin  notes  that  Microsoft  later  this  year  is 
expected  to  release  a  new  version  of 
Windows  that  incorporates  Internet  capabilit 
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AST's  Advantage! 


This  text  was  written  by  Martin  Levine  who  speciali. 
in  consumer  electronics  and  home  entertainment. 
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BANKING  I 


TO  THE  RESCUE 

OF  CREDIT  LYONNAIS 


Can  Jean  Peyrelevade  turn  around  France's  monumentally  troubled  state-owned  giant? 


■  n  his  trademark  sleeveless  sweaters 
I  and  with  half-frame  glasses  dangling 
H  from  his  neck,  Jean  Peyrelevade 
looks  more  like  a  rumpled  country 
schoolteacher  than  the  head  of  the 
world's  biggest  bank  outside  Japan.  The 
low-key  boss  of  France's  Credit  Lyonnais 
hardly  seems  the  man  to  seize  a  client's 
furniture.  Yet  Peyrelevade  stunned 
France  in  late  May  by  sending  gen- 
darmes to  impound  the  possessions  of 
Bernard  Tapie,  a  businessman  and  politi- 
cian—and a  Lyonnais  borrower  for  20 
years.  The  bank  says  Tapie  defaulted,  a 
charge  he  denies. 

The  brash  move  by  Peyrelevade  did 
more  than  tie  down  $50  million  worth  of 
Tapie's  assets.  The  seizure  also  broadcast 
a  message:  Credit  Lyonnais,  the  ill- 
starred  giant  of  European  banking,  is 
changing  under  the  leadership  of  Peyrel- 
evade, who  succeeded  the  ousted  Jean- 
Yves  Haberer  last  November.  Whether 
or  not  politics  led  the  state-owned  bank 
to  fund  Tapie  and  other  pals  of  France's 
Socialist  rulers,  Peyrelevade  is  eager  to 
show  that,  from  here  on  in,  Lyonnais 
must  be  run  as  a  profit-driven  outfit 
like  any  other. 

The  new  chairman  must  do  far  more 
than  launch  headline-grabbing  asset  sei- 
zures, however.  In  salvaging  his  monu- 
mentally troubled  bank,  Peyrelevade, 
54,  faces  a  task  arguably  tougher  than 
John  S.  Reed's  struggle  to  save  Citi- 
corp—the disaster  bank  of  the  1980s. 
Size  alone  puts  Lyonnais  in  a  different 
league:  Its  assets  of  $350  billion  top 
those  of  Citi  and  Chase  Manhattan  Corp. 
combined.  Its  U.  S.  operations  make  it 
one  of  the  25  largest  banks  in  America. 
BIG  BILL.  The  reason  for  a  sense  of  ur- 
gency is  that  Lyonnais  is  reeling  from 
the  aftershocks  of  a  dizzying  growth 
spurt  under  Haberer.  Dubbed  "the  Napo- 
leon of  French  banking,"  the  former 
chairman  bought  banks  around  Europe 
at  high  prices,  plunged  into  U.  S.  corpo- 
rate lending,  and  bought  big  equity 
stakes  in  French  companies.  He  also 
threw  money  at  an  all-star  cast  of  shaky 
clients:  the  late  Robert  Maxwell,  bank- 


rupt developer  Olympia  & 
York  Developments  Ltd.,  and 
Italian  financier  Giancarlo  Par- 
retti.  But  global  recession 
halted  Haberer's  expansion 
binge,  as  losses  and  bad-debt 
provisions  soared  (charts). 
The  bank  financed  Parretti's  ill-fated 
takeover  of  Metro-Goldwyn-Mayer  Inc. 
in  1990,  for  example,  and  is  now  the 
troubled  studio's  reluctant  owner,  with 
$2.3  billion  in  exposure  (page  116). 

As  his  empire  collapsed,  Haberer  was 
exiled  to  a  smaller  state-owned  bank 


peyrelevade 
aims  to  create  a 
Mcdonald' s-style 
eurobank— with 
a  uniform  name 
and  product  in 
every  country 


last  fall,  leaving  a  big  bil 
French  taxpayers.  Hab 
declined  to  be  intervie\ 
But  under  a  bailout  that 
relevade  engineered 
March,  the  state  is  tal 
over  $7  billion  in  risky  1< 
and  will  hand  Lyonnais  $850  millio 
new  capital.  Now,  Peyrelevade,  a  v 
ran  financial  executive  and  onetime 
ernment  official,  is  plotting  a  reco\ 
strategy  to  prepare  the  bank  for 
vatization.  To  make  the  bank's  sh 
attractive  to  investors,  the  new  1 
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t  figure  how  to  turn  a  profit  from 
)pe's  largest  banking  network:  3,750 
iches,  of  which  1,000  are  outside 
ice— mostly  the  results  of  pricey  Ha- 
ir acquisitions. 

eyrelevade  is  also  shaking  up  man- 
nent.  He  has  eased  out  a  dozen  top 
sagues.  Latest  to  go,  in  mid-May, 

the  executive  vice-president  who 
•saw  mgm,  Francois  Gille.  This 
th,  a  key  new  hire  comes  aboard: 
al  Lamy,  the  forceful  top  lieutenant 
European  Commission  President 
ues  Delors.  Lamy  won't  have  a  spe- 

job  at  first.  Peyrelevade  says  he'll 
d  several  months  "walking  around 
looking  at  things"— an  ominous  pros- 

for  the  bank's  71,000  employees, 
deed,  with  overhead  at  Lyonnais 
ig  up  70%  of  the  bank's  revenues— at 
,  10%  more  than  at  many  interna- 
il  banking  competitors— 10%  of  the 
;'s  jobs  in  France  and  4%  of  those 
vhere  in  Europe  are  likely  to  go. 
ne  last  element  of  Peyrelevade's 
;egy  is  his  hope  of  selling  at  least 

of  Lyonnais'  $11  billion  industrial 
folio  (table,  page  116).  Losses  from 
3  investments,  especially  steelmaker 
or  Sacilor,  helped  ruin  the  bank's 
)m  line  last  year.  Says  Peyrelevade: 
incomprehensible  that  a  bank  should 

a  fashion  house,  a  hotel  chain,  a 
club,  and  an  airline." 
r  cabal.  Such  talk  would  have  been 
sy  in  a  state-owned  French  bank  a 
years  ago.  In  a  way,  Peyrelevade's 
eover  of  Credit  Lyonnais  is  a  meta- 

for  France's  search  for  a  new  ver- 

of  Gallic  economics.  The  French 
:  always  seen  capitalism  as  a  cozy 
1  of  cross-holdings  and  mutual  back- 
tching,  often  orchestrated  by  the 
3.  Banks  frequently  prop  up  Air 
ice,  Aerospatiale,  and  other  cash- 
cry  symbols  of  national  pride.  But 
ligh  cost  of  misdirected  resources  is 
ng  France  to  change  course.  Al- 
gh  dirigisme  is  far  from  dead,  the 
ich  are  privatizing  a  score  of  banks 
industrial  companies  and  are  preach- 
:ompetitiveness. 

•edit  Lyonnais  symbolizes  this  shift- 
so  does  its  chairman.  As  a  top  aide 
Socialist  Prime  Minister,  Peyrele- 
played  a  major  role  in  nationalizing 
stry  after  the  1981  election  of  Pres- 
;  Francois  Mitterrand.  He  still  terms 
self  a  "man  of  the  left,"  but,  like 
I  other  French  Socialists,  he  has 
ged  his  spots 

;yrelevade's  struggle  to  rebuild 
ice's  troubled  bank  also  carries 
y  meaning  for  Europe's  vision  of 
omic  unity.  Efficient  trans-European 
icial-service  networks  were  supposed 
3  a  key  result  of  the  vaunted  single 
iet.  But  lots  of  banks  have  jumped 
ers— and  then  jumped  back  in  the 


face  of  entrenched  competition  and  high 
costs.  Chase  Manhattan,  Lloyds  Bank, 
and  Banque  Nationale  de  Paris  have 
pulled  back,  and  in  May,  Britain's  Na- 
tional Westminster  Bank  PLC  shuttered 
its  10  Paris  branches.  Few  expect  Pey- 
relevade to  succeed,  either.  "Retail  bank- 
ing doesn't  look  very  tempting,"  says 
Deutsche  Bank  chief  Hilmar  Kopper. 

Indeed,  one  credit-rating  service  offi- 
cial estimates  that  Germany's  BfG  Bank, 
which  Haberer  bought  18  months  ago 
for  $900  million,  has  already  produced  as 
much  as  20%  of  Lyonnais'  bad-loan  provi- 
sions. But  Peyrelevade  steadfastly  de- 
fends his  concept  of  a  McDonald's-style 
Eurobank  with  a  single  name  and  uni- 
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form  products  in  every  country.  "If  you 
believe  in  a  single  market  and  a  single 
money,  as  I  do,"  he  says,  "banking  in 
Frankfurt  will  be  no  different  from 
banking  in  Paris.  Retail  banking  is 
where  we'll  make  money  in  Europe." 
poker-faced.  It's  not  as  if  Peyrelevade 
wanted  to  leap  into  the  maelstrom  at 
Lyonnais.  When  the  conservatives 
moved  to  oust  him  from  the  chairman- 
ship of  France's  biggest  insurer,  Union 
des  Assurances  de  Paris  (UAP),  and  in- 
stall one  of  their  own,  Peyrelevade 
fought  to  stay  on.  His  bid  failed,  but 
the  conservatives  gave  him  Lyonnais  as 
a  consolation  prize.  Earlier,  in  1986,  pol- 
itics had  got  him  fired  once  before,  as 
chairman  of  Compagnie  de  Suez. 

Despite  Peyrelevade's  Mediterranean 
origins— his  father  was  a  Marseilles 
schoolteacher— he  is  as  poker-faced  as  a 
sphinx.  "He  never  ever  gets  angry— and 
he  hates  anger  in  others,"  says  one  asso- 
ciate. A  French  executive  recruiter  goes 
further:  "He's  unbelievably  cold.  It  takes 
a  lot  for  him  to  crack  a  smile."  Yet  Pey- 
relevade speaks  candidly,  and,  in  con- 
trast to  the  aloof  Haberer,  is  a  collegial 
manager  who  solicits  others'  opinions. 
Sober  in  his  tastes,  Peyrelevade  was 
shocked  at  the  luxurious  dining  room 
Haberer  installed  at  Credit  Lyonnais, 
says  an  aide.  He  is  so  unconcerned  with 
fashion  that  legend  has  it  he  buys  his 
unstylish  suits  from  a  mail-order  catalog 
and  has  his  wife  knit  his  sweaters.  In  his 
free  time,  Peyrelevade  scours  auctions 
collecting  19th  century  copies  of  Ren- 
aissance furniture.  Originals  are  too  ex- 
pensive, he  says. 

Calm  though  he  may  be,  one  subject 
gets  a  rise  out  of  Peyrelevade:  the  in- 
vestigation of  Haberer's  costly  lending 
policies,  launched  in  May  by  France's 
Parliament.  The  probe,  which  is  being 
conducted  in  secret  and  could  last  six 
months,  has  been  demanded  for  years 
by  Francois  d'Aubert,  a  centrist  member 
of  Parliament  who  smells  Socialist  fa- 
voritism behind  Lyonnais'  lending.  Par- 
retti  and  the  bank  also  have  counter- 
sued  each  other  repeatedly.  In  March, 
the  Italian  filed  a  $3.9  billion  suit  charg- 
ing that  Lyonnais  fraudulently  removed 
him  from  MGM  management.  Lyonnais 
denies  the  charge. 

Although  Peyrelevade  admits  his 
turnaround  effort  may  produce  even 
more  unhappy  surprises,  he  expects  to 
break  even  this  year  and  report  a  prof- 
it by  1995.  If  market  conditions  permit, 
the  chairman  is  expected  to  sell  to  the 
public  an  $850  million  equity  stake  late 
this  year,  "to  prove  people  think  the 
bank  has  a  future."  But  full  privatization 
is  unlikely  before  1997— the  year  Pey- 
relevade expects  an  "acceptable"  profit  of 
$525  million  to  $700  million. 

One  prong  of  Haberer's  strategy  that 
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TOTAL  ANNUAL  RETURN 

FOR  THE  PERIOD  ENDING  3/31/9' 
&  MORNINGSTAR  RATINGS 

Berger 
100  Fund 

Berger 
101  Fund 

;  n 
1  • 


1  Year 
15.6%* 


1  Year 
11.4% 


3  Years 
21.9% 
★★★★*f 

3  Years 
18.7% 
*■*•*★** 

5  Years 
24.6% 
★  ★★★★ 

5  Years 
16.3% 
★ 

10  Years 
18.8% 
*■★★★★ 

10  Years 
13.2% 
★  ★★★ 

15  Years 
16.7% 

15  Years 
13.6% 

19.5  Years ++ 
15.6% 

19.5  Years" 
13.9% 

"Source:  Upper  Analytical  Services, 
Inc.  tMornmgstar  proprietary  ratings 
reflect  historical  risk-adjusted  perfor- 
mance as  of  3/31/94.  The  ratings 
are  subject  to  change  every  month. 
Morningstar  ratings  are  calculated 
from  the  funds'  three-,  five-  and  ten- 
year  average  annual  returns  in  excess 
of  90-day  Treasury  bill  returns  with 
appropriate  fee  adjustments  and  a 
risk  factor  that  reflects  fund  perfor- 
mance below  90-day  T-bill  returns. 
1,182  equity  funds  were  rated: 
10%  of  the  funds  in  an  investment 
category  receive  five  stars  and 
22.5%  receive  four  stars.  nBerger 
Associates  assumed  management 
of  the  Funds  9/30/74. 


[perienced  View  on 
rrent  Market  Volatility. 


In  over  40  years  of  manag- 
ing other  people's  money, 
I've  seen  my  share  of  bull 
and  bear  markets.  And  I've 
learned  that  a  volatile  market 
can  offer  opportunities  for  the 
wise  investor. 

I  believe  one  way  to  take 
advantage  of  these  opportuni- 
ties is  to  invest  in  a  mutual 
fund  that  owns  shares  of  prof- 
itable, successful  companies 
because  they  are  most  likely  to 
become  profitable,  successful 
investments.  The  Berger  Funds 
have  adhered  to  this  common- 
sense  philosophy  for  over 
19  years.  The  charts  to  the 
right  show  just  how  well  it  has 
served  our  investors.  And 
while  past  performance  does 
not  assure  future  results,  we 
believe  it  is  a  good  indicator. 

Both  the  Berger  100  Fund 
(a  growth  fund)  and  the 
Berger  101  Fund  (a  growth 
and  income  fund)  have  earned 
five-star  *****  overall 
ratings  from  MorningstarJ 
Both  can  help  investors  work 
toward  their  long-term  goals  - 
even  in  a  changing  market. 
So  consider  the  Berger  Funds 
today.  Because  in  my  experi- 
ence, your  biggest  risk  is  not 
investing  for  your  future  at  all. 


Results  of  a  hypothetical  $10,000  investment  in  the  Berger  100  Fund 
through  6  bull  and  5  bear  markets. 


From  September  30,1974  thru  March  31,1994 


$320,000 


$160,000  — 
1,000 
$40,000 
$20,000 


Total  Value  (assuming  reinvestment  of  dividends  &  capital  gains) 

$169,111 


Do  you  remember  1987? 
The  Dow  Jones  Industrial  Average  dropped 
508  points  in  one  day!  ^ 


$84,975 


Results  of  a  hypothetical  $10,000  investment  in  the  Berger  101  Fund 
through  6  bull  and  5  bear  markets. 


From  September  30,1974  thru  March  31,1994 


$160,000 


$80,000 


$40,000 


$20,000 


Total  Value  (assuming  reinvestment  of  dividends  &  capital  gains) 

$126,261 


It's  no  fun  when  the  market  drops,  but  be 

I patient  and  don't  panic.  Time  works  in  favor 
of  the  long-term  investor. 


$89,165 


$10,000 


4T      4T      <f  # 


Please  call  (800)3334001 

for  a  prospectus  containing  more  complete 
information  including  management  fees,  charges  and 
expenses.  Read  it  carefully  before  investing. 


The  Berger  Funds 


Together  we  can  move  mountains.^1 

The  figures  in  the  above  charts  represent  past  performance  and  do  not  guarantee  future  results. 
These  performance  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and 
capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  The  figures  include  the  deduction  of  12b-1  fees  beginning  in  June  1990. 

©  1994  Berger  Associates,  Inc  BW  62094 
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needs  no  fixing  is  the 
hank's  booming  U.  S. 
corporate-lending  unit. 
A  high-profit  money 
machine,  it  competes 
aggressively  with  Amer- 
ican banks  for  domestic 
loans.  It  was  the  eighth- 
largest  U.  S.  loan  syndi- 
cator  in  this  year's  first 
quarter,  beating  Chase 
Manhattan  and  all  for- 
eign banks  except  Bank 
of  Nova  Scotia.  The 
unit's  assets  grew  6% 
last  year,  to  $37  bil- 
lion—11%  of  Credit  Ly- 
onnais'  world  total. 

Lyonnais  has  also 
profited  nicely  from  its 
$1  billion-plus  invest- 
ment in  New  York  deal- 
maker  Leon  Black's  Apollo  Partners.  Af- 
ter making  a  bundle  buying  distressed 
junk  bonds  and  real  estate,  Apollo  is 
now  attempting  to  raise  a  further  $1 
billion.  But  some  observers  see  that  as  a 
sign  that  Black,  concerned  that  Peyre- 


CREDIT  LYONNAIS'  CROWN  JEWELS 

Credit  Lyonnais  Chairman  Jean  Peyrelevade  says  he'll  sell  $  I  I  billion 
worth  of  choice  assets  to  raise  capital  for  his  troubled  bank.  Here  is  a 
roster  of  its  more  valuable  holdings: 


Company 

MGM 
FNAC 
ARNAULT 
USINOR  SACILOR 
ADIDAS 
AEROSPATIALE 
BOUYGUES 
RHONE-POULENC 
TOTAL 
LAGARDERE 


Industry 

Entertainment 
Retailing 
Luxury  goods 
Steel 

Sportswear 

Aerospace 

Heavy  construction 

Chemicals 

Oil 

Publishing,  defense 

DATA  CREDIT  LYONNAIS,  BUSINESS  WEEK 


Percent  of 
equity  held 

100.0% 
66.0 
29.5 
20.0 
19.9 
18.0 
10.0 

6.0 

3.4 

3.0 


levade's  interest  in  Apollo's  activities 
will  diminish  as  he  concentrates  on  lend- 
ing in  Europe  and  the  U.  S.,  is  now 
seeking  other  backers.  Lyonnais  insiders 
insist  that  the  bank  will  maintain  its 
links  to  Black,  but  a  source  says  the 


bank  probably  v 
join  the  latest  offe 
Peyrelevade  has 
of  refocusing  to 
throughout  his  dor 
His  quest  to  give  I 
nais  a  new  sense  ( 
rection  may  be  as 
a  struggle  as  squec 
old-style  French  ca 
ism  into  a  free-m 
mold.  Peyrelevade 
ber,  feisty  style 
do  the  trick— prov 
a  model  that 
France  and  Eu 
need.  With  luck 
strong  managemen 
might  turn  Habe 
Napoleonic  dreams 
reality.  But  it's 
he'll  have  more  trc 
facing  down  the  great  banks  of  Eu 
on  their  home  turfs  than  sending 
darmes  after  errant  debtors. 

By  Stewart  Toy  in  Paris,  with  Bi 
vetski  in  London  and  William  Glo 
in  New  York 


CAN  LYONNAIS  MAKE  MGM  ROAR  AGAIN? 


Metro-Goldwyn-Mayer  Inc.'s 
headquarters  in  Santa  Moni- 
ca, Calif.,  bears  the  unmis- 
takable marks  of  faded  glory.  The  12 
Oscar  statuettes  that  adorn  its  lobby 
are  from  many  years  ago.  And  one  of 
them  is  a  fake,  standing  in  for  a  statue 
that  MGM's  embattled  former  owner, 
Giancarlo  Parretti,  gave  away  to  a 
friend  in  1990.  MGM  probably  won't  ex- 
pand this  collection  soon.  After  being 
sapped  of  cash  and  creativity  for  years, 
the  once-proud  studio  is  still  hurting. 

But  mgm's  owner,  Credit  Lyonnais, 
faced  with  a  three-year  legal  deadline 
to  sell  it,  is  mounting  a  valiant  effort 
to  regain  its  lost  greatness.  Lyonnais 
Chairman  Jean  Peyrelevade  is  rubbing 
his  hands  at  the  advent  of  the  multi- 
media revolution  and  watching  as  buy- 
ers pay  fat  prices  for  Paramount  Pic- 
tures Corp.  and  other  studios.  "If  we 
can  organize  a  studio  that  produces 
good  films,"  says  Peyrelevade,  "MGM 
will  be  worth  a  lot."  He  says  invest- 
ment bankers  tell  him  it  should  fetch 
$2  billion  or  "maybe  more." 
HAPPY  ENDING?  Most  film  industry 
sources  think  that  getting  mgm  to 
break  even  will  be  an  epic  struggle. 
The  studio  has  lost  $1  billion  over  the 
past  three  years.  Since  foreclosing  on 
borrower  Parretti  and  taking  over  MGM 


in  1991,  the  bank  has 
also  forgiven  nearly 
$1  billion  in  debt  and 
added  a  new  $400 
million  line  of  credit. 
That  means  Credit 
Lyonnais  has  invest- 
ed or  committed  $2.3 
billion  so  far.  The 
studio  will  need  still 
more   money  this 
year  to  boost  its  an- 
nual output  from  8 
films  to  20.  Studio 
executives  are  ne- 
gotiating with  oth- 
er banks  for  an  ad- 
ditional $.'500  million 
in  loans. 

Complicating  the 
studio's  problems,  Carolco 
Pictures  Inc.,  which  had 
been  counted  on  to  produce 
big-budget  films  for  distribu- 
tion by  MGM,  has  also  run 
into  some  financial  trouble. 
And  MGM's  previous  owners  have  sold 
off  the  rights  to  a  chunk  of  its  2,000- 
film  library. 

The  job  of  producing  a  happy  ending 
for  MGM  has  been  dumped  into  the  lap 
of  Frank  G.  Mancuso,  61-year-old  ex- 
chairman  of  Paramount.  The  film  vete- 


GETTING 
EVEN  WITH  DAD: 
ONE  RAY  OF  HOPE 
FOR  THE  STUDIO 
IS  THIS  SUMMER'S 
CULKIN-D  ANSON 
COMEDY 


ran  has  reasseml 
large  pieces  of 
Paramount  mana 
ment  team  plus 
spected  outsiders 
siders  are  say 
MGM's  prospects  cc 
brighten  this  sumn 
when  it  relea 
Blown  Away,  a  T< 
my  Lee  Jones  thril 
and  Getting  Even  % 
Dad,  a  comedy  st 
ring  Macaulay  Cu 
and  Ted  Danson.  Bh 
Away  is  already  boo 
into  an  impress 
1,800  theaters  for 
July  1  opening. 
In  fact,  Peyrelev; 
argues  that  mgm's  cash  f 
should  turn  positive  n 
year.  In  five  years,  he  se 
the  studio  will  have  rec 
ered  all  the  rights  of  its  1 
library,  boosting  the  stud 
value  to  a  multimedia  buyer.  Peyr 
vade  is  counting  on  MGM's  new  cas 
executives  to  turn  those  hopes  into 
ality  and  remove  a  huge  burden  fr 
his  troubled  bank. 

By  Ronald  Grover  in  Santa  Man 
with  Stewart  Toy  in  Paris 
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THE  WAY  WE  SEE  IT 
THE  ROCK  ON  THE  TOP 
IS  MORE  VALUABLE. 


Coal  may  not  be  considered  a  luxury,  but  that's  precisely 
the  reason  we  think  it  makes  such  a  smart  investment. 

Because  the  demand  for  coal  is  constant  and  strong  in 
every  environment.  It  remains  a  necessity  even  during  a 
recession,  while  the  demand  for  diamonds  tends  to  fall  by 
the  wayside. 

Which  is  exactly  why  Hanson  added  The  Pea  body  (iroup's 
U.S.  and  Australian  coal  operations  to  its  portfolio.  Other 
Hanson  operations  include  building  materials,  forest  products, 
chemicals,  and  such  well  known  consumer  brand  names  as 
Farberware  cookware,  Tommy  Armour  Golf  equipment  and 
Jacuzzi  Whirlpool  Baths. 


Since  being  listed  on  the  New  York  Stock  Kxehange  in 
1986,  sales  have  soared  to  $15  billion,  while  total  market 
capitalization  is  over  $20  billion.    At  the  end  of  1993,  our 
gross  yield  was  5.3%,  double  the  average"  of  the  S&P  500. 

There  is,  of  course,  a  reason  for  our  success:  a  manage- 
ment philosophy  steeped  in  common  sense.    Namely,  to 
own  basic  businesses  that  provide  good,  essential  products 
and  services  and  then  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  while  Hanson  may  never 
be  the  perfect  accessory  for  an  evening  gown,  you  might 
consider  it  for  your  investment  portfolio. 

For  a  copy  of  Hanson's  Annual  Beport  call  1-800-8  HANSON. 


HANSON 
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idvear  Investment  Outloo 


WHERE  TO 
INVEST 

The  Fed  hasn't  made  things  easy,  but  this  guide  should  help 


ager, ": 


■est  rai 


Some  investors  are  learning  it  for  the  first  time, 
while  others  are  painfully  reacquainting  them- 
selves with  the  most  basic  rule  of  the  financial 
markets:  Wall  Street  is  two-way. 
Sure,  in  theory,  everyone  knows  that.  But  it  has  been 
a  long  time  since  investors  lived  through  a  gut-wrenching 
market  decline.  U.  S.  stocks  climbed  steadily  into  record 
territory  from  October,  1992,  until  February  of  this  year 
without  missing  a  step.  Then  they  stumbled,  dropping 
10%  in  eight  weeks.  The  bond  market's  surge  ended  in 
late  1993,.  but  it  wasn't  until  February  that  bond  prices 
started  melting  like  an  iceberg  in  the  tropics. 

Sure,  it  has  been  scary.  But  the  markets  and  most  in- 
vestors—save a  few  ultraleveraged  hedge  funds  that 
made  bad  bets— have  survived  very  well.  Stocks  have 
come  back  to  the  levels  at  which  they  started  the  year. 
Not  so  bonds.  But  bonds  have  rallied  back  from  their 


lows.  Yes,  it's  safe  to  go  back  in  the  water  again.  Tha 
the  theme  of  BUSINESS  week's  Midyear  1994  Where  to  1 
vest— a  guide  to  investment  survival  and  success  in  t. 
second  half. 

The  Federal  Reserve's  actions  have  set  the  tone  f 
this  year's  markets.  The  central  bank  hiked  short-term  i 
terest  rates  four  times  in  as  many  months  to  cool  tl 
economic  expansion  lest  it  turn  inflationary.  The  marke 
decline  was  a  reaction  to  those  rate  increases. 

What  has  many  investors  nervous  is  that  the  Fee 
track  record  on  raising  rates  to  lower  the  pace  of  t 
economy  has  been  mixed.  William  E.  Dodge,  portfo' 
strategist  for  Dean  Witter  Reynolds  Inc.,  remembe 
when  it  worked.  He  sees  the  current  tightening  ai 
market  reaction  as  similar  to  what  happened  from  mi 
1983  to  mid- 1984.  "The  economy  was  expanding  ve: 
rapidly,  long-term  interest  rates  shot  up,  and  the  F 


1 18  BUSINESS  WEEK/JUNE  20,  1994 


ILLUSTRATIONS  BY  JAMES  STEINBERG 


MIDYEAR  INVESTMENT  OUT 


htened,"  recalls  Dodge.  The  stock  market  declined 
%,  but  the  pullback  cleared  the  way  for  a  124%  move 
er  the  next  three  years.  The  Fed  attempted  another 
momic  "soft  landing"  in  1989— and,  notes  Richard  S.  Hu- 
1  of  Crabbe  Huson  Group,  a  pension  and  mutual  fund 
inager,  "the  landing  gear  smashed  right  through  the 
ngs." 

As  for  the  Fed's  moves  this  time,  so  far  so  good.  The 
SINESS  WEEK  survey  of  economists  in  the  accompanying 
onomic  Outlook  (page  120)  shows  a  belief  that  higher 
erest  rates  will  do  the  job  of 
wing  growth  without  sending 
9  economy  into  the  tank.  If 
sy're  right,  that's  a  big  plus  for 
3  markets. 

Of  course,  a  slower-growing 
onomy  will  force  investors  to 
e-tune  their  portfolios,  dropping 
me  of  the  cyclical  companies  for 
9  growth  stocks  that  don't  need 
lard-charging  economy  to  thrive 
age  122).  Investors  may  also 
ice  a  look  at  some  of  the  small- 
pitalization  stocks,  a  market 
lere  a  good  product  or  service 
n  make  big  bucks  for  compa- 
es  and  their  shareholders  no 
atter  what  the  economy  is  doing 
age  126).  For  other  insightful  in- 
tstment  ideas,  turn  to  Inside 
all  Street  (page  160). 
Equity  investors  should  look 
iroad  for  opportunities,  as  well, 
le  European  economies  are  fi- 
lly coming  out  of  the  doldrums, 


;ar  investment  outlook 


CONTENTS 


THE  ECONOMIC  OUTLOOK  it  looks  like 

the  Fed's  tight-money  policy  will  work    PAGE  120 

STOCKS  Think  in  terms  of  companies  that  will 
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and  even  Japan,  with  the  industrial  world's  strongest 
market  in  the  first  half,  is  picking  up  (page  136).  And  the 
emerging  markets,  which  are  in  a  slump  so  far  this 
year,  still  offer  attractive  opportunities.  It's  not  surpris- 
ing that  of  the  four  professional  investors  whose  stock 
picks  we've  tracked  since  December,  the  pro  with  the 
global  portfolio  is  the  winner  thus  far  (page  130). 

It's  also  time  for  buyers  of  bonds— both  taxable  and 
tax-exempt— to  step  up  to  the  plate.  There  are  bargains 
in  today's  nervous  market  (page  142).  Want  to  bet  on 
lower  interest  rates— or  higher 
rates,  if  that's  your  conviction? 
Turn  to  page  154  for  the  lowdown 
on  how  to  play  the  fast-moving 
bond  market  through  options. 

Of  course,  you  may  not  want 
to  bother  with  the  trouble  of  se- 
lecting individual  stocks  and 
bonds.  That's  where  mutual  funds 
help.  Turn  to  page  148  for  an  up- 
to-date  look  at  which  funds  lead 
the  pack.  Precious-metals  funds, 
last  year's  sizzlers,  are  in  the  red 
so  far  this  year.  Gold  bullion  isn't 
attracting  much  interest,  either 
i  page  152).  If  you  want  to  know 
what's  hot,  check  out  page  158. 

Sure,  for  a  while,  the  financial 
markets  looked  like  a  one-way 
road  heading  south.  But  the  traf- 
fic is  starting  to  move  in  the  oth- 
er direction.  It's  time  to  head 
north  and  hit  the  gas. 

By  Jeffrey  M.  Laderman  in  New 
York 
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THE  GROWTH  SCENARIO: 
NICE  AND  EASY 


Sheriff  Alan  Greenspan 
knows  that  inflation  can 
be  one  tough  hombre. 
That's  why  the  Federal 
Reserve  Chairman  and 
his  posse  have  been 
peppering  that  notori- 
ous bandit  with  a  round  of  warning 
shots.  The  question  now:  Did  the  econo- 
my get  caught  in  the  cross  fire? 

As  business  week  sees  it,  the  econo- 
my will  not  escape  unscathed  from  the 
Fed's  four  hikes  in  interest  rates  since 
February.  But  for  the  coming  year,  at 
least,  it  should  keep  chugging  along  at  a 
steady,  if  slower,  pace. 

BUSINESS  WEEK  expects  the  economy 
to  grow  2.9%  in  the  coming  year,  meas- 
ured from  second  quarter  to  second 
quarter,  a  shade  higher  than  the  2.7% 
average  of  the  20  forecasters  we  sur- 
veyed in  early  June  (table).  If  this  quar- 
ter's growth  comes  in  as  expected  at 
about  a  S%%  annual  rate,  the  economy's 
pace  over  the  past  year  will  have  been  a 
much  sturdier  4%. 


Almost  all  forecasters  expect  some 
degree  of  slowdown,  but  the  timing  var- 
ies. Indeed,  "the  range  of  opinion  on  the 
economy,  inflation,  monetary  policy,  and 
the  markets  is  very  wide  at  present, 
and  there's  little  on  the  horizon  to  nar- 
row it,"  says  Donald  H.  Straszheim  at 
Merrill  Lynch  &  Co.  That's  a  formula 
guaranteed  to  keep  the  financial  mar- 
kets unusually  volatile  in  coming 
months.  As  it  is,  the  Fed's  hikes  have  al- 
ready hit  many  investors  in  stocks  and 
bonds,  both  in  the  U.  S.  and  around  the 
world.  A  weaker  dollar  has  also  hurt. 

We  believe  that  growth  will  slow  to 
below  3%  by  the  fourth  quarter  and  re- 


The  Fed's  big  guns  may  keep 
inflation  on  the  lam,  but  has 
the  economy  gotten  caught 
in  the  cross  fire? 


main  there  through  the  first  half  of  1 
A  big  reason  is  that  the  Fed's  tighte: 
has  some  sectors  nursing  flesh  wou 
and  one  big  booster  to  consumer  spi 
ing— mortgage  refinancing— took  a  : 
through  the  heart.  Interest-sensitive 
tors  such  as  housing,  autos,  and  he 
related  durable  goods  won't  be  the  s 
big  players  in  coming  quarters  that 
were  last  year.  After  all,  it  was 
rates  in  1993  that  finally  energized 
previously  anemic  expansion. 

Despite  higher-  rates,  the  economj 
tains  enough  momentum  to  keep 
erating  jobs,  incomes,  and  profits.  Tl 
why  consumer  spending,  especially 
nondurable  goods  and  services,  and  t 
ness  investment  in  equipment  will 
tinue  to  power  growth.  In  particula 
the  effort  to  streamline  operations 
cut  costs,  companies'  push  toward 
technology  will  fuel  another  yea; 
strong  growth  in  capital  spending 
equipment.  But  even  here,  outlays 
unlikely  to  keep  rising  at  the  18%  ai 
al  pace  they  logged  during  the  ] 
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That's  especially  true  in  the  face  of 
>r  borrowing  costs,  an  uncertain  eq- 
market,  and  somewhat  less  bullish 
;  growth  as  the  economy  slows  and 
lg  power  remains  almost  nil. 
nsumers  are  unlikely  to  maintain 
rewed-up  pace  of  spending  as  well. 

have  lifted  their  inflation-adjust- 
itlays  for  goods  and  services  at  an 
il  rate  of  about  4.5%  for  three  quar- 
iow,  although  aftertax  income  rose 
2.9%.  That  disparity  has  dropped 
avings  rate's  six-month  average  to 
ty  3.7%  of  aftertax  income.  So  con- 
rs  may  choose  to  start  rebuilding 

nest  eggs. 

•reover,  "the  housing  recovery  is 
'  says  Gary  L.  Ciminero  at  Fleet 
icial  Group  Inc.— and  with  it  go  the 
I  outlays  on  durable  goods  that  fu- 
,he  recent  spending  spree.  But  now 
consumers  have  bought  beds,  re- 
lators, and  cars,  they  will  have  to 
lase  the  linens,  food,  and  tune-ups 
accompany  those  big-ticket  items, 
course,  housing  was  set  to  slow 
)4  even  before  the  rate  runup.  Af- 
11,  the  homebuilding  upturn  is  al- 
■  three  years  old,  and  the  smaller 
;ysomething  generation  has  fewer 
e  in  the  prime  home-buying  age 
).  Now,  higher  rates  assure  that 
ng  is  peaking,  and  homebuilding 
even  be  a  drag  on  growth  in  the 
d  half.  The  two  percentage  point 
ise  in  30-year  fixed-rate  mortgages 
last  October  has  raised  the  qualify- 
nnual  income  for  a  $100,000  mort- 
by  a  hefty  $7,000. 
feat.  Also,  1993's  low  interest  rates 
lot  be  around  to  soften  the  blow 
fiscal  drag,  as  they  did  last  year 
the  bond  market  rallied  in  re- 
e  to  the  Clinton  Administration's 
,s  to  narrow  the  federal  budget 
^ow,  long  rates  are  back  up  sharp- 
en as  the  shrinking  deficit  contin- 
)  drain  stimulus  from  the  economy. 
>wer  growth  is  exactly  what  the 
las  in  mind,  but  history  carries  a 
ing.  For  the  second  time  in  six 
,  the  Greenspan  Fed  is  attempting 
e  feat:  By  hiking  rates,  the  cen- 
>ank  is  trying  to  keep  inflation  on 
im  without  tipping  the  economy 
t  recession,  which  is  where  nearly 
ist  tries  at  a  "soft  landing"  have 
1  up. 

is  time  may  be  different.  To  begin 
in  an  unusually  bold  move,  the 
al  bank  acted  well  before  any  evi- 
of  inflationary  pressures.  Annual 
mer  price  inflation  is  only  2.4%, 
rice  pressures  may  still  be  held  in 
even  after  more  than  three  years 
:>nomic  growth.  First,  the  improving 
'lying  trend  of  productivity  is  hold- 
ai  )wn  unit  labor  costs.  Also,  overseas 
stition  is  limiting  price  hikes,  and 


offshore  and  foreign  capacity  makes  sup- 
ply bottlenecks  less  likely. 

Not  only  that,  the  increase  in  the 
overnight  federal  funds  rate— the  Fed- 
controlled  anchor  for  money  market 
rates— is  one  of  the  steepest  four-month 
hikes  on  record.  The  rate  has  risen  from 
3%  on  Feb.  4  to  4.25%  currently.  All  this 
raises  the  odds  that  growth  will  moder- 
ate and  that  little  further  tightening  is 
needed  to  keep  policy  in  the  "neutral" 
setting  the  Fed  desires— neither  stimula- 
tive nor  restrictive. 

We  expect  no  more  than  a  further 
half-point  rise  in  the  funds  rate  this 
year.  If  so,  the  duo  of  slower  growth 
and  tame  inflation  will  calm  the  recent 
selling  frenzy  in  the  bond  markets  both 
here  and  abroad.  Those  forecasters  who 


before  it  gets  better,  increasing  the  dol- 
lar's vulnerability.  Indeed,  another  round 
of  dollar  weakness,  and  its  inflationary 
implications,  is  a  wild  card  in  the  outlook 
that  could  upset  the  touchy  financial 
markets  and  possibly  lead  to  more  Fed 
tightening. 

rebounding  crude.  Another  surprise 
could  be  higher  oil  prices,  stoked  by 
economic  recoveries  in  Europe  and  Ja- 
pan, and  by  a  delay  in  Iraq's  reentry 
into  the  oil  market.  "People  had  talked 
about  $10  oil,"  says  Charles  Lieberman 
at  Chemical  Securities,  "but  already  pric- 
es have  rebounded  to  more  than  $18 
per  barrel."  In  addition,  Michael  R.  Pas- 
lawskyj  at  CIT  Group  warns  that  an  eye- 
ball-to-eyeball confrontation  with  North 
Korea  would  slam  consumer  confidence 


WHAT  ECONOMISTS  ARE  FORECASTING 


Percent  change  in  real  gross  domestic  product 


1994 


1995 


HQ '94 


II 

III 

IV 

1 

II 

HQ '95 

CHARLES  LIEBERMAN  Chemical  Securities 

4.5 

4.4 

3.9 

3.6 

3.4 

3.8 

JASON  BENDERLY  Benderly  Economic  Associates 

4.7 

4.7 

4.0 

3.5 

3.0 

3.8 

DONALD  RATAJCZAK  Georgia  State  University 

4.0 

4.0 

3.5 

3.6 

3.2 

3.6 

PAUL  W.  BOLTZ  T.  Rowe  Price  Associates 

4.3 

3.4 

3.6 

3.2 

2.8 

3.3 

MICHAEL  R.  ENGLUND  MMS  International 

4.0 

3.0 

3.5 

3.0 

3.0 

3.1 

NANCY  J.  KIMELMAN  Technical  Data 

3.2 

3.0 

3.4 

3.0 

3.0 

3.1 

MICKEY  LEVY  Nationsbanc  Capital  Markets 

4.5 

3.7 

2.6 

3.0 

2.8 

3.0 

DONALD  H.STRASZHEIM  Merrill  Lynch 

3.5 

3.1 

3.0 

2.8 

3.0 

3.0 

JAMES  C.  COOPER,  KATHLEEN  MADIGAN  BW 

3.4 

3.1 

2.8 

2.9 

2.6 

2.9 

CONSTANTINE  SORAS  NYNEX 

4.1 

3.0 

2.5 

3.3 

2.3 

2.8 

LAURENCE  H.  MEYER  Laurence  H.  Meyer  &  Assoc. 

3.5 

3.1 

2.7 

2.7 

2.8 

2.8 

STUART  G.  HOFFMAN  PNC  Bank  Corp. 

4.0 

2.5 

2.6 

2.8 

2.8 

2.7 

SUNG  WON  S0HN  NorWest 

4.0 

3.5 

2.5 

2.5 

2.0 

2.6 

DAVID  M.  BLITZER  Standard  &  Poor's 

3.9 

3.5 

2.6 

2.4 

1.2 

2.4 

PHILIP  BRAVERMAN  DKB  Securities 

2.5 

2.0 

2.0 

2.5 

2.5 

2.3 

GARY  L.  CIMINERO  Fleet  Financial  Group 

3.5 

2.3 

2.4 

2.1 

2.3 

2.3 

KENNETH  TMAYLAND  KeyCorp. 

3.1 

2.8 

2.2 

2.0 

1.5 

2.1 

HOWARD  KEEN  Conrail 

2.7 

2.1 

1.1 

2.1 

1.5 

1.7 

MICHAEL  R.  PASLAWSKYJ  CIT  Group 

3.0 

2.3 

1.8 

1.5 

1.2 

1.7 

ROBERT  H.  PARKS  Robert  H.  Parks  &  Associates 

3.0 

3.0 

2.0 

0.0 

1.0 

1.5 

AVERAGE 

3.7 

3.1 

2.7 

2.6 

2.4 

2.7 

DATA:  BUSINESSWEEK 


see  stronger  growth  and  a  later-arriving 
slowdown,  however,  see  much  more  Fed 
tightening— with  federal  funds  at  5.5%— 
and  still  higher  bond  yields. 

Amid  a  cooler  pace  of  domestic  spend- 
ing, however,  the  economy  can  count  on 
a  little  more  help  from  demand  over- 
seas. By  this  time  next  year,  the  now 
nascent  recoveries  in  Europe  and  Japan 
will  have  more  punch,  and  U.  S.  export- 
ers will  feel  the  lift.  The  problem:  A 
flood  of  imports  will  offset  much  of  the 
growth  impact  of  greater  exports.  So, 
the  Merican  trade  deficit  will  get  worse 


just  as  the  Fed  is  trying  to  slow  the 
economy,  in  what  would  be  an  eerie  re- 
play of  the  gulf  war  recession  scenario  of 
1990. 

But  barring  any  shocks,  the  coming 
year  should  be  to  the  liking  of  house- 
holds, businesses— and  policymakers.  The 
Clinton  Administration  will  worry  less 
about  rising  interest  rates,  and  the  Fed 
should  be  able  to  hang  up  its  guns  for  a 
while  and  enjoy  the  tumbleweed  roll  of 
slower,  noninflationary  growth. 

By  James  C.  Cooper  and  Kathleen 
Madigan  in  New  York 
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STOCKS  MAY  WARM  TO 
THE  FED'S  COOIPOWN 

The  market  looks  ready  to  build  on  some  hidden  strengths 


Even  in  bull  markets, 
stock  market  investors 
have  crises  of  confi- 
dence. They  fret  about 
the  next  turn  in  the 
economy,  surges  of  in- 
flation, unwelcome  sur- 
prises in  corporate  profits— and  exoge- 
nous factors,  such  as  the  threat  from 
North  Korea's  nuclear  plans.  But  from 
late  1990  until  early  this  year,  worried 
investors  could  take  comfort  that  the 
Federal  Reserve  was  solidly  backing 
them  with  a  monetary  policy  that  was 
unambiguously  bullish  for  stocks. 

But  now,  when  equity  investors  break 
out  in  a  cold  sweat,  there's  no  warm, 
friendly  Fed  to  reassure  them.  Since 
early  February,  the  central  bank  has 
hiked  short-term  interest  rates  1.25  per- 
centage points  in  an  attempt  to  cool 
down  the  economic  expansion.  That  sent 
the  Dow  Jones  industrial  average  plum- 
meting from  3979  to  3593-nearly  10%- 
in  just  eight  weeks.  The  Dow  recovered 
to  3769  by  June  6,  but  that  hasn't 
quashed  fears  of  yet  another  steep  drop. 

Now,  equity  investors'  overriding  con- 
cern is  the  Fed  itself.  The  main  debate 
on  Wall  Street  these  days  is  how  effec- 
tive the  central  bank  will  be  in  slowing 
the  economy  and  heading  off  inflation 
before  it  becomes  a  problem. 
RATE  DEBATE.  Has  the  Fed  done  enough 
tightening  of  monetary  policy,  or  will  it 
need  to  do  more?  Byron  R.  Wien,  Mor- 
gan Stanley  &  Co.'s  U.  S.  investment 
strategist  thinks  the  stock— and  bond- 
markets  will  have  an  upbeat  second  half, 
especially  in  the  fourth  quarter,  because 
the  Fed's  braking  action  is  working. 
"The  economy  is  slowing,"  says  Wien, 
"and  interest  rates  will  come  down  later 
this  year."  On  the  other  hand,  strate- 
gist David  G.  Shulman  of  Salomon 
Brothers  Inc.  and  Jeffrey  M.  Applegate 
of  CS  First  Boston  contend  that  fed 
funds,  at  4.25%,  will  have  to  go  over 
5%  before  the  economy  cools  enough  to 
satisfy  the  central  bank.  There  could  lie 
trouble  for  stocks  later  in  the  year  if 
the  Fed  boosts  rates  yet  again. 

The  Fed  debate  may  drag  on  for 
months.  But  it  could  be  a  huge  mistake 
for  investors  to  sit  on  the  sidelines  until 


it's  resolved.  Even  Applegate, 
who  expects  more  tighten- 
ing, is  counseling  investors 
to  buy.  "Most  of  this  year's 
declines  came  in  six  trading 
days,"  he  says.  "The  re- 
bound will  happen  the  same 
way.  If  you  stay  too  defen- 
sive now,  you  risk  getting 
shut  out  later." 

In  fact,  all  the  hand- 
wringing  over  the  Fed's 
next  move  is  obscuring  the 
market's  fundamenta 
strengths  and  the  reason: 
to  stay  with  stocks: 

■  Company  profits  are 
looking  bright,  and  ana- 
lysts are  still  raising  their 
i994  and  1995  forecasts, 
even  in  the  face  of  higher 
interest  rates.  Zacks  Invest- 
ment Research  says  analysts 
are  looking  for  a  16%  gain  in 
earnings  for  the  Standard  &  Poor's  500- 
stock  index  this  year  and  a  13%  increase 
in  1995. 

■  Corporations  are  generating  plenty  of 
cash.  Kenneth  S.  Hackel  of  Systematic 
Financial  Management,  a  Fort  Lee 
(N.J.)  money  manager,  says  stocks  are 
cheap  when  valued  by  free  cash  flow 
(net  income  plus  depreciation,  less  pre- 
ferred dividends  and  necessary  expendi- 
tures). Hackel  says  the  S&P  stocks  are 
selling  for  23.5  times  free  cash  flow,  vs. 


THE  DOW:  TRYING  TO 
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the  long-term  average  of  25.  CompaB 

use  free  cash  flow  to  make  acquisiti 
buy  back  shares,  and  pay  dividends 

■  Equity  mutual  funds  are  still  get 
huge  inflows  from  individual  invest| 
Inflows  dropped  in  March,  but  Ap 
$11.3  billion  was  nearly  as  high  a 
April,  1993.  Fund  watchers  say  Maj 
flows  ran  at  early  1994  levels. 

■  Sentiment— when  measured  by  pol 
newsletter  writers,  investment  advis 
and  stock-index  futures  traders— is  d< 
edly  bearish,  which  is  a  contrary  inc 
tor  and  bullish  for  stocks.  The  reas 
that  the  market  already  has  discou 
the  bad  news,  so  any  favorable  deve 
ments  trigger  a  lot  of  buying. 

Perhaps  the  best  case  for  stock 
the  behavior  of  the  market  itself, 
spite  the  spike  in  interest  rates, 
Dow  and  the  S&P  stand  where  t 
started  in  January.  At  worst,  the  st< 
fell  10%  from  their  highs,  as  comp; 
with  the  17%  plunge  in  long-term  b< 
and  20%-plus  spills  in  many  emerj 
markets.  Don  R.  Hays,  investment  s 
egist  at  Wheat  First  Butcher  Sin, 
says  the  overdue  correction— until 
year,  there  hadn't  been  a  10%  sel 
since  1990— is  done  and  has  cleared 
deck  for  the  next  leg  up.  Says  H 
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r  the  first  time  in  two  or  three 
rs,  I  feel  pretty  good  about  the  po- 
m\  for  the  s&P  500." 
n  fact,  some  money  managers  are 
;ing  to  big-cap  stocks  after  several 
rs  of  playing  in  cyclicals  or  small-cap 
nid-caps.  "Investors  like  the  quality 

the  liquidity  of  the  big-cap  stocks," 
>  market  analyst  Laszlo  Birinyi  of  Bi- 
ri  Associates.  He  notes  that  money 

gone  into  the  big-cap  stocks  and 
ted  away  from  the  otc  companies. 


Actually,  there's  good  reason  for  mov- 
ing back  to  the  big  S&P  stocks.  First, 
the  index  is  home  to  lots  of  big  consu- 
mer stocks  that  have  languished  for  the 
past  few  years.  Such  companies  as  Dis- 
ney, Johnson  &  Johnson,  Merck,  and 
Wal-Mart  Stores  are  frequently  men- 
tioned. Roger  Engemann  &  Associates' 
private  accounts  and  Pasadena  mutual 
funds,  together  worth  $4.7  billion,  are 
chock-full  of  such  big  consumer  stocks. 
Engemann  argues  that  the  market  will 
embrace  these  companies  because  the 
cyclicals'  growth  rate  will  decline. 
What's  more,  these 
stocks  are  cheap.  The 
large-cap  growth  stocks 
as  a  whole  trade  at 
about  the  same  price- 
to-earnings  ratio  as 
the  S&P,  which  means 
the  premium  price  of- 
ten attached  to  these 
stocks  has  disap- 
peared. Lehman 
Brothers  analyst 
Elaine  M.  Garzarel- 
li  says  many  growth- 
stock  sectors,  such  as 
drugs,  health  care, 
and  food  companies,  are  attrac- 
tive. She  recently  upgraded  the 
S&P  soft-drink  stocks— namely 
Coca-Cola  Co.  and  PepsiCo  Inc.— 
because  they  trade  at  a  p-e  ratio 
only  5%  higher  than  that  of  the 
S&P  500.  Typically,  Coke  and  Pepsi 
sell  at  p-e's  30%  to  45%  greater  than 
the  S&P.  By  her  estimation,  the  soda 
stocks  should  perform  37%  better  than 
the  s&P  over  the  next  12  months. 
HERE'S  THE  BEEF.  The  shift  to  big  consu- 
mer growth  stocks  also  dovetails  with 
an  expected  pickup  in  business  over- 
seas. "These  companies'  exposure  to  Eu- 
rope is  going  to  help,"  says  George  W. 
Jacobsen,  chief  investment  officer  of  Tre- 
vor Stewart  Burton  &  Jacobsen,  a  New 
York  investment  manager.  Among  his 
choices  are  Gillette,  Hasbro,  Kimberly- 


!1 

Buy  large-cap 
growth  stocks- 

especially 
companies  with 
hefty  sales 
in  foreign 
markets 


Clark,  Mattel,  and  McDonald's.  Jacob- 
sen  also  is  bullish  on  two  advertising 
agencies,  both  with  substantial  non'-U.  S. 
revenues:  Interpublic  Group  of  Cos.  and 
Omnicom  Group  Inc. 

Of  course,  there  are  still  some  oppor- 
tunities outside  the  large-cap  growth 
stocks.  Richard  S.  Huson  of  the  Crabbe 
Huson  Group,  a  pension  and  mutual  fund 
manager,  thinks  IBP  Inc.,  the  giant  beef 
processor,  has  little  downside  and  po- 
tential for  big  gains.  IBP  has  a  large  cost 
advantage  over  its  competitors.  Coupled 
with  lower  cattle  prices,  IBP  has  a  recipe 
for  plump  profits.  "It's  not 
affected  by  the  economic  cy- 
cle," says  Huson.  "It's  in  a 
cycle  all  its  own  that  is  now 
favorable." 

Even  investors  who  be- 
lieve the  economy  will  slow 
may  want  to  use  energy 
stocks  to  hedge  against  high- 
er oil  prices.  Among  the  fa- 
vorites are  Amerada  Hess, 
Atlantic  Richfield,  Occiden- 
tal Petroleum,  and  Sun.  W. 
Anthony  Hitschler,  president 
of  Brandy  wine  Asset  Man- 
agement, says  Amerada 
Hess  is  especially  attractive  because  it's 
benefiting  from  a  large  capital-spending 
program.  Analyst  James  F.  Clark  of  cs 
First  Boston  estimates  that  each  $l-per- 
barrel  hike  in  oil  brings  about  53<t  to 
Amerada's  bottom  line. 

For  contrarian-minded  investors,  some 
of  the  best  buys  are  big  investment 
banks,  such  as  Bear  Stearns,  Merrill 
Lynch,  and  Morgan  Stanley.  James  H. 
Gipson,  president  of  Pacific  Financial  Re- 
search, says  these  big  broker's  sell  for  a 
mere  30%  to  40%  premium  over  the  val- 
ue of  their  securities  inventories,  a  bar- 
gain price.  "The  cheapest  thing  on  Wall 
Street  is  Wall  Street  itself,"  says  Gipson. 
For  sure,  if  the  crowd  is  so  negative 
about  Wall  Street  itself,  better  times 
and  higher  prices  can't  be  far  away. 
By  Jeffrey  M.  Laderman  in  New  York 


STOCKS  THAT  SHOULD  THRIVE  IN  A  JITTERY  MARKET 


Stock  price* 


P-E  ratio**    Dividend  yield 


Stock  price* 


P-E  ratio**    Dividend  yield 


MERADA  HESS  49  43.0  1.2% 

oming  off  a  period  of  losses,  the  p-e  is  high.  But  this  oil  company 
a  smart  investment  for  those  who  think  oil  prices  are  going  up. 


SSY2 


16.9 


2.4 


ight  to  quality  is  spurring  interest  in  the  premier  telecommunica- 
Dns  company.  Will  be  major  player  in  global  info  network. 

itkorp  40  7.6  1.5 

espite  higher  interest  rates,  bank  stocks  are  strong.  Citi  should 
rofit  as  foreign  economies  pick  up. 

»  26  12.9  0.8 

'iant  beef  processor  has  lowest  overhead  in  industry.  Larger  herds 
lould  keep  cattle  prices  down,  profits  up. 

WE  6, 1994       "BASED  ON  1994  ESTIMATES 


JOHNSON  &  JOHNSON  42%  14.1  2.7% 

Health-care  stocks  are  starting  to  look  better,  and  this  giant  is 
showing  up  on  many  buy  lists. 

MORGAN  STANLEY  60'/  7.5  2.0 

Earnings  may  have  peaked,  but  this  blue-chip  investment  bank 
sells  at  not  much  more  than  the  value  of  its  securities  inventory. 

omnicom  46  15.5  2.7 

As  they  fight  for  sales,  companies  will  step  up  advertising  expendi- 
tures. That's  bullish  for  advertising  agencies  such  as  this  one. 

WAL-MART  STORES  233/  19.5  0.7 

Onetime  stock  market  darling  sells  near  three-year  low,  yet  new 
stores  in  Canada  and  Mexico  should  keep  profits  rolling  in. 

DATA:  BW  INTERVIEWS  WITH  MONEY  MANAGERS  AND  ANALYSTS,  ZACKS  INVESTMENT  RESEARCH,  BLOOMBERG  FINANCIAL  MARKETS 
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I'm  sitting  in  the  middle  of  the  floor. 

Frowning. 
Where  to  next? 
I'm  holding  a  compass. 

The  needle  6  \P 
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Everybody  wants  to  be  able  to  control  their  company  's  destiny  Which  is  why  we  Ye  helped  companies  from  SpectraVision  to 


I  Ind  new  ways  of  using  information  to  help  them  head  in  the  right  direction.  Call  (800)  566-9337,  ext.  1020. 
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IT  MAY  NOT  BE  TAPS 
FOR  SMALL  CAPS 


Secondary  stocks  have  lapsed  into  a  heavy  snooze — but  they  still  show  signs  of  life 


ERE 

11 

0 
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For  fans  of  small-cap 
stocks,  who  had  count- 
ed on  seeing  those  little 
devils  continue  to  beat 
i  he  market,  1994  is  not 
going  according  to  plan. 
Secondary  stocks  have 
joined  their  larger  brethren  in  a 
seesaw  move  that  has  brought 
them  back  to  just  below  where  I 
they  started  at  the  beginning  o 
the  year  (chart).  It  seems  that 
the  resurgence  in  small-cap  stocks 
is  grinding  to  a  halt. 

( )r  is  it?  In  fact,  the  small  caps 
are  probably  hesitating,  not  conk- 
ing out.  Valuation  levels  remain 
reasonable— secondary  stocks  are 
trading  at  a  historically  favorable  jg|f| 
25%  premium  to  the  price-earnings  fp 
ratio  of  the  Standard  &  Poor's  500-  ^£ 
stock  index.  And  although  some  sec- 
tors  are  likely  to  come  in  for  continued 
potshots,  as  evidenced  by  the  troubles 
that  have  beset  once  high-flying  sectors 
such  as  health  care  and  casinos,  the  eco- 
nomic winds  are  actually  blowing  the 
small  caps  forward.  John  W.  Ballen,  who 
runs  small-cap  portfolios  for  Massachu- 
setts Financial  Services,  observes  that 
"even  though  earnings  growth  in  the 
S&P  500  may  be  difficult  to  come  by,  be- 
cause of  margin  squeezes  and  resistance 
to  raising  prices,  companies  with  high 
unit  growth  will  be  rewarded."  And  to 
him,  that  argues  in  favor  of  the  small- 
cap  sector. 

hotbeds  of  hype.  There  is  another  argu- 
ment for  small-cap  stocks,  at  least  ac- 
cording to  portfolio  managers  like  Bal- 
len: They  are  not  performing  quite  as 
poorly  as  they  often  do  during  times  of 
market  setbacks.  The  whipsawing  vola- 
tility of  previous  corrections  simply  isn't 
there  for  the  most  part,  even  though 
money-flow  statistics  show  a  steady 
stream  of  investment  funds  out  of  over- 
the-counter  stocks  into  the  components 
of  the  s&P  500. 

The  market's  blase  attitude  toward 
secondaries  may  be  a  reflection  of  the 
sentiment  among  small-cap  stock  pickers, 
who  tend  to  be  "bottoms-up"  types  who 
hunt  companies  on  the  basis  of  funda- 
mental factors,  pretty  much  ignoring 
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Street  sentiment.  "We  agree  with  War- 
ren Buffett— long-term  investing  is  his 
style  too,"  says  Lee  Kopp,  whose  Kopp 
Investment  Advisors  money  manage- 
ment firm  runs  $1  billion  in  small-  and 
mid-cap  portfolios.  That's  a  pretty  typi- 
cal, if  self-serving,  sentiment  among  pro- 
fessional small-cap  investors,  most  of 
whom  have  seen  their  holdings  flat  or 
down  in  the  year  to  date. 

If  there  is  danger  in  the  small-cap 
arena,  it  resides  among  the  hotbeds  of 
hype.  Among  them  are  cold-caller  fa- 
vorites such  as  recent  initial  public  offer- 
ings and  fads  such  as  restaurant  chains 
and  casinos— though  gambling  compa- 
nies have  been  so  battered  that  they 
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may  be  a  good  buy  now.  The  bes 
proach  to  small  caps— which  play 
their   major   advantage  over 
stocks— is  to  focus  on  the  many  s] 
companies  that  are  not  widely  foil 
>y  brokerage-house  analysts, 
are  not  necessarily  obscure  c 
nies.  Marina  Carlson,  co-manaj 
the  Strong  Common  Stock  an 
portunity  mutual  funds,  c 
among  her  favorites  Libbey 
a  glassware  company  with  a 
!  known  name  in  Middle  Am 
"It's  a  very  cheap  stock,  selli 
just  10  times  projected  1994 
ings,"  Carlson  notes. 
NICHE  BY  NICHE.  Another 
where   opportunities  aboun 
health  care.  Kopp  is  cherry-pi 
smaller  companies  such  as 
ven  Corp.,  a  leading  national  n 
'  home  chain,  while  avoiding 
drug  makers  and  health-mainte 
organizations  that 
are  becoming,  he 
feels,  a  bit  pricey. 
At  the  Delaware 
mutual  fund  group, 
small-cap  portfolio 
manager  Edward 
Antoian    is  also 
looking  for  niches 
within  health  care. 
Health    care  for 
women,  for  exam- 
ple, is  the  focus  of 
companies  such  as 
Columbia  Laborato- 
ries, Noven  Pharmaceuticals,  and  Et 
Holdings. 

With  "niche  investing"  all  the 
among  small-cap  buyers,  that  m 
concentrating  on  sectors  that  are  1 
known  to  most  investors.  Home-sec 
companies,  for  example,  are  a  pi 
daily  high-growth  area  that  Antoi 
pursuing.  Fear  of  crime,  he  note 
giving  a  boost  to  such  residential-si| 
ity  outfits  as  Pittston  Services, 
and  Multimedia.  That's  small  solac 
anyone  who  has  been  burglarized  k 
But  finding  silver  linings  in  clou< 
what  small-cap  investing  is  all  a 
nowadays. 

By  Gary  Weiss  in  New 


With  "ni 
investing' 
rage,  ti 
health-can 
home-sect 
compan 
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A  Clear  View  of 
today's  global  markets. 


After  almost  a  quarter  century  of  observa- 
tion and  analysis,  we  at  G.T.  Global  have  devel- 
oped our  own  clear  view  of  global  markets. 

We  believe  that  change  is  in  the  air,  and 
that  change  can  create  opportunities.  How- 
ever, change  also  creates  uncertainty,  so  we 
believe  it  is  especially  important  for  investors 
today  to  remember  to: 

►  Stay  focused  on  long-term  goals.  Don't 
try  to  time  the  markets. 

►  Expect  volatility  in  the  near  term.  Short- 
term  market  fluctuations  are  normal. 

►  Diversify  globally.  Stock  and  bond  markets 
around  the  world  can  move  at  different 
times  and  rates. 


©  Tom  Van  Sant  /  The  CeoSphere  Project  Santa  Monica.  Calif. 

This  has  been  our  investment  philosophy 
since  G.T.  Global  was  founded  in  1969.  Today, 
we  manage  more  than  $20  billion  for  indi- 
vidual and  institutional  investors  worldwide. 

Please  call  your  financial  advisor  if  you  have 
questions  about  today's  markets,  or  the 
importance  of  global  diversification. 


G.T.  GLOBAL 

50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 


London 
Hong  Kong 


Singapore 
Tokyo 


Sydney 
San  Francisco 


WHEN  YOU  INVEST  FOR  YOUR  FUTURE,  THINK  GLOBAL...  G.T  GLOBAL. 
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The  Client/Server  Soli 


The  SAS  System  for  Information  Delivery 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  "islands  of  information"—  including 
host  system  files,  flat  files, 
and  corporate  DBMS  s  such 
as  DB2®  ORACI.i; 


and  dBASE 
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An  exclusive  MultiVendor  Architectui 
is  behind  the  SAS  System's  strategy  for 
hardware  independence.  Applicati 
run  the  same  way  across  PCs,  workstatio 
and  host  systems  — making  true  client/si 
computing  a  reality  while  exploiting  the 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  every  k 
with  the  SAS  System's  strategy  for  inter!  j.1 
versatility.  An  EIS  interface  puts  decisi< 
makers  in  command  of  the  facts— when 
need  them.  There's  also  a  task-oriented 
menu-driven  interface  for  business 


ferp 


o  Wide  Id 


i  n  for  EIS 


sts. . .  plus  object- oriented  and  full- 
ion  programming  environments  for 
:ations  developers, 
le  SAS  System's  applications 
rration  strategy  provides  one  seamless 
on  for  virtually  any  application  that 
'es  accessing,  managing,  analyzing,  or 
nting  data.  Choose  integrated  tools  for 
on  support,  reporting,  financial  %  %  %  * 
iis,  market  research,  project 
gement,  quality  improvement,  ^ 
lore.  All  backed  by  SAS  Institute  % 
i  vital  force  in  the  information  % 


industry  with  a  strong  commitment  to 
helping  you  succeed  — and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-8123 


SAS  is  a  registered  trademark  »>l  V\s  Institute  Iik 
Copyright  <  1994  b)  SAS  Institute  Int 
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FOUR  PROS  MAKE  THEIR  PICKS 
— AND  TWO  TAKE  THEIR  LUMPS 

Today's  market  proves  a  tough  challenge  to  contestants  in  our  annual  stock-picking  tourney 


ERE 
0 

1ST 


Finding  a  red-hot  stock 
in  today's  market  is  not 
easy.  But  Joe  Scott- 
Plummer,  an  invest- 
ment manager  from 
Scotland,  did  just  that. 
He  identified  a  Peru- 
vian telephone  company  whose  shares 
are  up  a  stellar  77.6%  so  far  this  year. 
None  of  his  other  stock  picks  worked 
nearly  as  well,  but  the  Peruvian  invest- 
ment puts  Plummer  at  the  head  of  the 
pack  of  four  investment 
pros  participating  in  busi- 
ness week's  annual  stock- 
picking  contest.  Last  De- 
cember, we  asked  four 
experts  to  invest  a  hypo- 
thetical $10,000  in  each  of 
10  stocks.  At  midyear, 
Plummer's  portfolio  of  for- 
eign stocks  is  up  5.7%.  His 
picks  are  beating  the  Stan- 
dard &  Poor's  500-stock  in- 
dex, which  has  fallen  1.5% 
over  the  same  period. 

The  other  three  investors 
focused  their  investments 
on  U.  S.  stocks  and  bought 
near  the  peak  of  the  mar- 
ket, which  began  slumping 
in  February.  All  the  port- 
folios lost  money,  although 
one  stayed  a  hair  ahead  of 
the  S&P.  But  the  remaining 
two  turned  in  abysmal  per- 
formances—double-digit neg- 
ative returns,  largely  due 
to  their  positions  in  the 
hard-hit  technology  and  bio- 
tech  sectors. 

savvy  move.  Runner-up  is 
Peter  C.  Bennett,  chief  investment  offi- 
cer of  State  Street  Research  &  Man- 
agement Co.  in  Boston.  He  correctly 
picked  two  technology  stocks  that  were 
big  winners,  but  they  weren't  enough 
to  offset  the  effect  of  one  stock— idb 
Communications— which  crashed  on  June 
1.  He  finished  down  1.3%.  Small-stock 
specialist  Elizabeth  B.  Dater,  who  runs 
the  Emerging  Growth  Fund  at  Warburg 
Pincus  Counsellors  Inc.,  chose  a  portfolio 
of  stocks  that  is  down  12.2%,  chiefly  be- 
cause of  bum  investments  in  high-tech 


companies  and  a  biotech  firm.  Technolo- 
gy specialist  Michael  Murphy,  editor  of 
the  Overpriced  Stocks  newsletter  and 
California  Technology  Stock  Letter,  was 
down  16.3%.  His  loss  was  mitigated  by  a 
savvy  decision  to  sell  one  stock,  Water- 
house  Investor  Services  Inc.,  short,  a 
move  that  produced  a  41.6%  gain. 

All  the  investors  are  optimistic  that  at 
least  some  of  their  stocks  will  bounce 
back  in  the  second  half.  They  each  took 
advantage  of  the  opportunity  BUSINESS 


take  steps  to  move  into  the  modi 
world,"  says  Plummer.  cpt  remains) 
top  pick  for  the  next  six  months. 

To  bolster  his  portfolio  for  the 
ond  half,  Plummer  wants  to  sell  on 
his  losers:  Hongkong  Shanghai  Banl 
Corp.,  down  10.3%.  He  wants  to  bi 
stock  on  the  Thailand  Exchange,  Bi 
kok  Bank  Public  Co.,  which  is  tradin; 
$8.40  a  share  in  U.  S.  dollars,  and  w' 
Plummer  says  will  have  loan  growt 
18%  to  20%  a  year. 


PERCENT 
CHANGE 

DEC.  13, 1993 
TO  JUNE  6,  1994 


BIGGEST 
WINNER 


BIGGEST 
LOSER 

SECOND 
HALF'S 
TOP  PICK 


JOE  SCOTT-PLUMMER         PETER  C.  BENNETT         ELIZABETH  B.  DATER 


DOWN 

12.2% 


CO.  PERUANA  DE 
TELEFONOS 

77.6% 

AOYAMA 
TRADING 

-46.5% 

CO.  PERUANA  DE 
TELEFONOS 


MILLIPORE 

49.7% 

IDB 

COMMUNICATIONS 

-47.0% 

EQUITABLE  COS. 


METHODS 
ELECTRONICS 

22.0% 

GENSIA 
PHARMACEUTICALS 

-47.0% 

INFINITY 
BROADCASTING 


DOWN 

16.3% 


WATERHOUSE 
INVESTOR  SVCS. 

41.6% 


WEITEK 

-52.9% 


WEITEK 


week  allows  in  this  contest  to  sell  one 
stock  and  buy  something  else. 

Plummer,  who  is  chief  investment  of- 
ficer for  Martin  Currie  Investment  Man- 
agement Ltd.  in  Edinburgh,  describes 
himself  as  a  "growth  manager  with  val- 
ue" who  invests  primarily  in  emerging 
markets.  Compafiia  Peruana  de  Tele- 
fonos,  his  best  pick,  behaved  more  like  a 
highflier,  gaining  77.6%  after  considering 
the  effect  of  exchange  rates.  The  compa- 
ny is  an  example  of  "what  can  happen  to 
telecommunication  stocks  when  people 


Bennett  would  have  beaten  the 
handily  had  it  not  been  for  one  unfc 
nate  investment.  On  June  1,  share 
DOB  Communications  tanked  by  57%  i 
the  company  disclosed  a  dispute 
its  accountant,  idb's  shares  have  re 
ered  somewhat  but  are  still  down 
since  Bennett  bought  them. 

The  rest  of  Bennett's  portfolio 
eludes  two  big  winners:  Millipore  C< 
a  biotech  and  semiconductor  indu 
supplier  recovering  from  tough  tii 
is  up  49.7%.  And  Sybase  Inc.,  a  hot 
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Ryder  Full  Service  Lease 

prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 

business,  call  1-800-RYDER-OK,  ext.  102,  for  a  free 

brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.  KYDtER 

1-800-RYDER-OK  " 

©1993  Ryder  Truck  Rental,  Inc  A  Ryder  System  Co.  Ryder  is  an  equal  opportunity  employer 


DO  YOU  HAVE  THE  RIGHT  MIX 
OF  STOCKS,  BONDS, 
AND  CASH  RESERVES? 

Find  out  through  our  four-step  investing  plan.  Discover  how  your  objectives, 
time  horizon,  risk  tolerance,  and  financial  situation  help  to  determine  how 
your  assets  should  be  divided  among  stocks, 
bonds,  and  cash  reserves.  Then  learn  how  to 
carry  out  your  strategy.  The  Vanguard 
Investment  Planner  is  a  valuable,  practical 
guide  to  investing. 

Call  1-800-962-5014 

Any  Hour,  Any  Day 
For  Your  FREE  Copy 

Vanguard  Funds  are  offered  only  by  prospectus, 
which  includes  complete  information  on  advisory 
fees,  distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
©  1994  Vanguard  Marketing  Corp.,  Distributor 

TH^an^uardGROUP 

*^OF  INVESTMENT  COMPANIES 


ID. 


Yon  iirnvc,  feeling;  both  assured  and  inspired  by  clear  blue  skies 
and  I  ermont's  Green  Mountains.  Should  yon  explore  or  absorb? 

Yon  defer  to  your  senses  and  choose  your  place  in  the  sun. 


Your  sunrise  walk  together  brought  it  all  back. 
He  even  asked  to  join  you  for  aerobics. 

You  lose  doubles  6-4  and  are  both  still  smiling. 


You  feel  renewed,  relaxed  and  whole.  Eveiy thing  is  better, 
inside  and  out. 


Life  is  good. 

Please  call  1-800-451-8686 

or  contact  your  travel  professional. 
Rates  from  ^89*  lKT  person/per  night/ 
double  occupancy.  Inquire  about  our  special 
Spa  and  Tennis  Packages,  featuring 
our  world  renowned  Tennis  Program. 

Tau-b  and  gratuities  extra.  Now  through  October n.  1 W4. 


TOPNOTCH 

AT  STOWE 
RESORT  AND  SPA 


Vermont's  Premier  Four  Star,  Four  Diamond  Resort. 

P.O.  Box  1458.  On  the  Mountain  Road,  Stowe,  VT  05672 
802-253-8585  Fax:  802-253-9263 
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ware  concern,  is  up  40.9%.  Bennet 
less  enthusiastic  about  his  other  s 
ware  pick,  Cisco  Systems  Inc.,  whic 
down  16.5%.  He  wants  to  sell  Cisco 
buy  Chubb  Corp.,  which  he  sees  as  t 
efiting  from  higher  premiums. 

Dater's  diversified  portfolio  was 
signed  with  an  economic  recovery 
mind.  She  was  right  on  the  econo 
but  even  so,  most  of  the  losers  in 
portfolio  lost  big.  Her  biggest  loser:  C 
sia  Pharmaceuticals,  down  47%  in 
dem  with  the  rest  of  the  biotech 
tor.  Meanwhile,  her  best  perforn 
Methode  Electronics,  was  up  just  2£ 

For  her  midyear  switch,  Dater  w£ 
to  dump  Auspex  Systems  Inc.  and 
Commerce  Clearing  House  Inc.  i 
thinks  new  management  at  Commerc 
publisher  of  tax  information  for  corp 
tions,  will  produce  annual  earni 
growth  of  20%  to  25%. 

Murphy's  experience  clearly  shi 
the  risks  in  narrowly  concentrated  p 
folios.  All  but  two  of  his  stocks  an 
technology  and  biotech,  and  all  but 
of  those  are  down  at  least  9%. 
upside  surprise?  Murphy  sold 
stocks  short  and  came  out  with  a  gai 
13.9%  on  those  picks.  Waterhouse  shi 
dropped,  but  Wells  Fargo  &  Co.  shi 
rose,  producing  a  loss  of  27.8%.  Mur] 
who  always  covers  short  positions  w 
his  loss  reaches  25%,  wants  to  aban 
Wells  Fargo  and  use  the  proceed 
sell  another  stock  short:  Micron  Tech| 
ogy  Inc.  The  company  makes  comp 
chips  called  drams  (dynamic  rando: 
cess  memories)  used  in  PCs.  Mur 
thinks  dram  prices  are  headed  d 
and  that  Micron's  shares  will  follow, 

The  three  U.  S.-based  stock  pros 
have  varying  degrees  of  pessim 
about  the  outlook  for  the  stock  mail 
for  the  second  half.  Bennett  is  concerl 
about  the  prospect  of  interest  rateB 
creases,  and  he  worries  about  spec! 
tive  investing  by  hedge  funds.  He  thBj 
the  Dow  Jones  industrial  average  ct 
fall  5%  or  10%  by  the  end  of  the  y 
Dater  expects  a  flat  to  down  mail/ 
until  the  fourth  quarter,  when  she's  ill 
ing  for  an  upside  surprise  "as  invesll] 
realize  we're  not  in  a  hyperinflationlll 
market,"  she  says.  Murphy  is  the  rrfl 
bearish,  citing  concerns  about  ritf 
rates  and  the  weak  dollar.  Plumrnlj 
favorite  stocks  remain  those  in  emerjW 
markets.  He  thinks  many  of  those  i*r 
kets  may  recover  in  the  second  half! 
cause  the  fundamental  prospects  1 
most  of  these  stocks  have  not  changf 

As  the  pros'  mixed  performance 
gests,  there  are  home  runs  to  be  foi 
But  a  narrow  focus  on  a  few  indust 
can  prove  disappointing— and  costly. 

By  Geoffrey  Smith  in  Bo. 
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WeVe  made  this  trip 

thousands  of  times.  and  never  lost 

a  customer  on  the  wak 

It's  quite  a  ride. 

The  trip  to  open  computing  is  often  described  as  traveling  through 
permanent  white  water.  It  demands  an  experienced  guide. 

Namely,  Sequent"  Computer  Systems.  We're  the  dear  market  leader 
in  large  scale  open  systems.  (A  fact  confirmed  by  InfoCorp.) 

For  Sequent,  the  trip  starts  with  an  enterprise  architecture  plan 
that  links  business  goals  and  computing  systems,  preserves  current 
investment,  and  determines  a  series  of  short,  manageable  steps  to  get 
your  safe  passage  to  open  computing  underway. 

Again  and  again,  we've  helped  companies  successfully  re-engineer 
entire  computing  enterprises.  Because  everyone  at  Sequent  is  commit- 
ted to  the  complete  success  of  every  project,  and  empowered  to  deliver 
it.  Not  just  for  our  own  products,  but  for  everything  in  the  system, 
hardware  and  software,  no  matter  ^^^^ 
who  the  vendor  may  be. 

So  even  though  there  may  be  _   _  _  __  __  _  _  _ 

. , .?  \     mm  BEQUEriT 

no  way  to  avoid  the  white  water, 

we  can  help  make  it  a  safe  trip.         °ur  Business  ls  Your  Success 


for  Safe  Passage  To  Open  Computing,  Call  1-800-237-8733. 


©1992  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


It's  hard  enough  to  recognize  risk  at  home. 
But  venture  abroad  and  risk  is  even  more  disguised. 

That's  when  it's  good  to  have  the  insti- 
tution that's  dedicated  to  managing  risk  at  your 
side.  Bankers  Trust. 


HEX 


Risk  doesn't  always  wear 
a  familiar  face. 


We'll  help  you  control  the  risk  you  want 
to  avoid.  Then  help  you  reap  the  rewards  of  the 
risk  you  do  assume. 

We  don't  view  risk  from  a  single  command 
post.  We're  in  London,  New  York,  Tokyo.  In  Sydney  and 
Hong  Kong.  In  Madrid,  Paris,  Frankfurt,  Luxembourg 
and  Milan.  In  Latin  America  and  Eastern  Europe. 

Everywhere  we're  in  the  middle  of  local 
markets.  And  on  top  of  them.  Since  risk  is  global 
today,  it  has  to  be  looked  at  that  way. 

With  Bankers  Trust  beside  you,  there's 
no  risk  anywhere  that  you  can't  face. 


AD      FROM  STRENGTH. 


arkets 


Analysts  agree  that  the  growth  wave  to  ride  is  in  recovering  Japan  and  Europe 


Jim  O'Neill  is  trying 
hard  to  keep  his  com- 
posure. The  head  of  glo- 
bal research  at  Swiss 
Bank  Corp.  in  Lon- 
don, O'Neill  last 
year  spotted 
signs  of  surprisingly  strong 
corporate  profits  despite  the 
Continent's  worst  recession  in 
decades.  So  what  did  it  get 
him?  Exasperation.  European 
stocks,  hit  by  inflation  worries 
and  dimming  hopes  for  new 
Bund-esbank  interest-rate  cuts 
anytime  soon,  followed  the  U.  S. 
bond  market  south,  tumbling  8%  since 
Dec.  31.  "The  biggest  dilemma  hitting 
markets  this  year,"  says  O'Neill,  "is  that 
we've  got  economic  growth." 

But  that's  hardly  the  case  in  Japan, 
where  the  Nikkei  stock  average  has  ris- 
en 19%  this  year  amid  signs  of  an  eco- 
nomic turnaround  and  hopes  that  record- 
low  short-term  interest  rates  will  fall 
even  further.  In  fact,  investors  in  Ja- 
pan may  be  leading  a  worldwide  trend. 
Despite  Europe's  recent  jitters,  evidence 
is  growing  that  a  low-inflation  recovery 
is  taking  root  across  the  industrial 
world.  Better  yet,  the  recovery  could 
propel  corporate  earnings  sharply  high- 
er as  restructuring  campaigns  around 
the  world  pay  off.  In  Europe,  the  phe- 
nomenon of  the  corporate  shakeup  has  a 
way  to  run.  And  in  Japan,  many  compa- 
nies are  still  in  the  early  stages  of  mak- 
ing themselves  over. 

Indeed,  hopes  for  a  big  jump  in  Japa- 
nese profits— along  with  Washington's 
decision  to  stop  talking  the  dollar 
down— has  carried  the  Nikkei  stock 


average  to 
around  21,000 
this  spring.  And 
Goldman  Sachs  (Ja- 
pan! Co.  strategist  Ka- 
thy  Matsui  sees  a  discount 
rate  cut  between  July  and  Sep- 
tember sparking  the  market  to  23,500 
by  next  year. 

Maintaining  that  the  Japanese  "are 
restructuring  their  way  out"  of  reces- 
sion, she  is  also  banking  on  heavy-duty 
cost-cutting  generating  big  profits  from 
even  modest  sales  increases.  A  big  drop 
in  depreciation  expenses  left  over  from 
the  capital-spending  boom  of  the  1980s 
will  help,  too.  For  these  reasons,  Rod 
Smyth,  strategist  for  Baring  Securities 


(Japan)  Ltd.,  i 
ures  major  manufacturers'  profits  \ 
be  up  40%  this  year,  although  sa 
may  rise  only  1.1%.  Smyth  is  recc 
mending  Komatsu  Seiren,  a  maker 
printed  fabrics,  plus  exporters  So 
Sanyo  Electric,  and  Hitachi,  in  antici 
tion  of  rising  consumer  demand 
home  and  abroad.  But  Matsui  fav< 
cyclical  issues,  including  steelmak< 
NKK,  Yodogawa  Steel  Works,  and  Ai 
Steel  Works.  Cyclicals  also  beckon 


STOCK  PLAYS  FOR  A  WORLD  RECOVERY 


Company 


Price  per  share  (dollars)  Company 


Price  per  share  (dollars)  Company 


Price  per  share  (dollc 


MANNESMANN  GERMANY  $267 

Its  mobile-phone  unit  is  a  big  plus 


SEED  JAPAN  $  ]  0 

Discounts  contact  lenses  and  eyeglasses 


SEKISUI  CHEMICAL  JAPAN 
Making  a  bundle  selling 
pre-fab  homes 


$10 


BOLSWESSANEN  NETHERLANDS 

Brewing  &  dairy  group  mixes 
booze  and  moos 

DATA:  BUSINESS  WEEK  SURVEY  OF  FUND  MANAGERS  AND  ANALYSTS 


$21 


ELF-AQUITAINE  FRANCE 

World's  cheapest  big  oil  stock 

DURBAN  ROODEPORT  SOUTH  AFRICA 
Low-cost  reserves  if  you  think 
gold  will  boom 

'Amencon  depositary  receipt 


$36 
$13 
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g  Nelson,  head  of  man- 
nent  at  Jardine  Fleming 
irities  Ltd.,  who  has 
1  moving  cash  into  poly- 
r  maker  Teijin  Ltd. 
i  a  time  of  wrenching  po- 
ll and  economic  change  in 
in,  it's  not  surprising  that 
issel  of  less  traditional 
ks  are  making  their  way 
the  pros'  portfolios, 
■nas  Norton,  a  New  York- 
id  specialist  in  Japanese  over-the- 
iter  issues,  is  focusing  on  companies 

have  figured  out  ways  to  skirt 
m's  high-priced  distribution  system 
ip  what  he  calls  the  "silent  revolu- 
'  of  Japanese  consumerism. 
HE  bag?  Contact  lens  maker  Seed, 
example,  has  spawned  a  thriving 
lesale  business  in  eyeglasses  that 

for  65%  off  retail.  He  also  likes 
ikoh  Fund,  a  finance  company  that 
s  under  the  radar  of  the  banks"  to 
•h  small-business  borrowers.  The 
pany's  earnings  have  quadrupled 
3  1989,  and  Norton  sees  them  rising 

in  '94. 

Japan's  recovery  looks  increasingly 
it's  in  the  bag,  Europe  is  still  trying 
igure  out  when  good  news  on  the 
orate  front  will  translate  into  a  clear 
ard  market  move.  What  could  help 
'k  such  a  move  is  some  action  by 
German  central  bank.  Usually  rock- 
dy  in  its  pursuit  of  sound  money, 
Bundesbank  has  issued  a  babble  of 
licting  statements  lately  as  a  surge 
loney  growth  has  given  rise  to  new 
itionary  expectations.  Amid  the  con- 
in,  investors  have  come  to  believe 
r  have  seen  the  Buba's  last  interest- 
i  cut  for  a  while. 

ut  the  Buba  could  yet  give  markets 
ieasant  surprise.  Andrew  Williams, 
:-president  at  Philadelphia's  Glen- 
le  Trust  Co.,  figures  that  a  weaker 
!.  dollar  later  this  year  will  provide 
Bundesbank  added  leeway  to  re- 
ie  lowering  rates.  That  will  help  eco- 
lic  growth  and  profits,  to  be  sure, 
s  obvious,  however,  is  the  impact 
i  enormous  cost-cutting  is  having  on 
)orate  bottom  lines.  "The  earnings 
ompanies  with  cyclical  leverage  are 
.  being  underappreciated,"  figures 
Till  Lynch  &  Co.  European  strategist 
hael  Young,  who  recommends  Finnish 
iel-engine  maker  Metra  Corp.  and 
,als  producer  Outokumpu.  Morgan 
nley  &  Co.  analyst  Chris  Moore  likes 
ian  auto  maker  Fiat,  which  could  be 
k  to  breakeven  this  year  after  a  $1 
on  loss  in  1993.  By  1995,  estimates 
)re,  Fiat  could  be  earning  $1.06  per 
erican  depositary  receipt.  And  Swiss 
ik's  O'Neill  recommends  German 
mical  maker  Hoechst,  France's  tele- 
lmunications  giant  Alcatel  Alsthom, 


Look  at  Japan's 
steelmakers 
and  exporters 
and  Europe's 

natural- 
resource  stocks 


and  Swiss  construction  gi- 
ant Holderbank  Financiere 
Glaris. 

Even  as  they  invest  for 
a  low-inflation  growth  cy- 
cle, some  pros  are  hedging 
their  bets  a  bit.  They  are 
going  into  natural-resource 
stocks,  just  in  case  the 
firming  world  economy 
starts  to  nudge  prices  up. 
One  favorite  of  many  ana- 
lysts is  Britain's  RTZ  Corp.,  a  pure  play 
on  copper  prices.  BT  Securities  analyst 
Warren  Toft  in  Sydney  is  buying  Broken 
Hill  Proprietary  Co.,  a  big  Australian 
producer  of  copper,  steel,  and  energy. 
And  Glenmede's  Williams  gravitates  to 


France's  Elf  Aquitaine.  Cost-cutting  and 
a  spin-off  of  state-owned  shares  should 
boost  Elfs  efficiency  and  investor  pay- 
back, he  says.  With  its  shares  trading  at 
4.5  times  cash  flow,  vs.  6  for  competi- 
tors, "it's  the  cheapest  major  oil  com- 
pany in  the  world." 

That's  the  allure  of  global  equities 
right  now.  Despite  a  growing  appreci- 
ation of  the  two  Rs— recovery  and  re- 
structuring—many stocks  overseas  are 
still  within  reach.  On  many  bourses, 
pleasant  surprises  could  become  rou- 
tine as  the  global  rebound  gathers 
speed. 

By  Bill  Javetski  in  Paris  and  Larry 
Holyoke  in  Tokyo,  with  William  Glasgall 
in  New  York 


A  SKIER  WITH  A  TASTE 
FOR  CROSS-COUNTRY  INVESTING 


I 


t's  cocktail  hour  in  London,  and 
Denver  money  manager  Bruce  B. 
Bee  is  bellying  up  to  the  bar  at  a 
pub  near  Liverpool  Station.  But  this  is 
not  entirely  recreation.  The  pub  is 
part  of  the  fast-growing  JD  Wether- 
spoon  PLC  chain,  and  Bee  has  stopped 
off  to  chat  with  the  CEO  and  get  a 
taste  of  what  the  company's  up  to.  At 
$5.66  a  share  and  a  price-earnings  ra- 
tio of  20,  Bee  concedes,  Wetherspoon 
is  rather  expensive.  But  "it's  one  of 


BEE'S  SMALL-CAPS  ARE  IIP  8.5%  SO  FAR  THIS  YEAR 


the  few  interesting  specialty-restau- 
rant and  bar  plays  in  Britain." 

Small-cap  companies  such  as  Wether- 
spoon are  Bee's  bread  and  butter.  Bee, 
a  53-year-old  former  venture  capitalist, 
and  partner  Edward  N.  McMillan,  46, 
once  chief  of  First  Boston  Asset  Man- 
agement Corp.,  ferret  out  overlooked 
equities  for  wealthy  individuals— and 
for  institutions,  including  the  Baseball 


Hall  of  Fame.  Clients  have  entrusted 
Bee  &  Associates  Inc.  with  about  $100 
million,  and  Bee's  small  stocks  have 
produced  big  winnings.  For  the  five 
years  ended  Mar.  31,  Bee  earned  in- 
vestors an  average  of  20.1%  annually, 
nearly  three  times  the  return  of  the 
Standard  &  Poor's  500-stock  index.  So 
far  this  year,  Bee  is  up  8.5%. 
SWISS  FAVORITE.  One  reason:  Disillu- 
sioned by  the  high  prices  of  small  com- 
panies in  the  U.  S.,  Bee  in  recent 
months  has  moved  85% 
of  his  assets  from  the 
U.  S.  to  Europe,  Asia, 
and  Latin  America  in 
search  of  better  values. 
A  large  share  of  that 
has  gone  into  Scandina- 
via. One  favorite  is 
Skane-Gripen,  a  Swed- 
ish building-materials 
maker  that  sells  much 
of  its  output  in  Germany 
and  sports  a  p-e  of  only 
9.  He  also  likes  Benefon, 
which  trades  in  Helsinki. 
Benefon  has  built  up  a 
tidy  trade  in  analog  cel- 
lular-phone gear  and  is 
going  digital.  Its  profits 
may  be  up  30%  in  1994, 
but  its  p-e  is  only  7. 
Skis  Rossignol,  the  French  ski  mak- 
er, is  another  holding.  Bee  says  it 
"opened  up  tremendous  opportunities" 
by  shifting  production  from  France  to 
Italy  and  Spain  to  cut  labor  costs.  And 
since  Bee  is  an  avid  skier,  it's  no  sur- 
prise that  he  owns  the  stock.  For  Bee, 
business  and  pleasure  can  often  mix  to 
produce  a  profitable  outcome. 

By  William  Glasgall  in  New  York 
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OPPORTUNITIES 
AMID  THE  CARNAGE 


Many  bourses  have  been  hard  hit,  but  they  still  merit  more  than  a  passing  look 


LITTLE  TO  CHEER  ABOUT 
ON  EMERGING  MARKETS 

1994  j 

erceni  change* 

CHILE 

29.8% 

BRAZIL 

25.8 

INDIA 

22.5 

SOUTH  AFRICA 

10.7 

ARGENTINA 

5.6 

PHILIPPINES 

-4.0 

SINGAPORE 

-6.7 

MEXICO 

-10.7 

THAILAND 

-18.0 

INDONESIA 

-19.8 

HONG  KONG 

-21.1 

CHINA 

-56.1 

TURKEY 

-63.2 

*ln  dollars,  through  June  6       DATA:  8100M8E8G  FINANCIAL  MARKETS 

T 


his  has  been  a 
cruel  year  for 
investors  on 
many  emerging-mar- 
ket bourses.  After  a 
stupendous  1993,  in 
which  five  markets 
more  than  doubled, 
much  of  the  sizzle 
has  suddenly  disap- 
peared. With  U.  S. 
interest-rate  hikes,  a 
global  bond-market 
shakeout,  and  in- 
creasing political  ten- 
sions rattling  even 
the  bravest  of  inves- 
tors, many  emerging 
markets  have  gone 
into  a  funk  (table). 

The  carnage  has 
been  virtually  indis- 
criminate. Telefonos 
de  Mexico,  a  bellwether  among  emerg- 
ing-markets equities,  has  skidded  20% 
since  January.  So  has  Thai  Fund,  which 
invests  in  one  of  Asia's  hottest  econo- 
mies. Other  issues  are  down  35%  or 
more.  "We're  sitting  on  a  pile  of  cash," 
says  J.  Mark  Mobius,  manager  of  the 
Templeton  Developing  Markets  Trust, 
who  has  30%  of  his  $5  billion  portfolio  in 
liquid  assets.  "We  refuse  to  throw  it  at 
the  market." 

VIOLENCE.  Yet  Mobius  is  hardly  aban- 
doning emerging  markets  altogether.  In- 
deed, he  and  other  pros  say  they  are 
still  buying— if  cautiously.  Amid  the 
wreckage  of  1994,  they  insist  that  there 
are  several  hard-hit  bourses  that  merit 
more  than  a  passing  look. 

Take  Mexico.  A  rural  revolt,  kidnap- 
pings, and  the  assassination  of  ruling- 
party  presidential  candidate  Luis  Do 
naldo  Colosio  have  helped  push  the 
stock  market  down  11%  in  1994 
And  rising  interest  rates  and 
foreign  exchange  losses  are 
eroding  corporate  earnings. 
What  to  do?  "Take  advan- 
tage of  this,"  advises  Tamzin 
Hobday,  chief  Latin  Ameri- 
can analyst  at  Baring  Se- 
curities  Inc.   "Buy  blue 
chips." 


She  and  other 
stock-pickers  reason 
that  Mexico's  econo- 
my will  recover  from 
last  year's  recession 
as  the  North  Ameri- 
can Free  Trade 
Agreement  starts  to 
work.  And  analysts 
are  betting  that 
Colosio's  successor, 
Ernesto  Zedillo,  will 
keep  the  Institu- 
tional Revolutionary 
Party  (PRI)  in  power 
for  six  more  years. 
Analyst  James  M. 
Bogin  of  San  Fran- 
cisco's GT  Capital 
Management  argues 
that  well-established 
companies  such  as 
Telmex  should  bene- 
fit from  improved  political  stability  if 
the  PRI  can  make  good  on  its  pledge  for 
a  fraud-free  election.  But  Stefano  Na- 
tella  of  CS  First  Boston  prefers  Grupo 
Financiero  Banamex-Accival  (Banacci), 
a  banking  group  now  on  the  rebound 
from  a  sluggish  1993.  And  among  Hob- 
day's favorites  is  Soriana,  a  supermarket 
chain  whose  profits  may  rise  18%  this 
year. 

Brazil  may  also  be  overcoming  its  po- 
litical turmoil.  Investors  have  been  on 
edge  because  of  a  presidential  campaign 
pitting  the  pro-business  former  Finance 
Minister,  Fernando  Enrique  Cardoso, 
against  the  front-running  fiery  socialist 
candidate,  Luiz  Inacio  Lula  da  Silva.  But 


the  Sao  Paulo  market— and  Cardo 
hopes— have  been  buoyed  by  Brazil's 
cision  to  circulate  a  new  currency, 
real— a  plan  Cardoso  crafted  as  Fin; 
Minister.  The  real  will  be  tied  to 
dollar.  That  may  cool  Brazil's  45 
month  inflation  and  give  a  lift  to  s 
consumer  issues  as  cigarette  maker 
za  Cruz  and  appliance  maker  Brasmc 
Political  tensions  are  abating  in  S( 
Africa,  where  investors  have  begun 
turning  after  years  of  boycotting  ap 
heid.  James  U.  Blanchard  III,  a 
Orleans-based  gold  mutual-fund  op- 
tor,  thinks  the  best  way  to  profit  fi 
the  country's  political  and  econo 
transformation— as  well  as  any  inert 
in  bullion  prices— is  through  such  ch 
mining  issues  as  Randgold  &  Exp! 
tion  and  Durban 
Roodepoort  Deep. 
"You  can  buy  gold 
in  the  ground  for 
$20  an  ounce,"  he 
says,  "compared 
with  over  $250  in 
the  U.  S." 

BOOMS.  But  Tem- 
pleton's  Mobius 
prefers  to  invest 
where  he  lives,  in 
Hong  Kong.  Badly 
bruised  earlier  this 
year,  the  market 
has  recovered  12% 
since  May,  and  Mobius 
ting  some  of  his  cash 


Brazilian 
sumer  issi 
Mexican  b 
chips,  an 
South  AM 
gold  all  of 
attractive  p 


has  been 
back  into  1( 
blue  chips.  With  President  Clinton 
tending  Beijing's  most-favored-nat 
trading  status,  "the  bad  news  is  pre 
much  out,"  Mobius  says.  Come  U 
when  Beijing  is  due  to  take  over  H 
Kong,  "this  could  become  the  great 
boomtown  on  earth." 

Booms  and  busts.  On  m: 
emerging  markets,  that's  the 
der  of  the  day.  If  you 
a  long-term  investor  vi 
a  taste  for  risk,  the  stn 
of  1994  haven't  produ 
disappointments  as  mi 
as  they  have  created  r 
opportunities. 

By  William  Glasgall 
New  York 
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(  Wick  Simmons,  CEO  Prudential  Securities  ) 


 $  

We  provide  training  for  all  of  our  brokers,  from  our  hand-picked  recruits,  to  our  seasoned  veterans. 


 9  

We  train  them  in  everything  from  retirement  planning  to  growth  investing. 


 9  

The  title  financial  advisor  must  be  earned.  It's  not  just  businesscard  decor. 


 9  

We  tell  our  FA's,  "Have  the  guts  to  admit  when  you  don't  have  an  answer,  then  go  get  it." 


With  a  support  team  of  analysts,  researchers,  and  other  experts,  our  FA's  can  find  an  answer. 


 9  

As  a  broker,  I  learned  to  put  clients  before  commissions.  That's  the  cornerstone  of  our  training  program. 


 9  

At  this  firm,  we  believe  that  training  isn't  just  a  seminar  or  two.  Training  is  a  way  of  life. 


Prudential  Securities  (& 

Prudential  Securities  today.  It  starts  with  straight  talk. 

To  speak  to  a  broker  call  800-654-5454. 


How  to  survive  at  the  cutting 


O  ften,  when  the  competition  is  keen,  it's  amazing  how  evenly  matched  the  side 
are.  Yet,  when  the  dust  clears,  the  company  that  survives  is  often  the  one  who's  usee 
its  information  base  best. 

The  weapon  of  choice  for  many  of  the  world's  most  successful  companie 
is  Metaphor,  a  long-term  business  partner  in  such  highly  competitive  Industrie* 
as  healthcare,  pharmaceuticals,  financial  services,  consumer  goods  and  retail. 

Metaphor  offers  strategic  solutions  that  unite  all  the  key  member* 
of  your  team,  arm  them  with  powerful  tools  to  access  that  huge  mass 


METAPHOR  ts  a  registered  trademark  ol  Mclaphor  IriL  All  rights  reserved     ©1994  Metaphor 


dge  of  the  competition. 


f  corporate  data  and  turn  it  into  something  of  priceless  strategic  value. 

Accurate,  cohesive  and  timely  information  can  make  the  difference  between 
'ailing  your  competition  and  leaving  them  in  your  dust,-  between  seeing  red  or 
dding  tens  of  millions  to  the  bottom  line,-  between  victory  or  defeat. 

Metaphor  has  been  helping  companies  walk  the  edge  and  win  for  over 
decade.  Just  call  1-800-346-3824,  Ext.  212  and  we'll 
end  you  a  free  overview  of  our  approach  to  decision 

upport  solutions.  M  E  T  A  P  H  O  R 
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SHOULD  ERRATIC  RATES 

SCARE  YOU  AWAY  FROM  BONDS? 


No,  say  most  experts.  They  recommend  caution  while  pointing  out  opportunities 


After  taking  a  terrible 
pounding  over  the  past 
several  months,  bond 
investors  are  under- 
standably hesitant  to 
venture  into  still-turbu- 
lent waters.  Most  econ- 
omists feel  the  water  is  relatively  safe: 
Inflation  seems  tamed  for  now,  and  the 
Fed  is  unlikely  to  further  ratchet  up 
rates  any  time  soon.  But  a  vociferous 
minority,  particularly  in  the  financial 
community,  thinks  that  the  respite  will, 
at  best,  be  brief. 

Even  the  bond  bears  agree,  though, 
that  investors  ought  to  be  able  to  find 
good  yields  with  relative  safety,  especial- 
ly in  municipals,  junk,  "split-rated"  corpo- 
rates,  and  some  foreign  issues. 
A  plunge.  Many  fixed-income  special- 
ists, citing  the  relative  shortage  of  mu- 
nicipals, recommend  buying  tax-exempts, 
which  they  regard  as  one  of  the  few 
values  left  in  the  market.  For  investors 
in  tax  brackets  of  36%  and  higher,  "mu- 
nis represent  an  excellent  value,"  insists 
James  J.  Cooner,  head  of  Bank 
of  New  York's  tax-exempt 
bond  unit.  He  believes  rates 
will  stabilize  at  current  levels 
and  possibly  even  decline  mod- 
erately by  the  end  of  the  year. 
Adding  to  the  attractiveness 
of  munis  is  that  1994  demand 
will  outstrip  supply.  This  year, 
he  says,  volume  of  state  and  local  is- 
sues will  plunge  to  about  $200  billion 
from  $285  billion  in  1993.  One  reason 
for  this  is  that  many  local  govern- 
ments, like  mortgage  holders,  moved 
to  refinance  their  outstanding  debt  last 
year  at  historically  low  rates. 

For  an  investor  in  a  high  tax 
bracket,  he  says,  the  aftertax  IBB 
yield  on  an  A-rated  muni  is  fl 
equivalent  to  a  10%  return  on  a  9H 
certificate  of  deposit  or  other  tax-  j  f 
able  instrument.  Because  of  trans- 
action costs,  Cooner  advises  in- 
vestors who  intend  to  buy  less 
than  $25,000  worth  of  a  new  is- 
sue at  one  time  to  consider  in- 
stead a  fund  that  includes  is- 
sues of  their  home  state, 
particularly  if  it's  a  high-tax 


state.  For  well-heeled  investors  who  pre- 
fer individual  issues,  Cooner  thinks  util- 
ity revenue  bonds  are  a  good  bet  be- 
cause they  are  usually  issued  by 
monopolies  that  provide  essential  ser- 
vices. On  the  other  hand,  he  warns 
against  hospital  revenue  bonds,  even  if 
they're  A-rated,  unless  they're  insured 
or  backed  by  a  Housing  &  Urban  Devel- 
opment program.  That's  because  of  an 
excess  of  hospital  rooms  and  the  pros- 
pect of  radical  change  in  the  health-care 
system. 

But  not  every  municipal-bond  special- 
ist shares  Cooner's  optimism.  James  L. 
Gammon,  president  of  Lebenthal  Asset 
Management,  thinks  munis  are  current- 
ly too  expensive.  "A  lot  of  people  have 
piled  on  to  7-to- 10-year  munis,  and  those 
have  gotten  particularly  expensive,"  he 
says.  Although  supply  is  down  from  last 


year,  he  points  out  that  after  the 
York  and  California  legislatures 
their  budgets,  large  amounts  of  ne 
sues  from  those  states  will  flood 
market,  making  munis  cheaper.  T 
he  says,  yields  on  municipals  will 
more  than  on  taxables.  And  becaus< 
believes  yields  on  30-year  Trea: 
bonds  could  shoot  to  8.5%  over  the 
year,  "at  this  moment,  cash  is  the  pi 
to  be,"  he  says. 

There  is  more  of  a  consensus  on 
er  fixed-income  investments.  Port: 
managers  haven't  lost  their  faith  in 
bonds.  While  their  enthusiasm  has 
dampened  by  the  seeming  end  to 
rates,  they  point  out  that  many  j 
sues  will  likely  benefit  from  stro: 
balance  sheets  as  the  economic  reco 
continues. 

Few  experts  advise  small  indivic 
investors  to  invest  in  single  junk  iss 
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The     2.2     liter     D  O  H  C     C  a  m  r y     engine.      Made     in      Georgetown,  Kentucky. 

IT   ALSO   DRIVES  THE  ECONOMY. 

AT  TOYOTA,  we're  continuing  our  commitment  to   \  engines  per  year.  It's  part  of  Toyota's  $5  billion  invest- 

building  in  America.  In  fact,  at  our  manufacturing    )  ment  in  American  manufacturing,  an  investment  that's 

plant  in  Kentucky,  we're  producing  nearly  250,000   )  driving  more  than  1 6,000  direct  jobs  across  America. 

INVESTING     IN     T  H  E     T  H  I  N  G  S     W  E  A  I.  I.     C  ARE     \  B  O  U  T  .  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-D 1 4,  New  York,  NY  10019. 


Bond 


but  they're  less  cautious 
about  "split-rated"  corpo- 
rate debt.  These  are  is- 
sues that  have  earned 
the  lowest  investment- 
grade  rating  from  one 
major  rating  agency  and 
typically  the  highest 
junk  rating  from  an- 
other. Because  many  in- 
stitutional buyers  are 
limited  to  issues  with  in- 
vestment-grade ratings 
from  both  Standard  & 
Poor's  and  Moody's  In- 
vestors Service,  these  is- 
sues tend  to  sell  at 
prices  40  to  70  basis 
points  cheaper  than  in- 
vestment-grade issues, 
says  Daniel  J.  Fuss, 
head  of  fixed  income  at 
Loomis,  Sayles  &  Co. 
The  firm's  top-rated 
bond  fund  holds  a  num- 
ber of  these  issues,  in- 
cluding USX,  Westing- 
house,  and  Time  Warner. 

Global  bond  prices 
have  dropped  dramatically  from  the 
highs  of  last  fall,  but  finding  good  values 
now  requires  much  more  than  a  dart 
board.  Among  the  pros,  there's  some- 
thing less  than  total  consensus  on  the 
interest-rate  outlook  in  overseas  mar- 
kets. Earlier  this  year,  many  money 
managers  thought  European  bonds 
would  outperform  Treasuries.  Now,  says 
Tokai  Bank  Ltd.'s  chief  economist  Robert 
T.  McGee:  "You're  seeing  faster  growth 
in  the  German  economy  and  comments 
from  Bundesbank  officials  that  down- 
ward movement  in  rates  is  coming  to  an 
end."  Referring  to  Japanese  bonds,  Fuss 
says:  "The  yields  are  low  and  the  cur- 
rency is  weak.  That's  a  bad  combina- 
tion." But  Leslie  J.  Nanberg,  chief  fixed- 
income  officer  at  Massachusetts  Financial 
Services  Co.  (MFS),  thinks  there  is  still 
room  for  rate  drops  in  Europe  and  Ja- 
pan. With  interest  rates  one  to  two  per- 
centage points  higher  than  in  the  U.  S., 
"there's  real  value  in 
those  markets  going 
forward." 

Theresa  A.  Havel! , 
director  of  fixed  in- 
come at  Neuberger  & 
Berman,  likes  the 
debt  of  Australia, 
Denmark,  and  Cana- 
da. And  Fuss  has 
made  a  substantial 
bet  on  the  Canadian 
dollar  with  heavy  pur- 
chases of  long-matur- 
ity  Canadian  debt. 


GOOD  BETS  FOR  A  NERVOUS  BOND  MARKET 


Coupon 


Maturity  Yield-to-maturity  Rating 


MUNIS 


5,10% 


ONONDAGA  COUNTY  5.4        Apr.,  2001 

Solid  credit,  good  for  highly  taxed  New  York  investors 

PUERTO  RICO  COMMONWEALTH  7K        July,  2000  5.05 
High  quality,  triple  tax  exempt,  good  absolute  and  relative  value 


CORPORATES  (SPLIT  RATED 


USX  n      Aug.,  2003  8.75 

Attractive  spread,  improving  credit,  and  candidate  for  upgrade 


AA 


AAA 


Ba2/BB+ 


9.79  Bal/BBB- 


9.30  Ba2/BBB- 


TIME  WARNER  9.15       Feb.,  2023 

Improving  credit,  available  at  a  deep  discount 


FOREIGN  BONDS 


CEMEX  8%      June,  1998 

A  play  on  Mexico,  lot  of  downside  risk  already  gone,  near  investment- 
grade 

ARGENTINA  FRB'         LIBOR +% Mar.,  2005      12.52  NR 
Speculative  play  on  battered  emerging  market  but  reduced  market  risk  be 
cause  tied  to  short-term  rates 

PROVINCE  OF  QUEBEC  TA       Feb.,  2024       8.53  A1/A+ 

Cheap  because  of  nervousness  about  upcoming  Quebec  elections 

*  Floating-rate  bond  DATA:  NEUBERGER  &  BERMAN;  LOOMIS,  SAYLES  8  CO 
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Province  of  Quebec  issues  denominated 
in  U.  S.  dollars  are  a  favorite,  Fuss  says, 
because  of  "abnormally  wide"  spreads 
over  U.  S.  securities.  These  issues,  he 
says,  are  especially  cheap  because  of 
what  he  believes  are  excessive  concerns 
that  Quebec  will  vote,  in  upcoming  elec- 
tions, to  separate  from  Canada. 
TREAD  WITH  CARE.  Even  though  there 
has  been  a  massive  sell-off  in  emerging 
markets,  fixed-income  experts  are  tread- 
ing carefully.  For  the  most  part,  they 
still  believe  in  Mexico  and  Argentina. 
Although  the  long-anticipated  upgrade  in 
Mexican  debt  has  not  yet  happened, 
portfolio  managers  remain  confident  that 
Mexico  will  soon  achieve  its  deserved 
investment-grade  status.  Argentina,  they 
say,  will  not  be  far  behind. 

mfs's  Nanberg  says  the  mutual-fund 
company  is  "starting  to  look  at  Brady 
bonds,"  including  Mexico  and  Argenti- 
na. But,  he  says,  "if  you're  concerned 
that  interest  rates  are 
going  a  lot  higher, 
you  probably  would 
not  want  to  be  in- 
volved with  them"  — 
except  as  a  diversifi- 
cation measure. 

And  with  residen- 
tial mortgage  refi- 
nancings, and  there- 
fore prepayments, 
slowing  to  a  trickle, 
some  pros  now  think 
they've  seen  light  at 
the  end  of  the  tunnel 


l  II* 

*AS  Of  JUNE  6 


of  the  mortgage-bacfi 
securities  market.  (M 
rates  level  off  and  \k 
tility  abates,  says  A 
ven  Vielhaber,  direjta 
of  fixed  income  atl 
Capital  Managem 
these  instruments  "m 
start  to  look  attrac 
again. 

Not  all  fixed-inc< 
specialists  see  value 
today's  markets 
bears  argue  for  a  nr 
more  defensive  post 
Paul  D.  Mastroddi 
economist  at  J.  P.  1 
gan  &  Co.,  sees  gi 
domestic  product  gr 
ing  at  a  5%  annual 
U.  S.  auto  makers  o; 
ating  at  full  capac 
and  unemployment 
ing.  Mastroddi  belie 
that  the  Fed  will 
forced  to  push  up  r 
to  a  level  that  will  k 
the  economy  from  gr 
ing  any  faster  than 
to  2%%.  By  yearend,  Morgan  exp 
the  federal  funds  rate  to  reach  5.5% 
the  30-year  Treasury  7.75%.  "I  woul 
recommend  anyone  putting  new  casl 
the  bond  markets,"  says  Mastroddi 
McGee  of  Tokai  Bank,  whose  e 
January  forecast  of  a  6.9%  long-b 
yield  by  March  31 
put  him  closer  to 
the    mark  than 
most  of  his  peers, 
generally  agrees: 
"The  summer 
should  be  good  for 
the  bond  market. 
But  about  the  time 
people  get  relaxed 
in  the  fall,  it's  go- 
ing to  be  rough 
sledding."  He  thinks 
investors  in  search 
of  safety  who  don't 
need  their  funds 
immediately  should  consider  buy 
Treasury  notes  maturing  in  two  to  1| 
years.  That  way,  he  says,  they  will  b 
efit  from  "pretty  good"  real  returns  rj 
and  higher  yields  later  as  they  reinv 
maturing  notes. 

These  tones  of  caution  seem  pervasi 
these  days  among  bond  mavens.  Gnl 
the  carnage  they've  been  through] 
late,  it's  hard  to  blame  them.  But 
market  has  fallen  enough  so  that  I 
risk-reward  ratio  now  favors  investj 
seeking  to  make  sophisticated  b 
plays. 

By  Phillip  L.  Zweig  in  New  It 


Investor; 
should  be 
to  find  go! 
yields  amc 
munis,  jui 
and  split-ra 
corporati 
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EACH 
CHAPTER 

OF  A  GREAT  WORK 

MIGHT  TELL 

ITS  OWN  TALE, 

BUT  ITS  TRUE 
GREATNESS 

LIES  IN 

its  TOTALITY. 

V 

THE  WHOLE  IS  greater  than  the  sum  of  its  parts.  This  is  a  maxim  by  which  Putnam 
Investments  defines  itself.  And  it  is  why  we  have  developed  expertise  in  managing 
assets  totaling  over  $90  billion  for  both  mutual  fund  and  institutional  clients  across  a 
comprehensive  range  of  asset  categories:  equities  and  fixed  income,  global  and  domestic, 
fundamental  and  quantitative,  aggressive  and  conservative.  In  fact,  we  have  structured 
ourselves  to  encourage  open  sharing  of  expertise  among  all  of  our  140  investment  pro- 
fessionals. Because  in  a  world  where  everything  can  affect  anything,  our  ability  to  do 
each  thing  well  enhances  our  ability  to  do  all  things  better.  No  matter  how  well  the 
individual  chapters  may  read,  the  full  volume  tells  the  -whole  story. 

A  TIME  -  HONORED  TRADITION   IN  MONEY  MANAGEMENT 
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lotus'  1-2-3'  has  a 
feature  called  version 
manager™  that  lets 
you  work  with  other 
people  on  the  same 
spreadsheet  by  keep- 
ing track  of  when 
changes  are  hade.  who 
hakes  t h eh  and  why. 

and  1-2-3  is  part 
of  lotus  Shart Suite; 
five  Windows™  appli  - 
cations  -  including 


Lotus 


Working  Together 

ami  pro"  word 
processor.  Approach" 
database,  freelance 
graphics'  and 
organizer™-  that 
work  together  and 
share  information  in 
remarkable  ways.  look 
into  it.  a  shartsuite 
upgrade  costs  $299*. 
or  get  the  trial  kit 

FOR    $14.95.  CALL 
1-800-TRADE-UP, 
EXT.  9805" 


TREMORS  IN  THE  FIRST  HALF 
MAY  UNCOVER  A  FEW  NUGGETS 
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True,  many  mutual  funds  got  pummeled-but  they  may  be  better  values  now 

■VPMPPVPI  Mutual-fund  investors     resulting  rise  in  Japan's  badly  depressed  pervers< 
I  found  few  places  to  hide     stock  market,  raked  in  big  rewards.  The     things  ar 
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Mutual-fund  investors 
found  few  places  to  hide 
in  1994's  first  half. 
K.O.'d  by  interest-rate 
hikes,  the  bond  market 
was  a  disaster.  The 
stock  market  wasn't 
much  of  a  contender,  either,  falling  10% 
in  an  eight-week  period.  But  there  may 
be  a  silver  lining:  Many  battered  funds 
are  far  better  values  now.  And  savvy 
investors  can  still  find  funds  likely  to 
perform  well  in  an  uncertain  market. 
Among  the  better  bets:  funds  that  invest 
in  mortgage  securities,  junk  bonds,  small- 
cap  stocks,  emerging  markets,  and 
Japanese  equities. 

Granted,  fund  investors  are  operat- 
ing against  a  grim  backdrop:  Unlike  last 
year,  when  the  average  fund  outpaced 
the  market,  and  often  by  a  wide  margin, 
funds  have  been  underachievers  so  far 
in  1994.  Only  three  stock-fund  groups 
sport  positive  returns.  The  star: 
The  specialty-finan- 
cial group,  which 
made  a  5%  return  by 
filling  up  on  bank 
stocks.  But  overall, 
equity  funds  had  a 
total  return  (appreci- 
ation plus  reinvested 
dividends  and  capital 
gains)  of  -2.4%,  while 
the  return  on  the 
Standard  &  Poor's 
500  fell  just  0.17%. 

The  picture  was 
uglier  among  bond- 
fund  groups.  As  of 
June  6,  none  of  the 
by 

had 


groups  tracked 
Morningstar  Inc. 
positive  returns. 

To  get  good  re- 
turns, investors  may 
want  to  put  money 
in  some  of  the  invest- 
ment locales  that 
have  proved  hospit- 
able thus  far  in  1994, 
such  as  Japan.  Funds 
that  placed  bets  on 
an  improving  Japa- 
nese economy,  and  a 


resulting  rise  in  Japan's  badly  depressed 
stock  market,  raked  in  big  rewards.  The 
first  halfs  largest  pot  went  to  the  dfa 
Japanese  Small  Company  Fund,  a  $305 
million  index  fund  that  racked  up  a 
34.09%  return  (page  158).  The  yen's  9% 
rise  against  the  dollar  bolstered  the 
fund's  results.  The  No.  2  spot  went  to 
the  $4  million  Capstone  Nikko  Japan 
Fund,  which  uses  a  "systematic  contra- 
rian strategy."  After  figuring  out  which 
300  stocks  on  the  Tokyo  Stock  Market 
have  underperformed  the  market  the 
most,  the  fund  then  focuses  on  70.  The 
strategy  returned  27.69%. 
BOTTOMS  UP.  Where  should  investors 
look  among  the  Japan  funds?  Funds 
that  invest  in  beaten-down  Japanese 
exporters  could  be  a  good  buy,  advises 
William  McBride,  international  fund  an- 
alyst at  Lipper  Analytical  Securities 
Corp.  He  thinks  Japan  funds  can  move 
further  up  because  their  economy  has 
fallen  so  far  in  recent  years:  "It  sounds 


■i  to  S4.? 


perverse,  but  everyone  believes  t 
things  are  so  chaotic  with  the  Japan 
government  that  this  must  be  the  1: 
torn  for  their  economy."  McBride  a 
suggests  looking  at  funds  that  wo 
benefit  from  an  upturn  in  consun 
spending  in  Japan,  such  as  funds 
vesting  in  consumer  service,  goods, 
infrastructure  stocks. 

If  investors  are  worried  about  1  ised  A) 
currency  risk  in  Japan  funds,  McBr 
has  an  idea:  Pacific  basin  funds  with 
Japanese  holdings.  Since  Asian  curr  > 
cies  track  the  dollar,  the  Asian  invt 
ments  cancel  out  some  currency  risk 
A  few  domestic  sector  funds  also  m 
aged  to  rack  up  double-digit  retur 
Among  the  top  15  were  Fidelity  Inve 
ments'  Select  Chemicals,  Select  Regio  dumped. 
Banks,  and  Select  Home  Finance  Fun 
The  Merrill  Lynch  Technology  B  Fu 
earned  third  place  with  its  21.22% 
turn.  But  none  of  the  largest  equ 
funds  earned  in  the  double  digits 


As 
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EQUITY 
FUNDS: 
THE  GOOD, 
THE  BAD, 
THE  BIG 


THE  WINNERS 


In  the  first  half  of 
7  994,  mutual 
funds  investing  in 
Japanese  stocks 
racked  up  double- 
digit  returns, 
while  gold  and 
emerging-markets 
funds  took  the 
biggest  hits 


DFA  JAPANESE  SMALL  COMPANY 

CAPSTONE  NIKKO  JAPAN 

MERRILL  LYNCH  TECHNOLOGY  B 

FIDELITY  JAPAN 

T.ROWE  PRICE  JAPAN 

JAPAN 

FAIRMONT 

FIDELITY  SELECT  REGIONAL  BANKS 
DFA  CONTINENTAL  SMALL  COMPANY 


Total  return* 

34.09% 

27.69 
21.22 
20.59 
19.25 
17.04 
13.91 
13.62 
13.58 


Total 


VANGUARD  INTL  EQUITY  INDEX  PACIFIC  1 3.52 

FIDELITY  SELEO  HOME  FINANCE  13.02 

FIDELITY  SELECT  CHEMICALS  12.48 

QUANTITATIVE  BOSTON  F0RGN  GR  &  INC  0RD  1 1 .80 

FIDELITY  SELECT  ELECTRONICS  11.72 

SIFE  TRUST  11.37 

G.T.JAPAN  GROWTH  A  11.11 

SOUTHEASTERN  ASSET  MGMT  VALUE  1 0.93 

MONTGOMERY  GROWTH  10.76 

FIDELITY  EUROPE  CAPITAL  APPRECIATION  1 0.67 

METLIFE  PORTFOLIOS  INTL  EQUITY  C  1 0.34% 

'APPRECIATION  PUIS  REINVESTED  DIVI0ENDS  AND  CAPITAL  GAINS  THROUGH  JUNE  6 


JOHN  HANCOCK  FREEDOM  REGIONAL  BANK  B  12 
CONSULTING  GROUP  INTERNATIONAL  EQUITY 
STRONG  GROWTH 
COHEN  &  STEERS  REALTY 
FIDELITY  SELECT  MEDICAL  DELIVERY 
MORGAN  STANLEY  INSTL  INTL  EQUITY 
G.T.AMERICA  GROWTH  A 
FIDELITY  SELEO  COMPUTERS 
PRA  REAL  ESTATE  SECURITIES 
GOLDMAN  SACHS  GROWTH  &  INCOME 
FIDELITY  SELECT  FINANCIAL  SERVICES 
WARBURG  PINCUS  GROWTH  &  INCOME 
TWEEDY,  BROWNE  GLOBAL  VALUE 
BERNSTEIN  INTERNATIONAL  VALUE 
ROBERTSON  STEPHENS  VALUE  PLUS 
NOMURA  PACIFIC  BASIN 
DFA  INTERNATIONAL  HIGH  BOOK  TO  MARKET 
JPM  INSTITUTIONAL  INTL  EQUITY 
PIONEER  CAPITAL  GROWTH  A 
PIERP0NT  INTERNATIONAL  EQUITY 

DATA:* 
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ler  in  1994  was 
$10.6  billion  Van- 
rd/Windsor  Fund, 
3.95%  year-to-date, 
tfolio  manager  John 
f  achieved  that  by 
;entrating  on  oil  and 
savings  and  loans, 
bank  and  insurance 
pany  stocks, 
iverall,  success  sto- 
were  few  and  far 
veen  in  1994's  first 
.  Rising  interest 
>s  triggered  what 
ter  Frank,  chief  in- 
Lment  officer  at 
oghue's  Money  letter, 
3  a  "semihysterical  period"  in  the 
d  market.  Bond  investors  ran  for 
hills,  pulling  $7.7  billion  out  of  bond 
Is  in  March.  April's  outflow,  though, 
/ed  to  $4.8  billion,  and  Areata  (Cal- 
based  amg  Data  Services  reports 
11  inflows  in  recent  weeks.  Fueling 
e  of  the  initial  panic  were  accounts 
mge  losses  from  fund  holdings  of 
lly  volatile  esoteric  mortgage  secur- 
5.  The  worst-hit  of  all  U.S.  bond 
Is:  the  $634.5  million  Piper  Jaffray 
itutional  Government  Income  Fund, 
ch  plunged  22.44%. 
ii  B bumped.  Investors  dumped  mort- 
3  funds  more  than  any  other  type  of 
i  fund.  As  a  category,  the  funds  suf- 
d  a  -2.83%  return.  Treasury  funds 
e  even  worse,  returning  -3.22%.  But 
worst  performers  were  the  interna- 


Totd  return1'' 

SPECIALTY-FINANCIAL  5.00% 

SPECIALTY-NATURAL  RESOURCES  0.88 

EUROPE  0.51 

FOREIGN  -0.26 

SPECIALTY-TECHNOLOGY  -0.32 

GROWTH  &  INCOME  -0.96 

WORLD  -1.06 

EQUITY-INCOME  -1.22 

BALANCED  -1.69 

GROWTH  -1.90 

ASSET  ALLOCATION  -2.28 


GROUPS  FAR 


SPECIALTY-MISCELLANEOUS 
SPECIALTY-HEALTH 
INCOME 

SMALL  COMPANY 
PACIFIC 

MAXIMUM  GROWTH 
SPECIALTY-UTILITIES 
SPECIALTY-PRECIOUS  METALS 


ALL  EQUITY  FUNDS 
U.S.  DIVERSIFIED  EQUITY 
S&P  500  INDEX 


ne  6 


DMA:  MQRWNGSTAR  IMC 


tional  bond  funds,  which  were  hurt  by 
higher  rates  in  Europe  and  a  plunge  in 
emerging  market  debt.  They  fell  6.23%. 

Dare  investors  move  back  into  bond 
funds?  Some  pros  see  selected  bargains. 
Plain-vanilla  mortgage  funds  may  bene- 
fit from  the  halt  in  prepayments.  Bond 
funds  that  took  big  hits  from  mortgage 
derivatives  may  be  shrewd  plays.  Mort- 
gage derivatives  have  been  "dumped  be- 
yond all  rationality,"  says  John  Reken- 
thaler,  editor  of  Morningstar  Mutual 
Funds.  "A  portfolio  manager  who  buys 
these  will  probably  make  a  lot  of  money 
in  the  next  few  years." 

Ironically,  one  of  the  brighter  spots  in 
the  bond  market  were  high-yield  corpo- 
rate bond  funds,  which  emerged  rela- 
tively unscathed  at  -1.79%.  About  $1.1 
million  has  moved  into  junk-bond  funds 


so  far  this  year.  Many 
of  the  funds  took  hits 
from  holdings  of  emerg- 
ing market  debt.  Among 
their  U.  S.  holdings, 
however,  an  improving 
economy  should  raise 
profits,  lessening  credit 
risks. 

Investors  in  stock 
funds  aren't  feeling 
quite  as  much  pain  as 
their  bond-fund  breth- 
ren. Having  learned  to 
take  the  long  view  from 
the  crash  of  1987,  they 
didn't  cash  out  at  the 
first  signs  of  a  correc- 
tion. While  the  inflow  into  equity  funds 
dropped  from  $14  billion  in  February  to 
$6  billion  in  March,  the  pace  picked  up  to 
an  $11.3  billion  inflow  in  April,  according 
to  the  Investment  Company  Institute. 
Equity  funds  received  $2  billion  to  $2.5 
billion  a  week  in  May,  "among  the 
strongest  flows  we've  seen  in  1994,"  says 
Robert  Adler,  of  AMG  Data  Services. 

As  usual,  some  of  1994's  biggest  stock- 
fund  losers  were  1993's  biggest  winners. 
After  racking  up  a  97%  return  in  1993, 
precious  metals  funds,  for  example,  are 
down  about  10%.  The  worst-performing 
stock  fund  at  midyear:  Monitrend  Gold, 
down  more  than  31%.  bjb  International 
Equity  A  took  the  second-worst  slot, 
falling  about  25%  for  the  year  to  date. 
That's  a  far  cry  from  the  healthy 
double-digit  returns  that  many  interna- 
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Assets"    Total return" 


Toted  return* 

Total  return* 

Billions 

Year-to-date 

5-yr.  avg. 

1  ND  GOLD 

-31.69% 

LEXINGTON  STRATEGIC  INVESTMENTS 

-15.30% 

FIDELITY  MAGELLAN  $34.34 

-1.06%  14.38% 

1  RNATI0NAL  EQUITY  A 

-25.64 

VAN  ECKASIA  DYNASTY  B 

-15.08 

INVESTMENT  COMPANY  OF  AMERICA  1 8.68 

0.27 

10.93 

1  N  HERITAGE 

-21.57 

IVY  CHINA  REGION  A 

-14.78 

WASHINGTON  MUTUAL  INVESTORS 

12.40 

0.58 

9.91 

1  IE  AMERICA  HARTWELL  EMERG  GR  A 

-19.71 

MERRILL  LYNCH  DRAGON  B 

-14.71 

FIDELITY  ASSET  MANAGER 

11.21 

-3.72 

12.84 

t  SOUTHEAST  ASIA 

-19.56 

G.T.  GLOBAL  NEW  PACIFIC  GROWTH  A 

-14.69 

VANGUARD/WINDSOR 

10.57 

3.95 

9.48 

SERVICES  GOLD 

-18.75 

EXCEL  VALUE 

-14.63 

INCOME  FUND  OF  AMERICA 

10.25 

-3.14 

9.89 

M  OCEAN  TECHNOLOGY  &  GROWTH 

-18.55 

STEAOMAN  AMERICAN  INDUSTRY 

-14.10 

FIDELITY  PURITAN 

10.40 

1.89 

11.69 

TIONAL  GREATER  CHINA  GROWTH 

-18.35 

BULL  &  BEAR  GOLD  INVESTORS 

-13.98 

TWENTIETH  CENTURY  ULTRA  INVESTORS  9.27 

^1.96 

19.09 

EQUIFUND  H.K.  NATL  FID  EQ 

-18.34 

FIDELITY  SELECT  BROKERAGE  &  INVESTMNT  -1 3.88 

JANUS 

9.22 

-0.62 

13.48 

Ul  INVESTMENT 

-18.31 

DREYFUS  EDISON  ELECTRIC  INDEX 

-13.81 

VANGUARD  INDEX  500 

8.37 

-0.44 

10.39 

HON  GREATER  CHINA  GROWTH 

-17.98 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

-13.79 

FIDELITY  GROWTH  &  INCOME 

8.43 

0.26 

13.81 

)BAL 

-17.02 

DEAN  WITTER  PACIFIC  GROWTH 

-13.73 

VANGUARD/WELLINGTON 

8.23 

-0.05 

9.46 

1 EIMER  GLOBAL  BIO-TECH 

-16.79 

SCUDDER  PACIFIC  OPPORTUNITIES 

-13.53 

VANGUARD/WINDSOR  II 

7.77 

0.59 

9.68 

1  PRICE  NEW  ASIA 

-16.72 

CAPPIELL0-RUSHM0RE  UTILITY  INCOME 

-13.51 

FIDELITY  CONTRAFUND 

7.71 

-0.53 

20.81 

I  IE  FUND  OF  THE  SOUTHWEST 

-16.69 

GAM  INTERNATIONAL 

-13.51 

EUROPACIFIC  GROWTH 

6.85 

0.41 

14.57 

I IEAR  SPECIAL  EQUITIES 

-16.47 

FIDELITY  EMERGING  MARKETS 

-13.50 

FIDELITY  EQUITY-INCOME 

6.94 

0.93 

9.91 

■  SELECT  SOFTWARE  &  COMPUTER 

-16.35 

STEADMAN  ASSOCIATED 

-13.25 

DEAN  WITTER  DIVIDEND  GROWTH  SEC 

6.69 

-1.88 

9.54 

1  SELECT  BIOTECHNOLOGY 

-15.80 

DFA  PACIFIC  RIM  SMALL  COMPANY 

-13.13 

VANGUARD/WELLESLEY  INCOME 

6.00 

-2.24 

10.74 

1 1  STANLEY  INSTL  ASIAN  EQUITY 

-15.46 

MORGAN  STANLEY  ASIAN  GROWTH  A 

-12.95 

MERRILL  LYNCH  GLOBAL  ALLOCATION  B 

5.82 

1.30 

14.27 

\  STREET  PACIFIC  BASIN  EQUITY 

-15.31 

MFS  GOLD  &  NATURAL  RESOURCES  B 

-12.92 

FIDELITY  EQUITY-INCOME  1! 

6.10 

3.10 

0.00 
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tional  equity  funds  produced  last  year. 

Investors  who  ventured  into  emerging 
markets  funds  also  saw  their  fortunes 
take  an  ugly  turn.  The  high-risk  funds 
had  been  immensely  popular.  Estimated 
net  sales  of  Pacific  region  funds  sky- 
rocketed from  $693  million  in  1992  to 
$6.3  billion  in  1993,  according  to  Lipper. 
An  additional  $500  million  went  in  dur- 
ing 1994's  first  quarter— even  as  the 
market  was  going  down.  Many  over- 
heated Southeast  Asian  and  Latin  Amer- 
ican markets  tanked  in  the  first  half. 
Pacific  funds  ended  the  first  half  down 
3.81%,  despite  the  Japanese  market's 
big  rebound. 

Investors  would  do  well  to  keep  an 
eye  on  emerging  markets  funds.  "I  don't 
know  if  the  emerging  markets  will  re- 
bound in  the  next  six  months,"  says  Re- 
kenthaler.  "But  the  long-term  story  is 
more  attractive  now  because  the  mar- 
kets are  down  10%  to  20%  and  the  fun- 
damentals are  the  same."  Jay  Schaback- 
er,  editor  of  Mutual  Fund  Investing,  is 
advising  hardy  investors  to  move  into 
the  $682  million  Montgomery  Emerging 
Markets  fund,  which  focuses  on  South- 
east Asian  markets  but  invests  in  about 
25  emerging  market  countries.  The  fund 
is  somewhat  bearish  on  Mexico  but  likes 
Argentina  and  Brazil.  Its  portfolio  man- 
agers are  looking  at  Southeast  Asia  and 
say  that  Taiwan  "looks  favorable." 
THRIVERS.  But  rather  than  bottomfish, 
some  advisors  suggest  latching  onto  funds 
that  have  thrived  in  this  difficult  environ- 
ment. Kurt  Brouwer,  president  of  San 
Francisco  investment  advisory  firm 
Brouwer  &  Janachowski,  thinks  value- 
oriented  small-cap  funds  will  continue  to 
do  well  and  likes  "special-situation"  funds, 
such  as  Michael  F.  Price's  Mutual  Beacon 
Fund,  which  rose  4.54%  as  of  June  6. 
The  $1  billion  fund  invests  in  the  stocks 
and  bonds  of  bankrupt  companies  and  in 
takeovers,  among  other  things.  Such 
funds,  Brouwer  reasons,  can  do  well  even 
if  the  overall  market  does  poorly. 

Special-situation  funds  favored  by 
Schabacker  include  the  Robertson  Ste- 
phens Contrarian  Fund,  which  has  been 
making  natural  resource,  energy,  and 
commodity  investments.  Portfolio  manag- 
er Paul  Stephens  has  also  taken  short 
positions  in  overvalued  stocks  with  good 
downside  potential. 

Most  investors  realize  that  it  will  be 
more  difficult  to  achieve  high  returns 
in  the  future.  Instead  of  the  annual  aver- 
age of  16%  from  1982  to  1993,  industry 
execs  say  annual  returns  will  be  closer 
to  5%  to  8%  in  coming  years.  That  may 
not  seem  like  very  happy  returns.  But 
after  1994's  first  half,  even  single-digit 
returns  may  look  very  good. 

By  Suzanne  Woolley  in  Nexv  York 


HOW  THE  BOND  FUNDS  FARED  IN  THE  FIRST 


BOND-FUND  GROUPS 


GOVERNMENT  -ADJ.  RATE  MTG 
CORPORATE -HIGH  YIELD 
CORPORATE  -HIGH  QUALITY 
SHORT-TERM  WORLD  INCOME 
TAXABLE  FIXED-INCOME  FUNDS 
GOVERNMENT -GENERAL 


Total  return* 

-0.33% 

-1.79 

-1.92 

-2.17 

-2.48 

-2.73 


CORPORATE -GENERAL 
GOVERNMENT -MORTGAGE 
MUNICIPAL 
CONVERTIBLE 
GOVERNMENT -TREASURY 
INTERNATIONAL 


Total  rets 

-2 
-2 

-2 


TAXABLE  BOND  FUNDS 


THE  BEST  Total  return* 

FRANKLIN/TEMPLETON  HARD  CURRENCY  6.03% 

FRANKLIN/TEMPLETON  HIGH-INC  CURRENCY  5.39 

FRANKLIN/TEMPLETON  GLOBAL  CURRENCY  4.81 

NORTHEAST  INVESTORS  4.06 

OLYMPIC  LOW  DURATION  2.18 

SMITH  BREEDEN INSTL  SHORT  DUR  US  GOVT  1 .78 

SMITH  BREEDEN  SHORT  DURATION  US  GOV  I  1 .68 

KEYSTONE  AMERICA  AUSTRALIA  INCOME  A  1 .68 

SEVEN  SEAS  YIELD  PLUS  1.38 

REGIS  SIRACH  SHORT-TERM  RESERVES  1 .30 

FFTW  U.S.  SHORT-TERM  FIXED-INCOME  1 .27 

MAINSTAY  HIGH-YIELD  CORPORATE  BOND  1 .22 

EATON  VANCE  SHORT-TERM  TREASURY  1.17 

RSI  RETIREMENT  TRUST  SHORT-TERM  INVMT  1.11 

PERMANENT  PORTFOLIO  TREASURY  BILL  1.11 


THE  WORST 

PIPER  JAFFRAY  INSTL  GOVT  INCOME 
MANAGERS  INTERMEDIATE  MORTGAGE 
FIDELITY  NEW  MARKETS  INCOME 
MONITOR  MORTGAGE  SECURITIES  TR 
BAILARD,  BIEHL&  KAISER  INTLF/I 
G.T.  GLOBAL  STRATEGIC  INCOME  B 
G.T.  GLOBAL  HIGH-INCOME  I 
FUNDAMENTAL  U.S.  GOVT  STRATEGIC  INC 
G.T.  GLOBAL  GOVERNMENT  iNCOME  I 
FIDELITY  GLOBAL  BOND 
BENHAM  TARGET  MATURITIES  2020 
BEAR  STEARNS  EMERGING  MARKETS  DEBT 
BULL  &  BEAR  GLOBAL  INCOME 
BENHAM  TARGET  MATURITIES  2015 
FIDELITY  SPARTAN  LONG-TERM  GOVT  BOND 


THE  BEST  Total  return* 

HANIFEN,  IMH0FF  CO  B0NDSHARES  2.39% 

CALVERT  TAX-FREE  RESERV  LIMITED-TRM  A  1 .04 

TWENTIETH  CENTURY  TAX  EXMPT  SH0RT-TRM  0.89 

VENTURE  MUNI  (+)  PLUS  0.88 

VANGUARD  MUNICIPAL  SHORT-TERM  0.54 

KENT  Ml  MUNI  LTD  MATURITY  BOND  INSTL  0.33 

MERRILL  LYNCH  MUNICIPAL  LTD  MATURITY  A  0.31 

KENT  Ml  MUNI  LTD  MATURITY  BOND  INVMT  0.23 

SHORT-TERM  MUNICIPAL  INSTL  0.23 

USAA  TAX-EXEMPT  SHORT-TERM  0.14 

T.  R0WE  PRICE  MD  SHORT-TERM  TAX-FREE  0.12 

FORUM  TAXSAVER  BOND  0.06 

STRONG  SHORT-TERM  MUNICIPAL  BOND  -0.01 

UST  MASTER  SHORT-TERM  TAX-EXEMPT  SECS  -0.07 

WARBURG  PINCUS  NY  MUNICIPAL  BOND  -fl.l  1 


THE  WORST 

CALIFORNIA  MUNI 
NEW  YORK  MUNI 
ALLIANCE  MUNI  INCOME  II FLC 
ALLIANCE  MUNI  INCOME  II NJC 
GUARDIAN  TAX-EXEMPT 
ALLIANCE  MUNI  INCOME  INSURED  CA I 
FINANCIAL  HORIZONS  MUNICIPAL  BOND 
CGM  AMERICAN  TAX-FREE 
FIRST  UNION  NC  MUNICIPAL  BOND  C  INVMT 
BULL  &  BEAR  MUNICIPAL  INCOME 
ALLIANCE  MUNI  INCOME  INSURED  CA  A 
FRANKLIN  FL  INSURED  TAX-FREE  INCOME 
LORD  ABBETTCA  TAX-FREE  INCOME 
CONSULTING  GROUP  MUNICIPAL  BOND 
ALLIANCE  MUNI  INCOME  NATIONAL  B 


'Appreciation  plus  reinvested  dividends  and  capital  gains  through  June  6 

DATA:  M0RNIHGSTAR  INC 
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Indisputable  proof  that  dome  thingj  do  get  better  with  age. 


UNHURRIED        SINCE  1824 


A  MARKET  INOCULATED 
AGAINST  GOLD  FEVER 


Despite  hot  prospects,  gold  is  cold.  Speculators  are  sticking  to  silver  for  now 


For  months,  gold  bugs 
have  had  it  made  in  the 
shade— in  theory.  With 
fundamentals  looking 
solid,  economies  picking 
up  around  the  world, 
and    the    threat  of 
U.  S.  inflation  looming,  gold  bugs  rea- 
son, the  yellow  metal  should  be  the 
year's  hot  commodity.  But  instead, 
gold  bugs  have  found  themselves 
in  the  economic  equivalent  of  a 
roach  motel:  locked  into  lower 
prices,  with  no  breakout  in  sight. 

Why  no  gold  fever?  Part  of  the 
blame  must  go  to  Federal  Reserve 
Board  Chairman  Alan  Greenspan, 
who  pegged  gold  as  an  important 
indicator  in  his  battle  against  in- 
flation. If  gold  were  to  rise,  in- 
vestors fear,  the  Fed  would  push 
up  interest  rates,  thereby  cooling  in- 
flation and  causing  gold  prices  to  de- 
cline. The  market  is  also  feeling  pressure 
from  gold  producers  and  dealers  itch- 
ing to  sell  into  rallies.  And  there's  no 
sign  .of  marquee  investors  such  as 
George  Soros,  who  helped  end  the  met- 
al's five-year  bear  market  by  igniting 
speculative  interest  a  year  ago.  "I  don't 
see  any  rush  to  buy  gold.  We're  not  go- 
ing anywhere,"  declares  William  B. 
O'Neill,  senior  futures  strategist  at  Mer- 
rill Lynch  &  Co. 

BULL-PROOF  METAL?  For  the  long  term, 
tin  nigh,  "bullionaires"  still  have  reason  to 
hope.  While  a  repeat  performance  of 
last  -ummer's  sharp  rally  seems  unlike- 
ly, there  are  enough  bullish  factors  to 
cause  '<>ld  to  rise  modestly  over  the 
balance  of  the  year  and  even  to  surpass 
$400  an  •mice.  And 
since  the  I  ar  market 
appears  to  have  bot- 
tomed out  t  year, 
there  seems  tie  po- 
tential for  a  di  op  be- 
low $3(50.  "The  risk 
you  have  is  that  you 
may  have  to  sit  <>n 
[gold]  for  a  while," 
notes  Bernard  C.  Sa- 
vaiko,  senior  analyst 
at  PaineWebber. 
The   current  dol- 
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drums  are  in  stark  contrast  to  gold's 
wild  and  crazy  ride  in  1993.  Gold  soared 
to  $409  during  the  summer,  collapsed 
to  $343,  and  rebounded  to  end  the  year 
at  $392.  This  year,  gold  languished  for 
several  months,  then  recovered  a  bit  in 
late  May.  As  of  early  June,  it  stood  at 
$383,  down  2.3%  from  January.  And 
gold-mining  stocks  fared  even  worse: 
Gold-oriented  mutual  funds  lost  7.6% 
through  May  31. 

The  metal  has  shrugged  off  several 
opportunities  to  rally.  Even  when  the 
threat  of  terrorism  idled  hundreds  of 
South  African  mineworkers  in  mid-April, 
prices  barely  responded.  Gold  has  also 
ignored  favorable  supply-and-demand 
trends.  Mine  production  rose  just  2%  in 
1993,  the  lowest  growth  in  output  since 
1980.  And  central 
banks  have  cut  back 
gold  sales,  but  even 
so,  prices  have  failed 
to  respond. 

There  is  at  least  a 
golden  lining  in  this 
bleak  situation.  Says 
Ian  C.  MacDonald, 
chief  of  precious-met- 
als trading  at  Credit 
Suisse:  "The  market 
has  absorbed  a  tre- 
mendous amount  of 


distressed  selling  [in  recent  years], 
it's  still  holding  up." 

A  good  dose  of  U.  S.  inflation 
course,  would  give  gold  a  boost 
few  signs  do  point  to  higher  prk 
notably  the  Commodity  Resea 
Bureau  index,  which  as  of  early  J 
had  jumped  14%  from  a  year  ago.  ! 
at  present  growth  rates,  inflation 
pressures  remain  virtually  nil.  / 
Greenspan  appears  determinec 
keep  it  that  way.  "We're  lik 
to  see  interest  rates  rise  m 
rapidly  than  inflation,"  pred 
University  of  Chicago 
sor  of  international  econo 
Robert  Z.  Aliber.  "That  can 
be  good  for  gold." 
solid  footing.  Yet  that  may 
W  hamper  silver  markets,  which  h 
become  a  favorite  playground 
speculators.  In  March,  U.  S.  he 
funds  were  ru- 
mored to  be  spend- 
ing as  much  as 
$1  billion  to  buy 
the  metal  from 
warehouses.  After 
reaching  a  1994 
high  of  $5.80  per 
ounce  on  May  23, 
silver  fell  back  to 
$5.26  as  of  early 
June,  as  specula- 
tors cashed  in  their 
profits. 

Analysts  expect 
to  see  more  gyra- 
tions between  $5  and  $6  an  ounce  o\ 
the  course  of  the  year.  Platinum,  me: 
time,  has  made  small  gains  amid  stro 
demand  for  automobiles,  which  use  t 
metal  in  catalytic  converters.  Some  1 
lieve  stepped-up  industrial  demand  vs 
put  platinum  on  an  especially  solid  fo 
ing  and  may  help  support  silver  prici 
too. 

And  that  rising  tide  may  yet  bu 
gold.  What  bugs  really  want  is  a  I 
economic  event— a  dollar  crisis,  for 
stance— that  could  bust  the  market  wis 
open.  But  barring  such  a  calamity,  g(l 
aficionados  will  remain  the  bad  ne1* 
bugs  of  the  investment  world. 

By  Greg  Burns  in  Chicc\ 
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over  the  ye 
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YOU  COULD  HAVE  GONE  OUT 
ON  THE  TOWN  A  LOT  MORE  OFTEN 


WITH  THE  MONEY  YOU  PUT  INTO  -at 

-J* 

THE  INVESCO  EUROPEAN  FUND.  ■  " 


BUT  YOU  HAD  ANOTHER 
TOWN  IN  MIND. 


As  Europe  continues  to  rapidly 

EVOLVE.  THERE  ARE  OPPORTUNITIES 
EMERGING  FOR  SOPHISTICATED  INVESTORS. 
BUT  THE  CHANGES  ARE  HAPPENING  SO 
QUICKLY  THAT  YOU  NEED  TO  BE  THERE 
TO  TAKE  ADVANTAGE  OF  THEM.  THAT'S 

why  The  INVESCO  European  Fund  is 
managed  directly  from  europe  by 
a  team  of  regional  experts.  each 
member  of  the  team  is  responsible 
for  researching  and  analyzing 
the  markets  of  a  specific  country. 

Of  course,  international 
investing  is  not  risk-free.  foreign 
markets  and  currencies  fluctuate 
and  investors  may  see  sudden 
variations  in  price  per  share,  but 
invesco's  unique  team  management 
approach  and  world-wide  expertise 
could  give  you  the  opportunity 
to  grow  your  capital  over  the 
long-term. 

while  past  performance  is 
no  guarantee  of  future  results, 
the  european  fund  was  listed  as 
a  "Best  Buy"  by  Forbes  magazine  in 
their  August.  1993  issue.'  And  Upper 
Analytical  Services  ranked  it  in  the 
top  five  of  all  European  funds  for 
the  five-year  period  ended  3/31/94.' 

so  call  today  for  a  prospectus. 
You'll  receive  more  complete 
information  on  this  fund.  including 
management  fees  and  expenses.  read 
the  prospectus  carefully  before  you 
invest  or  send  money.  invesco.  just 
one  of  the  smart  choices  you've  made?" 

INVESCO  EUROPEAN  FUND 

Annualized  return  through  March  31.  1994 

One  Year  21.06% 

Three  year  6.99% 

Five  Year  8.30% 

Ten  year  7.74% 


INVESCO  FUNDS 


800-320-452  5 
Ext.  332 


ES  DESIGNATION  OF  THE  FUND  AS  A  "BEST  BUY"  BASED  ON  PROPRIETARY  ANALYSIS  OF  5-YEAR.  RISK-AD]USTED  PERFORMANCE  AND  EXPENSES  AS  OF  6/30/93 

R  Analytical  Services  ranked  the  fund  #4  out  of  9  European-region  funds  for  the  five-year  period  ended  3/31/94. 

RETURN  ASSUMES  REINVESTMENT  OF  DIVIDEND  AND  CAPITAL  GAIN  DISTRIBUTIONS.  INVESTMENT  Rf TURN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  TFIAT.  WHEN  REDEEMED.  AN  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR  LESS 
THEIR  ORIGINAL  COST  INVESCO  FUNDS  GROUP.  INC.,  DISTRIBUTOR 


Options 


HAVE  A  FEELING  ABOUT  RATES? 
SPIN  THE  OPTIONS  WHEEL  

Small  investors  don't  need  a  lot  of  cash  to  bet  on  the  bond  market.  They  do  need  steady  nerves 


TO 


INVESI 


lidiids  have  liccn  taking 
a  wild  ride  lately.  Over 
the  past  four  months, 
inflation  fears  sent  long- 
term  prices  plunging, 
knocking  $100  off  the 
face  value  of  a  $1,000 
bond.  For  folks  willing  to  take  a  risk, 
those  volatile  price  movements  add  up 
to  opportunity.  Using  options,  even 
small-time  investors  can  place  big  bets 
on  the  direction  of  interest  rates. 

To  be  sure,  it's  a  swim  in  shark-infest- 
ed waters.  Professional  traders  and  big 
institutions,  such  as  banks,  dominate  the 
actively  traded  interest-rate  markets  at 
the  Chicago  Board  of  Trade  and  the  Chi- 
cago Mercantile  Exchange.  And  First 
Lady  Hillary  Rodham  Clinton's  trading 
record  notwithstanding,  most  of  the  indi- 
vidual investors  who  dabble  in  deriva- 
tives lose  money.  "It's  not  for  the  faint 
of  heart.  We're  talking  about  a  market 
with  some  pretty  big  spikes,"  notes 
Thomas  A.  Tyler  Jr.,  a  Chicago  com- 
modity-market consultant. 
pleasant  dreams.  For  small-time  op- 
tions traders,  the  best  path  is  to  buy 
and  not  sell  contracts,  so  your  losses 
are  limited  to  the  "premium,"  or  price,  of 
the  contract.  Small-time  speculators 
favor  straightforward  purchases  of 
either  a  single  type  of  put,  which 
confers  the  right  to  sell  at  a  spe- 
cific price  in  the  future,  or  a  sin- 
gle type  of  call,  which  confers  the 
right  to  buy.  Both  hold  out  tin 
chance  of  a  quick  jackpot,  notes  David 
A.  Andalman,  senior  options  analyst 
at  Chicago's  Alaron  Trading  Corp.: 
"The  likelihood  of  the  average  Joe 
doubling  his  money  is  remote,  but 
that's  what  people  dream  about." 

It  doesn't  necessarily  cost  a  lot  to 
play.  At  the  beginning  of  June,  for  in 


stance,  an  investor  betting  that  rates 
were  going  up  could  have  purchased  a 
U.  S.  Treasury  bond  put  for  a  premium 
of  $1,500  plus  commission.  That  put 
gives  the  investor  the  option  to  sell  a  fu- 
tures contract  representing  $100,000  in 
bonds  at  a  price  of  104,  about  where 
the  market  was  trading.  To  overcome 
the  premium,  bond  prices  would  have  to 
decline— and  fast.  By  Aug.  19,  when  the 
put  expires,  yields  would  have  to  rise 
from  7.3%  to  about  7.7%.  If  rates  rose  to 
8%,  the  put  would  be  worth  about 
$3,100.  If  rates  stay  the  same  or  decline 
by  Aug.  19,  however,  it's  like  shooting 
snake  eyes  in  Vegas— you  lose. 

For  a  speculator  expecting  rates  to 
retreat  from  their  present  peaks,  buying 
a  call  is  the  way  to  go.  A  September 
call  option  on  10-year  Treasury-note  fu- 
tures at  the  Chicago  Board  of  Trade 
also  cost  $1,500  as  of  early  June.  This 
time,  the  entire  stake  goes  down  the 
drain  if  rates  stay  the  same  or  go  high- 
er. In  fact,  because  of  the  premium, 
yields  have  to  fall 
by  nearly  a  half- 
percentage  point 
by  the  option's 
Aug.  19  expi- 


Buy,  don't  s| 
options  to  li] 
your  losses 
the  premiu 
or  price,  ci 
the  contra 


ration  before  you  would  see  any  pro: 
But  if  the  market  moves  your  way, 
as  much  fun  as  hitting  three  cherrl 
at  the  slots.  If  the  yield  on  the  10-y 
note  fell  a  full  percentage  point,  to  alxjs, 
6.1%,  the  call  would  be  worth  so: 
$6,000,  quadrupling  your  money. 
hedges.  If  you  be- 
lieve   rates  will 
move  dramatically 
but    aren't  sure 
which  way,  you  can 
make    money  by 
"spreads."  An  in- 
vestor can  buy  a 
put  and  a  call  at 
identical  prices  for 
about  $4,500.  That 
is   the  maximum 
amount  at  risk.  If 
yields  move  about 
a  half-point  up  or 
down,  the  spread  would  be  profitable 
Pros  often  use  interest-rate  optio 
to  hedge.  An  investor  holding  a  portfo 
of  bonds  can  simply  buy  a  put  to  offs 
losses  caused  by  rising  rates.  Sor 
small-fry  investors  are  having  some  si 
cess  with  strategies  that  cover  a  sm 
part  of  a  portfolio's  losses. 

It  may  sound  simple,  but  options  a 
only  for  the  valiant  few.  In  Board 
Trade  interest-rate  contracts,  for 
stance,  individual  investors  account  f 
as  little  as  3%  of  the  business.  Ai 
of  those,  according  to  industry  es 
mates,  more  than  80%  lose  money.  0: 
New  Jersey-based  user  of  interest-ra 
options  suggests  that  anyone  spec 
lating  as  he  does,  "should  have 
conviction  about  where  rates  a: 
going,  and  they  should  be  prepan 
to  lose  all  their  money."  Unless,  that 
:hey  happen  to  lie  right. 

By  Greg  Bunts  in  Chica 


U.S.  TREASURY  BOND 

Known  for  big  price 
swings.  Liquid  even  for 
small  trades,  it  is  popu- 
lar among  small  inves- 
tors. Traded  on  the 
Chicago  Board  of  Trade 
(CBOT). 


U.S  TREASURY  NOTE 

Includes  10-,  5-,  and  2- 
year  maturities.  Growing 
in  popularity.  10-year 
volume  soaring  as  gov- 
ernment shifts  debt  fi- 
nancing to  shorter-term 
instruments.  CBOT. 


LIBOR  Based  on  London 
Interbank  rate,  30-day 
maturities.  Retail  interest 
rare,  though  spread 
trades  attract  some  small- 
time traders.  Traded  on 
the  Chicago  Mercantile 
Exchange. 


U.S.  TREASURY  RATES 

Thinly  traded.  Prices  are 
based  on  yields.  Market 
maker  system  guaran- 
tees minimum  bid-ask 
spread.  Chicago  Board 
Options  Exchange. 


A  MENU  OF 

INTEREST-RATE 

OPTIONS 


DATA:  AlABON  TRADING  COW.;  FUTURES 
-  INDUSTRY  ASSH  •  > 
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Smart  Solutions 

NUMBER  22-EXPRESS  MAIL 


lerson  has  to  deliver 
50  hats  by  tomorrow. 


Finds  out  Express  Mail®  is 
a  very  smart  solution. 


Doesn't  have 
much  money. 

\  i  is 
/  \ 


i  ■  ■  ■  •  ■  • 

Doesn't  cost 
much. 


Goes  to 
Post  Office. 


Guarantees  overnight 
delivery.* 


365  days 
a  year. 


Person  is 
delighted. 


Makes  bad  pun  about  taking 
hat  off  to  Postal  Service. 


For  an  Express  Mail  starter  kit,  call  1-800-THE-USPS,  ext.  945. 

*Some  restrictions  apply.  Check  your  Post  Office  lor  details 


©1994  USPS 


We  DeliverAFor  You. 


gjjr=m  UNITED  STATES 
POSTAL  SERVICE  - 


Anybody  iSeen  Gomer  Around  Here? 


Scott  Robertson  told  his  friends  he  was  moving  to  Birmingham.  And  they  told  him  he  d  lost 
nis  ma  roles.  Be  cause  to  them,  Alabama  meant  Gomer  Pyle  or  the  Beverly  Hillhill  les  —  not  the  kind 
of  place  a  corporate  man  would  leave  Wash  DC.  lor  to  further  his  career.  But  to  Scott, 

Alabama  meant  a  great  opportunity.   So  he  figured  he  would  at  least  give  it  a  year.  That  was  in  1979- 

As  I'  ve  traveled,  I  ve  learned  everybody  has  an  Alabama  story.  ^Not  about  racism,  pollution, 
or  the  Gomer  way  of  doing  things.  But  about  friendly  people,  gorgeous  countryside,  and  phenomenal 
cultural  experiences.  And  if  they  d  actually  lived  here,  the  story  is  usually  about  how  much  they  loved 
it  and  want  to  move  back.  My  story  s  about  how  I  had  to  drag  my  wife  here  kicking  and  screaming. 
Yet  now  I  could  never  get  her  to  move  north  of  downtown  Birmingham. 

Scott  believes  the  only  problem  Alabama  has  is  persuading  prospects 
to  come  here.  But  once  here,  they  become  hooked  and  never  want  to  leave. 
M_aybe  that  s  because,  according  to  Scott,  Alabama  is  an  "island  in  the  sea  of  chaos.  BE&K, 


Alabama  has  one  of  the 
highest  concentrations 
of  registered  engineers 
in  the  nation. 


where  Scott  is  "Vice  President  of  Communications,  has  certainly  prospered,  having  been  ranked  as  one 
of  the  top  25  engineering  firms  and  one  of  the  100  best  companies  to  work  for  in  the  entire  country. 
While  in  the  Al  abama  business  mar  ket,  BE&K  is  recognized  for  having  achieved  a  strong  presence 
around  the  world.  And  we  think  that  s  about  as  far  from  jNl_ayberry  as  you  can  get. 


ALABAMA 


~W  k  e  r  e     q  o  o  (I     f>  e  <i  ft  I  e     a  c  c  o  in  />  I  i  s  h     ci  r  e  a 


For  more  information,  contact  the  Economic  Development  Partnership  of  Alabama: 
2  North  Jackson  Street.  Montgomery.  Alabama  36104:  800-276-3372 


TOP  OF 
THE  HEAP 


So  far,  these  are  1994's  winners 


▲  JUICY  DEAL 

Snapple  snapped  up 
$30  million  worth  of 
ECC  International's 
new  vending  machine 

<  CHIPS  'R'  US 

U.S.  semiconductors 
keep  stealing  the 
show  from  Japan 
with  hot  new  designs 


▲  HAPPY  MATC 

Centex  stock  has 
jumped  250%  sine 
its  merger  with 
MFS  Communicatic 


imngs  i 
Lett 
,5Ui( 
terms 


ERE 
0 
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A  defense  contractor 
benefiting  from  military 
cutbacks?  An  index  fund 
leading  the  equity  pack? 
So  far,  lias  some 

oddball  winners.  This 
topsy-turvy  time  of  cor- 
rection and  volatility  has  turned  'markets 
upside  down,  undercutting  traditional 
leaders  while  giving  new  life  to  former 
laggards  such  a.s  Japan. 

BEST  NYSE  STOCK 

You  would  hardly  expect  to  find  a  de- 
fense contractor  at  the  top  of  the  NYSE. 
But  so  far,  Ecc  International  Corp.'s  di- 
versification into  vending  machines  has 
been  a  hit.  The  company's  stock  jumped 
24.'}%— primarily  because  Snapple 
snapped  up  $30  million  worth  of  its 
glass-front  machines,  which  can  hold  as 
many  as  54  beverage  selections  in  glass 
bottles. 

Meanwhile,  the  company's  core  busi- 
ness is  no  lemon.  Most  of  its  $65  million 
in  1993  sales  came  from  the  computer 
simulators  that  ecc  makes  to  train  per- 
sonnel in  maintaining  and  operating  mil- 


itary systems.  This  training  is  "very 
cost-effective  in  a  declining  defense  mar- 
ket," says  President  and  CEO  George  W. 
Murphy.  After  two  years  of  losses,  ECC 
has  some  $65  million  worth  of  Pentagon 
contracts  to  sell  plane  and  tank  simula- 
tors to  such  countries  as  Egypt,  Fin- 
land, and  Saudi  Arabia. 

BEST  AMEX  STOCK 

The  picture  brightened  for  tsx  Corp.  on 
Mar.  14,  when  cable-television  power- 
house Tele-Communications  Inc.  took  a 
49%  stake  in  the  El  Paso  company.  Its 
Texscan  unit  supplies  equipment  to  cable 
networks.  The  stock  of  tsx  is  up  234%, 
to  $16,  since  January.  "Our  survivability 
is  no  longer  in  question,"  says  Chair- 
man and  President  William  H.  Lambert, 
who  took  over  when  TSX  emerged  from 
Chapter  11  in  1988.  He  used  the  TCI  eq- 
uity to  pay  off  most  of  the  $17  million 
debt  he  inherited  and  now  is  planning  to 
target  booming  overseas  markets. 

BEST  OTC  STOCK 

A  hostile-takeover-turned-friendly  cata- 
pulted Centex  Telemanagement  Inc.,  a 


nakers  i 
nrgmg 


'ear  tn 


telecommunications  service  provide] 
the  top  of  NASDAQ,  up  250%  since 
uary.  Centex  stock  had  been  languisl 
near  $4  when  MFS  Communications 
made  an  offer  of  $9  a  share  in 
March.  Centex  first  rejected  the  o 
but  later  acquiesced  to  a  sweetened 
bid. 

San  Francisco-based  Centex,  with 
million  in  sales  last  year,  assembles 
cost  services  for  small  and  midsize 
nesses.  Last  year,  profits  were  slipp 
as  a  consequence  of  both  increased  c 
petition  and  deregulation.  That,  howe 
doesn't  faze  Omaha-based  mfs,  an 
gressive,  independent  provider  of  fil 
optic  telephone  service.  MFS  want: 
give  inexpensive  service  to  Cenl 
11, 000  customers  over  a  network  aire 
in  24  markets  and  expanding  to  75 


SIC 


in  r, 


BEST  STOCK  GROUP 

Semiconductor  companies  in  the  U.  S 
main  hot,  up  33%  this  year.  Doug 
drey,  director  of  statistical  program; 
the  Semiconductor  Industry  Assn., 
tributes  the  sector's  strength  to  sup 
or  advanced  integrated-circuit  desi 


EST  BC 
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<  COFFEE  BREAK 

Dwindling  supplies 
and  brewing  demand 
have  made  futures 
prices  percolate 


►  CASH  CACHE 

Neil  Devlin's  fund 
was  the  right  place 
to  be  when  the 
greenback  tanked 


►  HELPING  HAND 

TSX  stock  got  a  boost 
of  234%  from  cable 
powerhouse  TCI 


>K!NG  UP 

I  ;  stirrings  of 
y  drove  the 
28.5%  higher 
ir  terms 


eased  access  to  Japan's  market,  and 
lematech  Inc.,  the  industry-govern- 
it  consortium  formed  to  get  U.  S. 
makers  off  the  endangered-species 
Surging  demand  for  chips  in  every- 
g  from  personal  computers  to  cellu- 
phones  and  antilock  brakes  should 
)  business  brisk.  The  worldwide  mar- 
is expected  to  grow  from  $77  billion 
year  to  $93  billion. 

EST  STOCK  FUND  MANAGER 

definition,  index  funds  aren't  sup- 
sd  to  lead  the  pack  because  they 
*esent  a  market  average,  but  dfa 
xnese  Small  Company,  which  has  de- 
red  total  returns  of  34.24%  so  far  in 
1,  is  a  pretty  esoteric  slice  of  stocks, 
omprises  some  600  small  Japanese 
panies.  DFA  buys  and  holds  them 
1  they  get  too  big,  so  Japan's  recov- 
has  more  to  do  with  boosting  the 
.11  fry  in  the  $305  million  fund  than 
wiles  of  manager  David  Price. 

!  IEST  BOND  FUND  MANAGER 

nklin  Templeton  Hard  Currency  also 
:s  its  robust  7%  return  less  to  man- 


ager Neil  Devlin  than  to  outside  forces. 
The  $38  million  fund  is  "primarily  for 
people  in  the  U.  S.  looking  to  protect 
against  depreciation  of  the  dollar,"  says 
Devlin,  and  that  was  the  right  place  to 
be  when  the  greenback  tanked.  Devlin's 
strategy  is  highly  circumscribed:  Using 
Swiss  francs  as  a  core  currency,  Devlin 
is  required  by  the  fund's  prospectus  to 
invest  in  the  five  developed  countries 
with  the  lowest  inflation.  He's  now  in 
Denmark,  Japan,  Switzerland,  Australia, 
and  New  Zealand.  Strong  growth  in 
commodities  exports  from  the  last  two 
also  helped  make  Devlin  a  winner. 

BEST  OVERSEAS  MARKET 

Stirrings  of  an  economic  recovery  and 
waves  of  cash  from  abroad  turned  Tokyo 
into  the  industrial  world's  top-performing 
market  so  far  this  year.  In  dollar  terms, 
the  Nikkei  stock  average  rose  28.5% 
through  June  7.  Further  gains  are  likely. 
Japanese  businesses  have  slashed  costs, 
which  should  boost  profits  by  up  to  40% 
this  year.  The  Bank  of  Japan  may  help 
this  summer  by  cutting  interest  rates, 
already  at  record  lows.  Rod  Smyth, 


strategist  for  Baring  Se-  si» 
curities  (Japan)  Ltd.,  thus  expects  the 
Nikkei  to  rise  19%,  to  25,000,  by  this 
time  next  year. 

BEST  COMMODITIES 

For  those  who  like  their  commodities 
hot,  coffee  is  the  market  of  choice.  Fu- 
tures prices  for  a  pound  of  beans  at 
New  York's  Coffee,  Sugar  &  Cocoa  Ex- 
change more  than  doubled,  from  72<P  on 
Jan.  5  to  $1.46  on  May  24.  That  may 
be  just  a  warm-up:  By  autumn,  the  peak 
consumption  season,  coffee  prices  could 
percolate  past  $2,  says  Judith  E.  Ganes, 
senior  analyst  at  Merrill  Lynch  &  Co. 

Why  the  run  on  java?  Extremely 
tight  supplies  worldwide.  Coffee  prices 
got  so  depressed  in  the  early  1990s  that 
producers  didn't  bother  to  fertilize  their 
trees,  much  less  plant  new  ones.  It's  a 
good  combo  for  speculators:  brewing  de- 
mand and  stockpiles  that  barely  amount 
to  a  hill  of  beans. 

By  Pam  Black  with  William  GlasgaR  in 
New  York,  Peter  Burrows  in  Dallas,  Greg 
Burns  in  Chicago,  and  Kathy  Rebello  in 
San  Francisco 
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BY  GENE  G.  MARCIAL 


MAYBE  YOUR  DIAL 
SHOULD  STAY  TUNED 
TO  KING  WORLD 


When  King  World  Productions 
announced  on  June  6  that  it 
had  closed  deals  with  some 
TV  stations  to  air  its  top  three  syndi- 
cated shows  until  2000,  some  Street 
pros  took  the  news  as  a  portent  of 
something  bigger:  a  buyout.  The  top 
programs  King  World  produces  and 
distributes  are  Wheel  of  Fortune,  Jeop- 
ardy, and  The  Oprah  Winfrey  Show. 

"Mark  my  words,"  says  a  money 
manager  in  Beverly  Hills,  Calif.,  who 
has  been  accumulating  shares,  "King 
World  will  be  the  next  Paramount 
Communications."  Paramount,  as  every 
business  student  knows,  was  embroiled 
in  a  fierce  takeover  battle  between  Vi- 
acom and  QVC  Network.  This  pro  in- 
sists the  stock  of  King  World,  trading 
at  39,  will  hit  the  60s  in  a  buyout  fight. 

He  says  Capital  Cities/ABC,  the  en- 
tertainment giant,  "is  poised  to  make  a 
friendly  bid  for  King  World  at  $55  to 
$60  a  share."  The  rumor  is  that  Cap 
Cities/ABC  will  make  its  move  now,  be- 
fore the  impending  elimination  of  the 
Federal  Communications  Commission 
rule  on  financial  interest  and  syndica- 
tion ("fin-syn")  that  bars  TV  networks 
from  producing  and  owning  their  own 
syndicated  shows.  Once  fin-syn  goes, 
possibly  by  1995,  the  shares  of  King 
World  will  soar,  says  this  investor.  A 
King  World  spokeswoman  declined 
comment.  Cap  Cities  is  always  looking 
for  apt  acquisitions,  but  "our  policy  is 
not  to  comment  on  them,"  says  a 
spokeswoman. 

WON'T  say  NO.  Jessica  Reif,  Oppen- 
heimer's  media  and  entertainment  ma- 
ven,  has  no  quarrel  with  such  specula- 
tion. She  isn't  ruling  out  CBS  as  a 
potential  bidder,  though.  "It  could  be 
any  of  the  networks,  including  NBC," 
says  Reif,  who  has  a  buy  recommenda- 
tion on  the  stock.  "Right  now,  King 
World  is  in  the  enviable  position  of 
dominating  a  market  sought  after  by 
the  giant  networks." 

She  doesn't  think  King  World  will 
nix  the  idea.  She  sees  it  at  least  merg- 
ing with  a  major  network  or  doing  a 
joint  venture.  The  networks  are  now 
enjoying  an  improved  economy,  which 
benefits  King  World:  It  can  raise  the 
price  of  its  shows. 

"In  any  case,  shares  of  King  World 


IS  A  BUYOUT  AHEAD 
FOR  KING  WORLD? 
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are  inexpensive  under  any  scenario," 
says  Reif.  Even  without  a  buyout,  she 
figures  the  stock  will  climb  to  50. 

Paul  C.  Marsh,  entertainment  ana- 
lyst at  Nat  West  Securities,  says  King 
World's  recent  deal  with  broadcasters 
will  double  its  license  fees  to  about 
$1.9  billion.  Marsh  calculates  that  King 
World  will  earn  $2.70  in  1994  and  $2.90 
in  1995  (excluding  the  fees  from  the 
recently  renewed  contracts  for  its  top 
shows). 


HEADS  UP 
FOR  READ-RITE 


Technology  stocks  aren't  a  high 
pi'iority  for  money  manager  Rich- 
ard Hoey,  who  runs  the  $1.6  bil- 
lion Dreyfus  Growth  &  Income  Fund. 
But  he's  always  on  the  lookout  for 
"pre-crashed"  stocks— ones  that,  like 
pre-washed  jeans,  have  already  been 
through  the  wringer.  And  his  latest 
find  is  Read-Rite,  a  major  supplier  of 
headstack  assemblies  and  thin-film 
magnetic  recording  heads  for  Winches- 
ter disk  drives. 

Its  shares  plummeted  to  10  late  last 
year,  down  from  32  in  early  1993,  and 
have  since  crept  back  to  12.  The 
plunge  followed  several  dismal  quar- 
ters that  made  1993  earnings  fall  to 
2<t  a  share,  down  from  $1.59  in  1992. 

But  there's  evidence  the  company 
has  turned  the  corner  toward  recovery, 
despite  continued  skepticism  on  the 
Street,  says  Hoey.  The  shorts,  he  says, 
insist  that  any  spike  in  earnings  will  be 
a  temporary  blip. 

"I  don't  think  so,"  contends  Hoey, 
who  says  the  price  war  that  crimped 


industry  profit  margins  has  ah 
The  worst  is  over  for  Read-Rite,  whiHj 
is  poised  to  recapture  its  dominant  m 
sition,  says  Hoey.  He  figures  earninl 
will  rebound  to  50<P  a  share  this  yel 
and  to  $1.20  or  more  next  year.  M 
concedes  the  industry  is  known  for  (i 
cles  of  feast  and  famine. 

"The  industry  is  now  headed  for  j| 
next  feast,"  says  Hoey.  He  thinks  thai 
more  than  any  other  stock  in  the  buB 
ness,  Read-Rite  is  the  best  way  to  pl« 
the  coming  upswing. 


A  FIRM  FLOOR  UNDEIJ 
UNITED  CAPITAL 


For  a  company  in  the  thick  | 
rough-and-tumble  real  estati 
United  Capital  has  been  haviip 
an  upbeat  time  since  1991,  when  ear| 
ings  started  to  stabilize.  Its  share 
trading  on  the  American  Stock  Ei 
change  at  3  at  the  end  of  1992,  haj 
zoomed  to  10.  Time  to  bail  out?  In  faqi 
new  players  have  been  buying  in— col 
vinced  the  stock  is  worth  much  mori 
What's  the  deal? 

More  steady  earnings  from  its  prol 
erty  business,  say  some  investors,  pl| 
a  big  contribution  in  years  ahead  frof 
Kentile  Floors,  a  major  producer  | 
resilient  vinyl  flooring  that  United  af 
quired  in  March.  This  newcomer  is  ej 
pected  to  help  double  United's  said 
and  boost  earnings. 

"Kentile  certainly  improves  the  sals 
and  earnings  picture  of  United  an 
makes  it  much  more  attractive,"  sajf 
Elizabeth  A.  Pearce,  director  of  rj 
search  at  Anderson  Capital  Manag 
ment  in  San  Francisco,  which  has  bee 
adding  to  its  holdings.  She  says  Units 
was  underappreciated  and  underva 
ued  even  before  it  acquired  Kentilj 
Back  then,  she  figures,  United's  propej 
ty  assets  were  worth  about  $20 
share.  With  the  addition  of  Kentil 
which  posted  sales  of  $70  million  la; 
year,  she  thinks  United,  which  earnc 
70<f  a  share  last  year— vs.  44<P  in  1992 
should  make  $1  this  year. 

United  owns  and  manages  low-rei 
properties  that  it  leases  to  highly  vi 
ible  corporate  tenants,  includin 
Kmart,  PepsiCo,  and  Boston  Chickei 
The  company  has  more  than  6  millio 
square  feet  of  space,  renting  at  an  ai 
erage  $3  a  foot.  Says  United  Chaii, 
man  and  ceo  A.  F.  Petrocelli:  "The  loi 
rent  gives  a  lot  of  upside  potential 
we  lose  a  tenant,  it's  easy  to  find  an 
other  at  a  higher  rent,  even  in  a  dow 
market." 
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We  a//  s/iflre  f/ze  samp  goa/s  m 
business  and  in  life.  Security... 
protection.. .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  130  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  health  care  networks,  or 
the  innovation  of  a  property 
casualty  program  that  has  helped 
save  American  business  over 
$300  million;  or  through  a 
pension  and  retirement  plan  that 
is  safeguarding  the  dreams  of  10 
million  workers,  retirees  and  their 
families,  we  make  a  difference  in 
people's  lives. 


H 


994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06133. 


with  50%  of  the  Fortune"  500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  over 
$100  billion  in  assets  and  the 
knowledge  that  every  customer 
under  America's  umbrella  is  our 
most  important  one. 


TheTravelers^ 

Insurance  Companies 
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TELECOMMUNICATIONS  I 


A  ROTARY-DIAL  ANTIQUE 
THAT'S  GLEAMING  LIKE  NEW 


MSTS 

Jnr  the  ^ 
-  these 
111  asyi 


AT&T's  former  Western  Electric  unit  has  plenty  of  life  in  it  as  a  network  supplier-designer 


When  AT&T  was  broken  up  10 
years  ago,  its  telecommunica- 
tions-equipment arm,  West- 
ern Electric  Co.,  was  little  more  than  a 
backwater  division  that  shoved  hard- 
ware to  captive  long-distance  and  local- 
phone  operations.  It  had  never  had  to 
compete  for  business  and  showed  little 
indication  that  it  could.  The  convention- 
al wisdom  was  that  the  newly  free  Baby 
Bells  would  jump  to  Alcatel,  Siemens, 
Northern  Telecom,  and  Western's  other 
competitors.  And  they  did— for  a  while. 

Not  anymore.  AT&T  Network  Systems 
International,  the  main  part  of  the  old 
Western  Electric,  is  winning  one  multi- 
billion-dollar  phone  company  contract  af- 
ter another.  In  the  U.  S.,  it's  the  top 
supplier  of  equipment  and  networking 
expertise  for  Baby  Bells  and  others  hop- 
ing to  lay  portions  of  the  Information 
Superhighway.  Overseas,  it's  nailing 
down  communications  infrastructure 
deals  from  Saudi  Arabia  to  Beijing. 
SWITCH  HIT.  The  results  are  impressive. 
Last  year,  while  AT&T  revenues  grew 
3.5%,  to  $67  billion,  Network  Systems 
sales  jumped  8.5%,  to  $8.35  billion.  This 
year,  analysts  expect  the  unit's  sales  to 
surge  15%  to  20%— while  the  long-dis- 
tance business  will  be  flat  or  slightly 
down.  In  1993,  AT&T's  share  of  the  mar- 
ket for  digital  switches  (used  in  phone- 
company  switching  offices)  hit  50%,  up 
from  41%  in  1990,  estimates  Northern 
Business  Information  Inc. 

AT&T's  equipment  coup  stems  in  part 
from  the  phone  giant's  unique  advan- 
tages: It  not  only  makes  switching  gear 
but  also  builds  transmission  equipment 
and  runs  its  own  huge  network.  "AT&T 
has  the  most  advanced,  most  efficient 


MULTIMEDIA  MASTER:  AT&T  CIRCUITRY  IS  COMPRESSING  SIGNALS  FOR  VIDEO  ON  DEMAND 


long-distance  network  in  the  world,"  says 
Michael  Arellano,  a  Northern  Business 
consultant.  "So  customers  are  comfort- 
able turning  over  these  very  complex 
new  networks  to  them." 

AT&T  also  is  seeing  the  fruits  of  a 
technology  bet  made  18  months  ago.  It 
deduced  that  telecommunications  would 
go  multimedia,  requiring  high-capacity 
("broadband"  in  industry  jargon)  digital 
networks  and  prompting  phone  compa- 
nies to  spend  billions  on  networks  to 
handle  voice,  data,  and  video.  "We  put 
all  of  Bell  Labs'  resources  into  develop- 
ing broadband  networks  well  ahead  of 
any  of  our  competitors,"  says  Network 
Systems  President  Richard  McGinn. 

The  bet  proved  serendipitous.  Local 


phone  companies,  fearful  of  competitr  bus 
from  cable  TV,  are  installing  broadbaM>" 
networks  that  can  carry  such  services^  mai 
movies  on  demand  and  home  shoppij 
Now,  AT&T  offers  them  switches,  viclk'  bi 
servers,  network-management  softwaptiwis  I 
and  soon,  set-top  cable-TV  boxes.  Tlp  ;'> 
breadth  of  products  and  services  is  wtrcanv 


AT&T  is  both  equipment  supplier 
systems  integrator  on  every  broadba ' » 
contract  it  has  won.  "AT&T  may  not 
essarily  have  the  best  equipment  or  *  £  F 
best  price,  but  they  are  the  only  onesfri'  »■:• 
have  it  all,"  says  Merrill  Lynch  analf ock  te 
Richard  C.  Toole. 

That  doesn't  mean  AT&T  can  sit  bsP'1 
and  count  its  winnings.  Network  Si!1' 
terns  has  been  involved  in  virtually  P 


AT&T  IS  WINNING 
INFO  HIGHWAY 
CONTRACTS  AT  HOME, 
INFRASTRUCTURE 
DEALS  ABROAD 


PACIFIC  TELESIS 


The  California  Baby  Bell 
has  tapped  AT&T  for  a 
seven-year  project  to 
build  an  interactive 
broadband  network 
reaching  5  million  homes 


I  REPORTS  TOTAl  VALUE  ^  $  1 6  BILLION 


BELL  ATLANTIC 


AT&T  will  be  prime 
contractor  and 
systems  integrator  for 
interactive  TV  net- 
works to  be  built  in  20 
markets  in  five  years 

$11  BILLION 


SAUDI  AR 


Setting  up  a  700,000- 
line  digital  network 
in  Connecticut  for 
Southern  New 
England  Telephone 


$4.4  BILLION 


AT&T  will  buhV 
manage  a  1.5 
line  digital  netv  la 
the  largest  telef  t 
nications  contn 
outside  the  U.S'n 

$4  BILLION 


IT 

■d  by  a 
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interactive-TV  trial  in  the  past  two 
s,  but  no  full-scale  broadband  net- 
c  has  been  built  yet  to  test  its  tech- 
Igy  and  systems  integration  in  real- 
d  conditions.  In  the  next  few  years, 
r  will  install  a  series  of  full-scale 
/orks— hybrids  that  rely  on  high- 
d  fiber-optic  lines  to  bring  digital 
als  into  a  neighborhood  and  coaxial 
i  for  the  "final  mile"  to  homes.  Con- 
ing these  networks  will  be  AT&T's 
erful  asynchronous-transfer-mode 
)  switches. 

lat  technology  is  allowing  AT&T  to 
rog  Canada's  Northern  Telecom  Inc., 
Mo.  2  in  digital  switches.  Northern  is 
vering  from  a  year  of  turmoil  in  its 
utive  suite  and  delays  in  shipping 
switch  software.  But  President  John 
i  vows  to  catch  up:  "We  have  some 
high-end  broadband  switches  com- 
>ut,  and  we  expect  to  be  very  com- 
,ive."  Still,  the  company's  share  of 
digital-switch  market  slid  from  35% 
1%  last  year,  says  Northern  Business 
■mation. 

i  ARE  ringing.  AT&T's  target  is  60% 
le  market,  a  goal  that  megadeals 
Bell  Atlantic,  Pacific  Bell,  and 
hern  New  England  Telephone  (SNET) 
ild  help  it  achieve.  The  latest:  a 
;  7  contract  to  build  a  broadband 
/ork  for  Southwestern  Bell  in 
ardson,  Tex.  Overseas,  Network 
ems  recently  won  a  $4  billion  con- 
:  to  build  a  state-of-the-art  phone 
?m  in  Saudi  Arabia,  the  biggest  such 
ract  outside  the  U.  S. 
at  how  long  will  the  Baby  Bells 
w  business  to  a  potential  enemy? 
Bells  want  to  crash  AT&T's  long-dis- 
e  market  and  are  bracing  for  its 
f  into  local  service,  possibly  via  its 
ling  buy  of  McCaw  Cellular  Com- 
ications  Inc.  But  when  it  comes  to 
1  ng  the  latest  gear,  Baby  Bells  don't 
i  many  choices.  "AT&T  is  really  the 
company  out  there  that  can  offer  a 
network,"  says  Andrei  Jezierski,  a 
•ommunications  consultant  at  Booz, 
n  &  Hamilton  Inc.  Adds  Charlotte 
ninberg,  SNET's  vice-president  for 
/ork  technology:  "AT&T  is  certainly 
supplier  of  choice  right  now."  Maybe 
ime  for  new  conventional  wisdom. 
y  Catherine  Arnst  in  New  York,  with 
au  reports 


1  provide 
quipment 
lar  system 
ated  by  a 
onsortium 
n  Argentina 


In  Beijing,  AT&T  will 
supply  transmission 
equipment,  network 
management,  and  op- 
erator services  for  a 
digital  phone  system 
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#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Yr.  Compounded  Annual  Return' 

25%  i  


20% 
15% 
10% 
5% 
0% 


S&P500 

12.1% 


KAUFX 
FUND 

21.9% 


More  than  twice  the  average  total 
annual  return  of  all  funds.  * 


Morningstar  5  Star  ( 

(as  of  3/31/94) 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital  appre- 
ciation through  investment  in  small 
growth  companies.  The  Fund 
invests  primarily  in  companies 
beyond  the  venture  stage  that  are 
profitable  and  have  substantial 
growth  prospects. 


^^^^^ 


)  Rating 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  co-managers. 


For  information  call: 


1  -800-562-921 0 


Period  of  12/4/87-3/31/94. 

*Five  year  period  ending  3/31/94,  per  Lipper  Analytical  Services. 

Since  February  1986,  the  date  the  Fund  became  fully  operational  after  reorganization,  the 
Fund's  total  return  was  224.9%.  The  Fund's  compounded  annualized  return  to  March 
31,  1994  for  the  one  year,  and  2/86-3/94  periods  are  16.1%,  15.7%  respectively. 
Total  returns  for  periods  ending  March  31,  1994  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gams.  There  is  a  0.2%  redemption  fee 
and  a  12b- 1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the 
common  stock  of  500  publicly  traded  U.S.  companies.  For  more  information  including 
charges  and  expenses,  please  read  the  prospectus  carefully  before  you  invest.  The 
performance  cited  represents  past  performance  which  is  not  indicative  of  future  results; 
investment  performance  fluctuates;  fund  shares  when  redeemed  may  be  worth  more  or 
less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 
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COUPON  CLIPPERS, 
SAVE  YOUR  SCISSORS 


Vons  supermarkets  are  revolutionizing  the  delivery  of  discounts 


For  a  decade  now,  the  grocery  shop- 
pers in  most  American  households 
have  carried  a  plastic  check-cashing 
card.  At  supermarkets,  computers  read 
data  from  the  card's  magnetic  stripe, 
making  check  approval  a  snap.  That's  a 
nice  convenience  for  shoppers,  but  tech- 
nology gurus  have  realized  all  those 
years  that  the  cards  could  do  much 
more:  By  electronically  linking  the  iden- 
tity of  purchasers  with  what  they  buy, 
they  predicted,  convenience  cards  could 
help  packaged-goods  suppliers  and  super- 
markets better  understand  their  busi- 
nesses and  earn  better  profits. 

Most  supermarket  chains  have  found 
it  difficult  to  make  this  happen,  mainly 
because  of  the  huge  volumes  of  data  in- 
volved. Indeed,  in  the  late  1980s,  Citi- 
corp spent  $200  million— in  vain— to  de- 
velop a  system  to  collect  and  sift 
through  floods  of  retail  sales  informa- 
tion. But  at  Vons  Cos.,  the  plastic  is  be- 
ginning to  live  up  to  its  potential.  Over 
the  years,  Vons,  Southern  California's 
largest  supermarket  chain  and  No.  9  in 


MARKETING  NUGGETS: 
THEY'RE  IN  THE  CARDS 

How  the  Vons  card  works  for 
consumers  and  marketers 


AT  THE  CHECKOUT: 

Customer  swipes  magnetic  card  and 
receives  automatic  deductions  on  selected 
items.  Detailed  purchase  data  is  transmitted 
to  a  central  computer. 


the  country,  has  upgraded  the  check-ap- 
proval card  into  an  electronic  checking 
card,  then  added  a  VonsClub  card,  which 
gives  automatic  discounts  on  items  se- 
lected for  promotion.  Now,  the  Vons 
card  is  evolving  into  the  foundation  of  a 
new  promotional  system  that  could 
someday  end  the  blizzard  of  coupons 
that  clog  the  mails  and  fill  newspapers— 
and  are  often  ignored. 
target  marketing.  Under  a  program 
named  Target  Vons,  started  nine  months 
ago,  the  chain  began  using  the  card  to 
capture  detailed  data  about  what  Vons- 
Club members  were  buying.  Vons  has 
cross-indexed  the  information  by  cus- 
tomer and  product  category  so  that  gro- 


place  for  target  marketing  in  1990  w£ 
its  VonsClub  program.  Then,  the  Arcaa 
(Calif.)  company  wanted  a  way  to 
ward  its  best  customers— some  3  nl- 
lion  cardholders  who  ring  up  weelj 
grocery  bills  that  are  2lA  times  the  av 
age  among  Vons  shoppers.  With  a  sv 
of  their  cards  at  the  checkout,  c| 
members  enjoy  instant,  electronic 
counts  on  promotional  items.  No  m<j 
clipping  coupons  from  the  Sunday  nei 
paper,  no  printing  or  distribution  col 
for  the  manufacturer— and  Vons  eaa 
an  8<P  handling  feu  for  each  electro| 
coupon.  With  paper  coupons,  fees 
split  with  a  clearinghouse. 

All  along,  though,  Vons  had  an  ult 
ior  motive.  It  was  building  a  compl 


'-Hi*', 


AT  VONS  HEADQUARTERS: 

Customers  are  sorted  into  nearly  200 
groups  based  on  goods  bought,  ranging 
from  antacids  to  wine,  and  into  lifestyle 
groups— consumers  of  children's  products, 
for  instance. 


eery  suppliers  can  focus  promotions  on 
the  most  appropriate  and  receptive  cus- 
tomers. In  the  past,  promotions  have 
been  scattershot.  But  target  marketing 
such  as  Vons's,  says  Willard  Bishop,  a 
Barrington  (111.)  grocery-marketing  con- 
sultant, "is  going  to  explode  in  the  next 
two  or  three  years  as  retailers  see  their 
competitors  embrace  it.  Within  the 
decade,  some  kind  of  card-based  pro- 
gram will  be  in  place  at  most,  if  not  all, 
successful  grocery  retailers." 

Vons  started  putting  the  pieces  in 


AT  THE  MANUFACTURER: 

Brand  managers  select  lifestyle  and  pur- 


chasing categories  to  pinpoint  promotions! 
They  can  also  target  purchasers  of  com- 
peting brands.  Vons  then  prepares  monthN 
mailers  with  individually  laser-printed 
coupons  targeted  to  specific  households. 


hensive  database  of  exactly  what's 
shoppers'  baskets  each  time  they  le; 
the  store.  Using  that  data,  Vons  c| 
understand  consumer  behavior  bet 
and  send  a  monthly  mailing  of  indivi 
ally  laser-printed  discount  coupons 
each  VonsClub  member.  Packaged-go< 
companies  select  their  target  custom* 
and  pay  Vons  to  print  the  coupon.  "Ij 
micromarketing,  and  Vons  is  on  the 
ing  edge,"  says  Susan  Widham,  mark 
ing  vice-president  at  Beech-Nut  Nutritij 
Corp.  in  St.  Louis.  "It's  not  cheap,  but 
terms  of  promotional  programs  I'| 
worked  with,  it's  far  and  away  the  mi 
sophisticated." 

The  key  is  the  precision.  McCormick 
Co.,  for  example,  promotes  its  Cake  Ms 
icings  and  decorations  only  to  those  w 
have  previously  bought  cake  mixes.  Cj 
fee  roaster  F.  Gavina  &  Sons  recent 
used  a  VonsClub  mailing  to  offer  $1  < 
its  upscale  Don  Francisco  brand,  but  or 
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"ioose  The  Right  One,  And  You'll 
i  10%  Toward  A  New  GM  Vehicle. 


Depend  on  your  Accelerated  Earnings  Network™ 
GM  Dealer  for  parts  and  service 

Earn  up  to  10%  toward  a  new  GM  vehicle  when  you 
charge  your  parts  and  service  on  The  GM  CardSM* 

No  cap  on  Additional  Earnings** 

Staffed  with  trained  and  certified  GM  technicians 

Genuine  GM  Goodwrench  parts  are  guaranteed 

Gives  you  more  bargaining  power  on  a  new  GM  vehicle 

GM  MasterCard®  has  no  annual  fee 

10%  earnings  count  over  and  above  your  best  deal 
on  your  next  new  GM  vehicle 

A  member  of  the  Accelerated  Earnings  Network 


ACCELERATED 
EARNINGS 

NETWORK 

To  apply  call  1-800-8GM-CARD. 


Depend  on  Junior's  Garage  and  Diner  for 
parts  and  service 

Earn  nothing  toward  a  new  GM  vehicle  when 
you  use  another  card 

No  earnings  —  period 

Staffed  with  Junior's  buddies 

Good  times  are  guaranteed 

Gives  you  double  cheese  at  no  extra  charge 

Has  annual  picnic 

Junior  counts  your  cash  over  and  over 
A  member  of  the  family 


"Offer  is  redeemable  as  discount  on  new  GM  car  or  truck  Up  to  $500  per  account  year,  or  maximum  of  $3,500  over  7  years  May  be  combined  with  other  GM  offers  Subject  to  GM 
Card  Rebate  Program  Rules  Additional  Earnings  good  on  non-warranty  retail  parts  and  service  at  participating  GM  Dealers  only  Excludes  body  shop  repairs.  '  'Additional  Earnings 
are  an  extra  5%  when  you  use  The  GM  Card  at  Accelerated  Earnings  Network  Members.  <£  1 1994  General  Motors  Corporation. 


•Legg  Mason  Value  Trust 


'Legg  Mason  Total  Return  Trust 


5-star  Morningstar  for  the  three 
year  average  annual  return 

•Legg  Mason  Special  Investment  Trust 


Tlie  only  small  company  fund  to  beat  the 
S&P  500  six  out  of  the 
last  six  calendar  years** 


Funds 


For  a  free  prospectus  containing  more  complete  information, 
including  charges  and  expenses  on  any  of  the 

Legg  Mason  Funds, 

please  call  1-800-822-5544, 
or  the  Legg  Mason  office  that  is  closest  to  you, 
or  fax  a  request  to  1-800-682-2064. 


•Source:  Lipper  Analytical  Services,  Inc.  for  the  period  5/6/82  through  12/31/93.  "Source:  tipper 
Analytical  Services,  Inc.  Returns  would  have  been  lower  if  the  advisor  had  not  waived  certain  fees  in  the 
periods  covered.  Morningstar  is  an  independent  publisher  of  financial  information  and  mutual  fund  rat- 
ings. Morningstar  ratings  are  calculated  60%  from  5-year,  and  40%  for  three  year  average  annual  returns, 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance.  The  Morningstar  analy- 
sis for  Total  Return  Trust  is  through  1 1/12/93.  The  S&P  500  is  an  unmanaged  index  of  common  stock 
prices.  Its  returns  include  the  reinvestment  of  all  capital  gains  and  dividends.  Results  are  historical  and 
do  not  indicate  future  performance.  Please  read  the  prospectus  carefully  before  investing  or  sending  any  money. 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 1 1 ,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  Mike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 
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When 
you  give  blood 
you  give 
another 

birthday 
another  laugh, 
another  hug, 
another 
chance. 


+ 

American  Red  Cross 

Please  give  blood 


to  heavy  coffee  buyers  who  regul, 
purchase  premium  brands  of  other  gJ 

Even  more  exciting  to  the  pack 
goods  suppliers  is  the  ability  to  cr 
their  own  categories.  Beech-Nut,  a 
er  of  baby  foods,  has  used  the  Vons 
mailer  to  identify  every  household 
has  purchased  a  baby  product  for 
first  time  in  the  preceding  eight  w~ 
Says  Widham:  "This  program  en 
me  to  target  an  offer  specifically 
consumer  based  on  the  type  and  q 
tity  of  a  product  they  buy,  the  freq 
cy  they  buy  it,  and  whether  they 
my  product  or  my  competitor's."  U: 
consideration,  she  says,  is  a  50<t-off 
pon— to  hold  on  to  Beech-Nut  cus 
ers— and  a  $l-off  coupon  for  Ge 
Products  Co.  customers,  to  get  the 
switch  brands. 

PROMOTIONAL  VEHICLE.  Next,  Vons 
to  bring  target  marketing— or  datal 
marketing,  as  it's  often  called— right 
its  stores.  Last  year,  it  bought  a  d 
stake  in  Advanced  Promotion  Techi 
gies  Inc.  (APT),  a  Pompano  Beach  (1 


Under  consideration  at  I 
Beech-Nut:  A  $1  coupon  | 
Gerber  shoppers — to  entil 

them  to  switch  brands 


startup  that  has  developed  a  mac 
that  displays  video  commercials 
prints  coupons  in  the  checkout  lan< 
similar  system  is  being  sold  by  Cats 
Marketing  Corp.,  but  it  prints  cou] 
only  in  response  to  what  gets  scar 
during  checkout.  APT  can  determine 
counts  according  to  demographic 
past-purchase  data.  Once  a  shoppe 
identified  by  a  Vons  card,  the  sys 
will  look  up  his  or  her  purchases 
week  ago  and  automatically  deterrr 
for  example,  if  it's  somebody  who's 
gible  for  a  buy-two-get-one-free  spe 
Vons  will  start  putting  APT  gear  ir 
346  stores  later  this  year. 

That,  however,  will  require  a 
round  of  VonsClub  cards.  And  this 
they  won't  be  so  simple:  Each  will 
tain  a  memory  chip  to  store  such 
as  the  cardholder's  birthday  and 
much  he  or  she  has  spent  over  the 
month.  "We're  betting  that  at  the  en 
the  day,  this  will  be  a  powerful  pr 
tional  vehicle  and  replace  a  lot  of 
per  coupons,"  says  Michael  F.  Henn, 
ecutive  vice-president.  It  may  even  rr 
life  easier  for  many  boys  and  girls 
deliver  the  Sunday  papers. 

By  Larry  Armstrong  in  Arcadia,  C 
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The  1994  Business  Week 

Forum  of  Chief  Financial  Officers 

MAKING 
$ENSE  OUT 
OF  CHANGE 


THE  LEAP  OF  FAITH 

Change  drove  William  F.  Malec  to  jump  from  the  roof 
of  Knoxville's  twelve-story  TVA  tower.  But  it  wasn't 
an  act  of  desperation;  it  was  a  jump  for  joy.  When 
Malec  became  Chief  Financial  Officer  of  the  federally-adminis- 
trated Tennessee  Valley  Authority  in  1989,  it  was  a  bumbling 
bureaucracy  of  37,000  employees  and  13  management  layers. 
TVA  customers  had  endured  22  years  of  annual  rate  increases 
averaging  10.4%. 

By  1994  TVA  had  reduced  the  workforce  to  18,500,  elimi- 
nated eight  management  layers,  and  put  a  ten-year  freeze  on 
rates.  As  CFO,  Malec  played  a  key  role  in  the  transformation. 
His  tethered,  super-hero  descent  from  the  top  of  TVA  headquar- 
ters was  a  hair-raising  effort  to  shatter  old  perceptions  of  man- 
agement and  show  employees  This  is  not  your  father's  TVA.' 

Malec  is  an  example  of  Chief  Financial  Officer  as  corporate 
change  agent.  And  he  is  not  alone.  At  the  1994  Business  Week 
Forum  of  Chief  Financial  Officers,  Malec  and  more  than  100 
of  his  peers  convened  to  discuss  how  they  are  reaching  across 
corporate  functions  to  add  value  to  the  corporation. 

"CFOs  must  ask  themselves  'Are  we  going  to  continue  to 
operate  as  a  support  function,  or  will  we  transform  finance  to 
become  an  integral,  cross-functional  member  of  the  business 
team?'"  explains  David  Dungan,  KPMG  Peat  Marwick's  partner 
in  charge,  Finance  Transformation  practice. 

TAKING  THE  LEAD 

Pete  Bassi,  Taco  Bell's  Chief  Financial  Officer,  chose  the 
latter.  "The  most  important  thing  a  CFO  can  do  today  is 
to  provide  added  personal  value  at  the  executive  level." 
At  Taco  Bell  that  happened  by  necessity.  Prior  to  1988, 
the  business  was  a  top-down,  command-and-control  organiza- 
tion. Cost  increases  were  routinely  passed  on  to  the  customer, 
until  the  customer  revolted.  Taco  Bell  reengineered,  rolled 
back  prices  to  the  levels  of  the  previous  decade,  and  hasn't 
moved  them  since. 

Throughout  the  reengineering,  Bassi  did  much  more  than 
count  beans.  Taco  Bell  CEO  John  Martin  put  Bassi  in  charge  of 


major  non-finance  initiatives.  That  kind  of  delegation  is  now  the 
rule.  "Today  if  a  CFO  is  responsible  only  for  the  numbers,  he 
probably  isn't  providing  the  kind  of  broad-based  expertise  that 
his  organization  needs." 

WHY  ME? 

Though  it's  often  the  CEO  who  writes  the  script  for  corporate 
change,  it's  the  finance  function  that  is  cast  as  the  main 
protagonist. 

KPMG's  Dungan  explains,  "Finance  can  most  effectively  launch 
corporate  transformation  for  three  reasons  -  it  can  reach  the  greatest 
number  of  touch  points  within  the  corporation,  redefine  the  per- 
formance measurement  system  through  its  information-supply 
responsibility,  and  educate  business  users 
on  the  financial  impact  of  every  decision 
on  the  bottom  line." 

That's  the  conclusion  the  finance 
division  of  Hallmark  Cards  came  to.  "We 
decided  finance  should  serve  as  an  example 
of  dnving  out  business  costs,  and  redirecting 
resources  to  higher-value  activities,"  says 
Hallmark  Cards  Director  of  Finance  and 
Planning- Asia  Pacific  Ed  Place. 

As  at  many  com- 
panies, Hallmark  felt 
finance  was  under- 
utilized, with  low- 
value,  transactional 
processes  receiving  a 
disproportionate 
share  of  resources.  So 
Place  and  his  team 
began  to  leverage 
technology  to  liberate 
minds  from  the 
tedium  of  "transaction"  processing,  and 
consolidated  redundant  functions.  Now  the 
resources  committed  to  the  higher-value, 
decision-makmg  support  needed  for  busi- 
ness transformation  are  being  increased. 


accepts  change.  "If  people  feel  that  change 
is  negative,  they  will  resist.  If  people  feel  it's 
positive,  they  will  accept  change  as  part  of 
what  they  do  every  day." 

In  1987  Motorola's  CEO  set  a  goal  to 
close  the  books  in  four  days  -  a  task  on 
which  most  companies  spend  weeks.  "I 
think  he  picked  the  close  because  it's  leg- 
endary and  highly  visible.  Meeting  that 
goal  built  confidence,  momentum,  and  an 
atmosphere  of  change."  Today,  Motorola 
closes  the  books  in  two  days. 

CHANGE  BEGINS  IN  THE  MIND 


The  first  state  that 


builds  a  system 
that  looks  like 
the  successful 
enterpnses  in  our 
country  will  be  the 
state  where  pros- 
perity will  reign 
for  a  long  time. 


The  recovery  that 
no  one  believed  in, 
the  so-called  job- 
less recovery  that 
was  so  widely  dis- 
cussed in  1992, 
has  now  become 
the  recovery  that 
everybody  believes 
too  much  in. 
This  economy  has 
already  slowed 
down. 


ROGER  E  BRINNER 
EXECUTIVE  DIRECTOR, 
CHIEF  ECONOMIST, 
DRl/McGRAW-HlLL 


A 


JOHN  ELLIS  BUSH 
REPUBLICAN  GUBER- 
NATORIAL CANDIDAT 
STATE  OF  FLORIDA 


It's  a  question  of 
leadership  and  of 
becoming  a  true 
business  partner. 
CFOs  must  ask 
themselves  Are  we  going  to  continue 
to  operate  as  a  support  function,  or 
will  we  transform  finance  to  become  an 
integral,  cross-functional  member  of 
the  business  team?' 

DAVID  N.  DUNGAN 
PARTNER-1N-CHARGE, 
FINANCE  TRANSFORMATION 
KPMG  PEAT  MARWICK 


Dow  Jon 
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PEOPLE  WHO  NEED  PEOPLE 

Bob  Weber  is  a  card-carrying  change 
agent.  In  his  wallet,  the  Group  Con- 
troller for  Motorola's  Automotive, 
Energy  and  Controls  Group  carries  a  card 
outlining  the  company's  renowned  people 
culture.  It  vows  responsibility  for  total 
customer  satisfaction,  constant  respect  for 
people,  and  uncompromising  integrity. 
Weber  credits  that  respect  for  people  with 
the  uncommon  ease  with  which  Motorola 


When  we  had  to  rede 
fine  our  vision,  we 
relied  on  our  people  - 
they  knew  the 
business  and  their 
own  capabilities  best. 


people  culture  was  not  part  of  the 
deal  when  Executive  Jet  Chief 
Executive  Officer  Richard  Santulli 
purchased  the  company  in  1984.  Executive  Jet  was  a  rigid,  top 
down,  driven  culture.  So  he  reengineered  -  eliminating  manageme 
layers,  organizing  people  into  working  teams,  fostering  open 
communication,  and  creating  an  entrepreneurial  environment. 

"When  we  had  to  redefine  our  vision,  we  -relied  on  our  peo] 
-  they  knew  the  business  and  their  own  capabilities  best."  Wit! 

the  entire  organization  thinking,  commu 
eating,  and  working  as  a  team,  Santulli  a^ 
Executive  Jet  created  a  totally  new  conce 
in  executive  transportation,  NetJets® 

The  idea  is  simple:  owning  an  airplanq 
is  often  cost  prohibitive;  sharing  an  airplay*1-1 
is  inefficient.  NetJets  offers  the  best  of 
both:  a  fractional  ownership  program  thsl^ 
guarantees  availability  365  days  a  year. 
The  customer  pays  only  for  time  on  the 
airplane.  The  growth  of  the  NetJets  conce 
has  been  phenomenal  and  the  entrepre 
neunal  spirit  thrives. 

Relying  on  people  and  overcoming  th 
human  barriers  to  change  are  the  keys  to  i 
successful  reengineering,  according  to  Geo)  h 
Bennett,  Chairman  and  CEO  of  the  reen£:- 
neering-consulting  firm  Symmetrix,  Inc. 
"Those  who  are  reengineering  successfull 
are  making  psychological  plans;  they  undef"1 ' 
stand  that  there  are  psychological  barriers  M  k 
go  over  as  change  is  implemented.  To  win 
management  must  spend  as  much  time  doi 
psychological  plans  as  doing  task  lists." 


Biao 


RICHARD  T.  SANTULLI 
CHAIRMAN  AND  CEO 
EXECUTIVE  JET  INTERNATIONAL 


CFOs  LOOK  INTO  THE  FUTURE 

FOs  and  shareholders  have  long 
understood  the  importance  of 
financial  gauges  to  measunng 


c 


l«re  hen? 


Celtic  Li 


EC1AL  ADVERT1 


SING  SEC  TIONS 


rate  performance.  But  measuring  the  value  of  holistic  fac- 
ke  people  cultures,  effective  management  vision,  and  open 
mnication  is  not  as  straightforward.  Convincing  shareholders 
lese  measures  effect  the  bottom  line  is  more  difficult  still, 
lion  Carbide  Principal  Financial  Officer  Gil  Playford  argues 
;:  Dow  Jones  30  leader  in  1991;  share  price  appreciation  lead- 
1992  and  1993;  a  tripled  share  price  in  little  more  than  two 
Playford  goes  beyond  the  terrific  numbers  to  tell  share- 
rs how  management  achieved  such  success  —  by  empower- 
ch  Carbide  employee  to  create  shareholder  value, 
e  company  has  given  employees  reason  to  do  so  -  its  profit- 
g  plan  is  linked  to  return  on  capital.  The  plan  keeps  salaries 
:low  those  of  peer  companies  for  a  chance  to  earn  up  to  40 
xtra  pay. 


TA  is  symbolic 
e  important 
I  of  interna- 
il  trade  in 
Jnited  States' 


LET  IT  FLOW 


Tr 
: 


*he  next  phase  of  economic  expansion 
will  require  enormous  amounts  of 
capital  at  low  cost  as  corporations 
reinvest  to  replace  facilities.  "Successful 
companies,"  says  Don  Mitchell,  Chairman 
of  Mitchell  and  Company  ."will  be  those 
which  reduce  their 


I  NEWQUIST, 
PAN, 

JTERNATIONAL 
I  COMMISSION 


cost  of  capital  versus 
their  competitors' 
while  creating  access 
to  more  capital, 
il  will  become  the  primary  form  of 
:ss  competition." 

is  becoming  more  and  more  rnipor- 
\T&T  Capital  Corporation  Chairman 
EO  Tom  Wajnert  attests,  "for  corpo- 
s  to  increase  their  flow  of  capital,  not 
d  satisfy  shareholders  and  prospective 
ors  today,  but  to  finance  investment 
mansion  tomorrow." 
FOs  will  need  to  find  new  ways  of 
ig  capital  available  for  higher-value 
me  option  is  to  lease  equipment  and 
is  rather  than  purchase  them.  Leasing 
dp  corporations  focus  on  growing 
siness  and  avoid  tying  up  capital  with 
nent  and  systems  that  quickly  obso- 
nd  lose  value." 

TENTATIVE  MEDICINE 

ny  assessment  of  corporate  well- 
being  would  be  incomplete  without 
L  taking  into  account  the  cost  of  its 
care  benefits.  Though  it's  uncertain 
hat  debate  will  be  resolved,  Howard 
k,  Celtic  Life  Insurance  President  says 


It  is  important  for  cor- 
porations to  increase 
their  flow  of  capital, 
not  only  to  satisfy 
shareholders  and 
prospective  investors  today,  but  to  finance 
investment  for  expansion  tomorrow. 

TOM  WAJNERT 
CHAIRMAN  AND  CEO 
AT&T  CAPITAL  CORPORATION 


It's  no  longer  sufficient 
for  employers  to  adopt 
a  wait-and-see  attitude 
toward  health  care 
reform.  They  should 
expand  implementation  of  managed 
health  care  features  in  their  own  plans 
while  monitoring  and  influencing 
developments  in  legislation. 

ROBERT  COLLETT 
PRESIDENT  AND  CEO 
MILLIMAN  &  ROBERTSON,  INC. 


CFOs  can  rely  on  one  fact  -  the  change  will  be  fundamental. 

"Americans  want  guaranteed  access  to  health  insurance,  lower 
premiums,  equitable  rating  structures,  and 
freedom  from  fine  pnnt."  Wayne  Lowell, 
CFO,  PacifiCare,  forecasts  that,  for  large  cor- 
porations, managed  care  will  be  a  significant 
part  of  the  solution. 

Lowell  says  CFOs  can  act  now  to  reduce 
their  health  care  costs.  "Partner  with  health 
care  organizations  that  have  incentivized 
the  doctor  to  keep  costs  down;  keep 
administrative  costs  low  by  choosing  a 
provider  with  a  broad  array  of  products; 
and  make  employees  accountable  for  the 
unnecessary  higher-cost  choices  they  make." 

Milliman  &  Robertson  CEO  and 
President  Robert  Collett  says,  "It's  no 
longer  sufficient  for  employers  to  adopt  a 
wait-and-see  attitude  toward  health  care 
reform.  They  should  continue  to  expand 
their  implementation  of  the  managed 

health  care  features  in  their  own  plans  while  momtonng  and 
influencing  developments  in  proposed 
health  care  reform  legislation." 


We  are  living  in 
a  world  in  which 
there  is  a  tremen- 
dous concern 
about  the  reaccel- 
eration  of  infla- 
tion. Not  credible. 
Rapid  growth 
does  not  neces- 
sarily cause  rapid 
inflation. 

WILLIAM  WOLMAN 
CHIEF  ECONOMIST, 
BUSINESS  WEEK 


DON'T  STOP  THINKING 
ABOUT  TOMORROW 


P: 


perhaps  of  even  greater  peril  than 
health  care  for  millions  of  aging 
Americans  is  the  coming  pension 
debacle.  Dallas  Salisbury,  President  of  the 
Employee  Benefit  Research  Institute  says, 
"CFOs  must  not  only  make  good  on  the 
retiree  benefits  they've  already  promised, 
they  must  finance  pensions,  medicare,  and 
social  security  for  the  years  to  come." 

Salisbury  sees  alarming  structural  flaws 
in  current  corporate  retirement  benefit  pro- 
grams -  lack  of  voluntary  participation, 
low  level  of  contribution,  erratic  regula- 
tions and  tax  rules,  and  a  dangerous 
frequency  of  unfunded  pensions. 

Jerry  M.  de  St.  Paer,  CFO  and  Executive 
Vice  President,  The  Equitable  Companies, 
Inc.,  says  the  solution  lies  in  a  national 
retirement  policy.  "The  problems  won't  go 
away  until  we  expand  coverage  through 
private  pension  systems,  implement  coher- 
ent, consistent  tax  policy;  and  coordinate 
private  pensions,  social  security,  and  other 
benefits  to  enhance  retirement  income." 
But  until  that  happens,  Milliman  & 
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MANAGING  CHANGE  (And  A  Whole  Lot  More) 

Keen  insights  into  the  attitudes  of  the  CFOs  of  America's  largest 
corporations  were  gleaned  at  the  1994  Business  Week  Forum  of 
Chief  Financial  Officers.  Responding  instantly  and  anonymously 
via  Quick  Tally  Interactive  Systems,  90%  of  the  Forums  more  than 
100  CFOs  report  that  their  role  within  the  corporation  is  changing 
markedly,  94%  saying  it  has  become  more  complex.  Most  CFOs 
(93%)  recognize  that  their  responsibilities  are  broadening,  and 
70%  admit  that  they  needed  additional  training  to  execute  their 
new  responsibilities. 

Successful  reengineering  efforts  are  reported  by  the  majority  of 
CFOs:  82%  say  that  downsizing  has  led  to  bottom-line  results 


To  achieve  that  success,  97%  stress  the  importance  of  communicatil 
a  clear  vision  for  reengineering  to  every  member  of  the  company 

Regarding  the  crucial  issue  of  health  care  reform,  66%  feel  that 
fundamental  changes  to  the  country's  health-care  delivery  syste 
are  necessary  while  30%  believe  that  the  current  system  requii 
only  minor  changes.  When  asked  if  they  think  Congress  shoulc 
approve  President  Clinton's  health  care  reform  plan,  only  7%  feel 
the  plan  should  be  passed  as  is;  40%  would  suggest  passage  aftei 
major  changes;  and  50%  would  reject  it  outright. 

In-hall  audience  polling  at  the  1994  Business  Week  Forum  of 
Chief  Financial  Officers  provided  by  Quick  Tally  Interactive 
Systems  of  Beverly  Hills,  CA. 
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Robertson's  Collett  suggests  corporations  begin  to  sort  out  health 
care  and  retirement  benefits  on  their  own.  "Employers  must  look 
10-20  years  hence  to  determine  the  adequacy  of  their  employees' 
pensions  funds,  and  must  actively  campaign  for  a  comprehensive 
retirement  policy." 


NEW  TOOLS  OF  THE  TRADE 

With  one  eye  on  the  future  and  the 
other  on  the  bottom  line,  CFOs 
need  to  anticipate  and  manage 
risk  more  carefully  than  ever.  Fortunately, 
whatever  risks  corporations  face  in  the  course 
of  day-to-day  business,  for  the  first  time 
there  are  ways  for  them  to  measure,  quanti- 
fy, evaluate,  price,  and,  yes,  manage  them. 

"Business  can  finally  choose  which  risks 
to  run  and  which  not,"  explains  Jerome 
Powell,  Managing  Director,  Global  Invest- 
ment Banking,  Bankers  Trust.  Powell  spe- 
cializes in  a  new  mode  of  risk  management 
that  allows  businesses  to  disaggregate  risk  — 
breaking  it  up  into  component  parts,  pric- 
ing each  aspect,  and  selling  the  parts  to 
those  in  the  economy  who  want  to  take  them. 

"Corporations  no  longer  have  to  take 
risks  they  don't  want.  If  they  are  still  doing 
so,  capital  is  being  inefficiently  allocated." 
Powell  says  that  by  using  derivative  products 
to  analyze,  capture,  and  reduce  risks,  corpo- 
rations can  manage  them,  and  free-up  capital 
for  higher  uses.  "As  CFOs  look  into  the  future, 
these  tools  will  become  part  of  the  basic  kit 
of  corporate  strategy  and  management." 

New  finite  insurance  products  provide 
additional  new  ways  for  CFOs  to  manage 
risk.  Finite  insurance  offers  financial  benefits 
for  corporations,  allowing  them  to  better 
stabilize  risk  and  affording  them  coverage 


To  guard  against 
difficult-to-place 
risks,  like  professional, 
environmental,  or 
umbrella-liability 
exposures,  finite  products  can  be  used 
to  stabilize  insurance  costs,  provide 
broader  protection,  and  afford  off-bal- 
ance-sheet financing." 


ante 
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that  otherwise  might  not  be  available.  "We're  looking  for  w 
in  which  clients  can  buy  predictability  over  time  and  find 
to  reduce  the  overall  cost  of  the  risk,"  says  AIG  Risk  Manageme 
President  and  COO  John  Gantz 

"In  guarding  against  difficult-to-place  risks  like  professior  table  col 
environmental,  or  umbrella-liability  exposures,  finite  produc 
can  be  used  to  stabilize  insurance  costs,  provide  broader  pro' 
tion,  and  afford  off-balance-sheet  fmanc 

AIG  has  been  an  innovator  in  stabilize  p 
insurance  costs.  In  the  area  of  workers 
compensation,  AIG  has  done  so  by  ina  (n,:,_ 
tivizing  the  reduction  of  claims  frequenc 
Instead  of  rewarding  claims  administrate 
on  the  basis  of  the  number  of  claims 
processed,  AIG  focuses  on  the  reducti 
of  claim  costs  through  better  investigati  I  Cm 
and  management  of  cases.  The  result  i: 
a  unity  of  interest  between  the  provide 
and  the  insured  -  the  provider  profits 
only  when  the  insured  profits. 
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JOHN  G.  GANTZ 
PRESIDENT,  COO 
AIG  RISK  MANAGEMENT.  INC 


Derivatives  can  help 
companies  package,  and 
redistribute  risk  in  a 
way  that  increases  and 
frees  up  capital  for  higher 
uses.  As  CFOs  look  into  the  future,  these  tools 
will  become  part  of  the  basic  kit  of  corporate 
strategy  and  management. 

JEROME  H.  POWELL 
MANAGING  DIRECTOR, 
GLOBAL  INVESTMENT  BANKING 
BANKERS  TRUST 


POISED  TO  PROFIT 


M: 


aking  "Sense"  of  the  change 
under  way  in  business  takes 
.uncommon  mix  of  leadershi 
financial  expertise,  business  acumen,  i 
courage.  As  the  primary  trustee  of  cor] 
rate  value  and  a  critical  member  of  the 
senior  management  team,  today's  CFC 
master  of  that  mix. 

Though  the  strategies  they  choose  v; 
the  themes  are  universal:  CFOs  are  low 
ing  costs,  simplifying  processes,  changi 
corporate  culture,  and  adding  value  acr 
the  board. 


Written  by  Martin  A.  Keohan,  a  Boston 
based  business  writer. 
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INGE  YOUR  OIL 
1RY  250,000  MILES 


The  internal  combus- 
tion engine  has  creat- 
ed its  own  oil  crisis.  Be- 
cause the  oil  in  cars  ami 
trucks  must  be  changed 
every  3,000  to  20,000 
miles,  respectively,  bil- 
lions of  gallons  need  to 
be  disposed  of  each  year. 
Now,  though,  engineers 
at  Florida  based  TF  Puri- 
finer  Inc.  have  devised 
a  system  that  cleans  oil 
so  thoroughly  it  hardly 
ever  needs  changing, 
e  canister-shaped  system  is  connected  to  the  engine's  oil 
ure  sending  unit.  Engine  oil  first  flows  slowly  through  a 
ceable  cotton  filter  that  removes  particles  %  to  !4  as 
as  those  taken  out  by  conventional  filters.  Then  the  oil 
ited  to  195F,  driving  off  contaminants  such  as  fuel  and 
\  Early  customers  such  as  the  Wichita  repair  shop  for 
in  Chemicals'  truck  fleet  report  that  trucks  equipped 
the  system  can  go  more  than  250,000  miles  with  nary  an 
ange;  just  add  oil  when  the  engine  runs  low.  California's 
onmental  Protection  Agency  intends  to  grant  the  $270  fil- 
ne  of  its  first  seals  of  approval. 


SH!  INTEL'S  CHIP 

£  SOME  ZIPPY  COMPETITION 


1  Corp.  is  the  world  leader  in  advanced  memory  chips 
t  retain  data  for  long  periods,  even  when  the  power  is 
hed  off.  This  year,  it  will  sell  at  least  60  million  so- 
flash  memories.  But  flash  now  faces  a  challenger— a  new 
of  chip  that  performs  the  same  trick,  rewrites  data  fast- 
id  consumes  less  power. 

e  new  ferroelectric  random-access  memories  (FERAMs) 
information  as  tiny  dots  of  ceramic  film  deposited  on  sil- 
The  dots  are  switched  on  by  a  faint  electric  field.  Unlike 
ar  dynamic  random-access  memory  (dram)  chips,  which 
re  constant  refreshing,  feram  films  remain  polarized 
a  reverse  voltage  is  applied,  which  cuts  power  con- 
tion.  Earlier  this  year,  Matsushita  Electronics  Corp., 
ing  with  Symetrix  Corp.  in  Colorado  Springs,  Colo.,  an- 
;ed  FERAMs  that  can  rewrite  data  50  times  faster  than 
chips,  using  one-sixth  as  much  electricity.  In  May,  the 
a-based  giant  licensed  the  technology  to  Motorola  Inc., 
i  wants  to  use  it  in  handheld  radio  equipment.  Another 
ado  Springs  startup,  Ramtron  International  Corp.,  which 
ed  similar  devices  with  Hitachi  Ltd.,  has  received  large 
s  from  gamemaker  Sega  Enterprises  Ltd.  Hitachi  esti- 
5  that  FERAM  chip  sales  will  exceed  $600  million  by  1996. 


AT  ARE  LITTLE  MOLECULES  MADE  OF? 
S  MICROSCOPE  KNOWS 


entists  trying  to  look  at  some  of  nature's  smallest  objects 
ave  had  to  make  a  tough  choice:  They  can  use  an  atom- 
ce  microscope  (afm)  to  see  molecules  and  even  atoms— 


but  not  their  chemical  composition.  Or  they  can  use  nuclear 
magnetic  resonance  (NMR)  imaging  to  see  inside  much  larger 
objects  and  materials  to  determine  their  makeup. 

This  either-or  game  may  soon  be  over:  Research  manager 
Daniel  Rugar  at  IBM's  Almaden  Research  Center  has  developed 
a  hybrid  "magnetic  resonance  force  microscope"  that  can  both 
image  and  analyze  the  chemical  makeup  of  molecules  as  small 
as  2.6  microns  wide— %>  the  width  of  a  human  hair.  That's  100 
times  better  than  NMR.  The  device  uses  NMR  to  make  the 
nuclei  of  atoms  in  a  sample  vibrate.  The  vibration  reveals  the 
structure  and  makeup  of  the  molecules.  Rugar  hopes  to  im- 
prove the  microscope's  resolution  so  that  single  atoms  could  be 
analyzed.  The  mrf  has  commercial  potential  as  a  tool  to  help 
develop  more  precise  drugs  and  to  control  more  precisely 
materials  used  to  make  computer  chips. 


A  WHOLE  LOT  OF  POWER 
IN  A  LITTLE  BIT  OF  POWDER 


Metallic  hydrides  are  amazing.  The  powders,  made  from 
blends  such  as  nickel  and  lanthanum,  can  store  lots  of 
hydrogen  at  room  temperature  and  pressure.  Scientists  have 
begun  to  exploit  them  in  products  such  as  nickel  metal  hydride 
batteries  for  laptop  computers.  Going  a  step  further,  Ergenics 
Inc.,  a  startup  in  Ringwood,  N.  J.,  plans  to  use  metallic  hy- 
drides for  a  panoply  of  products,  including  a  new  type  of 
battery  that  might  power  electric  vehicles. 

The  Ergenics  battery  resembles  the  long-lasting  nickel-hy- 
drogen batteries  used  in  satellites  and  spacecraft.  The  main 
difference  is  that  the  hydrogen  is  stored  outside  the  battery  in 
tubes  containing  metallic  hydride,  instead  of  as  a  pressur- 
ized gas  inside  the  battery.  The  design  should  make  it  cheap- 
er than  satellite  batteries  and  longer-living  than  conventional 
nickel  metal  hydride  batteries.  Ergenics  aims  to  complete  a  3- 
kilowatt-hour  unit  within  a  year,  and  a  30-kwh  unit,  big 
enough  for  an  electric  car,  by  late  1995. 


A  R0B0-DERMAT0L0GIST 
FOR  THE  SPACE  SHUTTLE 


shuttle 
up  as  it 


The  space 
would  burn 
reenters  Earth's  atmos- 
phere if  it  weren't  for 
the  heat-resistant  tiles 
that  cover  its  aluminum 
skin.  Some  17,000  of  the 
tiles  on  the  shuttle's  low- 
er surfaces  are  made  of 
silica  that  must  be  in- 
spected and  water- 
proofed before  each  mis- 
sion—a task  now  done 
piecemeal  over  several 
months. 

Researchers  at  Carnegie  Mellon  University  expect  to  speed 
up  the  process  with  the  Tessellator,  a  robot  that  inspects 
and  waterproofs  the  tiles.  The  robot  divides  or  "tessellates"  its 
task  among  uniform  work  spaces,  using  a  camera  to  locate 
each  tile.  By  comparing  the  condition  of  the  tile  with  data  on 
its  state  at  earlier  inspections,  the  steel  inspector  identifies 
flaws  better  than  the  human  eye.  By  using  this  efficient  work 
pattern,  the  robot  can  complete  its  task  in  just  a  few  eight- 
hour  shifts.  Engineers  expect  the  new  tile  inspector  to  be  on 
the  job  at  Kennedy  Space  Center  within  a  year. 
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MATHEMATICS  I 


SUDDENLY,  NUMBER  THEORY 
MAKES  SENSE  TO  INDUSTRY 


ie  data- 
lission.  ( 


are  it 
fence  to 


A  math  once  used  for  head  games,  it  proves  to  have  many  indispensable  applications 


eil  J.  A.  Sloane  has  spent  much 
of  the  past  two  decades  contem- 
plating the  best  way  to  stack 
oranges  on  a  fruit  stand.  He  isn't  a  gro- 
cer with  an  obsession  for  order  but  a  re- 
searcher at  AT&T  Bell  Laboratories  who 
specializes  in  a  major  branch  of  mathe- 
matics called  number  theory.  That 
means  he  doesn't  look  at  numbers  the 
way  most  people  do. 

To  many  of  us,  for  instance,  computer 
data  are  just  characters  on  a  screen.  To 
programmers,  they're  the  ones  and 
zeros  that  represent  information. 
Sloane  chops  these  streams  of  ones 
and  zeros  into  chunks  and  turns 
them  into  points  in  space.  Around 
each  one  he  draws  an  imaginary 
sphere,  like  an  orange.  Then,  he 
rearranges  his  oranges  to  find  ways 
of  stacking  them  closer  together. 
Just  recently,  Sloane's  exercise  led 
to  a  practical  advance:  He  invented 
a  way  to  squeeze  so  much  more 
data  into  a  computer  program  that 
it  promises  to  slash  the  cost  'it' 
transmitting  data  more  than  10%, 
without  compromising  reliability, 
accuracy,  or  speed. 
mortgage  migraine.  This  kind  of 
something-for-nothing  gain  is  typical 
of  the  rising  impact  that  number 
theorists  are  having  in  industries 
as  diverse  as  computers,  commu- 
nications, agriculture,  and  pharma- 
ceuticals. Simply  by  juggling  num- 
bers, they  are  coming  up  with 
better  ways  to  encrypt  information 
and  crack  codes.  They're  also  devis- 
ing shortcuts  to  solving  problems  once 
thought  too  complex  to  compute  quick- 
ly—everything from  figuring  the  value  of 
mortgage-backed  securities  to  calculating 
precisely  the  right  mix  of  ingredients 
for  chicken  feed.  And  they're  helping 
engineers  slash  the  cost  of  testing  in- 
dustrial processes  to  make  sure  they'll 
work  just  right.  "People  have  always 
thought  of  number  theory  as  the  purest 
form  of  mathematics,"  says  Ronald  L. 
Graham,  a  Bell  Labs  mathematician. 
"Now,  it  is  the  most  applied  of  all." 

Number  theory,  which  is  simply  the 
science  of  inventing  new  ways  to  manip- 


ulate whole  numbers,  originated  in  an- 
cient Greece.  For  centuries,  it  provided 
grist  for  intellectual  games,  but  little  in 
the  way  of  better  mousetraps.  That  is, 
until  the  advent  of  computers  that  com- 
municate in  the  language  of  whole  num- 
bers. The  spread  of  ever-more-powerful 
computers  and  networks  raises  possibil- 
ities—and poses  daunting  challenges— 
that  only  number  theory  can  address. 

Take  derivatives,  financial  products 
whose  value  is  tied  to  fluctuating  finan- 


refinance  or  pay  off  mortgages.  T 


repeated 


figurings  require  millions  of  calculal  »NVftt$ 


is  for  d 


that  tie  up  computers  for  hours. 

That's  why  Goldman,  Sachs  &  Co, 
other  investment  firms  took  notice  v  re- 
number theorist  Joseph  F.  Traub  fou 
shorter  way  of  calculating  derivati  ; 
which  are  based  on  so-called  "m 
dimensional  integral"  equations.  Trai 
professor  of  computer  sci- 
ence at  Columbia  Uni- 
versity, can  approxi- 
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NUMBER 
THEORY 
GETS 

PRACTICAL 

Number  theory,  once 
the  esoteric  study  of 
what  happens  when 
whole  numbers  are 
manipulated  in  various 
ways,  is  becoming  a 
vital  practical  science 
that  is  helping  solve 
tough  business  prob- 
lems. Here  are  some 
of  the  ways: 


cial  indicators.  Mathematically,  pricing 
derivatives  is  as  big  a  challenge  as  land- 
ing a  Space  Shuttle.  In  fact,  clients  of  in- 
vestment banks  often  have  to  wait  over- 
night to  get  a  quote  on  what  it  costs  to 
invest  in  a  derivative  such  as  collateral- 
ized mortgage  obligations  (CMOs),  whose 
value  is  linked  to  mortgage  interest 
rates.  And  that  calculation  can  be  obso- 
lete in  an  instant  if  rates  change.  The 
problem  is  that  calculating  the  value  of 
each  share  in  a  pool  entails  solving  an 
equation  with  many  variables,  such  as 
thousands  of  monthly  mortgage  pay- 
ments and  data  on  how  rapidly  people 


o  ition 
on  n 
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mate  a  solution  for  these  equation.^ 
solving  a  tiny  subset  of  all  the 
ments— only  10,000,  vs.  1  million 
for  previous  techniques.  In  tests 
Street,  a  program  developed  by 
Traub's  graduate  students,  Spassimihi 
Paskov,  has  calculated  the  price  of 
up  to  100  times  faster  than  the  mei  j 
Goldman  was  using,  Paskov  says.  C 
man  won't  discuss  the  trial,  but 
bank  reports  similar  results.  The 
gram  could  apply  to  other  com 
financial  products,  and  Paskov 
has  one  job  offer  and  expects  others 
fore  he  finishes  his  PhD  in  the  fall 
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ding  theory,  one  of  several  branch- 
number  theory,  is  the  key  to  an- 
advance:  new  methods  of  transmit- 
;omputer  data  efficiently  and  free  of 
(table).  Errors— unintended  chang- 
the  data— seem  inevitable  during 
mission.  Coding  technology  pre- 
;  them  by  crunching  sequences  of 
with  an  algorithm,  a  step-by-step 
ss  for  manipulating  numbers  that  is 
to  add  a  few  extra  ones  to  the 
sequence.  Upon  receipt,  these  extra 
iers  are  used  to  check  the  rest  of 
squence  to  make  sure  it  was  trans- 
d  correctly.  If  not,  the  transmis- 
s  repeated. 

CONVERTS.  Trouble  is,  the  early 
xls  for  doing  this  have  become  ob- 
!  thanks  to  faster  transmission  and 
types  of  interference  peculiar  to 
jss  and  cellular  systems.  So  "there 
een  a  renaissance  in  coding  theory 
;  past  five  years  as  people  realized 
the  algorithms  developed  in  the 
ind  '60s  are  no  longer  sufficient," 
Bell  Labs  mathematician  Jeff  La- 
s.  What's  needed  now  are  algo- 


Number  theory  is  a  snoop's 
best  friend.  Today's  state-of- 
the-art  codes  may  have  about 
nine  months  of  privacy  left 


engineers  to  pare  down  the  number  of 
times  they  test  industrial  processes.  To 
save  money,  engineers  want  to  run  as 
few  tests  as  possible.  But  developing 
the  best  process  requires  finding  the 
optimum  combination  of  half  a  dozen  or 
more  variables— different  chemicals  and 
temperatures  used  in  making  silicon 
chips,  for  instance.  Typically,  engineers 
use  mathematical  formulas  to  figure  out 
which  combinations  of  variables  they 
need  to  test.  To  speed  up  this  effort, 
Sloane  incorporated  his  packing  mathe- 
matics into  a  computer  program  called 
Gosset.  Using  it,  engineers  can  prove  a 
process  with  23%  to  50%  fewer  tests, 
according  to  the  Experiment  Strategies 
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RANDOM  NUMBERS 


of  how  to  come  up  with 
hat  can  be  used  to  simu- 
)m  events,  such  as  the 
ot  traffic  through  an  airport  termi- 
tists  also  use  random  numbers  to 
>blems  that  are  too  complex  to 
:isely,  such  as  exactly  how  air 
r  an  airplane  wing. 


PRIME  NUMBERS 


heorists  are  increasingly  obsessed 
ng  up  with  quick  ways  of  finding 
ibers,  which  can  only  be  divided 
>lves  or  one  and  still  yield  a  whole 
hese  are  the  basis  for,  among 
Dther  things,  cryptography- 
encoding  computer  data  to  pro- 
tect it  from  theft. 


COMPLEXITY 


To  solve  problems,  mathematicians  often  in- 
vent algorithms,  or  step-by-step  procedures, 
that  are  repeated  many  times  until  a  solution 
pops  out.  Complexity  theory  is  the  study  of 
how  many  times  a  given  procedure  must  be 
repeated  to  get  an  answer.  This  is  useful  in 
designing  software  that  will  let  computers 
do  their  jobs  more  quickly. 


This  aspect  of  number  theory  determines 
how  sequences  of  numbers  can  be  best 
used  to  represent  information.  By  coming  up 
with  new  ways  of  manipulating  these  se- 
quences, mathematicians  are  devising  more 

4 efficient  computer  codes  to  transmit 
computer  data  with  fewer  errors  or 
glitches. 


s  that  overcome  the  new  interfer- 
but  don't  require  lengthy 
ations  at  either  end  of  the  trans- 
>n.  Neil  Sloane  achieved  that  goal 
lis  method  for  packing  "oranges."  It 
id  him  to  invent  a  code  that  keeps 
lculation  at  either  end  short,  while 
?  fewer  extra  numbers  for  each 
nee  of  data.  That  means  he  can 
ze  12.5%  more  data  into  a  trans- 
>n.  Hughes  Aircraft  Co.,  whose  re- 
lers  also  hit  on  the  technique,  plan 
ploit  those  savings  by  using  the 
n  communications  equipment. 
;  same  mathematics  also  enable 


Foundation,  a  Cleveland-based  consul- 
tant in  testing  procedures. 

Such  results  are  winning  converts: 
Novis  International  uses  the  program 
to  come  up  with  better  mixes  of  chicken 
feed,  Eastman  Kodak  to  help  produce 
the  coatings  on  photographic  film,  and 
Monsanto  in  drug  manufacturing.  An- 
nette Hagewiesche,  a  researcher  at  Ge- 
nentech  Inc.,  uses  Gosset  to  help  design 
tests  of  the  ability  of  new  processes  to 
purify  protein-based  drugs,  such  as  Acti- 
vase  or  tpa.  "It  makes  it  much  faster  to 
screen  different  tests,  which  saves  time 
and  money,"  she  says. 


Number  theory  is  also  the  basis  for 
writing  and  cracking  encryption  codes, 
which  make  data  unintelligible  to  elec- 
tronic snoopers.  Public  encryption 
schemes  use  a  system  called  RSA  to  en- 
code messages.  It  involves  feeding  a 
message  into  an  algorithm,  which  churns 
out  the  scrambled  version.  Inside  each 
encryption  algorithm  is  a  number,  called 
a  modulus,  that  does  the  scrambling. 
Like  a  numerical  blender,  it  produces 
gibberish. 

The  modulus  is  the  Achilles'  heel  of 
RSA  encryption  schemes.  A  snoop  intent 
on  cracking  the  code  must  first  factor 
the  modulus— that  is,  find  two  prime 
numbers  that,  when  multiplied  together, 
produce  the  modulus.  Since  anyone  with 
high-school  math  knows  how  to  factor, 
the  security  of  a  code  relies  on  making 
the  modulus  so  large  that  an  unrealistic 
amount  of  computer  time  is  needed  to 
calculate  the  two  primes. 

In  April,  though,  number  theorists 
Arjen  K.  Lenstra  and  his  colleagues  at 
Bell  Communications  Research  Inc.  made 
a  leap  in  code-cracking.  Using  a  recent 
and  unusually  efficient  algorithm 
for  determining  prime  factors,  they 
broke  a  129-digit  code  in  just  eight 
months.  Since  most  encryption  sys- 
tems now  use  155  digits,  most  data 
are  still  safe  from  theft  for  a  while. 
But  to  test  the  limits  of  number 
theory,  Lenstra's  team  intends  to 
try  a  better  code-breaking  algo- 
rithm, called  a  number  field  sieve. 
He  says  it  will  take  roughly  nine 
months  to  crack  155-digit  codes. 

Mathematicians  fear  that  even 
faster  methods  of  factoring  may 
soon  be  invented.  Whether  that 
happens  will  depend  ultimately  on 
whether  there  is  a  limit  to  how 
easily  prime  factors  can  be  found. 
Most  theorists  believe  that  the 
number  of  steps  it  takes  to  find 
prime  factors  is  inherently  com- 
plex—that it  will  always  grow  expo- 
nentially with  the  size  of  the  num- 
ber. But  no  one  knows  for  sure. 
"The  complexity  of  factoring  is  key 
to  encryption,"  says  Enrico  Bom- 
bieri,  a  mathematician  at  the  Insti- 
tute for  Advanced  Studies  in  Princeton, 
N.  J.  If  factoring  is  inherently  complex, 
small  increases  in  the  number  of  digits 
in  the  modulus  would  so  increase  the 
difficulty  of  cracking  it  that  security 
could  be  protected.  If  not,  says  Bombieri, 
"someone  could  come  up  with  a  fast  way 
of  breaking  all  of  the  codes." 
random  mischief.  While  number  theo- 
rists probe  that  possibility,  they're  also 
helping  make  computer  simulations  more 
accurate.  Computer  programs  known  as 
number  generators  spew  out  series  of 
what  are  called  pseudo-random  numbers, 
which  engineers,  scientists,  and  econo- 
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mists  plug  into  computer  models  to] 
ulate  random  events.  For  instance, 
may  want  to  check  out  the  occurrenl 
calls  on  a  telephone  network  to  d| 
mine  how  well  a  given  network  conl 
ration  handles  various  levels  of  trJ 
Engineers  also  use  random  numbeJ 
approximate  solutions  to  problems! 
complex  to  calculate  in  a  straighj 
ward  way. 

There's  one  hitch,  however.  A I 
years  ago,  mathematicians  realized  I 
the  numbers  coming  out  of  these  g(l 
ators  weren't  random:  They  formed  I 
inite  patterns  that  could  invalidate  cl 
lations  or  simulations.  George  Marssp 
a  professor  of  statistics  at  Florida  9 
University  at  Tallahassee,  fell  victimB 
summer  when  his  own  random-nunl 
algorithm  was  caught  skewing  th« 
suits  of  experiments  simulating  the  mt 
netism  of  materials. 

To  all  appearances,  says  Persi  DI 
nis,  a  professor  of  mathematics  at  I 
vard  University,  there  was  no  I 
around  the  problem.  Then  recently,  ■ 
R.  K.  Chung,  a  Bellcore  fellow,  hit  m 


Number  theory  may 
be  key  to  developing 

computers  that 
mimic  the  human  bra" 


a  way  of  testing  whether  a  seri 
numbers  is  truly  random.  While  wo 
on  better  ways  to  find  connection 
tween  two  points  in  a  network,  a  k 
designing  efficient  communications 
tems,  Chung  stumbled  across  a  m 
matical  relationship  between  these 
works  and  random-number  genera 
Her  discovery  could  eventually  imp 
the  number  generators,  which,  in  m 
could  help  make  computer  problem-M 
ing  more  reliable. 

The  continued  manipulation  of  rl 
bers  promises  more  practical  dividil 
in  the  years  ahead— in  everything  if 
creating  new  materials  to  designing  I 
materials.  Peter  Sarnak,  a  professdl 
mathematics  at  Princeton  University  I 
cently  concocted  a  technique  that  sr  l 
how  to  interconnect  some  10  bi.l 
phone  lines.  It's  far  too  complex  to  an 
to  telecommunications  networks.  Butt 
perts  speculate  that  the  trick  m| 
come  in  handy  for  designing  compul 
that  mimic  the  human  brain.  Asl 
world  goes  digital,  it  seems,  the  muijg 
of  number  theorists  will  only  becj|| 
more  relevant. 

By  Fred  Guterl  in  Princeton,  Jl 
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MORRIS  AND  ALU4-ONE:  SEEKING  SMALL  LABELS  RUN  BY  EXECS  WITH  "MUSIC  IN  THEIR  BLOOD 


ATLANTIC'S 

SWEET  LISTENIN'  GUY 


Doug  Morris  revived  it  by  taking  risks,  not  crunching  numbers 


For  the  moment,  Doug  Morris  seems 
spellbound.  His  eyes  are  closed, 
and  his  Italian  loafers  are  propped 
up  on  the  big  mahogany  desk  in  his  of- 
fice. On  the  stereo,  the  pop  quartet  All- 
4-0ne  is  crooning  a  remake  of  the  coun- 
try hit  /  Swear.  Morris'  head  is  swaying 
and  a  faint  smile  creases  his  bearded 
face.  The  54-year-old  chairman  of  Time 
Warner  Inc.'s  Atlantic  Group  plainly 
loves  the  song. 

"I  tell  ya,"  says  Morris,  popping  out 
the  cassette  and  shaking  it  like  a  tam- 
bourine. "This  song's  gonna  be  a  mon- 
ster hit.  Every  wedding  in  America  will 
be  playing  it  this  summer." 

It  wasn't  so  long  ago  that  such  a  pre- 
diction would  sound  like  folly  coining 
from  the  Atlantic  Group— a  key  unit  of 
Time  Warner's  $4  billion  music  empire. 
Once  a  thriving  record  company  full  of 
such  hot  acts  as  Genesis  and  Crosby, 
Stills  &  Nash,  Atlantic  spent  most  of 
the  1980s  languishing.  Jts  reputation  as 
Warner  Music  Group's  penny-pincher 
crippled  its  ability  to  lure  new  talent.  In- 
stead, it  milked  sales  from  its  catalog  of 
greats  and  watched  potential  stars  such 
as  rocker  Bon  Jovi  break  off  negotia- 
tions and  sign  elsewhere.  "A  lot  of  peo- 


ple were  concerned  about  our  future," 
concedes  Ahmet  Ertegun,  Atlantic's  70- 
year-old  founder. 

Not  anymore.  Since  taking  over  the 
helm  from  Ertegun  four  years  ago,  Mor- 
ris has  boosted  Atlantic's  revenues  from 
$400  million  to  an  expected  $900  million 
by  the  end  of  this  year.  Part  of  that 
growth— about  $150  million  worth— is 
from  expanding  into  exercise  videos  and 
audio  1  looks.  But  the  bulk  has  come  from 
returning  Atlantic  to  the  hit  parade. 
Morris  has  recruited  a  group  of  young, 
trend-savvy  music  executives  and  en- 
couraged them  to  take  risks  to  find  new 
talent.  The  result:  The  Atlantic 
Group  has  become  a  fixture 
on  the  Billboard  100  list- 
ing of  current  hits.  Its 
9.4%  market  share  of 
new  releases  outpaces 
all  of  its  competitors. 

Of  course,  Atlantic 
still  has  its  weakness- 
es. With  the  exception 
of  Phil  Collins,  it  lacks 
a  major  superstar  and 
must  rely  instead  on  a 
steady  stream  of  hits 
from  newer,  trendy  acts 


such  as  rapper  Snoop  Doggy  Doj 
the  past  few  years,  Morris  has  kep 
stream  flowing,  but  in  an  age  wheij 
makes  and  breaks  stars  virtually 
night,  reliance  on  new  acts  is  charj 
Nevertheless,  Atlantic  is  clearly] 
roll,  and  most  attribute  that  to  M 
who  stands  out  as  a  true  "record 
an  industry  dominated  by  risk-a 
bean-counters.  "Until  recently,  this 
company  that  was  doing  very  b; 
says  rival  record  mogul  David  G 
"and  it  was  doing  badly  becau! 
wasn't  doing  all  the  things  that 
is  doing:  signing  labels,  taking  ril 
artists'  respect.  Morris  likes  to  thj 
himself  as  "bilingual"— he  speaks  th 
guage  of  both  business  and  music.  "I| 
n't  very  successful  at  the  creative  pi 
the  business,"  he  says.  "But  I  underj 
the  thrill  of  hearing  your  song  oij 
radio  for  the  first  time."  During  the 
and  70s,  Morris  was  both  a  songwghfmw 
(the  Chiffons'  1966  hit  Siveet  Talkin 
and  a  producer  (Brownsville  Stai 
1970s  hit  Smokin'  in  the  Boys'  R 
That  gives  him  credibility  with  ar 
"It's  easy  for  me  to  say  'What  the  h 
you  know?'  when  record  executives 
to  talk  music,"  says  Atlantic's 
Townshend,  co-founder  of  the  Wr 
can't  say  that  to  Doug." 

But  Morris  is  also  a  solid  man 
something  Warner  Music  Group  ( 
man  Robert  J.  Morgado  recognizi 
1990,  when  he  picked  Morris  to  sm 
an  aging  Ertegun  as  active  CEO.  Loi 
Ertegun  protege,  Morris  had  joine 
lantic  in  1978  when  he  sold  his  tin; 
Tree  label  to  the  Warner  giant 
though  Atlantic  floundered,  Morri: 
tinguished  himself  during  the  1980 
ing  acts  such  as  Townshend  and  fo 
Fleetwood  Mac  vocalist  Stevie  Nici 
When  his  chance  came,  Morris  st 
creating  and  buying  smaller  la 
They're  run  by  executives  hand-cl 
for  the  "music  in  their  blood,"  M 
says.  "I  don't  understand  all  the  g( 
of  music,"  he  explains,  "and  at  my 
I'm  certainly  not  going  to  be  the 
who  goes  to  all  the 
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a.m. 
His  first  ver 
was  East 
Records,  headed 
former  promoter 
via  Rhone, 
quickly  discov 
En   Vogue,  a 
women's  R&B  i 
tet.  Next  came 
lantic  Nashville, 
by  country-music 
ducer  Rick  Blackbur 
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ied  the  company  into  one  of  the  in- 
f'S  hottest  segments.  Danny  Gold- 
former  manager  of  grunge  super- 
Nirvana,  took  over  the  flagship 
tic  Records  label  and  recruited 
urn  band  Stone  Temple  Pilots, 
cope  Records,  run  by  longtime  hit 
cer  Jimmy  Iovine,  has  scored  big 
Morris  bought  it  in  1992  with 
I  Doggy  Dogg. 

Morris's  new  team  began  to  spend 
y  to  develop  talent,  Atlantic  lost 
|  in  1992.  "I  was  terrified  about 
I'd  set  in  motion,"  Morris  says.  A 
later,  he  insists,  profits  returned 
we  been  growing  ever  since  (Time 
er  doesn't  break  them  out).  Re- 
have  been  buttressed  by  Morris' 
ition  of  Rhino  Records,  which  does 
er  job  of  repackaging  old  hits  than 
tic  did  on  its  own.  And  Atlantic 
wnered  the  market  on  fitness  vid- 
t  dominates  the  business  by  pro- 
r  everything  from  the  Jane  Fonda 
to  Buns  of  Steel. 

TO  change.  Morris  likes  to  use 
r-office  terms  such  as  "empower- 
'  and  "decentralization"  to  describe 
le.  But  a  bit  of  "micromanagement" 
i  into  play,  too.  Consider  his  deal- 
vith  Tori  Amos,  Atlantic  Records' 
d-coming  alternative  pop  soloist. 
91,  Morris  asked  to  hear  a  demo 
hi  of  Amos'  album,  Little  Earth- 
s.  Morris  didn't  exactly  enthuse 
;he  quiet  and  cerebral  songs,  which 
costly  to  produce  and  seemed  too 
y  for  American  listeners.  In  fact, 
is  was  downright  annoyed.  "He 
i  me  up  and  said:  'Why  are  you 
this?' "  Amos  recalls.  Her  belliger- 
esponse:  "Because  I  believe  in  it 
every  cell  of  my  being." 
rris  hung  up  and  listened  to  Little 
'.quakes  several  times  over.  The 
day,  he  called  Amos.  "I  don't  know 
;o  tell  you  this,"  he  said,  "but  I've 
in  love  with  your  record.  I  really 
;  now."  He  added,  though,  that  it 
i  be  introduced  in  London,  which  is 
*  on  new  artists.  Little  Earthquakes 
ae  a  hit  there,  creating  a  buzz,  and 
-ually  went  gold  in  the  U.  S.  Amos' 
album,  Under  the  Pink,  promptly 
platinum  worldwide. 
>ries  like  that  are  why  Atlantic  has 
ne  Warner  Music's  fastest-growing 
!1{  Insiders  say  its  sales  this  year  will 
'  surpass  those  of  flagship  Warner 
Records  Inc.  That  has  put  Morris' 
)n  the  rise  and  has  sparked  rumors 
he  may  soon  move  up  to  a  bigger 
it  Warner  Music  Group.  "Clearly, 
has  the  talent  to  play  a  wider  role 
e  future,"  says  Morgado.  Artists 
as  Amos,  however,  would  rather 
ay  right  where  he  is. 
'  Ron  Stodghill  II  in  New  York,  with 
Id  Grover  in  Los  Angeles 
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(5/9/91) 

•  Our  domestic  funds  beat  the  S&P  12  out  of  16  measurement 
periods  —  now  that's  consistent,  long-term  performance. 

•  Each  fund  is  different.  Choose  the  one  that  best  fits  your  investment 
goals.  Although  past  performance  is  no  guarantee  of  future  results, 
you  can  see  our  funds'  performance  over  time. 

•  Call  for  your  free  information  kit  containing  a  prospectus  with  more 
complete  information,  including  charges,  expenses  and  minimums. 
Please  read  the  prospectus  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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NO-LOAD  FUNDS  TO  WORK  FOR  YOU! 


1  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Investment  return  and  principal 
value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 

2  Performance  for  the  period  reported  above  corresponds  with  Twentieth  Century's  implementation  of  its  current  invest- 
ment philosophy  and  practices. 

3  The  Standard  &  Poor's  500  (S&P)  Index  is  an  unmanaged  group  of  stocks  considered  to  be  representative  of  the  stock 
market  in  general. 
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TRYING  TO  KNOCK  THE  WIND 
OUT  Or  ASTHMA 


"Asthma  feels  like  a  monster 
is  sitting  on  me." 

—A  5-year-old  child 

Anyone  who  thinks 
asthma  "is  psychoso- 
matic or  mainly  an 
excuse  geeky  kids  use  to 
avoid  gym  class  need  only 
ask  a  sufferer  what  an  attack 
feels  like.  It  shouldn't  be  hard 


now  take  a  long-acting  inhaled 
bronchodilator,  salmeterol, 
that  was  just  approved  for 
sale  by  Glaxo  Pharmaceuti- 
cals under  the  brand  name 
Serevent.  A  study  published 
in  May  in  the  Journal  of  the 
American  Medical  Assn.  found 
that  salmeterol  inhaled  twice 
daily  is  more  effective  in  pre- 
venting attacks  than  albute- 


to  find  a  victim.  Asthma  is 
the  most  common  chronic  dis- 
ease in  the  industrialized 
world,  afflicting  4%  to  6%  of 
adults  and  20%  of  children. 
There  are  12  million  asthmat- 
ics in  the  U.  S.  alone,  and  it 
costs  about  $6.5  billion  a  year 
to  treat  them. 

The  good  news  is,  treat- 
ment keeps  getting  better. 
Asthma  sufferers  who  can't 
get  a  good  night's  sleep  can 


there  was  a  36%  jump  in  the 
number  of  Americans  with 
asthma  from  1982  to  1991. 
Even  more  disturbing,  the 
number  of  deaths  each  year 
has  grown  66%  since  1980,  to 
well  over  4,000.  The  rising 
numbers  are  not  strictly  a 
U.S.  phenomenon:  At  least 
14  other  countries  have  ex- 
perienced the  same  trends,  to 


understanding  of  asth 
the  advent  of  safer,  m( 
fective  drugs,  virtually 
should  die  of  asthma  if 
ed  properly. 
"TWiTCHY."  And  there  n 
the  heart  of  the  problei 
tients  aren't  being  ti 
properly.  That  may 
cause  they  are  not  edi  |tk! 
about  their  condition,  oi 


iiders 


spt 


ses  the 


WHAT  HAPPENS  IN  AN  ASTHMA  EPISOI 
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EARLY  RESPONS 
IN  ASTHMA 

Air  passage  becomes 
smaller  due  to  bronch 
spasm  and  edema 


i  me  i 
totre 
still 

r 

ti 


rol,  a  commonly  used  treat- 
ment that  can  be  inhaled  as 
much  as  four  times  a  day. 
Plus,  inhaled  corticosteroids 
are  becoming  increasingly 
common  in  relieving  the 
underlying  inflammation  that 
causes  asthma  attacks. 

Still,  the  incidence,  sever- 
ity, and  death  rate  from  asth- 
ma have  been  rising  steadily 
for  a  decade.  According  to 
the  American  Lung  Assn., 


LATE  RESPONSE 
IN  ASTHMA 

Greater  inflam- 
mation, increased 
bronchial 
constriction  and 
mucus  secretion, 
edema 


the  mystification  of  the  medi- 
cal community. 

Granted,  several  studies 
have  suggested  links  between 
asthma  and  greater  air  pollu- 
tion, poverty,  and  exposure  to 
cigarette  smoke.  But  even  in 
places  where  the  air  is  clean 
and  the  people  not  poor,  such 
as  remote  Scottish  islands, 
many  are  suffering  more  than 
ever.  Besides,  given  a  spec- 
tacular leap  in  the  scientific 
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doctors  are  unaware  of 
verity.  Also,  doctors 
that  many  of  the  drug 
dress  only  the  symptom 
could  be  masking  the  dis 
underlying  severity, 
many  people  still  don't  i 
stand  asthma,  including 
of  doctors,  and  that's  wl 
mistreated,"  says  Nancy 
er,  president  and  founc 
the  Allergy  &  Asthma 
work/Mothers  of  Asthn 
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rofit  health  association, 
definition  of  asthma 
rnged  dramatically  over 
st  decade,  but  special 
y  the  change  has  not 
ckled  down  to  all  the 
il  practitioners  who 
the  bulk  of  sufferers, 
my  years,  asthma  was 
1  as  a  reversible 
stive  airway  dis- 
and  doctors  fo- 
only  on  the  bron- 
sm,  or  attack.  But 
sdical  community 
considers  it  a 
e  inflammatory 
3,  and  specialists 
the  inflammation 
:  airway  linings 
luses  the  attack. 
1991  the  National 
tes  of  Health  has 
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rades  asthmatics 
lild  to  severe  and 
or  anti-inflamma- 
rugs  once  the  dis- 
loves  beyond  the 
;age. 

pite  the  changed 
ich  to  treatment, 
is  still  no  cure, 
because  research- 
ive  yet  to  figure 
lat  causes  asthma, 
isease  hits  people  with 
sensitive  or  "twitchy" 
md  can  occur  after  pro- 
I  exposure  to  irritants 
is  pollution  or  dust,  a 
f  pneumonia,  or  even  a 
:  cold.  Asthma  can  also 
luced  by  exercise  and 
ies,  come  on  only  at 
or  get  triggered  for  no 
is  reason.  Patients  hav- 
i  attack  feel  as  if  they 
owning  and  experience 
ing,  chest  tightness, 
;ing,  and  shortness  of 
l.  Some  sufferers  are 
with  the  disease,  and 
children  find  the  symp- 
abate  as  they  reach 
,eens.  About  25%  of  pa- 
develop  it  after  the  age 
Researchers  are  fairly 
i  that  there  is  a  genetic 
ment  but  have  no  idea 
it  is. 

ile  scientists  search  for 
se,  patients  only  want 
Virtually  every  sufferer 
ironchodilators,  the  most 
only  prescribed  class  of 
in  the  world.  These 


open  the  airway  by  relaxing 
the  muscles  that  line  the 
walls  of  the  bronchial  passage, 
making  it  easier  for  air  to 
move  through.  They  can  come 
in  pill,  suppository,  or  inject- 
able form,  but  the  most  popu- 
lar by  far  is  an  inhalant,  ad- 
ministered with  the  puffer 


instead  of  moving  to  an  anti- 
inflammatory treatment,  they 
just  take  more  puffs.  Patients 
suffering  fatal  or  near-fatal  at- 
tacks have  been  known  to 
take  20  puffs  a  day,  although 
they  would  certainly  balk  at 
swallowing  20  pills.  Instead, 
severe  asthmatics  should  be 


ASTHMA  TREATMENT  GUIDELINES: 
WHAT  TO  TAKE  WHEN 


All  patients  should  have  a  written  asthma  management  plan,  a  peak- 
flow  meter  to  monitor  breathing,  awareness  of  early  warning  signals  of 
an  attack,  knowledge  of  how  and  when  to  increase  medications,  and  a 
plan  to  remove  as  many  allergic  factors  as  possible  from  the  home. 

MILD  ASTHMA  Inhaled  bronchodilators,  such  as  theophylline  or  beta-2 
agonists,  are  taken  to  relieve  symptoms  or  before  exercise.  If  used  daily, 
or  more  than  four  times  in  one  day,  additional  therapy  may  be  needed. 

MODERATE  ASTHMA  Anti-inflammatory  medications,  such  as  inhaled  cor- 
ticosteroids or  inhaled  cromolyn  sodium,  are  taken  daily  to  avoid  symp- 
toms. Oral  corticosteroids  are  used  on  a  short-term  basis  to  treat  serious 
attacks.  Bronchodilators  relieve  symptoms,  and,  if  necessary,  a  long-act- 
ing oral  beta-2  agonist  can  prevent  attacks  during  the  night. 

SEVERE  ASTHMA  If  problems  cannot  be  controlled  with  maximum  doses 
of  inhaled  anti-inflammatory  or  bronchodilator  medications,  an  oral 
corticosteroid  may  be  required  under  the  direction  of  an  asthma  special- 
ist. Condition  may  also  require  supplemental  oxygen,  intensified  treat- 
ment, and  hospitalization. 

DATA  AMERICAN  LUNG  ASSN 


most  asthmatics  carry  around. 

The  most  effective  bron- 
chodilators today  are  beta-2 
agonists,    sold    under  the 
names  Brethaire,  Maxair,  Pro- 
ventil,  or  Ventolin.  They  can 
relieve  an  attack  in  minutes 
by  going  directly  to  the  swol- 
len air  passages.  But  several 
studies  over  the  last  few 
years  have  linked  the  heavy 
use  of  beta-2  agonists  to  in- 
creased risk  of  death. 
too  effective?  Although  there 
is  some  concern  that  the  drug 
itself  may  be  contributing 
to  a  worsening  of  the  dis- 
ease, many  specialists  be- 
lieve the  real  problem  is 
that  the  drugs  are  too  ef- 
fective. Users  take  a  puff 
and  relieve  their  symptoms, 
but  they  don't  bother  to  get 
away  from  the  cause  of  the 
attack,  such  as  cat  hair  or 
tobacco  smoke.   And  by 
opening  the  airways  with 
the  puffer,  they  are  more 


seeking  help  at  a  hospital, 
where  they  could  get  oxygen 
and  injected  steroids. 

People  with  mild  asthma 
are  fine  with  bronchodilators, 
but  patients  who  are  using 
them  more  than  four  times  a 
day,  or  every  day,  are  consid- 
ered to  have  moderate  asthma 
and  should  be  given  a  regular, 
preventive  anti-inflammatory 
medication.  Even  salmeterol, 
though  it  can  prevent  an  at- 
tack for  up  to  12  hours  with 
one  puff,  should  be  used  in 


►  ALLERGY  &  ASTHMA  NETWORK/ 
MOTHERS  OF  ASTHMATICS 


conjunction  with  an  anti-in- 
flammatory treatment,  not  in 
place  of  one. 

This  is  where  many  doctors 
fail  their  asthma  patients,  say 
specialists.  The  most  effective 
anti-inflammatories  are  inhaled 
corticosteroids,  sold  under  the 
brand  names  Aerobid,  Azma- 
cort,  Beclovent,  and 
Vanceril.  But  whereas 
sales  of  bronchodilators 
rose  some  30%  from 
1983  to  1990,  sales  of  in- 
haled steroids  increased 
only  3%.  The  reason, 
says  Dr.  Thomas  Casale, 
director  of  the  division 
of  allergies  and  immu- 
nology at  the  University 
of  Iowa  Hospitals  and 
Clinic,  is  a  misplaced 
fear  of  steroids,  which 
can  have  severe  side  ef- 
fects when  taken  orally. 
Inhaled  steroids,  howev- 
er, go  directly  to  the 
bronchial  passage  and 
are  considered  extreme- 
ly safe,  even  for  chil- 
dren. "Both  physicians 
and  patients  have  con- 
cerns about  safety  when 
the  word  steroid  is 
used,"  says  Casale.  "Old 
ideas  change  slowly,  but 
physicians  who  have  gone 
through  the  training  process 
recently  will  be  treating  pa- 
tients differently." 

Beyond  all  the  medications 
available,  perhaps  the  most  im- 
portant factor  in  treating  asth- 
ma is  the  patient's  own  behav- 
ior. Sufferers  should  work  out 
a  treatment  plan  with  a  spe- 
cialist—and then  stick  with  it 
religiously.  Such  a  plan  in- 
cludes an  understanding  of 
what  brings  on  an  attack, 
what  drugs  should  be  taken 
when,  and  how  to  tell  when 
the  condition  is  worsening. 
For  that  reason,  a  $25  hand- 
held device  known  as  a 
peak-flow  meter  can  be  as 


?.99..?Z~!7^9?   [  crucial  as  any  medication. 

Patients  should  check  their 
jreathing  regularly  with  the 


►  AMERICAN  LUNG  ASSN.  Call  /our 
local  chapter  or  800  tUNG-USA 


►  ASTHMA  &  ALLERGY  FOUNDATION 
OF  AMERICA  800  7-ASTHMA 

►  NATIONAL  JEWISH  CENTER  OF 
IMMUNOLOGY  &  RESPIRATORY 


meter,  keep  a  record  of  the 
readings,  and  notify  their 
doctor  if  their  lung  power 
deteriorates.  With  careful 
monitoring,  asthma  sufferers 


exposed  than  ever  to  con-       MEDICINE  800  222-LUNG  I  can  g0  a  ]ong  way  toward 

4-;  J  —    o„  j-u„   I   K  ...  j.v.   


tinued  irritation.  So  the  con- 
dition keeps  worsening,  and 
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getting  that  monster  off 
their  chest.  Catherine  Arnst 
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Smart  Money 

BROKERS  SURE  WON'T 
PLUG  THESE  DRiPs 


Low  costs  and  hassle-free 
service  have  made  no- 
load  mutual  funds  an  inves- 
tor favorite.  Now  along 
comes  an  idea  only  a  broker 
could  hate:  no-load  stocks. 

For  years,  individuals  have 
saved  on  broker  commissions 
by  buying  stocks  directly 
from  public  companies 
through  dividend  reinvest- 
ment plans  (drips).  But  in 
most  of  the  nation's  900 
DRIPs,  only  those  who  already 
own  stock  are  eligible  to  par- 
ticipate. The  exceptions- 
some  50  companies  ranging 


PARTIAL  LIST  OF 
NO-LOAD  STOCKS 


Company 

Stock  price' 

ATLANTIC  ENERGY 

18K 

609  645-4506 

DIAL 

45K 

800  453-2235 

EXXON 

61K 

800  252-1800 

JOHNSON  CONTROLS 

49!4 

414  287-3956 

SCANA 

44 

800  763-5891 

US  WEST 

41 

800  537-0222 

DATA  00W  THEORY  FORECASTS  INC 

•6/6/94 

from  Atlantic  Energy  to  U  S 
West— have  moved  to  open 
enrollment,  allowing  the  pub- 
lic to  make  initial  investments 
without  paying  a  broker. 

That  change  is  the  biggest 
of  many  afoot  as  drips  bor- 
row popular  features  from 
no-load  funds.  Exxon's  pro- 
gram, for  instance,  not  only 
allows  investors  to  buy  their 
first  shares  at  no  fee  but 
also  lets  them  pick  up  addi- 
tional shares  through  auto- 
matic bank-account  with- 
drawals. Several  plans, 
including  Mobil's,  offer  divi- 
dend reinvestment  for  indi- 
vidual retirement  accounts. 
And  some,  such  as  U  S 
West,  are  allowing  partici- 


pants to  invest  weekly  or 
monthly,  rather  than  on  the 
quarterly  schedule  once  stan- 
dard for  DRIPs.  At  least  half 
of  all  DRIPs  will  offer  open- 
enrollment  and  other  ex- 
panded services  within  five 
years,  predicts  Michael  Fo- 
ley, vice-president  of  First 
Chicago  Trust,  which  handles 
the  paperwork  for  13  million 
shareholder  DRIP  accounts. 
bit  BY  bit.  That's  not  to  say 
the  plans  are  for  everyone. 
Timing  of  trades  is  still  a 
weakness:  DRIP  investors 
can't  move  fast  enough  to 
take  advantage  of  day-to-day 
swings  in  stock  prices.  Some 
plans,  particularly  those  op- 
erated by  utilities  such  as 
Duke  Power,  are  open  only 
to  customers  or  residents  of 
service  areas.  And  some  are 
caving  in  to  Wall  Street's 
penchant  for  adding  fees  to 
cover  administration;  U  S 
West  charges  $1  to  reinvest 
dividends.  Even  the  new 
push  into  open  enrollment 
may  eventually  come  at  a 
cost,  such  as  a  charge  of  $15 
or  so  to  start  a  new  account. 

On  the  plus  side,  drips  al- 
low long-term  investors  to 
accumulate  large  stakes 
while  plowing  in  a  little  at  a 
time.  By  committing  a  fixed 
amount  regularly,  partici- 
pants benefit  from  dollar-cost 
averaging.  That  results  in  a 
lower  average  purchase 
price,  since  the  fixed  invest- 
ment buys  more  stock  when 
the  price  is  low  and  less 
when  it's  high. 

As  companies  make  it 
easier  to  get  started  in 
drips,  observers  predict  a 
surge  in  interest.  "Investors 
will  go  crazy  for  them,"  says 
Charles  Carlson,  editor  of 
DRIP  Investor  ($59  a  year; 
219  931-6480)  and  author  of 
Buying  Stocks  Without  A 
Broker  ($16.95;  McGraw-Hill). 
Their  brokers  may  go  even 
crazier.  Greg  Burns 


A  NEW  SHOW  BOAT:  BROADWA f -BOUND 


Theater 


GIVE  MY 
REGARDS  TO 
—TORONTO 


A highlight  of  the  June 
12  Tony  Awards  cere- 
mony will  be  a  live 
performance  of  01'  Man  Riv- 
er, the  classic  from  the  musical 
Show  Boat.  Inclusion  of  the 
song  reflects  the  belief  that  a 
new  version  of  Show  Boat  will 
be  a  hot  ticket  on  Broadway. 
But  the  Tony  production  will 
actually  be  staged  500  miles 
to  the  north— in  Toronto, 
where  Show  Boat  is  playing 
with  most  of  the  stars  who 
will  open  it  at  New  York's 
Gershwin  Theater-  on  Oct.  2. 

Show  Boat  is  one  reason  in- 
creasing numbers  of  U.  S.  res- 
idents are  traveling  to  Toronto 
for  theater.  The  city  offers 
more  Broadway-style  musicals 
than  any  other  in  North 
America  after  New  York.  And 
thanks  to  the  weak  Canadian 
dollar,  now  worth  about  72 
U.  S.  cents,  it  has  become 
more  affordable. 

Theater  lovers  can  choose 
from  four  musicals:  Phantom 
of  the  Opera,  Crazy  for  You, 
Miss  Saigon,  and  Show  Boat. 
Prices  are  New  York  scale:  Or- 
chestra scats  cost  about  $65 


ii 


I  miliar 


on  a  Friday 
urday  night, 
a  midweek 
of  Crazy  for 
instance.  But 
get  your 
through  one 
Remarkable  S 
Value  Pa 
(rsvps)  availab 
Oct.   31  froi 
Metro  Toront 
vention  &  \ 
Assn.  (800  36< 
you  can  cut  tT 
cost  of  your  si 
With  an  RS^ 
custom-desigr 
trip.  In  addit 
preferred  seat 
musicals— plus 
such  as  home 
of  the  World 
pion  Toronto 
Jays— you  get  10%  to 
at  any  of  64  hotels  and 
pon  book  good  for  dis] 
at  restaurants  and  city 
tions.  The  luxurious  Ki 
ward  is  marking  down 
to  about  $110;  other  hoi 
featuring  rates  under  $1] 
throwing  in  extras  si| 
breakfast  and  parking. 
TOP  SQUADS.  In  addit 
the  big-name  shows,  T 
offers  dozens  of  other 
such  as  The  Mousetra 
Forever  Plaid.  The  city 
than  two  hours  from  tv 
repertory  theaters  in  0 
The  Stratford  Festiva 
567-1600),    known  fc 
Shakespearean  produ( 
and  the  Shaw  Festiva 
267-4759),  specializing  ir, 
by  George  Bernard  Shs 
You  might  also  plan 
around     upcoming  ; 
events.  From  June  24  tl 
July  3,  the  du  Maurie 
Festival  will  bring  mon 
1,000  musicians  to  town 
Aug.  4  to  14,  you  can  ca 
top  squads  at  the  1994 
Basketball  Championship; 
from  Sept.  17  to  Dec.  i 
ronto  will  welcome  the  I 
Foundation's  collectic 
French  Impressionist  anc 
Impressionist  painting 
tour.  The  show  is  expec 
be  a  sellout,  as  it  was  in 
and  Paris.  But  some  hoti 
eluding  the  Four  Seasor  '"^ 
offering  packages  with  € 
tickets.  Bill  Sy 
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PERSONAL 


rou're  on  vacation  and 
you're  lost.  You  must 
have  missed  a  turn, 
now  you're  driving  in  a 
y  part  of  an  unfamiliar 
i.  Instead  of  panicking, 
ind  your  way  by  consult- 
i  map  on  the  screen  of  a 
p  resting  next  to  you  on 
;eat.  A  small  icon  on  the 
traces  the  route  of  the 
s  it  moves. 

le  next  phase  in  compu- 
ed  mapping  software  is 
t  to  arrive.  Portable  PC 
>rs  who  insert  a  credit- 
size  device  from  Rockwell 
■national  or  Trimble  Navi- 
n  will  be  able  to  receive 
;ing  information  from  the 
al  Positioning  System,  a 
illation  of  satellites  orbit- 
he  planet.  By  coupling  the 
:e  with  the  latest  version 
;oad  Scholar  Software's 
Streets  For  Windows,  you 
,urn  the  computer  into  an 
ihicle  navigation  system 
lets  you  follow  your  ac- 
movement  on  the  map. 
le  military  and  boaters 
long  relied  on  global  posi- 
ng technology.  But  until 
titly,  the  receivers  have 
too  costly  for  most  con- 
irs.  Together,  City  Streets 
the  add-on  card  will  run 
t  $499.  And  soon,  Auto- 
will  unveil  Automap 
ets  for  $50  on  two  CD- 
I  with  detailed  maps  that 
work  with  receivers  from 
:et  Communications.  The 
3  will  come  with  down- 
i  maps  of  New  York,  Chi- 
,  and  other  cities,  plus  an- 
r  area  of  your  choice, 
itional  maps  cost  $30. 
ilem  is,  not  many  people 
:  laptops  with  CD-ROMs. 
code  AID.  While  digital 
s  and  affordable  global  po- 
rting technology  offer  gee- 
capabilities,  the  programs 
have  more  down-to-earth 
|  City  Streets  and  Taxi, 
l  News  Electronic  Data, 
print  out  the  local  streets 
need  to  follow  from  your 


Software 


ON  THE  ROAD  AGAIN — 
WITH  A  DIGITAL  MAP 


hotel  to  a  business  meeting. 
Automap  Road  Atlas  is  a  long- 
distance planner  that  can  help 
you  concoct  a  cross-country  va- 
cation route.  They  also  have 
advantages  over  paper  maps. 
By  typing  in  the  name  of  a 


DeLorme  Mapping's  Street  At- 
las USA  CD-ROM  lets  you  zoom 
in  and  out  of  13  levels  of  mag- 
nitude, from  500  miles  down 
to  street-level  detail.  You  can 
also  punch  in  a  zip  code;  the 
program  identified  36778  as 


MAPPING  OUT  TRAVEL  SOFTWARE 


AUTOMAP  PRO 

$399  AUTOMAP 


Lets  you  plan  cross-country  routes 
and  create  geographic  databases 


CITY  STREETS  FOR  WINDOWS 

$100  ROAD  SCHOLAR  SOFTWARE 


Can  track  your  movement  with 
Global  Positioning  System  add-on 


STREET  ATLAS  USA 

$169  DELORME  MAPPING 


Company  claims  CD-ROM  includes 
every  street  in  the  country 


STREET  WIZARD 

$99  ADEPT  COMPUTER  SOLUTIONS 


Comes  with  map  of  one  county; 
additional  counties  cost  $50 


TAXI 

$70  NEWS  ELECTRONIC  DATA 


Combines  city  maps  with  the  Zagat 
restaurant  and  hotel  surveys 
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town,  the  result  will  be  high- 
lighted; no  need  to  strain  your 
eyes  searching  through  the  D3 
or  E4  sections  as  you  try  to 
unfold  the  darn  thing. 

The  high-tech  maps  can  pro- 
vide multiple  levels  of  scale. 


Snow  Hill,  Ala.  By  clicking  on 
a  "locate"  button,  you  could 
call  up  a  map  of  the  area.  De- 
Lorme claims  the  CD-ROM  in- 
cludes every  U.  S.  street.  City 
Streets  comes  with  one  city 
of  your  choice,  plus  demo 


maps  of  San  Francisco,  Man- 
hattan, and  Washington. 

Some  programs  also  provide 
data  not  included  in  the  maps 
you  might  get  at  a  gas  sta- 
tion. Taxi  includes  the  Zagat 
restaurant  and  hotel  guides  for 
New  York,  Chicago,  Los  An- 
geles, and  elsewhere.  The  soft- 
ware will  search  for  a  restau- 
rant by  cuisine,  price,  or  decor. 
laborious.  Many  programs 
let  you  annotate  maps  to  mark 
where  customers,  suppliers,  or 
family  members  live.  Automap 
Pro,  the  upscale  sibling  to  the 
company's  $80  Road  Atlas 
route  planner,  is  geared  for 
travel  managers.  Like  the 
cheaper  version,  it  includes 
maps  that  cover  more  than 
410,000  miles  of  highways  and 
state  and  county  roads.  But 
Automap  Pro  lets  managers 
overlay  their  own  databases. 
For  instance,  a  customer  ser- 
vice representative  might  dis- 
play coordinates  for  all  stores 
in  a  region.  The  rep  can  click 
on  each  point  to  bring  up  the 
name,  address,  phone  number, 
and  even  a  picture  of  the  out- 
let. Sales  types  who  need  to 
make  multiple  stops  can  con- 
sult the  program  to  plan  an 
itinerary.  Users  can  specify  an 
arrival  or  departure  time  for  a 
city,  or  indicate  when  they 
plan  to  stay  overnight. 

All  the  map  programs  put 
to  a  quick  test  by  BUSINESS 
week  seemed  to  provide  ac- 
curate directions.  But  there 
were  some  limitations.  Turn- 
pike road  warriors  found  Au- 
tomap's  preferred  route  from 
New  York  to  Washington  un- 
usually complicated  and  not 
the  most  direct.  And  mapping 
out  Big  Apple  directions  with 
Adept's  Street  Wizard  proved 
needlessly  laborious;  too  many 
mouse  clicks  were  required  to 
concoct  a  simple  route.  It  just 
goes  to  show  you  that  while 
computerized  maps  can  be 
helpful,  it  also  pays  to  consult 
someone  who  already  knows 
the  way.  Edward  Baig 


Worth  Noting 

MNUITY  TIP.  Annuities  is- 
!  before  Oct.  21,  1979  have 
iecial  tax  status  you  give 
f  you  swap  your  old  annu- 


ity for  a  new  one,  the  IRS 
ruled  recently.  If  you  die  be- 
fore the  old  annuity  starts 
paying  out,  your  heirs  will  not 
owe  income  tax  on  the  in- 
creased value.  But  for  con- 
tracts issued  after  the  1979 


date,  the  accumulation 
amount,  over  and  above  the 
premiums  paid,  is  taxable  as 
ordinary  income. 
■  SCAM  SLAM.  Learn  to 
avoid  fraud  with  two  free  bro- 
chures. Schemes,  Scams  & 


Flim-Flams  tells  you  how  to 
recognize  telemarketing 
scams,  and  Defending  Yourself 
Against  Credit  Card  Fraud 
suggests  ways  to  protect  your 
cards  from  crooks.  Call  Mas- 
terCard at  800  999-5136. 
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FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


BUSINESS 


WEEK 


Marketplace 


BUSINESS  WEEK  MARKET-PLACIi 
100  EAST  OHIO  STREET  SUITE  6m 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


FREE 

CBSI  486  Computer 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  Th  ese  free,  two 
cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


Contact  Lenses 


Save  up  to  75°° 
on  Contacts 

Up  to  75%  off  the  same  lenses  your 
doctor  prescribed.  No  membership 
tees.  100%  guaranteed. 

BAUSCH     LOMB    QJ)  VESJOTI 

FREE  BROCHURE 

II  ■  ■  ■  ■  mm  .iii7-m>J8-9S0O 

1-800-780-LENS 


Contact  Lens 

DISCOUr-JT  CENTER 


Computer  Equipment 


HEWLETT-PACKARD 
BuySalt-Tnda 

LaserJet  CotorPro 
DeskJet  Draft  Pro 

RuggedWrrter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available. 
Ted  Dasher  &  Associates 

4117  Second  Ave  .  S.  Birmingham.  AL  35222 
Phone:  205/591-4747  fm:  205/591-1 1M 

soomaa-iaas 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  guality.  Send  for 
FREE  CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  F  IHngham,  MA  02043 


Presentation  Equipment 


LASER  POINTER 


STAR  LITE 


C.H.  WORLDWIDE 
P.O.  Box  2712 
San  Ramon,  CA  94583 
Tel:  510-838-1665 


24K  GOLD 

plus  shipping 
&  handling 
1  Year  Limited  Warranty 
Range  up  to  100  yards 
WE  include  2  AAA  Batteries 

DEALER  INQUIRIES 
WELCOME! 

TOLL  FREE 


Fax:  510-838-3172  800-291-5511 


Office  Supplies/Equipment 


America's  Lowest  Priced  SSnia™ 
Office  Supplies  Direct  to  You  ""5/^" 


Perforated 
Legal  Ruled 
Pad 

•&5"  x  11.75" 
•Canary 

#8UCP 
4*  DZ 


#10  Envelopes 
•  24  lb.  vttiite  wove 

$/J99#C012S 
«3  BX/S00 


Post-it™ 

(ape  1'liins 

Available  in  red, 

blue,  grwn, 
orange,  yellow, 
white  &  purple 


3M99C 


PK/50 


Full  Strip 
'  Stapler 
with 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same-day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it...or  5%  back  onyour  purchase!  Call  for  details 
and  your  free  catalog.  1-800-962-9162 

Ad  Code  0085 


Sports  Equipment 


Cheat 
At  Tennis 

Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Corporate  Gifts 


WHY  PAY  MORE??? 

FACTORY  DIRECT!!! 

•Free  Set-up,  Die,  Artwork,  Shipping* 

Embroidered 
Caps  as  low  as 

$3.55 

Embroidered  Jackets 

as  low  as  $26.50 

Embroidered  Polo  Shirts 

as  low  as  $13.90 
Patches  3"  as  low  as  $  0.37 
Lapel  Pins  3/4"  as  low  as  $  0.55 
800/775-7722 

for  free  catalog 

Best  Greetings,  Inc. 


Travel 


TRAVEL  EXPENSES 
A  HEADACHE? 

•  Lost  Receipts?  •  No  Receipts? 

Complete  Your  Own! 

0 1 2  ready  to     0  24  assorted 
fill  in  assorted  receipts 
receipts  $7.95  $11.95 

•  Restaurant     •  Gasoline 

•  Limousine     •  Taxi 

•  Laundry       •  Merchandise 

•  Parking        •  MORE! 
SEND  CHECK  OR  MONEY  ORDER  TO 

GRPC,  P.O.  BOX  948367 
MAfTLAND,  FL  32794 

NOT  INTENDED  FOR  ILLEGAL  PURPOSES 


Hartford  Capital's  B 
Small  Cap  Growth  Stgs 
Selections  for  1994 

Learn  more  about  our  special  rei 
analysis  and  big  winners 
information  call  or  write  todd 
Hartford  Capital  Small  | 

Equity  Research 
14th  Floor  -  400  Bi 
Vancouver,  B.C. 1 
800/267-4777 


Business  Opportunitij^^d 


MAILBOX  RENTAL 


Call  mailbox  manufacturer  tor  FREE  CA 
&  Info  on  adding  mailboxes  to  yourb 
starting  your  own  Private  Postal  ( 

24  hrs  (800)  323-3003 
(213)232-6181 
FAX  (213)232-7021  " 
1010  East  62nd  Street,  Los  Angeles,  CA  | 


Education/lnstructk 


University  Degrei 


Sail  Paced  Home  Stud>'( 
Associate  Bachelor  Master  Op 

Business  Admin,  Psychology,  FinaF 
Tech  Mgmt.  Law.  Paralegal 
Int'l  Business,  Health  Care, 
Human  Resources  Admin. 

(800)477-2254  (24  hrs) 
Southern  California  University 
202  Fashlon-BW,  Tustin.  CA  9268C 


DEGREI 

BA/BS  MS/MBA  PhD/JDl 
I  Credit  lor  work. /life  exp.  •  Accrecf 
(800)  444-8569  (24  hrs.) 

LaSalle  Universit 

I  Dept.  569  Mandevllle,  LA  7047<H 


Health/Fitness 


Breathe  Easier 


Tobacco  smoke,  dust  and  pollen  can  make  breathi 
difficult  and  hazardous. 

The  Friedrich  Electronic  Air  Cleaner  removes  up  tt 
99%  of  these  pollutants...  quickly,  quietly  and 
effectively!  And  it  costs  just  pennies  a  day  to  opera 

For  more  information  and  a  FREE  CATALOG 
Call  1-800-541-6645  In  Texas  1-800-442-2085 

FRIEDRICH  AIR  CONDITIONING  CO. 


m 


I  AD  RATES  AND  INFORMATION 

PHONE:  (3 12)  337-3090 
AX:  (312)  337-5633  OR  WRITE: 


BUSINESS 


WEEK 


Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Travel 


ntion  frequent  travellers!! 
STAY-USA  today  and  save 
on  your  travel  expenses. 
1  Toll-Free  24-hrs  for  free 
)chure  and  $1,050  bonus. 

a  800-796-0102 

( Corporate  Inquiries  welcomed  ) 


T  IT  TIME  YOU  HAD 
EAT  ADVENTURE? 


lie  on  one  of  the  great 
ieys  of  your  life  with  the 
ialists  in  unforgettable 
[venture  expeditions! 

>0  CHINA  -  Cambodia,  Laos 
Nam  with  3  days  at  Angkor 
(monthly  departure ). 

BA  -  architecture,  museum 
culture  -  8  days  ( bi-monthly). 

ufree:  1-800/465-8687 

I  of  the  World  Travel  Inc. 
Third  Avenue,  Suite  232 
New  York,  NY  10128 

londed  and  licensed  by  Govt. 
)er  of  the  Compensation  Fund  for 
•otection  of  the  Traveling  Public. 
2nd  year  in  adventure  travel. 


Catalogs/Marketing 


Get  your  products  into  millions 
of  mail  order  catalogs!  We're  a 
commissioned  manufacturer's  rep 
firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  To  Catalogs,  Inc., 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410. 


Corporate  Gifts 


NOBODY  BEATS  i 
OUR  PRICES!  I 

IMPRINTED 
PORCELAIN  SPRINT 
MUGS  32  OZ. 

SPORT 
BOTTLES 


her  99<  T  69C 

EACH        *       EACH  M 

^■^aoty  -  loos ^pVorr  25oo^B 


1-800-936-5646 

LOBiOGEAR 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


Corporate  Gifts 


'Strategies  for 
Stress"  provides 
a  step-by-step 
program.  Ideal 
for  management 
and  staff. 

$24.95  plus  s  &  h 
1-800-442.5500 


BP  qg 

'Pleatrjcr  ^penalties 

Custom  Leather  Accessories  for  Golf, 
Fund-Raisers  and  Corporate  Outings 


.  Call  for  Brochure:  1-800-476-7654 
k         Fax:  610-668-9545  J 


SAMPLE  BEFORE 
YOU  BUY! 


Straw  Hat  Fever!  _ 

Summer  is  herel  Tee  off  with  our  best,  natural  straw  goll 
hat. Available  with  your  logo  or  message  embroidered  on  a 
1 00%  cotton  pleated  band  that  is  available  in  five  colors  Non- 
personalized  sample  $1 1  95  plus  shipping  In  quantity  with 
your  logo  as  low  as  $1 3  95.    call  FOR  FREE  BROCHURE 

ILOBiOGEAf?  1-800-936-5646 

USA  FAX.  (415)  579-5534 


A  unique  digital  clock  for  home  or  office. 
Ideal  company  gift  or  promotional  item 
(silkscreening  of  company  or  individual 
name  available).  Bright  red  displays  can 
be  seen  from  over  50  feet  away.  Height  of 
Part  No.  109268  digits:    2.5".   Six  digits  display  hours, 

res  and  seconds.   12  or  24-hour  selectable.  Two  case  styles  are  available:  a  unique 
Dpen  enclosure  which  enables  you  to  view  the  electronic  components  inside,  or  an 
sed  case  made  of  black  satin  aluminum.   Semi-open  enclosure  is  a  desktop  unit, 
sed  case  is  a  desktop  or  wall-mountable  unit.  Both  cases  feature  a  front  red  lens. 
Product  Pricing 

1-9 


Description  

>  JE725AOB  Digital  Clock  in  i  semi-. 
1  JE725AEA    Digital  Clock  in  an  end. 


•pen  enclosure  (17.5"  x  5.25"  x  1.5")  $139.95  129.95 

•sed  case  (18.5"  x  5.25"  x  1.375")  149.95  134.95 


\MECO 

IECTBOMC  COWOKMTS 


COMPUTER  PROOUr 


1355  Shorewoy  Rood  Belmont,  CA  94002-4100 
let  415-592-8097  __. 
FAX:  415-592-2503  ffrH 
New  Hows:  Mg  -  5PM  PPT  fr—M 


Call 


1  •800*83 1*4242 
Jo^rderjodajr^ 


Franchising 


Now,  Cash  In  On  Some 
Golden  Mid-Market  Opportunities. 


Golden  Corral,  twice  named  the  nation's  #1  family  steakhouse  by  Restaurants  & 
Institutions  Magazine,  introduces  an  8,600  square  loot  mid-market  concept  based  on  its 
proven  metro  stores  (the  famed  "11,000  square  loot  cash  registers").  Our  new  330-seat 
GC-11M  features  the  Golden  Choice  Buifefand 
The  Brass  Bell  Bakery*  popularized  in  the  metros, 
re-designed  to  thrive  on  a  smaller  population 
base  We  made  the  "big  box"  a  winner.  Now 
let  us  show  you  how  big  things  can  also 

come  in  smaller  packages  Call 
1-800-284-5673  for  franchise 
information.  Minimum  net  worth 
$1  million  with  $250,000  liquid. 


Franchising 


ADDUPTHE 


1—  Industry  leader  in  network  sales  five  years 
in  a  row 

2—  Industry  leader  in  number  of  domestic 
franchise  centers 

3—  Rated  industry  leader  in  Success,  Entrepreneur 
and  Income  Opportunities  magazines 

THEY  All  ADD  UP  TO  #1. 
TA^Sir  Speedy,  Inc. 

for  printing  &  copying  franchise  opportunities  call: 

800  854-3321  ft 


Corporate  Gifts 


CELESRA1 


Business  Opportunities 


Att:  MFCs  DIST's 
ENTREPRENEURS 


RUSSIAN  OPPORTUNITIES  plus 


Full  info  on  Co's.  w/hard  currency  who 
need  Food,  Mfg  Equip.,  Computers, 
Vehicles  &  Much  More.  Latest  Russian 
Trade  &  Economic  Report.  $29.95  PPD 

Int'l  Marketing  Publisher 
Ste  216-B  511  Ave.of  the  Americas 
New  York,  NY  10011. 


Corporate  Gifts 


Build  Your  Image1 

Build  Your  Business 


IMPRINTED  COFFEE 
MUGS  AS  LOW  AS 

$1.29 


3)322-4142,  RU(:{203)324-: 
CALL  FOR  INFORMATION 


EMBROIDERED 


CAPS  AS  LOW  AS 

$3.99 


Free  48-page  catalog  with  hundreds  ot 
promotional  business-building  products 

1-800-792-2277 

DEPARTMENT  712 

FAX  1-510-786-1111 


The  Corporate  Choice!! 


America's  Choice  for  corporate 
identity  apparel  and  merchandise  I 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (3)2)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


_  _  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLAC 
100  EAST  OHIO  STREET  SUITE  6 
CHICAGO,  ILLINOIS  6061 1 


Telecommunications  Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 
A  I    c,Ane    Programmed  to 
Only  >4"5    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  Si.  #120 
Chestnul  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Electronics/Entertainment 


Free  Catalog'- 
Stereos  *  v  — — 


Hundreds  of 
components 
from  the  top 
brands.  Full 
descriptions, 
exclusive  compari 
son  charts,  and  better  service  than 
any  retail  store.  Home  and  car  audio, 
video,  and  multimedia  computers. 

CRUTCHFIELD  ,UVK 


1-800-955-9009 


1  Crulchheld  Pk 
Charlottesville, 


Business  Opportunities 


Business  Opportunity 
Wanted: 

Trainers,  Assistant  Managers, 
Full  &  Part-time. 
Prefer  teaching  background. 
Will  Train. 
Call  Willie  Horton, 
312/994-8370 


Business  Services 


SET  UP  A  TRUST  OR 
INCORPORATE  OFFSHORE 


Offshore  Companies  US  $350 

Offshore  Trusts  $750 
Contact:  Management  Services 
PO  Box  6-5879 
El  Dorado,  Panama 
Fax:011-507-27-1358. 


RESEARCH  REPOR 

19,850  academic  topics  availa 
Send  $2  00  for  the  290-page  cats 
Custom-written  reports  also  avail;' 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF§ 
Los  Angeles,  CA  90025  I 
Toll  Free  Hotline:  800-351-0: 
(California:  310-477-8226' 


Business  Opportunities 


A  HEALTHY  INVESTMENT 


2E 


uloIm 
Kill* 


Our  product  was  laughed  at  and  not  taken  seriously  until  medicine  hailed  condoms  in  the  fi 
against  AIDS.  Now  sales  are  going  through  the  root  and  Entrepreneurs  want  into  the  busin 
Before  AIDS,  condom  vending  machines  were  usually  hidden  away  in  gas  stations,  truck  s 
and  seedy  bars.  These  traditional  locations  are  still  excellent  money  makers.  Since  AIDS,  ( 
dom  machines  have  come  out  of  hiding.  For  the  first  time  they  are  acceptable  in  a  much  brj 
and  classier  range  of  establishments,  such  as  fast  food  places  like:  McDonalds,*  Jack  In  Tf 
Boxf  Pizza  Hut  ';  and  restaurants  like  Denny's,"  I. H. OR*  and  Sizzler*  It's  not  unheard  of  fc  "l]^ 
one  machine  lo  net  $250.00  in  a  month.  You  might  be  thinking  that's  no  big  deal,  but  multip 
amount  by  10, 20,  or  50  machines  and  the  coins  really  start  to  stack  up.  I  defy  you  to  show 
another  business  opportunity  where  you  can  actually  own  machinery  or  other  assets  when 
selling  is  required,  no  overhead,  and  you  can  be  making  cash  while  you're  at  work,  etc.,  an  ; POWER  II/. 
only  need  $2,200  to  invest.  Condoms  are  both  socially  and  politically  correct. 


CALL  FOR  A  LIVE  15  MINUTE  PHONE  PRESENTATION 
LEARN  HOW  YOU  CAN  OWN  A  LIFESTYLES  CONDOM  VENDING  ROUT! 
CALL      WHERE  THE  LOCATIONS  ARE  SECURED  FOR  YOU!  Ra 

„rrr0F6%.m    1-800-521-8602  sr 


Auction  im 
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Kngii  i^! 
M 
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ADVERTISE  IN  THE  BUSINESS  WEEK  MARKETPLACE... 
AND  REACH  6.5  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  June  24. 


NAME: 


lip 

NKgl 
■  '  ' 


COMPANY: 
ADDRESS: 
CITY:__  


,H(  : ; 


PHONE: 


STATE: 
FAX: 


ZIP: 


Mail  or  fax  to: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 
Phone  312/337-3090  •  Fax  312/337-5633 


mm 
ig 
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DUCTION 

from  last  week:  0.1% 
from  last  year:  3.7% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  8.5% 


May  28 

236.0 


May  28 
194  2 


230. 


May  21 
194.1 


224  . 


218. 


June  Oct 

Feb 

May 

t993  1993 

1994 

1994 

reduction  index  was  virtually  unchan 

aed  in  the  wee 

k  ended  h/ 

ay  28 

ally  adjusted  output  of  steel,  trucks,  electric 

power,  coal,  and  lumber  and  rail- 

traffic  all  increased.  Auto  production  was  c 

own,  and  crude-oil  refining, 

paper. 

perboard  output  levels  were  unchanged 

Jefore  calculation  of  the  fo 

jr-week 

average,  the  index  rose  to  195,  from  193.6.  The  index 

rose  to  194.2  for 

re  month  of  May,  from  April's  191.6  read 

n9 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc 

kDUCTION  INDICATORS 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

S/4)  thous.  of  net  tons 

1,838 

1,973# 

-1.7 

(6/4)  units 

120,805 

135, 127r# 

9.5 

j  (6/4)  units 

104,099 

1 14,093r# 

22.2 

C  POWER  (6/4)  millions  of  kilowatt-hours 

57,304 

56,752# 

6.9 

OIL  REFINING  (6/4)  thous.  of  bbl./day 

14,209 

14,144# 

1.8 

S/28)  thous.  of  net  tons 

19,957# 

19,798 

6.3 

CARD  (5/28)  thous  of  tons 

879.8# 

869.2r 

5.8 

(5/28)  thous.  of  tons 

825.0# 

8 1 1  .Or 

4  6 

I  (5/28)  millions  of  ft. 

484. 7# 

484  8 

4.7 

(EIGHT  (5/28)  billions  of  ton-miles 

22.9# 

22.6 

5.0 

5:  American  Iron  &  Steel  Institute,  Ward's  Aufomotrve  Reports, 

Edison  Electric  Institute, 

n  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA', 

Association 

can  Railroads 

Latest 

Week 

Year 

week 

ago 

ago 

!SE  YEN  (6/8) 

104 

105 

106 

,N  MARK  (6/8) 

1  67 

1  64 

1.63 

i  POUND  (6/8) 

1.51 

1.51 

1  53 

H  FRANC  (6/8) 

5.69 

5.61 

5  47 

IAN  DOLLAR  (6/8) 

1.37 

1.38 

1.28 

FRANC  (6/8) 

1.41 

1  39 

1.46 

\H  PESO  (6/8)5 

3  351 

3  323 

3.126 

s:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S. 

dollar,  exce 

Dt  for  British 

xpressed  in  dollars 

CIS 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

(6/8)  $/troy  oz. 

381.450 

386.300 

2.7 

SCRAP  16/7)  #1  heavy,  $/ton 

111.50 

122.50 

0.0 

TUFFS  (6/6)  index,  1967=100 

214  1 

217.9 

5.8 

R  (6/4)  </lb. 

106.4 

108.4 

21.0 

NUM  (6/4)  c/lb. 

64  0 

64.5 

22  4 

(6/4)  #2  hard,  S/bu. 

3.62 

3.59 

9.0 

N  (6/4)  strict  low  middling  1-1/16  in  ,  </lb 

79  54 

80  60 

41.7 

212 


May  21 

235.5r 


June 
1993 


Oct 
1993 


Feb 
19VJ 


May 
1994 


The  leading  index  increased  slightly  during  the  week  ended  May  28.  Higher 
stock  prices  and  faster  growth  rates  in  materials  prices  and  M2  barely  offset  the 
drag  indicated  from  higher  bond  yields  and  slower  growth  in  real  estate  loans.  Data 
on  business  failures  were  unavailable.  Before  calculation  of  the  four-week  moving 
average,  the  index  was  virtually  unchanged  at  236.3.  For  the  month  of  May,  the 
index  increased  to  236,  from  235. 1  in  April. 

Leading  index  copyright  1  994  by  Center  (or  International  Business  Cycle  Research 


Hi;Vll.HI.I'mW 


is:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (6/3)S&P500 

457.98 

455.80 

1.5 

CORPORATE  BOND  YIELD,  Aaa  (6/3) 

7.96% 

7.98% 

7.9 

INDUSTRIAL  MATERIALS  PRICES  (6/3) 

101  3 

1015 

6.1 

BUSINESS  FAILURES  (5/27) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (5/25)  billions 

$423.5 

$423  9r 

3.9 

MONEY  SUPPLY,  M2  (5/23)  billions 

$3,560.7 

$3,556.2r 

2.6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/2 1 )  thous  366 

367 

8.0 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

1   ^i,  iJ.n  VTJ!  'T./IHHi 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (May) 

194  2 

191.6r 

3.7 

BUSINESS  WEEK  LEADING  INDEX  (May) 

236.0 

235  lr 

8  4 

EMPLOYMENT,  CIVILIAN  (May)  millions 

122  9 

1 22.3 

2.4 

UNEMPLOYMENT  RATE,  CIVILIAN  (May) 

6.0% 

6.4% 

-20.0 

Sources:  BW,  CIBCR,  BLS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (5/23) 

$1,144.3 

$l,143.6r 

7.4 

BANKS'  BUSINESS  LOANS  (5/25) 

291.9 

292  0 

4  9 

FREE  RESERVES  (5/25) 

647r 

655r 

-41.0 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/25) 

154.1 

154.8 

-3.0 

Sources:  Federal  Reserve  (in  billions,  except  for  free  reserves,  which 
week  period  in  millions) 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (6/7) 

4.03% 

4.60% 

2.96% 

PRIME  (6/8) 

7  25 

7.25 

6.00 

COMMERCIAL  PAPER  3-MONTH  (6/7) 

4.53 

4  60 

3  2c 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/8) 

4.43 

4.51 

3.25 

EURODOLLAR  3-MONTH  (6/3) 

4  50 

4.49 

3.21 

Sources:  Federal  Reserve,  First  Boston 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
item  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r= revised     NM  =  Not  meaningful 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Adept  187 
ADP  126 

Advanced  Promotion 
Technologies  164 
Aerospatiale  112 
Aichi  Steel  Works  136 
Airbus  Industrie  66 
Air  Canada  66 
Air  China  66 
Air  France  112 
Alaron  Trading  154 
Alcatel  136,  162 
Alexander  &  Alexander  48 

Alliance  Capital 
Management  48 

Amerada  Hess  6 
American  Express  6 
American  International  48 
AMG  Data  Services  148 
Anderson  Capital 
Management  160 

Apollo  Partners  112 
AT&T  162 

AT&T  Bell  Laboratories  172 
Atlantic  Energy  186 
Auspex  130 
Automap  187 

B 


Bangkok  Bank  130 
Bank  of  New  York  142 
Banque  Nationale  de 
Paris  112 

Baring  Securities  136,  138, 

Baring  Securities 
(Japan)  158 

Barnett  Banks  46 
Bee  &  Associates  137 
Beech-Nut  Nutrition  164 
Bell  Atlantic  48,  162 
Bellcore  23,  172 
Benefon  137 
BFG  Bank  112 
BJB  International 
Equity  148 

Boeing  56,  66 
Booz,  Allen  & 
Hamilton  162 
Boston  Chicken  160 
Brasmotor  138 
British  Aerospace  66 
Broken  Hill  Proprietary  136 
Brooktrout  Technology  16 
BT  Securities  136 
Builders  Square  42 
Bundesbank  136 

Business  Travel 
Contractors  48 


Capital  Cities/ABC  160 
Capstone  Nikko  Japan 
Fund  148 
Carlyle  Group  61 
Catalina  Marketing  164 
Caterpillar  48 
CBS  40 
Centex 

Telemanagement  158 
Chase  Manhattan  112 
Chemical  Securities  120 
China  Northwest 

Airlines  56 

China  Southern  Airlines  56 

Chubb  130 

CIGNA  48 

Cisco  Systems  130 

Citibank  172 

Citicorp  61,  112, 

CNN  34 

Colgate-Palmolive  70 
Columbia  Laboratories  126 
Columbia  Pictures  40 
Commerce  Clearing 
House  130 
Compagnie  de  Suez  112 

Compania  Peruana  de 
Telefonos  130 

Continental  Airlines  16 

Continental  Cablevision  39 

Cox  Enterprises  39 

CPC  70 

Credit  Lyonnais  112 
CS  First  Boston  66,  138 

D 


Daniels  &  Associates  39 
Dean  Witter  Reynolds  30 
DeLorme  Mapping  187 
Deutsche  Bonk  54,  112 

DFA  Japanese  Small 
Company  Fund  148,  158 
Directorship  Database  6 
Disney  61 
Dreyfus  160 
Duke  Power  186 
Durban  Roodepoort  138 


Eastman  Kodak  172 
ECC  International  158 
Egghead  Software  23 
Elf  Aquitaine  136 
Engineered  Data 
Products  36 
ENI  61 
Ergenics  171 
Exxon  186 


Fairmont  Hotels  61 
Federal  Express  26 
Ferruzzi  Group  54 
F  Gavina  &  Sons  164 
Fiat  136 

Fidelity  Investments  148 
First  Boston  Asset 
Management  137 
First  Chicago  Trust  186 
Fleet  Financial  Group  120 
Fokker  66 
Fox  6 

Franklin  Templeton  Hard 
Currency  158 

G 


Gamesa  70 
GE  39 

Genentech  172 
Georgia-Pacific  36 
Gerber  Products  164 
Glaxo  184 
Glenmede  Trust  136 
Goldman  Sachs  56,  136, 
172 

Goya  Foods  70 

Grupo  Financero  Banamex- 

Accival  138 
GT  Capital 

Management  138 

H 


Hewlett-Packard  48 
Hillhaven  126 
Hitachi  136,  171 
Hoechst  136 
Holderbank 

Financiere  Glaris  136 
Hongkong  Shanghai 

Banking  130 
Hughes  Aircraft  172 


IBM  8,  48,  51,  171 

IDB  Communications  130 
Intel  48,  171 
IP  61 


Jardine  Fleming 
Securities  136 
JD  Wetherspoon  137 
Jewel  42 

John  Weland  Homes  36 


Kemper  Financial 

Services  34 
Kenner  Toys  8 
Kentile  Floors  160 
KeyCorp  46 
Kidder  Peabody  42 
King  World 

Productions  160 
Kmart  42,  160 
Kohlberg  Kravis  Roberts  6 
Komatsu  Seiren  136 
Kopp  Investment  126 
Korn/Ferry  6 


Kraft  General  Foods  8 
Kroll  Associates  54 
Kurzweil  Applied 
Intelligence  23 
Kyocera  Electronics  23 


Lebenthal  Asset 
Management  142 

Lehman  Brothers  30 

Libby  126 

Lipper  Analytical 
Services  148 

Lloyds  Bank  112 

Loomis  Sayles  142 

M 


MacLean  Hunter  39 
Magnavox  80 
Marriott  61 

Martin  Currie  Investment 

Management  130 
Martin  W  Cohen  37 
Massachusetts  Financial 

Services  126,  142 
MasterCard  187 
Matsushita  80,  171 
Mattel  8 

MCA/Universal's  8 
McCaw  162 
McCormick  164 
McDonald's  8 
McDonnell  Douglas  56,  66 
MCI  37 

Mediobanca  54 
Merck  48 

Merrill  Lynch  56,  120, 
136,  148,  152,  158 
Metro  136 

MFS  Communications  158 
MGM  112 

Micron  Technology  130 
Millipore  130 
Mitsubishi  66 
Mobil  186 
Monitrend  Gold  148 
Monsanto  172 
Morgan  Stanley  39 
Morningstar  148 
Motorola  36,  171 
Multimedia  126 
Mutual  Beacon  Fund  148 

N 


National  Steel  44 
Notional  Westminster 
Bank  112 
NationsBank  37 
NatWest  Securities  66,  160 
Nestle  70 

Neuberger  &  Berman  142 

News  Corp.  6 

News  Electronic  Data  187 

NHK  48 

NKK  44,  136 

Nomura  Securities  36 

Norelco  80 


Northern  Business 
Information  162 

Northern  Telecom  162 

Northwest  Airlines  56,  66 

Noven 

Pharmaceuticals  126 
Novis  International  172 
Nucor  44 


OfficeMax  42 
Olympia  &  York  112 
Oppenheimer  160 
Outokumpu  136 

P 


Pacific  Bell  162 
PaineWebber  44,  48,  152 
Panasonic  80 
Paramount 

Communications  160 
Paul  Kagan  Associates  39 
PepsiCo  70,  160 
Philips  Electronics  80 
Pillsbury  8 

Piper  Jaffray  Institutional 
Government  Income 
Fund  148 

Pittson  Services  126 

Pratt  &  Whitney  56,  66 

Principal  Financial 
Group  36 

Procedo  54 

Procter  &  Gamble  70 

Puget  Sound  Bank  46 

Q 


QVC  Network  160 
R 


Ramtron  International  171 

Randgold  & 
Exploration  138 

Read-Rite  160 
Rhino  Records  176 
RJR  Nabisco  6 
Road  Scholar 
Software  187 
Robertson  Stephens  148 
Rockwell  International  187 
RTZ  136 


Saatchi  &  Saatchi  48 
Salomon  Brothers  39 
Sanyo  Electric  136 
Sasea  54 

Scandinavian  Airlines  16 
Schneider  54 
Seed  136 

Sega  Enterprises  171 
Sematech  158 
Shohkoh  Fund  136 
Siemens  162 
Singapore  Airlines  66 
Skane-Gripen  137 


Skis  Rossignol  137 
Smith  Barney  42 
Snapple  158 
Socket 

Communications 
Sony  40,  136 
Soriano  138 


Southern  New  Engl 
Telephone  162 
Southwest  Airlines 
Southwestern  Bell 
Souza  Cruz  138 
Speech  Systems  20 
Standard  &  Poor's 
142 

State  Street  Reseort 
Swiss  Bank  136 
Sybase  130 
Symetrix  1 71 

T 


Target  Stores  42 
Teijin  136 
Tele-Communication 
158 

Telefonos  de  Mexio 
TF  Purifiner  171 
Time  Warner  39,  1 
Times  Mirror  39 
Tokai  Bank  142 
Toronto  Blue  Jays  1 
Toyota  48 
Travelers  6,  48 
Tri-Star  Pictures  40 
Trimble  Navigation 
Trinity  Aviation  56  ^ 
TSX  158 

Turner  Broadcasting 
U 
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Union  des  Assurancr 

Paris  112 
United  Airlines  48 
United  Capital  160 
United  Saudi  Comml'l 

Bank  61 
UPS  26 

Usinor  Sacilor  112 
U.S.  Steel  44 
U  S  West  186 
USX  44,  142 


'(Mini 


mm, 
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Vanguard/Windsor 
Fund  48,  148 
Viacom  160 
Vons  164 


Vulcan  Chemicals  1J|,|[ 
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El 
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MM 
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Ml 


Wal-Mart  70 
Warburg  Pincus 

Counsellors  130 
Warner  Bros  40 
Waterhouse  Investor  |™ 

Services  130 
Wells  Fargo  46,  13C 
Westinghouse  142  Wvtfo'lio 


6 


Yodogawa  Steel  136 
Yves  Saint  Laurent  5' 


I1  ' 
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estment  Figures  of  the  Wee 


ITARY 

i-income  investors  finally 
accept  the  idea  that  the 
s  slowing,  bond  prices 
and  interest  rates 
But  that  didn't  impress 
sstors.  U.  S.  stocks  drift- 
n  quiet  trading.  The  big 
>  overseas.  Tokyo  stocks 
to  rally,  making  another 
or  the  year.  British  equi- 
d  3.6%  for  the  week, 
ench  market,  3.4%.  The 
■iss,  and  Dutch  stock 
gged  gains  in  excess  of 
I. 


June 


BONDS 

June  2-8  June      Dec.      June     June  2-8 

  470      1700|   I   U7S  110 


THE  DOLLAR 

June      Dec.      June      June  1-8 


460  1500 


457  06 

455      1 400 


52-week  change 


1-week  change  52-week  chang 


1  -week  change 


52-week  change  1  -week  change 


+2.5% 

-0.1% 

-5.9%  +1.3% 

+2.5% 

+0.2% 

KET  ANALYSIS 

CKS 

Latest 

%  change 
Weed  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

|  INDUSTRIALS 

0MPANIES  (S&P  MidCap  Index) 
VIPANIES  (Russell  2000) 
SWISS  (Russell  3000) 

3749  5 
171.0 
249.9 
263.4 

-0.3 
-0.4 
-0.1 
-0.1 

6.8 
4.7 
8.8 
3.4 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.21% 
7.28% 
2.77% 
20.1 

4.25% 
7.38% 
2.80% 
20.2 

3.17% 
6.88% 
2.81% 
22.5 

1  STOCKS 

Latest 

%  change  (local  currency) 

TEfllMlf At  lllhlf  ATADC 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

462.0 
37.0% 
0.47 
0.99 

461.9 
35.0%r 
0.40 
1.11 

Negative 
Positive 
Positive 
Positive 

FINANCIAL  TIMES  100)  3038.2 
KKEI  INDEX)                      21,262 .0 
(TSE  COMPOSITE)  42013 

3  6 
1.0 
-2.1 

6.0 
3.3 
8.8 

STRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS 

NTH  LEADERS 

% 

1  -month 

change 

12-month 

Strongest  stock  in  group 

% 

1 -month 

change 

1 2-month 

Price 

S  AND  LOANS 

10.9 

8.1 

GREAT  WESTERN  FINANCIAL 

20  3 

15.6 

18';- 

IAL  LOANS 

9  3 

4.5 

HOUSEHOLD  INTERNATIONAL 

17.0 

2.2 

35 'A 

NE  INSURERS 

9.3 

10.0 

CIGNA 

18  3 

22  1 

72  Vs 

TER  SOFTWARE 

9.0 

21.7 

COMPUTER  ASSOCIATES  INTL. 

26.9 

47.5 

40  3A 

CENTER  BANKS 

9.0 

26  8 

CHASE  MANHATTAN 

15.6 

30.5 

39 

NTH  LAGGARDS 

% 

1 -month 

change 

1 2-month 

Weakest  stock  in  group 

%  change 
1  -month        1 2-month 

Price 

JNICATI0NS  EQUIPMENT 

-12.6 

-14.9 

DSC  COMMUNICATIONS 

36  3 

-12.0 

195/l6 

LTY  APPAREL  RETAILERS 

-9.2 

-14.3 

GAP 

-15.2 

17.4 

395/s 

'I0RATI0N  AND  PRODUCTION 

-5.6 

-26  4 

MAXUS ENERGY 

8  9 

-54.4 

41/2 

MENT  STORES 

-5.3 

2.9 

MERCANTILE  STORES 

-9.4 

0  8 

33% 

0BILES 

-5.1 

8.2 

GENERAL  MOTORS 

8  0 

21.4 

503/s 

AL  FUNDS 


MORNINGSTAR  INC 


total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

ISTER  EMERGING  AMERICAS 

Y  LATIN  AMERICA 

.L  LYNCH  LATIN  AMERICA  A 

1 2  9 
12.8 
1 1.7 

WRIGHT  EOUIFUND  ITALIAN  NATL.  FID.  EQTY. 
FIDELITY  SELECT  SOFTWARE  &  COMPUTER 
KEYSTONE  AMERICA  HARTWELL  EMERG.  GR.C 

-12.4 
-8.8 
-6.3 

>tal  return 

% 

52-week  total  return 

% 

ER  LATIN  AMERICA 
0  EMERGING  MARKETS  INSTL. 
LYNCH  LATIN  AMERICA  A 

53.0 
51.5 
49  0 

M0NITREND  GOLD 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
PILGRIM  CORPORATE  UTILITIES 

-35.5 
-23.8 
-21.7 

S&P  500 
4-week  total  return 


52-week  total  return 


IVE  PORTFOLIOS 


DRI/McGRAW-HILL 


nounts 
t  t  the  present 
$10,000 
one  year  ago 
ortfolio 

jes  indicate 
otal  returns 


llll 


Foreign  stocks 
$12,423 

-0.65% 


U.S.  stocks 
$10,591 

+0.37% 


Gold 
$10,244 

-1.83% 


Treasury  bonds 
$10,244 

+2.20% 


Money  market  fund 
$10,202 

+0.04% 


this  page  are  as  of  market  close  Wednesday,  June  8  1  994,  unless  otherwise  indicated  June  7  Mutual  fund  returns  are  as  of  June  3.  Relative  portfolios  are  valued  as  of  June  7.  A  more  detailed 
rj    ups  include  S&P  500  companies  only;  performance  ana  share  prices  are  as  of  market  close        explanation  of  this  page  is  available  on  request,  r  =  revised 
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THE  TRAGEDY  OF  THE  CLINTON  PRESIDENCY 


A pall  is  descending  upon  the  Clinton  Presidency.  Af- 
ter VA  years  in  office,  the  disparity  between  the 
ideal  and  the  real,  the  promise  and  the  product,  has 
grown  to  tragic  proportions. 

Rarely  have  the  personal  character  flaws  of  a  President 
so  eviscerated  the  policy  priorities  of  his  own  Presidency.  The 
tragedy  of  Bill  Clinton  lies  not  in  the  difficulty  of  overcom- 
ing opposition  to  his  audacious  domestic  agenda  but  in  his 
self-destructive  inability  to  focus  and  discipline  himself  and 
his  Administration  (page  34). 

A  White  House  that  is  run  as  a  frat  house  does  not  get 
things  done.  A  President  who  is  his  own  Chief  of  Staff  chokes 
on  the  details.  A  policy  team  split  into  politicos  and  profes- 
sionals flip-flops  on  issues.  And  a  man  who  talks  about  his 
underwear  on  TV  does  not  inspire  respect  or  loyalty  abroad. 

The  result,  especially  on  the  international  stage,  is  the  im- 
age of  a  President  reduced  to  a  comic  figure— indecisive,  dis- 
organized, and  given  to  trying  on  strategies  only  to  discard 
them  at  the  briefest  criticism.  It  is  ad  hoc  government,  where 
no  single  principle  appears  important  enough  to  fight  to  the 
death  for.  If  the  projection  of  power  is  key  to  any  President's 
authority,  then  this  Presidency  is  increasingly  impotent.  It 
folds  at  the  slightest  opposition,  whether  the  issue  is  per- 
sonnel appointments,  domestic  programs,  or  foreign  affairs. 
Even  tiny  Singapore  feels  it  can  mock  the  President  of  the 
United  States  by  refusing  his  personal  request  not  to  cane 
an  American  teenager. 

Clinton's  proclivities  toward  vacillation  have  progressed  to 


the  point  where  he  draws  public  criticism  for  issues 
his  making  and  for  which  his  predecessors  received  :  ■ 
piobrium.  North  Korea  started  developing  its  nuclear  w<  H 
a  decade  ago,  and  four  countries— India,  Pakistan,  Isra( 
South  Africa— "went  nuclear"  during  the  1980s.  Neither  (  1/M 
Bush  nor  Ronald  Reagan  received  any  blame  for  nuclez  1 
liferation.  Bosnia  and  Haiti  are  problems  that  previous  0 
idents  couldn't  solve,  either. 

Yet  Clinton  is  reaping  the  whirlwind  for  his  "procn  ■ 
tion"  on  these  issues  while  he  receives  little  credit  for  j 
he  has  accomplished— reducing  the  budget  deficit,  prori  I 
NAFTA  and  ( , att,  and  encouraging  reforms  of  health  cai  I 
welfare. 

Bill  Clinton  promised  to  tackle  the  hard  issues,  but  1  jja 
fumbled  in  the  execution.  The  President  is  running  KB 
Presidency.  But  that  could  change— if  the  White  WjM 
gets  its  house  in  order.  A  tough  Chief  of  Staff,  orga|^ 
lines  of  authority,  more  focus  on  critical  issues,  and  lesA  ■ 
ter  would  end  the  appalling  mess  that  passes  for  aHI 
ministration. 

On  foreign  policy,  the  President  desperately  needs  alH 
er,  more  seasoned  team.  The  country  must  have  a  Seci^B 
of  State  who  commands  respect  in  Europe  and  Asia,  JHH 
son  who  can  begin  the  serious  process  of  coming  up  «fll 
fresh,  post-cold-war  foreign  policy  for  America. 

Bill  Clinton  believes  in  personal  redemption.  Only  1#1# 
redeem  his  own  Presidency.  He  owes  it  to  himself— angfl 
nation— to  try. 


THE  REAL  IMMIGRATION  PROBLEM 


emonizing  immigrants  is  quite  the  fashion  among 
politicians  these  days.  Last  year,  the  "trouble"  with 
immigrants  was  that  they  just  weren't  learning  En- 
glish fast  enough.  Now,  it  is  said,  they've  become  welfare 
deadbeats,  costing  taxpayers  billions. 

The  truth  is,  the  700,000  to  800,000  legal  immigrants  who 
are  admitted  through  the  regular  immigration  system  every 
year  rarely  go  on  welfare.  They  tend  to  be  more  educated 
than  native-born  Americans  and  pay  more  in  taxes  than  they 
receive  in  public  benefits.  On  the  whole,  U.  S.  immigration 
policy  works  well,  and  the  nation  should  be  proud  of  living 
up  to  its  heritage. 

But  there  is  a  problem  that  stems  from  two  groups— po- 
litical refugees  and  illegals.  It  is  the  120,000  political  refugees 
fleeing  communism  or  dictatorship  every  year,  and,  to  a  less- 
er extent,  the  200,000  or  so  illegal  immigrants,  mostly  from 
Latin  America,  who  are  a  drain  on  the  public  purse. 

Political  refugees  have  a  striking  welfare  rate.  In  partic- 
ular, some  49%  of  Cambodian,  46%  of  Laotian,  25.8%  of  Viet- 
namese, and  16.3%  of  immigrants  from  the  former  Soviet  Union 
were  on  welfare  in  1990.  Not  only  do  refugees  have  a  high- 


er rate  of  welfare  use,  they  get  more  welfare  benefits- 
than  twice  what  native-born  Americans  receive  (pagel 

Any  immigration  reform  must  focus  on  those  immia 
who  are  on  welfare.  Clearly,  the  solution  to  the  illegj 
migration  problem  is  more  effective  federal  enforcemi 
the  law.  The  solution  to  the  refugee  problem  is  morel 
plex.  Government  efforts  to  aid  refugees  have  encouj 
many  of  them  to  become  mendicants.  Bringing  refuged 
fare  payments  in  line  with  standard  benefits  would  eij 
age  refugees  to  take  jobs  in  the  private  sector  while  s 
the  U.  S.  several  billion  dollars  a  year.  A  second  step 
be  to  focus  special  educational  programs  on  refugee  gr| 
Refugees  tend  to  be  much  less  educated  than  other  leg! 
migrants  or  native-born  Americans. 

The  issue  of  whom  to  let  into  a  land  of  immigrants  is  frJt' 
with  great  emotion.  The  U.  S.  has  an  obligation  to  help  w- 
such  as  the  Hmong  of  Laos,  who  were  allies  in  its  foifc 
wars.  But  even  America  cannot  take  in  all  of  the  worldlf 
litical  casualties.  It  already  accepts  more  immigrants  thi 
other  nations  of  the  world  combined.  The  stirrings  of  the  $8- 
must  be  tempered  with  the  practicalities  of  assimilatic. 
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i  '  V  l  c  e  express]  By  simply  picking  up  the  phone  in  your  room  and  dialing  ]ust  one  number,  you 
ave  access  to  every  hotel  amenity  available.  And  with  one  person  on  the  other  end  coordinating  all 

; 

;quests,  you  can  be  sure  they'll  be  handled  quickly  and  conveniently  But  be  careful,  a  phone  with  this 

i 

'  power  may  cause  delusions  of  grandeur.  For  reservation,)  call  your  travel  consultant  or  (800) 228-3000. 


f  says, "  Everyone's  attitude  was  lefs  do  top  quality  work  and  lefs  do  it  right." 
fc  ie  Livonia  Engine  Plant  turned  out  to  be  a  model  of  safety,  efficiency  and  quality 
I  ill  that  work,  Chuck  can  be  sensitive  about  the  reputation  of  the  cars  he  helps  build. 
[i  ly  natural.  He  puts  a  bit  of  himself  into  every  one  of  them. 


"One  thing  you  learn  in  racing  is  that 
they  don't  wait  for  you." 


When  he  was  14  years  old, 
Roger  Penske's  father  took  him  to  see 
his  first  Indianapolis  500.  He  hasn't 
missed  one  since.  "The  crowd,  the 
excitement— it  just  got  to  me,"  he  recalls 
"That's  when  I  said  to  myself, 
'Someday  I'm  going  to  compete  here.'" 

Eighteen  years  later  he  made  it  to 
Indy  as  the  leader  of  Team  Penske— 
"a  group  of  drivers,  engineers,  and 
mechanics  who  were  as  committed  to 


racing  is  tnai  (LOVO*^  ) 


that  it's  up  to  them  to  innovate,  to 
make  things  happen.  You  can't  just  sit 
around  and  wait." 

In  his  work,  Roger  Penske  com- 
bines a  strong  focus  on  results  with 
attention  to  detail.  "The  thing  I  like 
about  Rolex,"  he  explains,  "is  that 
they  don't  compromise  either.  If 
you're  going  to  do  something,  you 
might  as  well  be  the  best  at 
it.  That's  why  I've  worn 
\  a  Rolex  for  over  *\^f 


ROLEX 


the  challenge  of  racing  as  I  was."  Tbi^»  *y 
date,  Team  Penske  has  won  ny^\€M'  'two  decades." 
Indy  500  victories,  making  it  the  most 
successful  team  ever. 

In  addition  to  managing  his  racing 
team,  Penske  runs  an  international 
multibillion- dollar  automotive 
business.  Whatever  his 
endeavor,  he  uses  the  same 
management  techniques. 
"I  try  to  teach  my  people 

Rolex  Oyster  Perpetual  Day  Date  in  18kt  gold  with  matching  concealed  clasp  President  bracelet  and  Ivory  Pyramide  Roman  dial 
Write  for  brochure  Rolex  Watch  USA  ,  Inc  ,  Dept  348  .  Rolex  Building,  665  Fifth  Avenue,  New  York,  N  Y  10022  5383 

Rolex,  #.  Oyster  Perpetual  Day  Date  and  President  are  trademarks 
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MICROSOFT 


If  our  name 
is  foreign  to  you,  maybe  it's  be- 
cause we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others 
Cp    Together  with  Sun  Microsystems,  we  developed  the 
RISC  chip  that  brought  mainframe  power  to  desktop  comput 
g.  And  helped  make  Sun  the  leading  workstation  manufacturer 
rldwide.  cP   With  U.S.  regional  Bell  operating  companies,  we're 
1  )lutionizing  commercial  service  by  creating  the  world's  first  switch- 
id  ystem  capable  of  handling  voice,  data  and  video  over  the  public  net- 
<<.  (£)  We've  built  R&D  and  manufacturing  facilities  from  California 
ionnecticut.  Building  on  our  reputation  as  the  world's  second  largest 
nputer  company  And  creating  advances  from  the  smallest  and 
;htest  portable  pen  computers  to  some  of  the  world's  fastest 
supercomputers.  cP   We're  celebrating  over  25  years 
well-spent.  Not  so  much  on  publicity  as  on  products 
that  create  possibilities  for  the  next  25  years.  So  if 
you're  looking  for  our  name  in  the  future,  just 
look  behind  some  of  the  biggest 
names  in  America. 
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At  the  rate  we  are  going. . .  within  10  years,  more 
than  half  our  children  will  be  born  in  homes  where 
there  has  never  been  a  marriage. 

-President  Bill  Clinton,  in  his  welfare  reform  speech,  June  14 
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CYBERMANIA 


TAXES  AT  WORK 

NO  TIME  FOR 
BASE  CLOSINGS 


Would  President  Clinton 
play  politics  with  the 
bipartisan  commission  creat- 
ed to  shut  down  surplus  mili- 
tary facilities?  Nooo,  that 
would  be  wrong,  demur  the 
Clintonites.  But  don't  expect 
next  year's  round  of  base  clos- 
ings to  be  on  the  same  mas- 
sive scale  as  pre- 
vious rounds, 
since  widespread 
closings  would 
wound  1996  Dem- 
ocratic election 
chances.  Word  at 
the  White  House 
is  that  future  clos- 
ings likely  will  be 
spread  over  sever- 
al years,  minimiz- 
ing the  pain. 

Bill  Clinton  is 
exquisitely  aware 
of  the  economic— 
and  political— im- 
pact of  base  closings.  When 
Clinton  barnstormed  Califor- 
nia in  late  May,  he  heard 
pleas  at  every  stop  for  eas- 
ing the  sting  of  defense  cuts. 
At  Sacramento's  McClellan 
Air  Force  Base,  a  giant  logis- 
tics center  expected  to  be 
axed,  protesters  waved  signs 


that  read  "Save  McClellan." 

The  Pentagon  recommends 
which  bases  to  close,  the  spe- 
cial commission  chooses  the 
actual  list,  and  the  President 
must  accept  or  reject  it  all. 
In  the  three  rounds  thus  far 
under  this  system— in  1988, 
1991,  and  1993-103  facilities 
have  been  zapped. 

While  Defense  Secretary 
William  Perry  still  plans  to 
go  ahead  with  the  1995  round, 
don't  look  for  a  big  impact  in 


SO  YOU  WANNA  BE 
A  TELECOM  STAR 


First  was  SimCity,  PC  game 
software  from  Maxis  that 
lets  you  design  and  run  your 
own  simulated  city— offices, 
traffic,  and  all.  Later,  Maxis 
produced  SimAnt  (an  ant  col- 
ony) and  SimHealth  (your 
own  national  health  program). 

Now,  phone-company  execs 
can  use  similar  techniques  to 
plan  for  an  uncertain  telecom 
future.  A  Maxis  spin-off  called 
Thinking  Tools  in  Monterey, 
Calif.,  is  working  with  Coop- 
ers &  Lybrand  Consulting, 
Pacific  Telesis,  and  Nynex  on 
a  program  called  Telesim,  due 
out  later  this  year.  "These 
telephone  executives  have  no 
experience  competing,"  says 


THINKER  TOY:  Telesim  image 


Andrew  Zimmerman,  heaq 
Coopers'  infocom  unit, 
they've  got  to  learn  how."[ 

Telesim  has  players 
phone-company  CEOs,  mak 
such  choices  as  whether  1 
vest  in  cable  or  wireless, 
tomers,  competing  compan]| 
and  regulators  keep  thl 
jumping.  And  on  the  wall 
their  cyberspace  offices  i| 
sailboat  painting.  Do  well, 
sails  fill  with  wind.  Fail, 
the  boat  sinks.  John 


SLUGFESTS 


NTT:  BREAKING  IIP  IS  HARD  TO  DO 


vote-rich  California.  "This  will 
be  strictly  a  Pentagon  deci- 
sion," says  a  White  House  pol, 
struggling  to  keep  a  straight 
face.  "But  you  could  certainly 
make  a  case  that  given  the 
pain  California  has  suffered, 
more  cuts  now  are  unwise." 
Amy  Borrus  and  Lee  Walczak 


ippon  Telegraph  &  Tele- 
phone executives  keep 
beating  back  the  powerful  po- 
litical forces  seeking  to  break 
up  the  company.  Recently,  the 
champion  of  keeping  Japan's 
telecom  giant  intact,  ntt 
President  Masashi  Kojima, 
withstood  the  opposition  of 
government  bureaucrats  and 
won  a  guarantee  to  keep  his 
job  for  at  least  another  two 
years.  Kojima's  success  is  re- 


POLITICIANS  SAY  the 


A  l.  I  r  Y  CM 


iat  giving  small  busi- 
nesses a  break  on  health-care  reform  is  an  eco- 
nomic plus.  Small  companies,  noted  for 
their  job-creating  prowess,  wouldn't  be 
hobbled  by  costly  health  premiums.  Pro- 
posals on  Capitol  Hill  would  exempt  com 


IN  REALITY,  the  overall  bene- 
fit of  such  schemes  is  dubious  because 
they  likely  would  shift  costs  to  large 
corporations.  If  only  big  business  is 
'squired  to  insure,  Wyatt  consultants 
project  that  big-company  plans  will 
pick  up  an  extra  14.1  million  beneficiaries.  That's 
partly  because  lots  of  small  companies  will  drop 


panies  with  75  or  fewer  employees  from  the 
mandate  that  employers  pay  80%  of  workers' 
premiums.  Instead,  small  outfits  could  buy 
deeply  discounted  coverage,  paying  only 
•  1  %  to  2%  of  payroll,  while  the  small- 
I  est  could  skip  insuring  workers  at  all. 


their  coverage— and  legions  of  their 
workers  will  go  onto  spouses'  plans 
at  big  corporations.  Even  the  politi- 
cal appeal  of  small-business  breaks 
is  suspect.  Lobbies  such  as  the  Na- 
tional Federation  of  Independent  Busi- 
ness oppose  any  employer  mandate,  despite 
small-company  exemptions.    Mike  McNamee 


markable  because  the  gove 
ment  owns  60%  of  NTT. 

Kojima,  62,  argues  tl 
only  NTT  can  take  on  hi] 
projects  such  as  laying  fib 
optic  networks.  And  he 
bolstered  his  position  by 
nerships  with 
U.  S.  allies,  in- 
cluding Micro- 
soft. The  criti- 
cal factor  in 
Kojima's  lat- 
est victory: 
Japan's  ruling 
coalition  froze 
local  phone 
rates  to  boost 
its  popularity. 
The  Ministry  of  Posts  &  T< 
communications  had  planr 
to  offer  NTT  a  rate  hike  if| 
dumped  Kojima,  but 
freeze  undercut  the  agenc^ 

Having  won  the  battle, 
jima  may  lose  the  war. 
bureaucrats  will  keep  tryij 
to  break  NTT  into  small 
units,  feeling  that  the  gi£l 
moves  too  slowly.  A  govef 
ment  review  panel  is  to 
next  year  on  that.  MeanwhJ 
the  rate  freeze  will  stu| 
NTT's  earnings.      Neil  Gn\ 
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FOOD  FIGHTS 


WATCH  WHAT  YOU  SAY 
ABOUT  MY  RUTABAGA 


ate  broccoli?  Strawber- 
ries make  you  sick?  Bet- 
ter beware  what  you  say 
about  such  products:  Libeling 
legumes  and  other  growing 
things  could  get  you  sued  for 
big  money. 

Call  it  revenge  of 
the  vegetarians. 
States  including 
Alabama,  Geor 
gia,  Idaho, 
and  Louisiana 
have  passed 
what  law- 
makers call 
"vegetable 
disparagement 
laws.  The  move- 
ment is  becoming 
widespread.  Similar  bills  were 
considered  recently  in  Wash- 
ington, Mississippi,  and  South 
Carolina. 

Intended  to  protect  local 
farmers,  a  new  Florida  law 
is  pretty  typical:  It  allows 


THE  BIG  PICTURE 


AMERICAN  PIE 


Most  U.S.  consumers  buy 
American.  And  a  significant 
group  thinks  made-in-Japan 
means  quality.  But  how 
many  believe  country  of 
origin,  whether  American  or 
foreign,  is  a  key  factor?  It 
depends  on  the  product. 


PRODUCTS 
FOR  WHICH 
COUNTRY  OF 


ELECTRONICS      TOYS  SHOES 
31%        7%  3% 


AMERICAN    FOREIGN  DON'T 
CARE 


□ 


DAIA:  GALLUP  ORGANIZATION, 
INTERNATIONAL  MASS  RETAIL  ASSN 


1 


growers  to  sue  anyone  who 
publicly  declares  that  the 
state's  fruits,  vegetables,  and 
other  "perishable"  food  items 
are  unsafe  to  eat— if  the  claim 
can't  be  backed  up  with  scien- 
tific proof.  The  Florida  law 
goes  so  far  as  to  authorize 
both  punitive  and  triple  dam- 
ages for  intentionally  bad- 
mouthing  its  bounty. 

Such  veggie  protection  laws 
grew  out  of  the  1989  Alar 
scare  in  Washington  State. 
Unproven  claims  about 
the  chemical's  safe- 
ty cost  the  apple 
industry  alone 
some  $100  mil- 
lion as  pan- 
icked consu- 
^  mers  stopped 
%  buying. 

Far  m  e  r  s 
across  the 
^  ^ y  country  argue 
that  they  need 
the  extra  protec- 
tions. Environmentalists  and 
civil  liberties  advocates,  how- 
ever, say  the  disparagement 
laws  offend  free-speech  rights 
and  are  unconstitutional.  This 
question  is  coming  to  a  head: 
A  lawsuit  seeking  to  have  the 
Georgia  law  thrown  out  could 
decide  the  issue.  Until  then, 
you  broccoli-bashers  out  there 
take  heed.        Michele  Galen 


DRAWN  AND  QUARTERED 


CREDITWORTHY 


CARD-CARRYING 
JERSEYANS 


South  Orange,  N.  J.,  a  bu- 
colic suburb  of  17,000,  is 
poised  to  join  the  ranks  of  af- 
finity credit-card  issuers. 
That's  a  rare,  and  perhaps 
unique,  position  for  a  munici- 
pality. Village  President  Bill 
Calabrese  calculates  that,  if 
2,500  residents  use  the  South 
Orange  MasterCard,  the  town 
could  rake  in  $75,000  to 
$150,000  annually-a  decent 
addition  to  its  $16  million 
1993-94  budget.  The  extra 
money  could  hold  down 
property  taxes,  rising 


at  a  5%-per-year  clip,  and 
its  downtown  renovation 
With  an  affinity  card 
organization  gets  a  cut  o 
proceeds  every  time  its  it 
bers  make  a  charge. 
South  Orange  card,  wl 
Maryland's  Chevy  Chase  H 
is  expected  to  issue,  hal 
11.9%  rate. 

Will  it  work?  Robert 
Kinley,  who  tracks  the  c 
industry  for  RAM  Researc 
Frederick,  Md.,  says  man} 
finity  cards  flop.  The  E 
Foundation  dropped  its 
in  1991  after  three  years 
many  members  didn't 
their  bills.  Calabrese  thj 
his  citizens  are  better  en 
risks. 


THE  SPORTING  LIFE 


A  SEAT  SWITCHEROO  AT  THE  WORLD  CUP? 


Talk  about  a  kick  in  the 
head.  More  than  a  year 
ago,  Anton  Naunheimer  of 
Chicago  bought  the  highest- 
priced  tickets  available  for  the 
five  opening  games  of  World 
Cup  soccer  beginning  in  the 
Windy  City  on  June  17.  Paying 
$400  for  a  five-ticket  block,  he 
expected  a  commanding  view 
of  the  action,  somewhere  in 
the  heart  of  Soldier  Field.  But 
when  his  tickets  ar- 
rived recently,  Naun- 
heimer found  him- 
self stuck  behind 
the  goal  line, 
just  clown  the 
aisle  from  the 
cheap  seats— 
$150  per  block. 
His  plight  may  be 
shared    by  thou- 


sands    of  other 
miffed  fans. 

The  organizers 
pulled  a  stadium- 
seat  switcheroo, 
Naunheimer  al- 
leges in  a  class 
action  suit  seek- 
ing unspecified 
money  damag- 
es. Although 
World  Cup 
p  r  o  moters 
promised  sideline 
seats  to  those  placing 
orders  for  top-dollar  tickets  a 
year  ago,  it  has  since  expand- 
ed "premium"  sections  to  in- 
clude corners  and  end  zones 
as  well,  the  suit  alleges. 

Organizers  won't  comment 
or  say  if  "premium"  sections 
were  redrawn.  A  spokesman 


notes  that  si 
stadiums 
fer,  it' 
judgrm 
call  wh 
ood  se 
end.   He  s 
the  number 
complaints 
been   "very,  v< 
small"— represent 
0.5%  of  the  3.5  mill 
tickets  sold.  But  thi 
17,500  tickets,  which  li 
ly  represents  thousands 
>uyers. 

Naunheimer,  an  Austri 
born  engineer,  won't  acce 
the  explanation.  "Doling  < 
these  tickets  can't  be  that 
ficult.  I'm  being  cheated  a 
defrauded,"  he  says.  Nai 
heimer  still  plans  to  atte 
the  games.  At  least  he'll  hs 
a  commanding  view  of  t 
corner  kicks.        Greg  Bui 


FOOTNOTES 


New  musicals  on  Broadway,  1993-94  season:  6;  new  nonmusicals:  12.  New  musicals,  1968-69:  13;  new  nonmusicals:  55 
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The  newer, 

faster,  better 

HP  LaserJet  4  Plus. 


Twelve  pages  per  minute.  A  faster 
RISC  processor.  And  an  advancement 
that  returns  the  use  of  your  PC  more 
quickly.  All  with  HP's  superior  600-dpi 
print  quality.  What  are  you  waiting  for? 

The  new  HP  LaserJet  4  Plus  printer 
delivers  even  greater  performance 
than  its  groundbreaking  predecessor, 
the  LaserJet  4.  And  it  does  so  for  the 
same  price.  Only  $1,839  U.S.  list. 

See  your  Yellow  Pages  for  a  dealer 
near  you.  Move  up  to  the  new  HP 
LaserJet  4  Plus,  or  to  the  LaserJet  4M 
Plus  for  mixed  environments  and  net- 
works. And  move  on  to  your  next  project 

You  do  your  job.  We'll  do  ours. 

HP  LaserJet  Printers 


[^HEWLETT® 
ft>£J  PACKARD 


'-LASERJET,  Ex,  8197.  Or  call  1-800-964-0707  foi  .,  f, 


faxod  data  sheet.  In  Canada,  call  1-800-387- 
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HEINZ  SETS 

THE  RECORD  STRAIGHT 


We  are  disturbed  by  the  number 
of  basic  errors  in  your  article' 
"The  new  life  of  O'Reilly"  (People,  June 
13).  The  following  are  some  examples: 

■  Your  report  that  William  R.  Johnson 
is  "still  not  on  the  board"  of  directors  de- 
spite the  fact  that  he  and  William  C. 
Springer  were  nominated  in  last  year's 
proxy  and  elected  at  last  September's 
annual  meeting. 

■  U.  S.  consumers  have  "turned  away 
from  the  company's  premium  price 
brands."  The  market  shares  of  our  big 
brands  in  Ore-Ida,  StarKist,  9-Lives,  and 
Heinz  ketchup  have  increased.  Overseas, 
Plasmon  and  Heinz  baby  food  in  the 
U.  K.,  Canada,  Australia,  and  New  Zea- 
land have  also  grown.  Heinz  has  18  pow- 
er brands  around  the  world,  each  with 
over  $100  million  in  sales.  O'Reilly  clear- 
ly did  not  "concede"  that  our  brand- 
oriented  strategy  isn't  working  when  it 
clearly  is. 

■  In  his  interview,  O'Reilly  twice  con- 
firmed that  he  had  been  rocked  by  an 
earthquake  in  Bombay,  but  you  reported 
him  in  Calcutta,  1,000  miles  away. 

■  You  describe  food  service  as  "deadly 
dull."  What  is  "deadly  dull"  about  5% 
growth  per  year  and,  when  on  any  given 
day,  half  the  adult  population  is  dining 
on  food-service  products. 

■  Regarding  baby  food,  you  omit  point- 
ing out  that  Sandoz'  acquisition  of  Ger- 
ber  for  30  times  earnings  actually  vali- 
dates our  previously  announced  baby 
food  growth  strategy.  You  write,  "Heinz 
will  likely  feel  the  heat  first  in  Sandoz' 
home  territory— countries  such  as  Swit- 
zerland and  France."  Suffice  to  say, 
Heinz  does  not  compete  in  these  two 
countries. 

■  You  report  that  the  Kathleen  Sulli- 
van winter  TV  ad  campaign  "bombed." 
Lower  Weight  Watchers  attendance  last 
winter  was  due  primarily  to  the  worst 
winter  in  years  and  the  California  earth- 
quake. Attendance  has,  in  fact,  shown  a 
positive  response  to  the  Kathleen  Sulli- 
van campaign  post-Easter. 

■  Fourteen  Research  Corp.  is  not  one  of 
our  "largest  institutional  shareholders." 


CORRECTIONS  &  CLARIFICATIONS 


Contrary  to  the  assertion  in  "MCI  o 
lects  on  1-800-C-O-L-L-E-C-T"  (Inf( 
mation  Processing,  June  13),  MCI  d 
not  charge  callers  who  misdialed 
number  for  rival  AT&T  and  reachi 
MCI  instead. 


Sears,  Roebuck  &  Co.  says  that 
though  it  is  reviewing  its  desktop  o 
erating  system,  it  is  not,  as  stated 
"IBM  rides  into  Microsoft  country"  ( 
formation  Processing,  June  6),  plaL  ■ 
ning  to  stop  using  IBM's  OS/2  softwal 
on  the  5,000  computers  in  its  mercha 
dise  group. 


iment  of 


Although  we  would  welcome  it  as 
shareholder,  current  listings  of  our  ini 
tutional  shareholders  don't  include  it, 

Ted  Smj  i 

Vice-President,  Corporate  Affa  rj  • 
H.  J.  Heinz  ( )] 
PittsbuiP 

he  1 


ms  can  bt 


Ferv  ms 


jj  iy  has  pit 
i 


Editor's  note:  The  Heinz  story  contain 
a  number  of  errors.  The  story  was  ivro  !J  ™ 
regarding  Johnson's  board  service, 
site  of  the  earthquake,  and  Heinz's  prjto 
ence  in  Switzerland  and  France.  Oth  ■• 
errors  were  an  assertion  that  the  inve  fly  i!  '<'<■ 
ment  by  O'Reilly's  Fitzwilton  PLC  in  H 
terford  Wedgwood  is  its  largest  (It  riod  i 
No.  2)  and  the  statement  that  O'Reilly  ofil 
a  director  of  General  Electric  Co.  (He 
a  director'  of  an  unrelated  U.  K.  compai  r 
General  Electric  Co.  PLC).  The  menti 
of  Fourteen  Research  Corp.,  which  f< 
lowed  a  sentence  quoting  an  uniden 
fied  institutional  investor,  wasn't  inten 
ed  to  assert  that.  Fourteen  Research  is 
investor. 


ANGLES  ON 
JUDGING  DESIGN 


BIBB 


i  id  i 


Congratulations  to  Bruce  Nussbau « < 
for  showing  us  just  how  subjectii  mil 
design  competitions  can  be  ("Winners - 
Annual  Design  Awards,  June  6).  While  i 
applaud  the  efforts  of  business  wee[, 
and  the  Industrial  Designers  Society 
America  to  intelligently  review  design; 
impact  on  business,  it  is  somewhat  iro; 
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I  each  year  it  is  left  to  the  subjec- 
ldgment  of  a  handful  of  designers 
.  the  business  community  what  is 
A  md  what  is  bad  design.  While  this 
■  jury  may  have  been  unusually  di- 
ll I  am  certain  that  it's  not  the  first 
m  :he  "pragmatists"  battled  the  "de- 
J  esthetes"  for  superiority. 

William  H.  Faust 
Vice-President 
Fitch  Inc. 
Columbus,  Ohio 


II  IfYING  CALPERS'  ROLE 
H  USE  CASCADE 


|I  -ating  that  Dale  Hanson  of  the  Cal- 
II  nia  Public  Employees'  Retirement 
J  m  "played  a  role ...  in  the  early 

■  tment  of  Boise  Cascade's  John 
J  BUSINESS  WEEK  erred  ("Corporate 
J  irs  can  breathe  easier,"  In  Busi- 
1  This  Week,  May  30).  It's  implied 
J.  ?evy  was  pressured  by  Boise  Cas- 
i| ;  board  to  retire. 

I  -y's  decision  to  retire  was  his  alone 
it  ipproved  by  the  board.  It  was  a 
it  on  he  postponed  for  several  years 

II  he  led  the  company's  fight  to  min- 

■  the  effects  of  depressed  prices  for 
sj  y  grades  of  paper. 

i  y  has  provided  outstanding  leader- 
id  ;o  Boise  Cascade  Corp.  during  his 
Mars  as  CEO.  When  he  steps  down 
«.ly  29,  he  will  have  guided  the  com- 
as through  the  most  difficult  econom- 

■  -iod  in  its  history  and  prepared  it 
iff  jfit  from  a  recovery  in  paper  pric- 
>i  hich  we  have  reason  to  believe  is 
i  •  way. 

Anne  L.  Armstrong,  Chairman 
Committee  of  Outside  Directors 
Boise  Cascade  Corp. 
Armstrong,  Tex. 

1  r's  note:  BUSINESS  WEEK  never  in- 
to d  to  imply  that  Boise  Cascade's 
m  I  pressured  Fery  to  retire  early. 
£«  1992,  however,  CalPERS  has  been 
It  i  critical  of  the  company,  and  Han- 
as  met  with  management  and  some 
outside  directors. 
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IF  YOU  KNEW  HOW  EASY 
IT  IS  FOR  YOUR  JOB  APPLICANTS 
TO  BEAT  URINALYSIS  DRUG  TESTING, 
YOU'D  BE  OUTRAGED! 


If  your  employees  ore  using  drugs,  you  should 
be  angry.  If  you're  paying  for  a  cheaper  testing 
system  that  applicants  can  "beat,"  you  should  be 
furious! 

Studies  have  shown  that  employee  drug  use  can 
cost  a  company  from  $7,000  to  $10,000  a  year 
per  employee.  However,  since  urinalysis  detects 
most  drug  use  for  only  3  days,  applicants  and 
employees  can  "slip  through"  conventional  drug 
testing.  And  that's  a  problem. 

If  you're  really  serious  about  a  drug-free  workplace,  let's  discuss  the  facts. 
For  more  information,  call  1  -800-522-7424. 


Using  a  small  sample  of  human  hair,  the 
Psychemedics  Corporation  proprietary  drug  test 
con  detect  illicit  drug  use  during  the  previous 
90  days!  With  its  significantly  superior  detection 
rate,  this  proven,  no-nonsense  testing  method 
also  provides  a  powerful  up-front  deterrent. 
What's  more,  sample  collection  is  far  less  de- 
meaning and  embarrassing  for  your  employees. 
These  are  some  of  the  reasons  why  more  than 
350  corporate  clients  across  the  country  use  the 
Psychemedics  hair  test  for  drugs  of  abuse. 


Psychemedics 
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WHEN  CALCULATORS 
CAN  BE  A  REAL  PLUS 


Click  on  the  right  icon 
when  using  Windows  or 
a  Mac,  and  a  familiar 
image  will  appear  on  the 
screen:  a  calculator,  ready  to 
solve  your  math  problems  at 
the  click  of  a  mouse. 

Why  is  this  bit  of  retro- 
technology  kept  readily  at 
hand  in  leading-edge  software? 
Because  for  many  everyday 
math  chores,  a  calculator  is  a 
much  better  tool  than  a  com- 
puter—and a  real  calculator  is 
easier  to  use  than  an  on- 
screen simulation.  You  prob- 
ably use  a  calculi 
to  balance  your 
check- 

\> 


spreadsheet  such  as  Lotus 
1-2-3  is  only  a  bit  easier.  But 
on  a  financial  calculator,  such 
as  the  Hewlett-Packard  19B  II 
Business  Consultant,  you  just 
follow  the  menus. 

Computer's  are  ideal  for  re- 
petitive tasks.  If  you  trade 
bonds  or  do  cash-flow  analysis 
regularly,  you  can  use  a 
spreadsheet  template  setup 
for  the  job.  But  the  calcula- 
tor is  the  king  of  the  one-shot 
job.  As  long  as  your  computa- 
tion fits  one  of  the  many  pro- 
grams built  into  the 
device,  all  the  diffi- 
cult setup  work  has 
already  been  done 
for  you. 

HP  offers  the 
cream   of  the 
crop  in  busi- 
ness calcula- 
tors. Its  top- 
of-the-line 
19B  II  (list 


book  or  tote  up  your  expense 
report.  For  many  financial 
computations,  a  specialized 
business  calculator  is  just  the 
thing. 

Say  you're  thinking  about 
buying  a  10-year  bond  that's 
callable  in  five  years,  mean- 
ing the  issuer  can  pay  the 
bond  off  even  if  you'd  just  as 
soon  keep  getting  the  inter- 
est until  it'  matures.  The  se- 
curity carries  a  G'A%  coupon 
and  is  priced  at  9814.  How 
does  the  yield  to  maturity 
compare  with  the  yield  to  call? 
Working  this  out  with  a  pad 
and  pencil  would  give  most 
people  a  headache.  Using  a 


FOUR  SOLID  CALCULATORS 


HEWLETT-PACKARD  (Shown) 
Business  Consultant  1 9B  II 

$175 

HEWLETT-PACKARD 

1 7B  II  Financial 

$110 

TEXAS  INSTRUMENTS 

Business  Analyst  BA  II  Plus 

$39 

TEXAS  INSTRUMENTS 

BA  Real  Estate 

$49 

price  $175)  and  the  $U0  17B  II 
can  handle  a  wide  range  of  fi- 
nancial and  statistical  challeng- 
es. While  the  two  units  have 
similar  capabilities  and  can 
send  a  hard  copy  of  their  work 
to  a  printer  ($135)  over  a  wire- 
less link,  a  bigger  display,  full 
alphabetic  keypad,  and  better 
key  layout  make  the  more 
expensive  and  slightly  larger 


19B  II  worth  the  extra  cost. 

The  feature  that  can  quick- 
ly make  you  an  expert  user 
of  advanced  features  is  a  row 
of  six  "soft  keys"  across  the 
top  of  the  keypad.  The  labels 
that  appeal'  above  these  keys 
change  as  you  go  through  the 
menus.  For  example,  when 
you  first  turn  the  unit  on,  the 
rightmost  soft  key  is  labeled 
"fin"  for  "financial."  Press  it, 
and  the  label  changes  to  "tvm" 
for  time  value  of  money,  then 
"n"  for  the  number  of  periods. 

You  can  also  program  the 
calculators  to  handle  virtual- 
ly any  financial  or  statistical 
computation  with  one  touch. 
But  unless  you  need  the  por- 
tability of  a  calculator  you  can 
slip  into  your  pocket,  you'll 
probably  find  it  easier  and 
faster  to  save  your  specialized 
calculations  for  a  spreadsheet 
on  your  computer. 
problem  solver.  The  HP  cal- 
culators have  been  around 
since  1990,  but  they  only  show 
their  age  in  a  few  insignifi- 
cant ways.  For  example,  the 
list  of  available  depreciation 
methods  includes  the  acceler- 
ated cost  recovery  system, 
which  was  chucked  out  of  the 
tax  code  in  1986.  But  the  units 
can  handle  all  depreciation 
methods  allowed  by  current 
tax  law  and  accounting  prac- 
tices. The  instruction  books 
are  also  a  bit  dated,  with  ex- 
amples featuring  prodi- 
gious interest  rates  that 
will  bring  back  memo- 
ries of  the  bad  old  days. 

If  you  want  a  finan- 
cial calculator  but  don't 
need  the  power  of  the 
HPs,  consider  Texas  In- 
struments' Business  An- 
alyst line.  The  $39  BA 
II  Plus  can  handle  most 
of  the  functions  of  the 
HP,  though  it's  nowhere 
near  as  easy  to  use.  For 
$10  more,  you  can  get  a  ver- 
sion that  specializes  in  real  es- 
tate calculations. 

Calculators  may  lack  the 
high-tech  appeal  of  the  latest 
Pentium  computer.  But  turn- 
ing to  your  computer  for  basic 
tasks  is  like  using  a  chainsaw 
to  prune  roses.  The  right  tool 
for  the  job  isn't  always  the 
most  powerful.  S.W. 


BULLETIN  BOAR 


BUSINESS  NEWS 
ELECTRONIC  CUPPINGS 

Are  you  missing  news  tha 
important  to  your  busines 
but  not  to  be  found  in  the 
daily  papers  you  read?  In 
vidual  of  Cambridge,  Mas' 
scours  databases  containr 
hundreds  of  news  sources 
provide  a  customized  dail~ 
clipping  service  called  Fir 
You  specify  the  subjects 
relevant  information  can 


delivered  directly  into  a 
company's  e-mail  system. 
While  information  service 
such  as  CompuServe  offer 
do-it-yourself  electronic 
newspapers,  First!  draws  < 
a  broader  variety  of  source 
including  regional  papers 
and  specialized  newsletter 
And  it's  there  on  your  elec- 
tronic doorstep  every  mon 
ing.  But  such  service  does 
come  cheap:  Annual  e-mail 
subscriptions  for  up  to  10 
readers  start  at  $6,250. 

E-MAIL 
PRODIGY  AIMS  TO  PLEASE 


Relief  is  available  for  Prodi 
gy  users  frustrated  with  th 
service's  clunky  e-mail 
system.  In  addition  to  get- 
ting a  much  easier-to-use 
interface,  Prodigy  custom- 
ers who  choose  to  use  the 
special  version  of  Connect- 
Soft's  E-Mail  Connection  fo 
Windows  option  can  save 
money  by  reading  and  com 
posing  messages  off-line. 
The  program  can  be  down- 
loaded for  $14.95. 


Questions?  Comments?  techondufS'mgh.com  on  Internet  or  fox  (202)  383-2125 
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Vow  the  card  that's  everywhere  you  want  to  be 
ets  you  call  once  you  get  there. 


Introducing  the  VisaPhone" 
Calling  Cord  Service  from  Sprint 


Now  traveling  is  even  easier  because  you  can 
consolidate  all  your  travel  expenses  onto  your  Visa* 
statement  and,  in  the  U.S.,  enjoy  a  25%*  savings 
compared  to  AT&T  calls. 

It's  the  new  VisaPhone  calling  card  service.  And 
it's  easy  to  use  because  your  VlSAPHONE  number  can 
be  your  phone  number  plus  a  four-digit  code. 

All  Visa  cards  have  VlSAPHONE.  You  can  activate 
yours  immediately  by  calling  1-800-240- VISA  today. 


Sprint  VISA 


It's  everywhere  you  want  to  be. 


*Save  25%  compared  to  AT&T  per-minute  standard  interstate  calling  card  rates  when  you  select  the  Visa  billing  option. 
As  with  most  calling  cards,  a  standard  calling  card  surcharge  applies  to  all  calls  made  using  the  VisaPhone  calling  card  service.  ©Visa  U.S.A.  Inc.  1994 
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THE  AGENDA:  INSIDE  THE  CLINTON  WHITE  HOUSE 

By  Bob  Woodward 

Simon  &  Schuster  •  352pp  •  $24 


THE  STORY  THAT 
WOODWARD  DIDN'T  GET 


B 


ob  Woodward  is  building  a  reputa- 
tion as  the  Proust  of  policy 
wonks.  His  latest  effort  details- 
down  to  the  last  Frito— the  Clinton  Ad- 
ministration's 1993  battle  of  the  budget. 
Woodward  recounts  the  White  House's 
inner  struggle  over  whether  to  ditch 
Clinton's  campaign  promise  to  cut  taxes 
for  the  middle  class.  He  lays  out  just 
how  the  President  abandoned  that 
pledge  and  instead  spent  precious  po- 
litical capital  on  tax  hikes  and  deficit 
reduction. 

The  focus  of  The  Agenda:  Inside  the 
Clinton  White  Home  is  en- 
tirely process.  This  is 
nothing  but  sausage-mak- 
ing—the tale  of  a  bunch 
of  white  guys  who  stay 
up  late  arguing  about  the 
relative  merits  of  the  gas 
tax  vs.  a  broad-based  en- 
ergy tax.  There  is  no 
analysis  and  no  sense  of  a 
world  beyond  Pennsylva- 
nia Avenue.  Woodward 
just  recreates  life  in  the 
abattoir. 

The  reporting  is  admir- 
able. As  always.  Wood- 
ward, who  interviewed 
more  than  250  people,  dis- 
plays an  amazing  ability 
to  get  his  sources  to  say 
things  they  shouldn't.  He 
accomplishes  that  in  part  by  guarantee- 
ing them  anonymity.  But  the  complete 
lack  of  sourcing  makes  it  difficult  to 
judge  his  veracity. 

Woodward  kicks  off  with  some  pillow 
talk  between  the  Clintons  in  the  summer 
of  1991— Hillary  urging  Bill  to  run  for 
President.  It's  an  old  journalist's  trick: 
When  you  don't  have  real  news,  dazzle 
'em  with  the  details.  Wow,  the  reader 
will  say,  he  even  got  into  bed  with  the 
President  and  the  First  Lady. 

The  book  has  three  major  flaws.  The 
first  is  that  it  breaks  little  ground.  We 
learn  that  the  White  House  under  Chief 
of  Staff  Thomas  F.  "Mack"  McLarty  III 
is  a  disorganized  mess,  that  Bill  Clinton 
has  a  volcanic  temper,  and  that  Hillary 
Rodham  Clinton  is  a  powerful  force.  We 
discover  that  Clinton's  political  advisers 
struggled,  but  failed,  to  keep  his  focus 
on  the  middle-class  tax  cut.  And  we 


learn  that  Alan  Greenspan  wanted  the 
new  Administration  to  cut  the  deficit. 
Any  careful  reader  of  the  daily  newspa- 
per has  known  these  things  for  18 
months. 

The  second  problem  is  that  Wood- 
ward does  nothing  to  put  the  goings-on 
in  the  Clinton  White  House  in  historical 
context.  Veterans  of  the  Reagan  Admin- 
istration are  chuckling  aloud  at  Wood- 
ward's account  of  in-fighting  among  the 
Clintonites.  To  them,  these  disputes  are 
schoolyard  squabbles. 

Policy  disagreements?  Nothing  here 


WW  hile  the 
Clintonites  argued, 
the  deficit  and  the 
bond  markets 
wrote  the  budget 


compares  with  1982,  when  top  Treasury 
aides  were  secretly  negotiating  with 
Congress  over  a  massive  tax  hike,  even 
as  the  Gipper,  in  blissful  ignorance,  was 
extolling  the  previous  year's  tax  cut. 

Volcanic  temper?  As  far  as  we  know, 
Clinton  isn't  bugging  the  home  phones  of 
his  own  aides,  as  Richard  M.  Nixon,  en- 
raged about  press  leaks,  did. 

Ego  battles  among  staffers?  Wood- 
ward gives  us  nothing  that  compares 
with  the  behavior  of  Bush's  budget  di- 
rector, Richard  G.  Darman,  who  set  out 
to  do  no  less  than  destroy  all  those  who 
disagreed  with  him.  Indeed,  any  long- 
time observer  of  the  Washington  scene 
will  tell  you  that  the  Clintonites  seem 
remarkably  cohesive,  at  least  compared 
with  their  predecessors. 

But  the  biggest  flaw  of  all  is  Wood- 
ward's theory  of  how  Clinton  came  to 
abandon  a  middle-class  tax  cut  in  favor 


of  deficit  reduction.  He  postulates  the  '* 
Clinton  became  a  deficit  hawk  largel 
because  of  pressure  from  Federal  R< 
serve  Board  Chairman  Greenspan.  Bu 
that  was  only  part  of  the  story. 

For  all  the  attention  give 
Greenspan's  role  in  news  stories  abou 
the  book,  The  Agenda  details  a  gran 
total  of  four  meetings  between  Clinto 
and  the  Fed  chairman,  one  of  which  too 
place  well  after  passage  of  the  deficit-re 
duction  plan.  And  at  each,  Clinton  hear 
little  more  than  the  speech  Greenspa 
had  been  giving  for  years,  filled  wit 
dire  warnings  about  the  risks  of  contir  | 
ued  high  deficits.  Greenspan  made  n 
promises.  There  was  no  quid  pro  qu 
—at  least  none  that  Woodward  discov 
ers.  Greenspan  merely  warned  that  ree 
long-term  rates  would  remain  hig 
unless  the  deficit  was  brought  unde 
control 

It's  not  as  if  Greenspan  was  the  onl;"1' 
one  pushing  Clinton  to  tackle  the  deficit 
The  new  President  wa 
feeling  tremendous  pres 
sure  to  act  from  his  owi 
economic  team,  including 
senior  adviser  Robert  El; 
Rubin,  Treasury  Secre' 
tary  Lloyd  M.  Bentsen 
and  Budget  Director  Leoi 
E.  Panetta.  At  the  sarm1 
time,  much  of  Congres 
and  the  political  ghost  o 
Ross  Perot  were  forming 
a  powerful  Greek  chorus1 
chanting  from  the  wings 
"Cut  the  deficit. 

Then  there  was  th*r 
bond  market.  The  Clinton 
ites  got  their  first  whif 
of  that  world  even  befonlfv 
the  election— in  October  1 
1992.  The  market  finally 


figured  out  that  the  Democrats  woulC 


probably  win  and,  at  the  same  time,  go' 
wind  of  a  rumor  that  Clinton  would  pus! 
an  $80  billion  stimulus  plan.  Not  surf* 
prisingly,  the  market  tanked,  throwing 
real  scare  into  the  economic  team-to-be 

In  the  end,  though,  Clinton  cut  thi; 
deficit  because  he  had  no  choice.  Ever 
during  the  campaign,  there  was  a  senst 
of  inevitability  about  the  need  to  focus; 
on  budget-cutting.  It  took  the  Washing 
ton  pundits  months  to  figure  this  out 
but  the  public  had  it  nailed  from  th( 
first.  Voters  never  believed  Clinton 
promise  to  cut  taxes,  which  the  Demo 
cratic  candidate  spent  the  last  weeks 
his  campaign  backtracking  on,  anyway. 

It  wasn't  because  Clinton  didn't  want 
to  cut  taxes.  He  did.  But  he  knew  that 
like  Bush,  Reagan,  and  Carter  befort 
him,  he  would  be  defined  in  large  part 
by  the  budget  issue.  He  had  to  tackk 
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I  icit  in  his  first  days,  because  if  he 
I ,  his  entire  Administration  would 
|  een  haunted  by  the  failure. 
I  ;tta  and  Bentsen  had  been  say- 
years  that  the  biggest  danger 
I  ieficit  was  not  the  short-term  ec- 
■  cost,  but  the  way  it  crippled  pol- 
I  ing.  And  that  would  never  have 
I  lore  true  than  for  Bill  Clinton, 
a  ment  activist.  Health  care,  wel- 
s  form,  trade:  Each  of  these  pro- 
1  will  cost  money.  Even  today,  Clin- 
:  struggling  to  come  up  with  ways 
|  for  them.  Imagine  what  his  life 
I  be  like  if  every  time  he  raised 
those  issues,  half  the  Democrats 
the  Republicans  on  Capitol  Hill 
howling  about  the  out-of-control 
He  would  become,  like  George 
a  prisoner  of  the  budget  debate, 
is,  the  deficit  is  still  more  than 
llion.  Yet  it  is  largely  a  nonissue, 
to  the  tough  choices  Clinton 
dl  n  his  first  days  in  office. 
A|  dward,  the  earnest  stenographer, 
all  this.  But  he  does  capture  Clin- 
nself— always  questioning,  never 
i,  desperately  seeking  one  last 
ost  of  all,  Woodward's  Clinton  is  a 
'ho  can't  abide  making  enemies, 
Iways  looks  to  find  a  middle 


book  also  captures  the  White 
?  growing  obsession  with  the  bond 
fc,  In  Woodward's  telling,  young 
;,  many  self-styled  populists,  found 
slves  suddenly  mesmerized  by 
urves  and  basis  points, 
t  fascination  with  interest  rates 
;s.  But  circumstances  have 
;d.  The  budget  debate  took  place 
mvironment  of  falling  rates.  Now, 
le  expansion  well  along,  long  rates 
igain  headed  up— back  to  where 
'ere  when  Clinton  took  office.  So 
spite  occasional  bursts  of  frustra- 
he  Clintonites  grin  and  bear  it. 
span's  Fed  raises  rates,  and  Clin- 
Vhite  House,  which  bet  early  and 
on  the  stimulus  of  monetary  poli- 
jes  for  the  best.  Clinton  lived  by 
momy  in  1992  and  1993.  And  he'll 

die  by  the  economy  in  1996. 
ause  he  is  interested  only  in  pro- 
Voodward  misses  a  final,  delicious 

In  his  campaign,  Clinton  prom- 
o  cut  taxes,  hike  spending,  and 
ate  the  economy.  Instead,  he 

taxes  by  $250  billion  over  five 
-and  watched  in  amazement  as 
onomy  boomed,  an  outcome  that 
e  adviser  had  predicted.  If  nothing 
Clinton's  experience  reinforces  an 
iw  of  politics.  It  is,  indeed,  better 
lucky  than  good. 

BY  HOWARD  GLECKMAN 
tor  Correspondent  Gleckman  has 
catching  Presidents  struggle  with 
ficit  for  20  years. 


Mind, 


Yon  arrive,  feeling  both  assured  and  inspired  by  clear  blue  skies 
and  Vermont's  Green  Mountains.  Should  you  explore  or  absorb? 

You  defer  to  your  senses  and  choose  your  place  in  the  sun. 


ODY 


Your  sunrise  walk  together  brought  it  all  back. 
He  even  asked  to  join  you  for  aerobics. 

You  lose  doubles  6-4  and  are  both  still  smiling. 


GUI 

You  feel  renewed,  relaxed  and  whole.  Everything  is  better, 
inside  and  out. 


Life  is  good. 


Please  call  1-800-451-8686 

or  contact  your  travel  professional. 
Rates  from  89*  Per  person/per  night/ 
double  occupancy.  Inquire  about  our  special 
Spa  and  Tennis  Packages,  featuring 
our  world  renowned  Tennis  Program. 


TOPNOTCH 

AT  STOWE 
RESORT  AND  SPA 


Vermont's  Premier  Four  Star,  Four  Diamond  Resort. 

P.O.  Box  1458.  On  the  Mountain  Road,  Stowe,  VT  05672 
802-253-8585  Fax:  802-253-92M 


Ijxus  and  era 


extra.  Now  through  October  9, 1994. 


Intel 


INTEL  CORPORATIO 


Intel  is  the  world's  largest  semicon- 
ductor manufacturer  and  principal 
supplier  of  microprocessors  to  the 
"new  computer  industry"  -  an  indus- 
try in  which  many  key  products  are 
all  built  around  the  PC  architecture 
standard. 


Intel  supports  the  computing  industry's  needs  for  strategic 
products  that  provide  performance,  mobility,  connectivity 
and  personal  conferencing.  The  company  does  this 
through  investing  heavily  in  internal  design,  manufacturing 
and  development  capabilities,  while  driving  the  evolution 
of  new  generations  of  high-performance  products. 


iconomic  Viewpoint 


SURE,  FIGHT  INEQUALITY, 
BUT  SET  THE  MARKETS  FREE 


BY  RUDI  DORNBUSCH 


In  emerging  nations, 
laissez-faire  rapidly 
sparks  growth — 
and  democracy. 
The  state  should 
concentrate  on 
financial  stability 
and  policies  that 
promote  equal 
opportunity  for  all 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


South  Africa's  new  political  constellation 
should  move  along  the  same  liberal 
track  as  India  and  Argentina:  shock- 
treatment  stabilization,  uncompromising  elim- 
ination of  pervasive  big  government,  deregula- 
tion, and  opening  of  the  economy  to  achieve 
free  markets. 

I  use  liberal  here  in  the  European  sense  of 
the  laissez-faire  of  unfettered  markets,  not 
the  Massachusetts  left  sense  of  "I  am  from 
the  government,  I  am  here  to  help  you."  We 
economists  call  it  neoliberalism.  But  by  what- 
ever name,  by  itself  it  is  not  enough.  Soci- 
eties cannot  function  by  rat  race  alone.  There 
is  a  need  for  policies  and  laws  that  mitigate  in- 
equality. Striking  the  correct  balance  between 
free  markets  and  a  role  for  the  state  to  assure 
the  prerequisites  for  social  stability  and 
progress  is  tricky:  Chile  is  a  winner,  while 
Russia  and  Brazil,  with  their  uncontrolled  free- 
for-all,  are  dysfunctional. 

The  experience  of  the  past  decade  is  that 
where  governments  allow  markets  and  people 
to  decentralize  decisions,  progress  comes  about 
surprisingly  fast.  Moreover,  democracy  flour- 
ishes. Just  look  at  the  success  of  the  new 
Czech  Republic.  But  the  question  of  the  cor- 
rect economic  model  is  as  acute  as  ever.  Here 
are  four  examples: 

■  In  Brazil's  forthcoming  elections,  the  voters 
must  choose  between  a  traditional  elite,  which 
by  now  supports  a  watered-down  liberal  agen- 
da, and  the  stark  challenge  of  a  left-wing  can- 
didate, Luis  Inacio  Lula  da  Silva,  whose  single 
message  is  social  justice.  Lula  is  no  fool.  He 
correctly  likens  Brazil  to  South  Africa,  with 
80%  of  Brazilians  politically  and  economically 
left  out.  Putting  them  at  the  center  of  politics 
is  his  priority.  Unfortunately,  he  proposes  to 
accomplish  this  with  outworn  models  of  big 
government:  a  closed  economy,  no  attention  to 
stable  finance,  and  the  familiar  emphasis  on 
wages.  The  last  time  we  heard  that  siren 
song,  the  singer  was  Alain  Garcia  in  Peru, 
and  before  that,  Salvador  Allende  in  Chile. 

Even  so,  Lula  isn't  the  greatest  threat  to 
the  Brazilian  economy.  The  elite  is  respon- 
sible for  the  prevailing  hyperinflation.  Meas- 
ured by  the  havoc  it  has  caused  to  date,  the 
elite  is  even  more  of  a  threat.  Brazil  needs  sta- 
bilization and  reform,  but  much  of  the  reform 
must  be  directed  at  social  progress. 

■  In  Venezuela,  President  Rafael  Caldera  Ro- 
driguez won  office  as  a  compromise  candidate 
and  has  tried  to  govern  in  the  same  way, 
fudging  here  and  there,  using  populist  models 
of  the  1950s.  Even  before  he  was  sworn  in, 
Caldera  questioned  the  need  to  service  the 
country's  external  del  it  at  a  time  when  large 


deficits  had  to  be  financed  by  new  bon 
ing.  Tax  reform  and  opening  up  the  econ| 
were  put  on  hold.  Caldera  has  learned  a 
lessons  since  then,  but  not  the  central  oni 
political  leader  cannot  hide  from  taking 
central  responsibility  for  reform  and  mod| 
ization.  Argentine  President  Carlos  Me: 
boldly  turned  from  populism  to  neoliberal) 
And  his  gamble  paid  off:  The  constitution 
changed  to  allow  him  another  term.  Cal 
should  follow  Menem's  example. 

■  Indian  Finance  Minister  Manmohan  S; 
has  nudged  the  giant  subcontinent  onto  a 
of  neoliberal  reform.  India's  tradition  is  a 
ture  of  London  School  of  Economics  socia 
and  postcolonial  economic  nationalism.  A  u 
uitous  administrative  bureaucracy  and 
overzealous  legal  system  stifled  experimel 
tion  and  innovation.  Until  recently,  the  CorB' 
a  car  model  of  the  1950s,  was  the  only  tm 
on  four  wheels  in  India.  Although  Singh's  m 
economic  model  still  is  encountering  rem 
tance,  India's  800  million  people  are  breal« 
out  of  extreme  poverty  and  stagnation  as  tfl 
are  allowed  to  use  their  ingenuity  and  ar§ 
tion  to  get  ahead.  India  is  beyond  the  p« 
where  the  experiment  can  be  called  off.  [ 

■  In  Ukraine,  extreme  inflation  and  the 
lapse  of  the  state-run  economy  have  hal 
output  in  the  past  five  years.  The  Czech  ir 
el  of  stable  public  finance  and  an  open  ecc 
my  is  not  accepted.  President  Leonid  Kr 
chuk,  without  any  principles  other  than 
cling  to  power,  is  preoccupied  with  survivin 
July  election.  And  then  what?  Without  an 
yielding  commitment  to  reform,  Ukraine 
slip  into  economic  and  political  chaos.  That 
threat  not  only  to  the  52  million  Ukraini; 
but  to  all  of  Europe.  Uncompromising  refc 
and  stabilization,  however  difficult,  are 
only  way  out. 

In  1948,  when  the  postwar  West  Gem 
economy  was  stymied  by  price  controls,  ET 
nomics  Minister  Ludwig  Erhard  used  a  l 
ment  when  the  Allied  supervisors  were  ' 
watching  to  remove  all  controls.  The  occupy  It 
Allied  leaders  were  shocked.  "Herr  Erha 
my  advisers  tell  me  you  are  making  a  t 
rible  mistake,"  expostulated  U.  S.  General  1« 
cius  Clay.  "Don't  listen  to  them,"  repl 
Erhard.  "My  advisers  tell  me  the  sam 
The  bold  step  liberated  the  economy  a 
freed  West  Germany  to  move  on  a  path 
prosperity. 

The  maintenance  of  financial  stability  a 
the  mitigation  of  inequality  are  the  projji 
roles  of  the  state— nobody  else  can  do  the 
jobs.  Everything  else  the  markets  can  do  b 
ter,  including  in  South  Africa. 
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Our  new  plain  paper  FAXPHONEs 
are  perfect  for  your  ousiness's  future  because 
they  work  like  there's  no  tomorrow. 


rhe  more  successful  a  business  becomes,  the  busier  it  gets.  And 
the  busier  it  gets,  the  more  it  needs  one  of  Canon's  new  line  of 
11-featured  plain  paper  Bubble  Jet"1  FAXPHONEs1. 

The  FAXPHONE  B140,  B150  and  B160  come  with  an  adjust- 
)le  cassette  that  holds  100  sheets  of  letter-  or  legal-size  paper,  so  your 
impany  can  handle  the  increased  volume  of  faxes  it'll  be  receiving. 

All  three  have  UHQ',M  Canon's  Ultra  High  Quality  image 
'ocessing  system,  so  they  can  transmit  faxes  of  unsurpassed  clarity, 
nd  they  have  Bubble  Jet  printing  so  you  receive  faxes  with  laser- 
aality  precision. 


What's  more,  the  FAXPHONE  B150  features  a  built-in  digital 
answering  machine,  which  means  you'll  never  have  to  replace  a 
tape.  And  a  hands-free  speakerphone  so  your  people  can  talk  on 
the  phone  while  handling  all  that  extra  paperwork. 

The  FAXPHONE  B160  is  so  productive  it  can  actually  do  the 
work  of  two  machines.  It's  a  stand-alone  fax  machine.  And  when  it's 
connected  to  a  personal  computer,  it's  also  a  Bubble  Jet  printer. 

With  a  hardworking  lineup  like  this,  it's  no  wonder  Canon 
is  the  leader  in  plain  paper  facsimile.  For  more  information, 
call  1-800-4321 -HOP. 


Come  see  the  Canon 
Greater  Hatltocd  Open 
Jun  23  -  Jun  26  or  watch  it 
on  CBS  (Jun  25  -  26) 


Hk  Enrr  jv  SUU  emblem  J,«'s  m 
EPA  i-Miiurst  mi'iK  of  any  pnnlui  I 


Canon 


The  Air  Force  has  the  Stealth. 
Music  has  Sinatra. 
Paris  has  the  Eiffel  Tower. 

We  have  this. 


ffffll'1'1 


On  October  24, 1988,  Nissan  officially  unveiled 
a  new  Maxima.  Jl  was  designed  to  be  the first  auto- 
mobile to  give  high-priced  European  dream  seda  ns 
a  run  for  their  money,  ft  offeree!  size,  style,  power; 
grace  and  two  very  important  things  its  expensive 
competition  couldn't  possibly  match:  Outstanding 
reliability  and  a  very  reasonable  price  of  entry. 


The  Maxima  experienced  a  meteoric  rise  to 
success.  Automobile  Magazine  hailed  it  "the  best 
$20,000 sedan  we've  ever  driven'.'**  Car  and  Drive 
said,  "In  the  international  sports-sedan  class,  we 
reckon  that  it's  gold-medal  material.'"' It  gained,  a  rep 
utation  for  amazing  quality.  Made  lop  ten  lists.  Am 
by  1994,  the  Maxima  had  become  the  best-selling 


Nissan  Motoi  > 
Corporation, 
required  equipmei 


Corporation  I  .S.A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  belts.  Bose  is  a  registered  trademark  »J  Bo: 
Manufacturer's  Suggested  Retail  Price  for  1995  Nissan  Maxima  rxdiuling  taxes,  title,  lite  use,  destination,  options  and  local 
ment.  '  ''Automobile  Magazine,  7/S9  'Car  and  Driver,  11/91.  "1995  E.P.A.  h'uel  Economy  Estimates  21  city/28  highway  with  automata 
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m  rrt  car  in  its  elms  for  nine  consecutive  years. 

Now,  without  further  ado,  we  proudly  introduce 
M  'o  our  latest  Maxima. 

An  astonishing  automobile  that  doesn't  merely 
a  tenge  more  expensive  luxury /performance  se- 
mi-it runs  rings  around  them. 
j  lb  begin  with,  tlie  new  Maxima  GXE  boasts  an 


The  1995  Maxima  GXE.  Starling  under  $20,000* 


izing  V6  engine  that  generates  30  more  standard 
^  .epower  (for  a  grand  toted  of  190  hp)  and  gets 
5  better  fuel  economy  (21  mpg  city/28  mpg  high- 
)  than  its  predecessor*  For  those  keeping  score  at 
(i  le,  all  this  equates  to  scorching  0-60  times  that 
faster  than  a  1994  Acura  Legenel  LS  and  a  Lexus 
300  while  getting  gas  mileage  that's  equal  to  the 


far  less  powerful  four-cylinder  Toyota  CamryV 

Our  engineers  also  worked  wonders  with  the 
suspension.  We  won't  go  into  great  detail,  except  to 
say  the  new  Maxima  rides  quieter  and  smoother  on 
rough  roads  than  a  Lexus  ES  300  and  can  outcorner 
an  Acura  Legend  LS  with  relative  ease? 

Of  the  many  significant  improvements,  perhaps 
the  most  noticeable  is  the  increased  cabin  volume. 
We've  added  more  leg  room,  shoulder  and  head  room. 
We've  cdso  added  touches  like  woodgrain  appoint- 
ments, an  eight-ioay  electronically  adjustable  driver's 
seat,  and  a  custom-designed  6 -speaker  Bose  stereo 
system  on  the  Maxima  GLE,  while  safety  features 
like  dual  airbags  a  nd  h  igh-strength  steel  pipe  beams 
in  the  doors  have  been  newly  provided  as  well. 

But  of  all  these  except  ioned  achievements,  per- 
haps die  most  remarkable  is  that  (lie  new  Maxima  tan 
still  be  yours  for  a  starting  price  of  under  $20,000* 

And  that's  something  that  can't  be  send  for  the 
Stealth,  Frank  Sinatra  ortlmt  famous  tower  in  Paris. 

For  a  free  videocassette  on  the  remarkable  new 
Maxima,  callus  at  1-800-262-1674  or  visit  your 
nearest  Nissan  Dealer. 

The  Nezv  Nissan  Maxima. 


NISSAN 


It's  time  to  expect  more  from  a  car' 


ty/27  highivay  with  5-speed.  Use  these  E.P.A.  estimates  for  comparison  only.  Your  mileage  may  vary.  Comparison  vs.  1994  Toyota  Camry  with 
matic  transmission.  §Based  on  independent  tests  conducted  by  AMCI  using  1995  Nissan  Maxima  GLE  vs.  1994  competitive  sedans.  Hide 
'thness  measured  from  driver's  seat.  Quietness  based  on  decibel  level  at  55  mph.  Cornering  based  on  speed  through  dry  cornering  maneuver. 
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BY  GENE  KORETZ 


U.S.  DEATH  RATES: 
ANOTHER  SOCIAL  GAP 
IS  WIDENING... 


In  the  1980s,  social  observers  lamented 
the  growing  income  inequality  in  the 
U.  S.  Now,  attention  is  being  drawn  to 
a  parallel  trend:  a  widening  gap  in  mor- 
tality rates  between  the  middle  class 
and  the  poor. 

In  a  study  summarized  in  the  latest 
issue  of  Metropolitan  Life  Insurance 
Co.'s  Statistical  Bulletin,  researchers  Su- 
san Queen,  Gregory  Pappas,  Wilbur 
Hadden,  and  Gail  Fisher  of  the  National 
Center  for  Health  Statistics  compared 
death  rates  among  different  income  and 
education  groups  for  1960  and  1986  (the 
latest  data  available).  They  found  that 
death  rates  among  better-educated  and 


LIFE  EXPECTANCY: 
NO  PROGRESS  FOR  BLACKS 


70  75 
A  YEARS 

DATA.  NATIONAL  CENTER  FOR  HEALTH  STATISTICS 


higher-income  Americans  have  fallen  far 
faster  than  rates  for  high  school  drop- 
outs and  the  poor. 

From  1960  to  1986,  for  example,  the 
age-adjusted  mortality  rate  plunged  50%, 
to  2.8  per  1,000  population,  among  white 
male  college  grads  aged  25  to  64  but 
fell  just  15%,  to  7.6  per  1,000,  for  similar- 
high  school  dropouts.  In  1986,  the  death 
rate  for  white  men  with  incomes  less 
than  $9,000  was  16  per  1,000,  compared 
with  2.4  for  those  earning  $25,000  or 
more.  The  patterns  were  similar  among 
black  men,  but  somewhat  less  dramatic 
among  women  overall. 

The  trend  since  1986  won't  be  known 
until  a  similar  1993  survey  is  analyzed. 
But  it's  noteworthy  that  life  expectancy 
(a  figure  derived  from  mortality  rates) 
actually  declined  among  blacks  in  the 
late  1980s,  while  white  life  expectancy 
continued  to  improve  (chart).  Given  that 


more  blacks  live,  in  poverty  and  that 
real  pay  of  low-wage  workers  of  all  rac- 
es fell  during  the  decade,  it  seems  un- 
likely that  the  divide  between  socio- 
economic groups  narrowed. 

The  U.  S.  isn't  the  only  country  where 
the  middle  and  upper  classes  have  made 
far  bigger  gains  in  life  expectancy  than 
the  poor.  Similar  trends  have  been  re- 
ported in  Britain,  France,  and  Hungary. 
Indeed,  a  recent  survey  in  the  British 
Medical  Journal  suggests  that  life  ex- 
pectancy among  some  of  Britain's  poor 
may  have  declined  to  levels  last  seen 
in  the  1950s. 


...  AND  TOBACCO 
IS  ONE  OF  THE 
BIG  CULPRITS 


Among  the  many  factors  contributing 
to  the  indifferent  health  of  low-in- 
come Americans,  notes  economist  Jef- 
frey E.  Harris  of  Massachusetts  Institute 
of  Technology,  is  the  prevalence  of  smok- 
ing. "Cigarette  smoking  is  now  respon- 
sible for  a  fifth  of  all  deaths  in  the  U.  S. 
annually,  and  the  poor  are  the  heaviest 
smokers,"  he  says. 

Some  35%  of  American  adults  below 
the  poverty  line  are  regular  smokers, 
compared  with  just  20%  of  those  from 
households  with  incomes  above  $50,000. 
Harris,  who  is  a  physician  as  well  as  an 
economist,  estimates  that  lifelong  smok- 
ers live  seven  years  less  on  average 
than  nonsmokers.  In  addition,  secondary 
smoke  harms  children  and  other  non- 
smokers  in  a  household. 

Similarly,  smoking  is  more  prevalent 
among  blacks  than  among  whites— and 
blacks  have  higher  death  rates  from 
smoking-related  diseases.  For  example, 
86%  of  deaths  from  lung  cancer  are  at- 
tributed to  smoking,  and  blacks'  death 
rates  for  this  ailment  are  more  than 
twice  those  of  whites. 

Such  stark  statistics  are  one  reason 
many  health  groups  are  calling  for  a  $2 
increase  in  the  federal  cigarette  tax.  To 
be  sure,  such  a  hike  would  hurt  poor 
people  who  continue  to  smoke  more  than 
it  would  higher-income  smokers.  On  av- 
erage, a  household  with  two  adults  each 
smoking  a  pack  and  a  half  a  day  now 
shells  out  nearly  $2,100  a  year  for  cigar- 
ettes, and  a  $2  tax  hike  would  raise  it  to 
$4,200.  But  economists  argue  that  the 
regressiveness  of  the  tax  would  enhance 
its  effectiveness  in  curbing  smoking. 

"Health  information  sways  the  more 
affluent  and  educated,"  says  Harris, 
"while  the  poor  are  more  concerned 
about  costs."  And  although  the  proposed 
hike  would  be  regressive,  the  benefits  of 


quitting  are  progressive:  In  other  wor! 
the  poor,  who  suffer  the  most  from  L 
bacco  use,  are  the  most  likely  to  i- 
prove  their  health  by  kicking  the  hal. 


GERMAN  BANKS  ARE 
NOT  SUCH  ALERT 
WATCHDOGS  AFTER  ALL 
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ow  could  it  happen?  After  bei 
rocked  by  the  bankruptcy  of  r< 
estate  developer  Jiirgen  Schneider  a 
by  Metallgesellschaft's  $1.5  billion  c 
trading  loss  earlier  this  year,  Germ; 
banks  are  now  facing  the  failure 
Balsam,  an  international  manufactur 
of  artificial  surfaces  for  sports  facilitii 
with  debts  of  $900  million. 

The  conventional  view  is  that  G<  m'" 
many's  bank-based  system  of  investor  „_];,' . 
finance  prevents  such  scandals,  sin  a, 
banks  not  only  take  equity  positions 
companies  they  lend  to  but  also  sit 
advisory  boards.  A  recent  study 
economists  Jeremy  Edwards  of  Cai 
bridge  University  and  Klaus  Fischer 
London's  Centre  for  Economic  Poli 
Research,  however,  suggests  that  t 
banks'  role  is  overstated. 

German  banks,  they  report,  finan 
no  more  corporate  investment  th 
banks  in  the  U.  S.  or  Britain,  and  the1 
equity  stakes  amount  to  only  3%  of  tl 
value  of  bank  loans  to  the  nonfinanci 
sector.  Moreover,  German  banks  usual 
secure  their  loans  with  collateral,  ther 
by  lessening  their  incentive  to  monit 
companies  closely. 

Thus,  the  view  that  close  bank  supefEui:- 
vision  helps  ensure  the  sound  perfc 
mance  of  big  corporations  seems  exa 
gerated.  These  days,  a  lot  of  Germ; 
banks  would  probably  agree. 
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ROBUST  AMERICA: 

A  MAGNET  FOR  OVERSEA 

MONEY— AGAIN 
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more  than  $72.7  billion  into  the  U, 
to  buy  or  set  up  businesses.  Then,  ov< 
the  next  four  years,  as  recessions  hit 
U.  S.  and  then  spread  overseas,  the 
of  such  direct  foreign  investment  slowt 
by  79%,  to  just  $15.3  billion  in  1992 

Now,  America's  robust  growth  ar 
newfound  competitiveness  are  turnir 
the  tide  once  again.  The  Commen 
Dept.  reports  that  foreign  outlays  to  a 
quire  companies  or  establish  new  bus 
nesses  in  the  U.S.  soared  71%  last  yea 
to  $26.2  billion,  with  most  of  the  rif 
plowed  into  the  manufacturing  sector. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


f  IIS  EXPANSION  HASN'T  STALLED 
•IT'S  JUST  ON  CRUISE  CONTROL 


ORE  INFLATION 
WAINS  HARMLESS 


1||he  economy's  downshift,  now  evident  in  most  of 
the  data,  was  likely  even  without  the  Federal  Re- 
serve's four  taps  on  the  brakes  starting  back  in 
m  nary.  Now,  those  four  hikes  in  interest  rates  only  as- 
su|  that  the  slowing  trend  will  continue.  Of  course, 
;hj  3  the  Fed's  goal:  to  give  the  economy  a  smooth  trip 
m  voiding  a  spike  in  inflation  that  could  blow  a  tire 
m  Areck  the  expansion. 

J  ght  now,  though,  the  radials  are  in  little  danger, 
ij  umer  price  inflation  remains  benign,  with  the  core 
■a)  -which  excludes  food  and  energy  prices— running  at 
h  owest  level  in  more  than  two  decades.  And  the  May 
e'  ings  on  retail  sales,  industrial  production,  and  capac- 
fcji  tse  point  to  slower  growth  in  coming  months,  which 
v'  keep  price  pressures  at  bay. 

The  consumer  price  index  in- 
creased just  0.2%  in  May,  and 
producer  prices  for  finished 
goods  fell  by  0.1%  last  month. 
The  core  cpi  rose  a  bit  faster, 
edging  up  0.3%,  while  core  pro- 
ducer prices  increased  0.4%.  To- 
bacco and  car  prices  lifted  core 
inflation  in  May  at  both  the  re- 
tail and  wholesale  levels. 

Still,  over  the  past  year,  core 
inflation  remains  on  a  downtrend 
cj  rt).  Core  consumer  prices  rose  just  2.8%  in  the  past  12 
r  ths— the  slowest  inflation  rate  in  21  years.  And  produc- 
?)  prices  are  little  changed  since  last  May. 

ven  further  back  in  the  production  process,  prices  of 
i|  ntermediate  materials  and  supplies  are  up  only  0.9% 
1 1  a  year  ago.  And  the  cost  of  crude  materials  is  down 
I  as  price  declines  in  livestock,  oil,  and  timber  have  off- 
;  steep  increases  in  cotton  and  scrap  metals. 

j]  IEDICAL  For  consumers,  the  main  components  of 
j  If LATION:  the  CPI  show  few  signs  that  price  pres- 
5 WIST  IN  sures  are  beginning  to  build.  In  particular, 
0  YEARS  medical  inflation  has  come  down  sharply 
;e  its  9.6%  pace  of  early  1990.  In  May,  health-care 
ts  were  up  4.6%  from  a  year  ago,  the  mildest  advance 
10  years.  The  improvement  is  likely  the  result  of  two 
:ors:  Companies  and  insurers  have  successfully  con- 
!led  their  costs,  and  medical-care  suppliers  have  held 
line  on  price  markups  in  the  hope  of  lessening  the 
ssure  for  health-care  reform. 

?he  service  sector  remains  the  place  to  look  for  infla- 
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MANUFACTURERS 
THROTTLE  DOWN 


tionary  stress.  But  even  here,  the  pressures  are  few.  The 
one  area  worth  watching  is  a  rise  in  the  price  of  shelter, 
the  result  of  healthier  housing  demand.  The  cost  of  shelter 
over  the  past  six  months  has  risen  at  an  annual  rate  of 
3.3%,  up  from  2.6%  in  the  previous  six  months. 

Since  shelter  is  about  28%  of  the  entire  CPI,  the  pickup 
suggests  that  the  growth  in  the  CPI  may  be  near  the 
bottom  for  this  cycle.  However,  the  Commerce  Dept.  data 
show  that  consumers  devote  only  about  14%  of  their 
spending  to  housing,  suggesting  that  housing's  inflationary 
impact  on  the  economy  as  a  whole  is  not  that  great. 

That's  not  to  say  the  road  ahead  is  clear  of  price  pot- 
holes. Because  of  the  Labor  Dept.'s  new  seasonal  factors, 
which  softened  inflation's  sting  in  the  winter,  there  is  a 
risk  of  a  big  monthly  jump  in  the  CPI  this  summer.  That 
one-time  gain  would  likely  reverse  itself  later  on,  though. 

More  worrisome  is  the  outlook 
for  oil  prices  and  the  dollar. 
Members  of  the  Organization  of 
Petroleum  Exporting  Countries 
began  their  quarterly  meeting 
on  June  15  to  set  future  produc- 
tion quotas,  even  as  energy  pric- 
es are  on  the  rebound.  The  spot 
price  for  Brent  crude  oil  has  ris- 
en 18.1%,  to  $16.25  a  barrel,  since 
the  end  of  March,  when  OPEC 
last  met. 

So,  too,  the  weaker  dollar  exerts  upward  pressure  on 
the  prices  of  foreign-made  goods.  That's  not  an  insignifi- 
cant consideration  for  an  economy  that  imports  about 
one-quarter  of  all  the  nonpetroleum  goods  it  buys.  In- 
deed, prices  of  nonoil  imports,  which  rose  0.4%  in  April, 
are  up  2%  during  the  past  year,  about  twice  as  fast  as  in 
April,  1993. 

EQUIPMEHT    Of  course,  the  May  price  performance 

MAKERS  says  little  about  the  future  of  inflation. 
REMAIH  The  latest  news  from  retailers  and  manu- 
MSY  facturers,  however,  does  signal  that 

growth  is  slowing.  That  means  the  economy  remains 
short  of  the  point  where  strong  demand  and  product 
shortages  lead  to  a  speedup  in  price  hikes. 

Industrial  output  increased  by  just  0.2%  in  May,  and 
April's  data  were  revised  lower  to  show  a  gain  of  just 
0.1%  instead  of  0.3%.  Manufacturing  production  rose  0.2% 
in  both  April  and  May  (chart),  way  below  its  advances  in 
the  preceding  two  months.  So  far  this  quarter,  total  indus- 
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trial  production  is  growing  at  a  3.2%  annual  rate,  less  than 
half  of  its  8%  clip  in  the  first  quarter. 

Auto  output  fell  3.9%  in  May,  the  third  consecutive 
decline  as  demand  for  cars  and  light  trucks  begins  to  taper 
off.  Makers  of  business  equipment  remain  busy,  however. 
Output  there  rose  a  robust  0.9%  in  May,  the  23rd  consec- 
utive monthly  increase. 

That  uptrend  reflects  the 
spending  spree  on  capital  equip- 
ment. Businesses  plan  to  increase 
their  outlays  for  new  plants  and 
equipment  by  8.3%  this  year,  ac- 
cording to  the  Commerce  Dept.'s 
spring  survey  of  capital  budgets. 
That  advance  would  follow  a  7.1% 
gain  in  1993. 

Companies  are  investing  to  im- 
prove productivity  and  lower 
unit-labor  costs.  Many  are  suc- 
ceeding. The  Labor  Dept.  says  output  per  hour  worked  in 
the  nonfarm  business  sector  rose  at  an  annual  rate  of 
1.3%  in  the  first  quarter,  higher  than  the  0.5%  increase 
originally  reported.  As  a  result,  unit-labor  costs  grew  by 
3.9%,  instead  of  a  5%  clip. 

OPERATING  Clearly,  better  productivity  is  another  rea- 
RATES  son  to  be  optimistic  about  the  inflation 

SLIPPED  outlook.  It  also  means  that  factories  can 
IN  MAY  operate  at  higher  capacity-utilization  rates 
without  the  danger  of  production  bottlenecks.  Industry 
used  just  83.5%  of  its  available  capacity  in  May,  down 
slightly  from  83.6%  in  April. 

Any  increase  in  operating  rates,  as  well  as  future  gains 
in  manufacturing  output,  will  be  tempered  by  the  conser- 
vative management  of  inventories  so  far  in  this  expansion 
(chart).  Inventories  at  factories  and  at  wholesale-  and  re- 
tail-trade companies  rose  0.2%  in  April,  as  sales  fell  0.8%. 
However,  the  ratio  of  inventories  to  sales  edged  up  only 


REGISTERS  RING 
FEWER  SALES 


RETAIL  SALES 


slightly  from  its  record  low  of  1.39  in  March,  to  1.4J 
April. 

The  slowdown  in  consumer  spending  will  also  keep 
dustrial  production  growing  at  a  modest  pace  in  the  s 
ond  half  of  1994.  In  May,  retail  sales  fell  0.2%,  on  top  < 
revised  1.1%  drop  in  April  (chart) 

The  May  decline  occurred  entirely  at  car  dealersh: 
where  receipts  slipped  1.9%.  Excluding  autos,  sales  ij 
0.3%,  hardly  reversing  the  0.7%  falloff  of  April. 

Furniture  buying  remained  strong  in  May,  rising  1 
Demand  for  home-related  durable  goods  will  start  to  si 
this  summer,  though,  as  the  increase  in  mortgage  r 
bites  into  housing.  Receipts  at  gasoline  stations,  res 
rants,  and  clothing  stores  all  continued  to  fall  last  mo 

So  far  in  the  second  quarter, 
retail  sales  adjusted  for  inflation 
are  about  flat  with  their  aver- 
age of  the  first  quarter,  when 
they  grew  at  a  fast  5.4%.  The 
latest  news  for  June,  however, 
shows  that  stores  were  a  bit 
busier  this  month. 

The  Johnson  Redbook  Report, 
published  by  Lynch,  Jones  & 
Ryan  Inc.,  says  that  sales  at  de- 
partment and  chain  stores  rose 
3.6%  in  the  first  two  weeks  of  June  from  May.  That's 
siderably  more  optimistic  than  the  chain-store  sales  in 
compiled  jointly  by  Mitsubishi  Bank  Ltd.  and  Werth 
Schroder  &  Co.,  which  shows  sales  up  0.8%  in  the  sa 
period. 

A  more  modest  pace  of  consumer  demand  is  crucial 
the  downshift  in  growth  overall.  Certainly,  the  slov 
pace  of  jobs  is  not  welcome  news  for  those  who  are  out 
work,  and  some  companies  may  suffer  from  the  drop 
business.  But  for  the  economy  as  a  whole,  cruising 
third  gear  is  a  whole  lot  better  than  driving  into  a  dil 
while  trying  to  dodge  inflation. 
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THE  WEEK  AHEAD 


TRADE  BALANCE 


Tuesday,  June  21,  8:30  am. 
The  U.  S.  trade  deficit  for  goods  and 
services  probably  widened  slightly  in 
April,  to  $7.8  billion,  from  $7.4  billion  in 
March,  according  to  the  median  forecast 
of  economists  surveyed  by  mms  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
For  goods  alone,  the  deficit  likely  wid- 
ened to  $10.5  billion  from  $10.1  billion  in 
March.  Merchandise  exports  probably 
fell  back  in  April  after  hitting  a  record 
$43  billion  in  March.  At  the  same  time, 
though,  the  MMS  forecast  is  that  imports 
were  little  changed  in  April  after  also 
setting  a  new  high  in  March,  at  $53.1  bil- 
lion. The  flood  of  imported  merchandise 


will  continue  to  be  a  drag  on  U.  S.  eco- 
nomic growth. 

FEDERAL  BUDGET  

Tuesday,  June  21 

The  U.  S.  government  will  likely  post  a 
$34.8  billion  deficit  for  May,  not  much 
better  than  the  $37  billion  of  May,  1993. 
Still,  the  budget  gap  is  set  to  shrink 
this  fiscal  year,  which  ends  in  Septem- 
ber. The  deficit  will  likely  total  $200  bil- 
lion to  $212  billion  this  year,  down  from 
$254.7  billion  in  1993. 

DURABLE  GOODS  ORDERS  

Thursday,  June  23,  8:30  a.m. 
The  mms  economists  figure  that  new  or- 
ders taken  by  durable-goods  manufac- 


turers increased  a  small  0.5%  in  May, 
ter  dipping  0.1%  in  April.  The  backlog 
unfilled  orders  probably  fell  0.6%,  af1 
rising  0.1%  in  April.  The  weakness 
demand  reflects  slower  economic  grow 
especially  in  sectors  affected  by  the 
cent  rise  in  interest  rates. 

UNEMPLOYMENT  CLAIMS 


Thursday,  June  23,  8:30  cum. 
New  claims  for  state  unemployment  bt 
efits  probably  totaled  about  355,000 
the  week  that  ended  June  18.  Tha 
only  slightly  below  the  362,000-cla 
pace  averaged  in  the  four  weeks  tl 
ended  June  4.  The  number  of  jobk 
claims  remains  quite  high  consideri 
the  quicker  pace  of  job  growth. 
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When  the  producer  in  LA. 
gave  her  changes  to  the  script 
via  computer  to  the  writer  in 
New  York,  he  looked  confused, 
so  she  highlighted  the  revisions 
onhisscreen. 


Now  you  can,  too. 


Introducing  AT&T  WorldWorx™  Solutions: 
video,  voice  and  instantaneous  data 
sharing. 

It's  simple  to  use.  It's  affordable.  And 
it  enables  you  to 

i  ■■■  ■■  ■  =m 

collaborate  on  every- 
thing from  spreadsheets  to  word  process- 
ing to  design.  Because  you'll  not  only  see 
and  hear  each  other,  you'll  be  able  to 
work  on  the  same  document  at  the  same 


time,  just  as  it  you  were  sitting  next  to 
each  other  instead  of  across  the  country. 
So  you'll  be  able  to  save  time  and  make 
decisions  taster.  Which  could  be  the  busi- 
ness advantage  you've  been  w  ailing  for. 

So  w  hatever  your  business,  find  out 
how  AT&T  WorldWorx  Solutions  can  help 
you  transform  the  way  you  work  with  other 
people. 

lust  call  us  at 


1 800  828-WORX. 


AT&T  WorldWorx™  Solutions. 
Changing  (lie  wav  people  work.. .together. 

AT&T 
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WorldWorx  is  a  trademark  of  AT&T 
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FINALLY 
GETS  ITS  MAN 

RAY  GILMARTIN,  ROLL  UP  YOUR  SLEEVES 
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GILMARTIN  BOASTS  A 
SOLID  TURNAROUND  AT 
BECTON  DICKINSON 


R 


aymond  V.  Gilmartin  still  seems 
dazzled  by  it  all.  Scarcely  three 
months  ago,  he  was  running  Bee- 
ton  Dickinson  &  Co.,  a  modest-sized 
manufacturer  of  medical  equipment, 
when  Spencer  Stuart  headhunter  Tom 
Neff  called  with  word  of  a  chief  execu- 
tive's post  opening  up.  "I  said  no,  I  was 
happy  with  what  I  was  doing,"  Gilmartin 
recalls.  And  even  after  18  years,  he  felt 
needed.  Then,  Neff  whispered  a  single 
word:  "Merck."  Very  quickly,  Gilmartin 
decided  that  perhaps  Becton  could  get 
by  without  him.  After  all,  he  says  with 
characteristic  humility,  "Any  one  of  us 
can  be  replaced." 

On  June  9,  the  corporate  Cinderella 
story  came  to  be.  Ray  Gilmartin,  the 
53-year-old  son  of  a  construction  fore- 
man, was  anointed  .successor-  to  Dr.  P. 
Roy  Vagelos  as  CEO  and  president  of 


Merck  &  Co.,  the  world's  preeminent— if 
troubled— pharmaceutical  company.  As- 
suming all  goes  well,  he  will  become 
chairman  when  Vagelos  retires  in  No- 
vember—the first  outsider  to  take  the 
top  job  in  Merck's  103-year  history. 

The  succession  process  was  a  tortur- 
ous one.  It  took  18  months,  and  Merck 
lost  three  top  executives  along  the  way. 
In  January,  a  group  of  tough-minded  out- 
side directors,  recognizing  that  Merck's 
ills  demanded  new  vision  and  drastic 
remedies,  took  control  of  the  search. 
"Change  has  got  to  be  a  part  of  what's 
going  on,"  says  H.  Brewster  Atwater 
Jr.,  CEO  of  Genera!  Mills  Inc.  and  chair- 
man of  Merck's  search  committee.  In- 
deed, the  board  ultimately  bypassed  the 
"dream  team"  of  talenterl  senior  manag- 
ers assembled  by  Vagelos  in  favor  of  a 
relative  unknown. 


The  question  now:  Did  Merck  pit 
the  right  guy?  This  is  a  company  that 
two  tumultuous  years  seems  to  ha\ 
lost  the  touch  that  made  it  one  of  the 
vored  growth  stocks  of  the  1980s.  AM 
turmoil  in  the  health-care  world,  margii 
have  suffered  and  profit  growth  hi 
drooped  to  about  12%  a  year.  And  th 
new-product  cupboard  is  nearly  bar  ! 
Merck,  in  short,  needs  rescuing. 
RISKY  CHOICE.  <  iilmartin  certainly  has 
fine  record.  He  wrestled  with  priein. 
pressure  and  industry  restructuring 
decade  ago  and  turned  struggling  Becto 
into  a  soundly  profitable  company.  Mailt 
rivals  and  former  associates  agree  he 
well  suited  to  guide  Merck  and  its  recer 
$().(>  billion  acquisition,  distributor  Medc 
Containment  Services  Inc.,  into  the  worl 
of  managed  care.  "I've  already  bee 
through  the  kind  of  changes  that  an 
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starting  to  affect  the  pharmaceutical 
tanies,"  Gilmartin  says, 
many  ways,  though,  Gilmartin  is  a 
and  risky  choice.  An  electrical  engi- 
with  a  Harvard  MBA,  he  has  no 
industry  experience.  At  $2.5  bil- 
a  year  in  sales,  his  commodity- 
ted  Becton  is  a  far  cry  from  histor- 
-  innovative  Merck,  which  this  year 
likely  top  $15  billion  in  sales, 
ithout  scientific  credentials,  more- 
,  Gilmartin  won't  readily  step  into 
dos'  role  as  the  industry's  eminence 
i.  The  often  aloof  Vagelos  has  be- 
;  the  de  facto  industry  spokesman 
e  Clinton  Administration.  Gilmartin 
headed  a  trade  association  for  in- 
nent  makers— and  earlier  this  year 
ely  disagreed  with  Hillary  Rodham 
,on  in  a  panel  discussion.  But  he  is 
ribed  most  often  as  a  genial  con- 
us-builder.  "He's  a  rather  pleasant 
ddual  and  not  an  aggressive  me- 
ne  type,"  says  drug  analyst  Neil  B. 
ig  of  Ladenburg,  Thalmann  &  Co. 
won't  be  giving  all  that  many 
ches  all  over  the  world." 
ost  glaring,  though,  is  Gilmartin's 
:  inexperience  with  pharmaceutical 
lopment— the  single  most  important 
to  Merck's  success  over  the  next 
de.  The  complex  business  of  pro- 
ig  a  new  drug,  with  its  cutting-edge 
ice  and  dozen-year  lead  times,  is 
ues  away  from  turning  out  new 
eters,  pregnancy  tests,  or  even  glit- 
omputer-guided  cell  sorters.  One 
i  ig  sign:  Becton  last  year  spent  less 
$140  million  on  research  and  de- 
pment,  a  fraction  of  the  $1.2  billion 
ek  spent  in  its  global  lab  network. 
'ING  FORCE.  Gilmartin  admits  he  has 
■  understanding  of  this  side  of  the 
ness  and  isn't  aware  of  shortcomings 
Ierck's  research  pipeline.  "I  really 
t  have  any  sense  of  that,  other  than 
t]  there's  probably  more  potential 
i  is  apparent."  But  then,  scientific 
iance  isn't  what  brought  Gilmartin 
Ierck's  attention.  Rather,  it  was  tec- 
!  shifts  in  the  marketplace:  Where 
[makers  could  once  set  and  raise  their 
as  at  will,  they  now  must  face  man- 
1-care  buyers  who  play  companies 
nst  one  another  to  drive  down  prices, 
l  fact,  the  need  for  expertise  in  the 
aged-care  world  has  been  the  pri- 
y  driving  force  in  Merck's  succes- 
battle.  Vagelos  signaled  that  in  late 
!,  when  he  named  a  brash  42-year-old 
keter,  Richard  J.  Markham,  as  his 
iident  and  heir  apparent.  Seven 
ths  later,  Markham  quit  for  still-un- 
losed  "personal"  reasons,  eventually 
ing  rival  drugmaker  Marion  Merrell 
i  as  its  president  and  No.  2  execu- 
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...BUT  THE  HIT  DRUGS  ARE  COMING  SLOWER... 


PRODUCT/APPLICATION 

INTRODUCTION 

1993  SALES  (MILLIONS) 

PRIMAXIN  I.V./ANTIBIOTIC 

1985 

$500-1,000 

VASOTEC/CARDIOVASCULAR 

1985 

1,000+ 

RECOMBIVAX  HB/  HEPATITIS  B 

1986 

100-500 

PEPCID/ULCER 

1986 

500-1,000 

NOROXIN/URINARY  INFECTIONS 

1986 

100-500 

MEVACOR/CHOLESTEROL 

1987 

1,000+ 

PRINIVIL/BLOOD  PRESSURE 

1987 

100-500 

PRILOSEC/ULCER 

1989 

500-1,000 

PEDVAX  HIB/FLU  VACCINE 

1990 

UNDER  100 

PLENDIL/BLOOD  PRESSURE 

1991 

UNDER  100 

SINEMET-CR/PARKINSON'S  DISEASE 

1991 

100-500 

CHIBROXIN/CONJUNCTIVITIS 

1991 

UNDER  100 

ZOCOR/CHOLESTEROL 

1991 

500-1,000 

PROSCAR/  PROSTATE  ENLARGEMENT 

1992 

100-500 

...AND  GROWTH  IS  WINDING  DOWN 


•PRO  FORMA,  REFLECTING  PORCHASE  OF  MEDCO 


DATA:  COMPANY  REPORTS,  SALOMON  BROTHERS  INC. 
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tive.  This  year,  Medco  chief  Martin  J. 
Wygod  looked  to  be  the  likely  choice 
for  ceo.  But  he  quit  the  race  in  March, 
about  the  time  Atwater  and  his  col- 
leagues were  leaning  toward  Gilmartin. 
"Marty's  a  highly  successful  entrepre- 
neur, and  obviously  Merck  is  a  large 
company,"  says  Atwater.  "Merck  is  a 
different  challenge." 
want  usr.  By  that  time,  indeed,  Merck's 
directors  had  taken  charge.  Led  by  At- 
water, AlliedSignal  Inc.  CEO  Lawrence 
A.  Bossidy  and  former  Princeton  Univer- 
sity President  William  G.  Bowen,  the 
strong-willed  outsiders  carefully  limited 
Vagelos'  role  in  the  search.  No  surprise: 
In  his  new  book,  Inside  the  Boardroom, 
Bowen  argues,  "While  retiring  (  Eos 
should  provide  advice  and  counsel,  re- 
sponsibility for  choosing  a  new  CEO  rests 


squarely  with  the  outside  directors . . ." 

Following  that  script,  Atwater  and 
other  committee  members  met  with  the 
ceo  in  January  to  hammer  out  a  list  of 
the  qualities  they  sought  in  a  successor, 
then  hired  headhunter  Neff.  Ironically, 
Neff  had  raided  Merck's  senior  ranks 
shortly  before  to  recruit  another  Merck 
ceo  contender,  Executive  Vice-President 
John  L.  Zabriskie,  to  run  rival  Upjohn 
Co.  For  the  Merck  post,  Neff  cast  his 
net  wide,  contacting  likely  candidates 
from  a  dozen-name  list  only  after  they'd 
been  checked  out  for  obvious  foibles. 

Then  the  directors  met  secretly  with 
candidates.  They  sometimes  gathered  in 
discreet  second-floor  meeting  areas  at 
New  York  hotels— a  private  dining  room 
at  the  Carlyle  was  a  favorite.  In  their  of- 
fices, security  was  so  tight  that  fax  mes- 
sages were  never  sent  unless  trusted 
secretaries  or  the  directors  themselves 
stood  by  the  machines.  In  late  March 
or  so,  Gilmartin  met  with  Atwater  and 
Bowen  at  Spencer  Stuart's  New  York 
office.  "It  was  obvious  they  liked  him 
from  the  start,"  Neff  recalls.  "He  was 


very  articulate  and  did  a  terrific  job  of 
handling  himself." 

Soon  the  directors  decided  that 
Gilmartin's  standing  as  an  outsider— to 
Merck  and  to  the  drug  industry— was  a 
plus.  They  were  struck  by  his  record 
at  Becton  of  team-building  and  leading 
by  consensus,  qualities  he  might  need  to 
calm  the  roiled  waters  at  Merck.  "Gil- 
martin knows  the  external  forces  that 
are  driving  the  industry,  but  because 
he's  not  from  a  competitor,  he'll  be  much 
better  accepted  at  Merck,"  says  recently 
retired  director-  Dr.  Richard  S.  Ross, 
who  aided  in  the  search.  "This  guy  is  a 
fresh  thinker  on  the  whole  business." 

Almost  all  the  loose  ends  were  tied 
up  by  May  12,  when  Gilmartin  met  with 
Vagelos.  The  men  talked  comfortably 
about  their  companies  and  the  health- 

P.  ROY  VAGELOS 

Outgoing  CEO,  Merck  &  Co. 

In  January,  a  group  of 
outside  directors,  led  by 
Atwater,  took  control  of 
the  search  to  replace 
Vagelos.  Says  Atwater: 
"Change  has  got  to  be  a 
part  of  what's  going  on." 

H.  BREWSTER  ATWATER  JR. 

CEO,  General  Mills;  Merck  Director 

care  world  in  a  cordial  three-hour  din- 
ner at  Rudolfo's,  a  restaurant  not  far 
from  Merck's  headquarters  in  White- 
house  Station,  N.  J.  "We  certainly  con- 
nected with  one  another  quite  easily," 
says  Gilmartin.  Vagelos  declined  to  be 
interviewed. 

Gilmartin  is  known  for  his  deft  touch 
with  people.  Ralph  S.  Larsen,  the  CEO  at 
Johnson  &  Johnson  who  worked  with 
Gilmartin  at  Becton  from  1981-83,  says: 
"He  is  one  of  the  brightest,  most  effec- 
tive, and  decent  executives  I  know."  Last 
year,  he  and  his  wife  attended  the  wed- 
ding of  a  Becton  driver,  staying  through 
the  reception.  Says  Becton  Vice-Chair- 
man John  W.  Galiardo:  "He  never  caught 
the  ceo  disease." 

Gilmartin  also  proved  himself  as  a 
strategic  thinker  and  a  cost-cutter.  He 
opened  international  markets,  sharply 
boosting  overseas  sales  to  44%  of  reve- 
nues last  year.  He  also  drove  Becton 
into  higher-margin  proprietary  diagnos- 
tic products,  such  as  instruments  for  de- 
tecting cancer  and  AIDS.  Overall,  Bec- 
ton's  sales  have  risen  44%  since  1988, 


to  $2.5  billion;  in  the  face  of  stiff  prici 
pressure,  gross  profit  margins  have  <| 


only  two  percentage  points,  to  44.5C> 


But  engineering  change  at  Merck  # 
almost  certainly  be  tougher.  Its  ;»n 
growth  has  slowed  sharply  since  tr 
late  1980s,  and  under  managed-ci 
Merck  may  never  again  see  the  31 
plus  annual  gains  that  entranced  inv| 
tors.  Analyst  Mariola  B.  Haggar  of  &N  'ltl 
mon  Brothers  Inc.  figures  earnings  t 
year  may  rise  11.5%  to  about  $3  billk 
and  then  add  another  12.7%  in  1995. . 
ter  that,  the  picture  becomes  murki s  c 
as  two  drugs  accounting  for  $3  billion 
sales  come  under  pressure  with  no 
parent  successors. 

One  wild  card:  Whether  newly  p| 
chased  Medco  will  substantially  boijj 
market  share  for  Merck's  products. 
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martin  will  have  a  big  hand  in  m 
the  acquisition  pay  off.  Besides  adaptii 
the  company  to  the  new  health-care  e 
vironment,  though,  Gilmartin's  manda 
includes  a  hard  look  at  R&D.  "I  thii& 
[he's]  got  to  examine  costs  and  examii 
the  research  program,"  says  Ross 
want  him  to  become  familiar  with  it  ai 
get  on  top  of  it." 

DRUG  withdrawal.  After  a  st  ell 
record  of  drug  introductions  in 
1980s,  Merck  for  at  least  five  years 
been  struggling  with  a  dearth  of 
new  products.  Merck  labs  churned  oi 
five  drugs  in  the  1980s  that  each  tc 
$500  million  in  sales  annually.  So 
only  one  of  the  six  new  drugs  intrfe: 
duced  in  the  1990s  has  reached  th 
threshold.  And  the  company's  last  maj 
new  product,  the  prostate-shrinking 
Proscar,  hasn't  been  as  effective 
Merck  had  hoped:  It  will  fall  far  short 
Vagelos'  $1  billion  sales  goal.  Moreovejej 
Merck  recently  had  to  drop  a  license?', 
schizophrenia  medicine,  Roxiam,  froi 
U.  S.  testing  after  at  least  one  Europes 
user  died.  And  the  company  is  thnj 
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i  or  more  away  from  debuting  its 
next  big  remedy,  the  osteoporosis 
ment  Fosamax. 

ps  between  big  new  drug  introduc- 
wouldn't  be  such  a  great  worry  if 
>ren't  for  the  radically  shortened 
/cles  medicines  now  face.  For  about 
tiird  of  its  drug  sales,  Merck  is  per- 
y  relying  on  the  cholesterol-reducer 
icor,  introduced  in  1987,  and  the 
ovascular  medicine  Vasotec,  which 
ted  the  year  before.  But  $2  billion 
tec  could  fade  fast  when  a  compet- 
iroduct  from  Bristol-Myers  Squibb 
off-patent  in  1995  and  cheap  ge- 
s  emerge.  And  Mevacor  already 
low-priced  competition.  To  bolster 
,  in  mid-June  Merck  cut  prices  on 
i  dosages  of  Mevacor  and  a  similar 
,  Zocor,  by  up  to  nearly  one-third, 
hile  continuing  to  cut  costs,  Gil- 
nil  in  will  face  several  major  challeng- 
!s)  'or  one,  he  must  foster  an  atmos- 
m  e  in  the  labs  that  gives  researchers 
1  freedom  they  need  for  discovery 
m  3  also  making  sure  that  they  pro- 
1 .  "You  must  give  people  the  oppor- 
1  ;y  in  the  laboratory  to  use  their 
>fl  judgment  and  instincts,  and  the 
if  ndipity  will  then  come,"  says  Cecil 
1  'ickett,  a  former  Merck  star  who 
the  big  company  to  become  execu- 
viee-president  of  research  at  the 
ler  Schering-Plough  Corp. 
utive  exodus.  An  equally  difficult 
:  expanding  overseas.  Offshore  sales 
anted  for  about  45%  of  Merck's  total 
3  last  year,  making  it  one  of  the 
V  global  drugmakers  already.  Now,  if 
co  can  move  its  distribution  clout 
•ad,  Merck  could  pick  up  still  more 
me.  Already,  Medco  is  competing 
ely  for  European  business, 
ilmartin  acknowledges  that  Merck 
faces  the  threat  of  a  management 
n.  With  Markham,  Zabriskie,  and 
rod  already  gone,  Merck  now  faces 
risk  that  crucial  top  managers 
;ed  over  in  the  long  CEO  search  could 
.vooed  away.  Among  them:  Execu- 
Vice-President  Jerry  T.  Jackson, 
Judy  C.  Lewent,  and  research  chief 
/ard  M.  Scolnick. 

ilmartin  appears  to  be  striking  the 
t  tone,  however.  He's  glad  he  won't 
lially  take  over  as  chairman  until 
"Learning  as  much  as  I  can  between 
'  and  Nov.  1  is  crucial,  because  I'm 
ting  in  from  the  outside,"  he  says, 
there's  a  lot  I  have  to  know."  That's 
come  candor  and  humility  from  a 
•ck  executive.  But  it's  also  a  jarring 
under  of  the  company's  big  gamble— 
t  the  learning  curve  won't  prove  too 
?p  for  its  new  chief. 
ly  Joseph  Weber  in  Whitehou.se  Sta- 
,  N.  J.,  with  John  Byrne  in  New  York, 
•e  McNamee  in  Washington,  and  Gary 
Williams  in  Boston 


MERCK'S  THINNING  MANAGEMENT 

Three  executives  in  the  CEO  race  have  left. . . 


MARTIN  J.  WYGOD 


JOHN  L.  ZABRISKIE 


Sold  Medco  to  Merck  for  $6.6  bil- 
lion last  year.  Felt  he  had  Vagelos' 
backing  but  quit  the  race — and 
then  Merck — because  it  demand- 
ed a  "total  commitment"  he 
couldn't  provide.  A  long  shot  with 
the  board  anyway. 


RICHARD  J.  MARKHAM 


Elevated  in  late  1992  to  president 
and  heir  apparent  by  Vagelos,  he 
quit  the  job,  citing  personal 
reasons,  after  only  seven  months. 
The  hard-charging  sales 
executive,  then  42,  became  presi- 
dent at  Marion  Merrell  Dow. 

. ..And  other  important 
players  may  follow 


JUDY  C.  LEWENT  ► 


Merck's  chief  financial  officer  was 
widely  rumored  to  be  presidential 
timber.  She  will  be  courted  in- 
tensely by  headhunters,  and  could 
jump  for  the  right  opportunity — 
maybe  back  to  Wall  Street. 


EDWARD  M.  SCOLNICK 


The  brilliant  head  of  R&D  was 
seen  by  many  as  Roy  Vagelos' 
natural  successor — until  his  gruff 
ways  called  his  personnel  skills 
into  question.  He  may  want  to 
stay  on  until  drugs  developed  dur- 
ing his  watch  debut. 


Merck's  head  of  manufacturing 
left  in  December  for  the  top  job 
at  rival  Upjohn.  A  lifer  at  Merck, 
he  seemed  to  have  all  the  right 
credentials — but  had  been  passed 
over  when  Markham  was  chosen 
president. 


JERRY  T.  JACKSON 


Merck's  worldwide  sales  head 
got  a  hefty  golden  handcuffs  deal 
after  Wygod  took  over  much  of 
the  sales  force.  Jackson  will  likely 
be  on  headhunters'  short  lists, 
though  he  talks  longingly  of 
retiring  to  Texas. 
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IBM:  THERE'S  MANY 

A  SLIP... 


After  a  promising  start,  the  year  looks  like  a  washout  for  the  PC  division 


Momentum  is  a  funny  thing  in 
the  personal-computer  busi- 
ness. Just  ask  IBM.  Last  year, 
it  was  full  steam  ahead:  Big  Blue's  PC 
unit  was  cranking  out  new  models,  slash- 
ing prices,  adding  distributors,  and  on  its 
way  to  taking  the  No.  1  spot  in  the  U.  S. 
market  from  Apple  Computer  Inc.  But 
that  was  last  year.  Now,  the  IBM  Per- 
sonal Computer  Co.  has  badly  misjudged 
demand,  leaving  customers  clamoring 
for  some  models,  such  as  the  popular 
ThinkPad  laptop,  and  IBM  stuck  with 
large  inventories— $100  million  by  some 
estimates— of  other  models. 

Help  is  on  the  way— in  the  form  of 
new  models,  an  untangling  of  product 
lines,  and  an  overhaul  of  internal  opera- 
tions. But  none  of  these  moves  will  do 
much  good  before  the  fourth  quarter. 
That  makes  1994  a  possible  washout  in 
PCs  for  IBM,  and  it  bodes  ill  for  the  com- 
pany's overall  recovery.  Last  year,  PC 
sales  surpassed  the  $0  billion  that  IBM's 
mainframe  hardware  brought  in.  And 
as  more  companies  move  to  networks 
of  powerful  PCs,  IBM  must  have  the  right 
products  in  its  lineup— or  risk  losing  out 
to  rivals  such  as  Compaq  Computer 
Corp.  and  Hewlett-Packard  Co. 

Pesky  Compaq's  sales,  meanwhile,  are 
exploding.  According  to  market  re- 
searcher International  Data  Corp.,  the 
Houston  company  sold  970,000  PCs 
worldwide  in  the  first  quarter,  vs. 


840,000  for  IBM.  IDC  thinks  new  prod- 
ucts will  hoist  IBM  back  into  the  lead 
for  this  year— but  Compaq  has  been 
coming  on  strong.  "All  last  year,  IBM 
couldn't  deliver,  so  many  of  our  dealers 
started  to  write  Compaq  into  their  con- 
tracts," says  Gregory  A.  Pratt,  chief  op- 
erating officer  of  Intelligent  Electronics 
Inc.,  a  wholesaler  that  supplies  PC  deal- 
ers. One  result:  Big  Blue's  share  of  sales 
through  computer  dealers  tumbled  to 
18%  in  the  first  quarter,  from  a  peak  of 
24%  in  the  second  quarter  of  1993,  fig- 
ures Computer  Intelligence  InfoCorp. 
BAD  REACTIONS.  At  the  same  time,  tech- 
nical problems  delayed  new  PS/2  models 
until  mid-June,  leaving  IBM  without  a 
new  product  to  pitch  to  its  core  corpo- 
rate customers  since  early  1993.  Even 
IBM  concedes  that  its  new  products  are 
taking  too  long  to  hit  the  market,  its 
costs  are  too  high,  and  its  customers 
are  confused  by  overlapping  product 
lines.  "We  haven't  been  doing  as  well 
as  we  wanted  to,"  says  IBM  Senior  Vice- 


IBM  is  redesigning  its  PC 
lines  to  include  "commodity" 
components  that  are  in 
plentiful  supply 


President  G.  Richard  Thoman,  who  if" 
says  the  second  quarter  will  be  "0.  f Dlit' 
but  not  great." 

IBM  Chief  Executive  Officer  Louis 
Gerstner  Jr.  is  counting  on  Thoman  are  ai  P 
turn  things  around.  Gerstner  broug  m:& 
in  his  RJR  Nabisco  Inc.  protege  last  J1"* 
uary  to  oversee  the  PC  unit  as  well  1  1 
IBM's  on-line  service,  Prodigy  Servii 
Co.,  and  printer  business.  Thoman  t|  • 
over  the  top  PC  job  in  May,  wh? 
Robert  J.  Corrigan,  the  previous  chi 
abruptly  resigned. 

How  did  Big  Blue  get  in  such  a  pi|»  « ' 
le?  Insiders  say  the  troubles  stem  fr< 
its  inability  to  keep  up  with  qua 
changes  in  the  market.  The  reasoi Jlt 
lousy  forecasting,  manufacturing  log  trful  lii 
tics,  and  control  systems.  For  examp ^ 
until  nine  months  ago,  the  PC  unit  did 
have  the  authority  to  centralize  its  pi 
chasing  to  get  Wal-Mart-like  cloi 
Among  other  things,  that  prevent1 
management  from  shifting  away  frc 
pricey  Japanese  components  as  the  y>  Hv 
has  risen.  At  a  meeting  with  analysts 
April,  IBM  Chief  Financial  Officer  Jeroi 
B.  York  cited  heavy  buying  of  Japane  I ' 
parts  as  one  reason  the  PC  Co.'s  profi 
are  too  low. 

Thoman  took  charge  of  the  operatit 
himself  because  he  wants  to  be  su: 
costs  drop— and  products  get  out  tl 
door  faster.  "We  are  not  the  low-col* 
provider  in  the  industry,  and  we're  n  it 
fast  enough  to  market,"  he  says.  Boos 


ing  profits  is  another  goal.  The  PC  unit  J 
revenues  were  up  about  29%,  to  ju  it- 
over  $8  billion,  last  year,  but  it  had  ni 
profits  of  only  about  $200  million,  es1 
mates  PaineWebber  Inc.  analyst  Micha  ' 
K.  Kwatinetz.  By  contrast,  Compaq 
profits  last  year  hit  $462  million  on  sa!<  | 
of  $7.2  billion.  Gerstner  "just  can't  si 
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BM  can't  do  as  good  a  job  as  Corn- 
says  Merrill  Lynch  &  Co.  analyst 
1  Mandresh. 
■  least  one  reason,  however,  seems 
I  IBM  still  doesn't  use  common  parts 

■  3  its  product  families.  For  instance, 
m  of  the  components  in  Big  Blue's 
jj  and  PS/2  family  are  unique  to  that 
m  ict  line.  That  means  parts  must  be 

■  ed  from  suppliers  as  much  as  five 
hs  in  advance,  making  it  tough  to 
quickly  to  market  changes, 
ose  slow-footed  ways  have  cost  IBM 
y  with  customers.  Consider  Harris 
odist  Hospital  in  Fort  Worth.  Larry 
evins,  the  hospital's  chief  informa- 
officer,  says  he  got  fed  up  after 
ng  two  months  for  IBM  to  deliver 
end  PS/2  servers  to  run  his  net- 
..  So  Blevins  turned  elsewhere, 
in  10  days,  he  had  two  Compaq 
irs  powering  400  PCs.  He  says  he 
d  time  and  money:  The  Compaq 
ers  and  software  cost  half  the 
000  IBM  was  proposing  and  could 
le  five  times  the  data  traffic. 
ddled.  To  speed  its  reaction  time, 
nan  says,  IBM  is  redesigning  its  PC 
to  include  "commodity"  components 
are  in  plentiful  supply.  That  will 
management  more  flexibility  to 
machines  as  orders  come  in,  rather 
according  to  forecasts.  IBM  is  al- 

y  doing  that  in  Europe,  and  Thoman 
80%  of  the  U.  S.  operation's  ma- 
js  will  be  built  that  way  by  yearend. 
nother  key  Thoman  objective:  to 
tie  down  overlapping  product  lines, 
link  we  have  succeeded  in  confusing 
marketplace,"  he  admits.  It's  easy  to 
befuddled.  The  PS/1  is  a  consumer- 
nted  line,  but  the  PS/2  is  a  more 
erful  line  aimed  at  corporate  cus- 
3rs.  Meanwhile,  the  ValuePoint  line— 
s  answer  to  low-cost  PC  clones— has 
l-end  models  that  clash  with  the 
2.  Then  there  is  the  mail-order  Ani- 
line—and  other  new  PCs  coming  out 
tie  fall  based  on  IBM's  fast  PowerPC 
which  will  compete  against  models 
3M's  lineup  that  run  on  Intel  chips, 
'homan's  simplification  campaign  will 
off  with  yet  another  PC  line  due 
this  fall.  Those  PCs  will  meld  fea- 
is  of  IBM's  PS/2  line  with  cheaper, 
lily  available  parts.  Already  one  big 
omer  likes  what  it  sees:  Giant  in- 
er  CIGNA  Corp.— one  of  the  largest 
borate  PC  buyers  in  the  nation— will 
t  from  AST  Research  to  IBM.  Using 
CIGNA  figures  its  annual  PC  tab  will 
p  20%,  to  $12.6  million. 
>uch  deals  are  encouraging.  But  a  lot 
iding  on  the  fourth  quarter— when 
does  40%  of  its  PC  business.  Thoman 
•ws  IBM  has  to  keep  building  momen- 
l  if  it  wants  to  be  ready. 
3y  Ira  Soger  in  New  York,  with  Peter 
*rows  in  Dalian 


DYNASTIES  I 


AUCTIONING  OFF 


Can  Ziff  Communications  fetch  top  dollar — or  will  the  sale  reflect  its  stall? 


ROBERT  (ABOVE)  AND 
DIRK  ZIFF:  DOWN- 
PLAYING THE  LOSS  OF 
AD  MARKET  SHARE 


Mudslinging  is  a  common  prac- 
tice in  computer  publishing, 
where  three  powerful  and  zeal- 
ously private  companies  vie  for  a  $1.8 
billion  market.  Even  so,  Eric  Hippeau 
had  heard  enough.  The  chairman  of  Ziff 
Communications  Co.  was  patiently  re- 
sponding to  claims  from  rival  publishers 
that  Ziff  had  peaked  in  its  growth,  was 
out  of  step  with  the  computer  industry, 
and  so  forth.  "Maybe  we  should  start 
saying  nasty  things  about  our  competi- 
tors," he  said  tartly. 

Hippeau  can  ill  afford 
such  criticism  just  now.  On 
June  10,  the  Ziff  family  an- 
nounced that  it  was  putting 
its  giant  publishing  company 
on  the  block.  Lazard  Freres 
&  Co.,  which  is  running  the 
auction  for  the  family,  thinks 
Ziff  can  fetch  roughly  $2  bil- 
lion. Dirk  E.  Ziff  and  Robert 
D.  Ziff,  sons  of  the  compa- 
ny's retired  billionaire  own- 
er, William  B.  Ziff  Jr.,  plan 
to  plow  the  proceeds  into  a 
new  investment  company. 

The  younger  Ziffs  may 
wind  up  with  less  pocket 
money,  though,  if  they  can't 
shake  widespread  industry 
gossip  that  they're  bailing 
out  of  a  business  whose 
best  days  are  behind  it. 
"Ziff  has  been  unable  to 
move  out  of  its  position  in 
the  PC  market,"  says 
Michael  S.  Leeds,  president 
of  rival  CMP  Publications  Inc.  "They  do 
not  have  a  good  track  record  in  starting 
magazines." 

tainted  cavils.  That's  not  likely  to  deter 
suitors  such  as  K-III  Communications 
Corp.,  which  could  ride  Ziffs  existing 
magazines  to  instant  dominance  in  the 
computer  field.  Publishing  executives 
note  that  other  rumored  buyers,  such 
as  Reed  Elsevier  PLC  and  business 
week's  parent,  McGraw-Hill  Inc.,  could 
use  PC  Magazine  and  other  Ziff  titles  to 
bolster  their  presence  in  the  market. 
And  one  can  attribute  some  of  the  cavils 
of  Ziffs  rivals,  CMP  and  International 
Data  Group  Inc.,  to  the  fact  that  the 
family  excluded  them  from  the  auction. 

Nevertheless,  there's  no  denying  that 
Ziffs  torrid  growth  has  slowed.  Adver- 
tising pages  are  down  at  key  titles  such 


as  PC  Magazine,  Mac  Week,  and  Windows 
Sources  for  the  first  five  months  of  1994. 
The  company  managed  to  eke  out 
growth  in  advertising  revenue  because 
rising  circulation  allowed  it  to  boost  ad 
rates.  But  overall,  Ziffs  share  of  U.  S. 
computer  ad  revenue  dropped  from  53% 
to  50%,  according  to  market  researcher 
Adscope.  In  contrast,  idg's  share  rose 
from  24%  to  26%,  while  CMP  was  up 
from  15%  to  16%. 

Ziffs  problem,  outside  experts  say,  is 
that  it  became  overly  de- 
pendent on  the  explosive 
growth  of  personal  comput- 
ers. During  the  1980s,  the 
trio  of  PC  Magazine,  PC 
Week,  and  PC  Computing 
were  virtual  bibles  for  con- 
sumers choosing  among 
Compaq,  Dell,  and  a  host 
of  cut-rate  PCs.  Now, 
though,  most  of  the  low-cost 
manufacturers  have  disap- 
peared, and  the  PC  market 
no  longer  generates  as 
much  advertising. 

Ziff  has  also  adapted  fit- 
fully to  the  industry's  new 
focus  on  networks  instead 
of  stand-alone  PCs.  It 
launched  Corporate  Comput- 
ing in  1992  for  this  market 
but  shut  it  down  after  some 
$17  million  in  losses. 

The  Ziff  brothers  say 
they  aggressively  cover  net- 
working in  special  editions 
of  PC  Magazine  and  PC  Week 
and  through  their  trade-show  division. 
Robert  Ziff  also  downplays  the  compa- 
ny's loss  in  advertising  market  share: 
"I  hardly  think  this  is  the  harbinger  of  a 
long-term  trend."  Indeed,  Ziff  expects 
record  revenues  of  $1  billion  in  1994. 
Executives  close  to  the  company  say  it 
could  generate  $150  million  in  cash  flow. 
As  for  new  ventures,  the  Ziffs  point  to 
their  on-line  service,  Interchange,  which 
starts  this  fall. 

Right  now,  media  executives  give  the 
edge  in  the  bidding  to  Reed,  the  An- 
glo-Dutch publishing  giant.  With  a  trade- 
show  company  that  complements  Ziffs, 
Reed  has  every  reason  to  make  a  move. 
Whether  it  would  pay  top  dollar  for  a 
company  whose  ad  growth  has  stalled  is 
another  question. 

By  Mark  handler  in  New  York 
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POLITICS  I 


A  HOLY  WAR 

FOR  THE  SOUL  OF  THE  GOP 


Moderate  Republicans  wake  up  to  an  onslaught  from  the  religious  right 


The  front-runner  for  the  Republican 
Party  gubernatorial  endorsement 
in  Minnesota— a  soybean  farmer 
and  devout  Christian  named  Allen 
Quisl  -has  been  likened  to  cull  leader 
David  Koresh.  The  barb,  however,  isn't 
a  partisan  attack  hurled  by  Democrats. 
The  invective  comes  from  mainstream 
GOP  operatives  loyal  to  incumbent  Gov- 
ernor Arne  H.  Carlson,  a  pro-choice 
moderate.  And  they're  not  stopping  at 
name-calling.  With  the  state  GOP  domi- 


The  internal  warfare  could  take  a  tre- 
mendous toll  on  the  resurgent  GOP.  Mod- 
erates worry  that  the  party  will  lose 
an  opportunity  in  this  year's  midterm 
elections  to  exploit  President  Clinton's 
low  approval  ratings  and  public  outrage 
at  the  Democrat-dominated  Congress. 
But  their  worst  fear  is  that  radical  right- 
ists will  take  over  the  party  in  a  blood- 
bath in  1996  and  lead  Republicans  to  an 
electoral  debacle.  "If  we  nominate  a 
McGovern  clone  from  the  right,  we 


religious  broadcaster  Pat  Robertson  a 
conservative  commentator  Patrick  J.  h 
chanan,  were  prominent  at  the  1992  I 
publican  convention.  Although  the  G 
Establishment  blames  the  conventio  6r 
rightist  call  for  "cultural  war"  for  sinki  > 
George  Bush's  reelection  campaign,  c< 


servatives  emerged  stronger  and  mc 


merit  for  I 
'In  the 


energized  than  ever. 
"full  mooners."  On  June  11,  religic 
conservatives  engineered  a  hostile  tal 
over  of  the  Texas  Republican  appa: 
tus.  And  with  the  backing  of  the  Rev  j() 
end  Jerry  L.  Falwell  and  Robertso 
Christian  Coalition,  former  National  i 
curity  Council  aide  Oliver  L.  North  w 
the  Virginia  GOP  Senate  nomination 
June  4.  Senate  Minority  Leader  B 
Dole  (R-Kan.),  who  derisively  refers 
the  hard-liners  as  "full  mooners"  for  th< 
constant  baying,  has  learned  that 
conservatives  can  bare  their  teeth  I. 


NORTH:  CRUCIAL  SUPPORT  FROM  FALWELL  AND  ROBERTSO 


A  HOUSE  (AND  SENATE) 
DIVIDED 


Branches  of  the  GOP's  family  tree: 
Branch/Leading  lights 


COUNTRY-CLUBBERS 

*  George  Bush  . 

->  Virginia  Senator  John  Warner 


SOCIAL  CONSERVATIVES 

■  Ex-Education  Secretary  Bill  Bennett 
^  Former  Veep  Dan  Quayle 


ESTABLISHMENT  CONSERVATIVES 

•  Senate  Minority  Leader  Bob  Dole 
*.  House  Minority  Leader  Bob  Michel 


RELIGIOUS  RIGHT 

Broadcaster  Pat  Robertson 
-  Senate  candidate  Oliver  North 


ARCHCONSERVATIVES 

&  Commentator  Pat  Buchanan 

•  North  Carolina  Senator  Jesse  Helms 


DATA:  BUSINESS  WEEK 
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nated  by  religious  zealots  dubbed  "Quis- 
tians,"  Carlson  is  likely  to  be  denied  his 
party's  endorsement  at  a  June  17  state 
convention.  So  he  plans  to  bring  his 
case— and  a  17-point  lead  in  the  polls— di- 
rectly to  party  members  in  the  Sept. 
13  GOP  primary. 

Call  it  the  revenge  of  the  country- 
clubbers.  Stunned  by  the  takeover  of  at 
least  16  state  party  organizations  by  re- 
ligious and  social  conservatives.  Estab- 
lishment Republicans  are  trading  in  golf 
clubs  for  battle  armor  as  they  try  to 
blunt  the  growing  strength  of  an  ag- 
gressive right  wing.  "It's  very  frighten- 
ing," frets  pro-choicer  Mary  Dent  Crisp, 
a  former  Republican  National  Committee 
co-chair.  "They're  sophisticated,  they 
work  hard,  and  they  have  intensity.  We 
ignore  them  at  our  own  peril." 


could  blow  the  party  out  of  the  water 
for  years,"  says  Dolly  Madison  McKenna, 
trounced  in  her  bid  for  the  Texas  GOP 
chair. 

The  hard-liners  scoff  at  such  pessi- 
mism. Pointing  to  recent  House  special 
election  victories  in  Oklahoma  and  Ken- 
tucky, they  argue  that  they  are  vital  to 
Republican  successes.  And  the  right 
wants  to  make  sure  that  gop  pragma- 
tists  don't  compromise  on  abortion,  fam- 
ily values,  and  other  core  issues.  "The 
war  is  on  now,"  warns  conservative 
strategist  Greg  Mueller.  "And  when  it  is 
over,  the  hard-core  Establishment  Re- 
publicans are  going  to  be  extinct." 

The  strength  of  social  conservatives 
within  the  Republican  Party  has  been 
growing  for  two  decades.  And  represen- 
tatives of  the  party's  right  wing,  such  as 


well.  When  he  distanced  himself  fro" 
North  on  June  5,  outraged  right-winge  i 
prompted  Dole  to  reverse  himself  af 
donate  $5,000  to  North's  campaign. 

The  moderates  won't  surrender  po1 
er  without  a  fight,  though.  In  PennsyK 
nia,  Republican  National  Commit! 
member  Elsie  Hillman  of  Pittsburj 
spent  $300,000  of  her  own  money  to  ci 
ate  a  centrist  Republican  Future  Funl 
In  the  May  10  primary,  Hillman 
candidates  triumphed  over  10  Christ! 
Coalition  candidates  in  Allegheny  Cou 
ty,  though  her  candidates  had  mix* 5 
success  in  rural  areas.  But  even  tl 
fund's  executive  director,  John  Dennr 
says  his  troops  will  never  match  fell 
zeal  of  the  Christian  soldiers  arrayt 
against  them.  "The  problem  with  mode 
ates  is  just  that:  We're  moderate,"  sa; 
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ly.  "We  have  this  live-and-let-live 
tide.  We've  got  to  get  passionate.*' 
1  Capitol  Hill,  Representative  Steve 
ierson  (R-Wis.)  decided  to  stand  up 
le  right  and  formed  a  group  of  30 
centrists.  Retribution  was  swift.  A 
grvative  Christian  filed  against  him 
e  Sept.  13  GOP  primary  and  accused 
of  coddling  pornographers  by  voting 
ist  a  40%  cut  for  the  National  En- 
nent  for  the  Arts.  Protests  Gun- 
in:  "In  the  name  of  Christ,  the  pol- 

of  hate  these  people  practice  is 

scary." 


Next  door,  in  Minnesota,  the  Carlson 
forces  think  they  were  helped  when 
Quist  declared  that  men  were  geneti- 
cally predisposed  to  run  families.  While 
such  statements  may  help  Carlson  in 
the  primary,  the  holy  war  may  have 
hurt  the  party's  prospects  in  Novem- 
ber—and beyond.  The  1994  skirmishes 
are  only  a  prelude  to  the  1996  Presi- 
dential showdown.  Already,  would-be 
candidates  are  toeing  the  line  on  issues 
dear  to  the  right,  including  gay  rights, 
family  values,  vouchers  for  religious 
schools,  and  prayer  in  public  schools. 


The  Republicans'  internal  jihad  comes 
as  a  joy  to  Clintonites.  "Ultimately,  you'll 
see  the  crack-up  of  the  Republican  coali- 
tion," gloats  Clinton  adviser  Paul  E.  Be- 
gala.  "They  are  driving  out  sensible  cen- 
trists and  conservatives.  It's  going  to 
be  impossible  for  them  to  hold  both  the 
suburban,  dual-income  couples  and  these 
radical,  fanatical  right-wingers."  White 
House  strategists  pray  for  that  scenario. 
But  GOP  true  believers  are  convinced 
it's  their  prayers  God  will  answer. 

By  Richard  S.  Dunham  in  Washing- 
ton, with  Stephen  Baker  in  Pittsburgh 


ill  LE  I 


V  ELFARE  REFORM  FROM 
/  MOM  WHO'S  BEEN  THERE 

W  >lsey's  plan  would  be  far  costlier  than  Clinton's 


Wk  ^hen  President  Clinton  hit  the 

fmm  hustings  in  Kansas  City  on 

'mm  June  14  to  announce  his  new 
are  plan,  one  congressional  Demo- 
,  California's  Lynn  C.  Woolsey,  was 
■hing  with  a  gimlet  eye.  Clinton  pro- 
id  the  most  comprehensive  reform 
3  the  1960s,  including  new  work  re- 
ements  and  a  tough  new  two-years- 
you're-out  provision  to  get  more  re- 
;nts  off  the  rolls  faster.  Woolsey's 
:ial  interest:  She's  Congress'  only 
ler  welfare  mom. 

representative  once  on  the  dole? 
ilsey's  troubles  started  back  in  1967, 
n  she  was  29  and  living  the  dream 
he  baby-boom  generation:  three 
lg  children,  successful  husband,  and 
ce  house  in  the  Northern  California 
jrbs.  "A  virtually  Leave  It  to  Beaver 
'  she  recalls  wistfully. 
broken.  But  the  dream  life  ended, 
says,  when  her  marriage  fell  apart. 

F;  life  spiraled  out  of  control.  Divorce. 

^  DW-paying  job  that  couldn't  cover 
d-care  costs.  And  finally,  welfare. 
3  truth  of  the  matter  is,  even  today  I 
the  face  of  what  is  a  typical  welfare 
her— white,  two  children,  and  on  wel- 
because  the  father  deserted  or  di- 
;ed,"  she  says.  She  still  remembers 
system's  dehumanizing  bureaucracy 
roadblocks  to  self-sufficiency. 
.  quarter-century  later,  to  be  sure, 

^  )lsey  supports  radical  welfare  reform, 
lieve  me,  the  system  is  broken,"  she 
3.  "It  doesn't  work  for  welfare  recip- 
s,  and  it  doesn't  work  for  taxpay- 
"  But  she  calls  the  President's  two- 
r-cap  proposal  "just  too  inflexible.  It 
i  me  three  years  [to  escape  welfare], 
I  wasn't  ever  in  the  slow  class." 
1  despite  being  a  rookie  in  Congress, 
has  become  a  key  player  in  the  de- 


AGE  56 


bate.  "Her  day-to-day 
knowledge  can't  be 
duplicated  by  hear- 
ings," notes  House 
Speaker  Thomas  S. 
Foley  (D-Wash.). 

Woolsey  is  push- 
ing for  a  far  more 
costly  package  than 
Clinton's.  She  has 
teamed  up  with  Rep- 
resentative Ralph 
Regula  (R-Ohio)  to 
craft  a  proposal  that 
would  abolish  rides 
that  penalize  work, 
strengthen  child-sup- 
port collection  from 
absent  husbands,  and 
expand  training,  child 
care,  and  education 
programs.  Its  estimat- 
ed $20  billion  price 
tag  would  be  offset 
largely  by  reductions 
in  welfare  rolls  as 
women  collect  more 
child  support,  as  well 
as  by  defense  cuts. 

Critics  scoff  that 
the  funding  will  never 
materialize,  trans- 
forming a  big-hearted 
plan  into  a  big-time 
budget-buster.  They 
say  a  government- 
based  solution  won't 
deal  adequately  with 
problems  such  as  ille- 
gitimacy and  the  culture  of  dependency 
spawned  by  the  current  system.  Rep- 
resentative E.  Clay  Shaw  (R-Fla.)  calls 
Woolsey's  personal  triumph  "heroic"  but 
says  she  ignores  abuses  by  teenagers 


CONGRESSWOMAN 
LYNN  WOOLSEY 


HOME  Petalumo,  Calif.  

TURNING  POINT  #1  Applies 
for  welfare  in  1968.  Calls  first 
year  on  the  dole  "the  hell  year 
of  my  life"  after  1  3  baby-sitters 
and  frustrating  encounters  with 
bureaucrats. 

TURNING  POINT  #2  Lands  an 
entry-level  job  with  Harris  Digi- 
tal Telephone  division  in  1  969, 
rising  to  become  human  re- 
sources manager.  Founds  her 
own  business  in  1 980. 

EDUCATION  Completes 
bachelor's  degree  at  age  42  at 
the  University  of  San  Francisco. 

PET  ISSUES  Welfare  reform, 
child-support  enforcement,  miss 
ing  children. 
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who  have  babies  simply  to  receive  more 
benefits. 

Woolsey  retorts  that  many  politicians 
are  more  interested  in  de- 
monizing  welfare 
recipients  than  in 
helping  kids.  "This 
whole    debate  is 
full  of  myths,"  she 
gripes.  "We  end  up 
punishing  innocent 
children  because  they 
are  poor.  What  are 
they  going  to  do?  Go 
to  work?" 

Work  is  exactly 
what  got  Woolsey  off 
welfare.  In  1969,  she 
landed  a  $580-a-month 
entry-level  job  at  a 
small  startup  compa- 
ny and  rose  through 
the  ranks,  leaving 
welfare  after  three 
years  and  eventually 
becoming  the  compa- 
ny's human  resources 
manager.  She  quit  af- 
ter 11  years  to  form 
her  own  company, 
Woolsey  Personnel 
Service.  After  a  sev- 
en-year stint  on  the 
Petaluma  city  council, 
Woolsey  in  1992  won 
a  House  seat  repre- 
senting parts  of 
Marin  and  Sonoma 
Counties  near  San 
Francisco. 

Despite  her  efforts, 
Woolsey  is  not  sure 
her  colleagues  "have 
the  courage"  to  em- 
brace her  expensive 
approach.  She  knows 
she  won't  get  every- 
thing she  wants.  But 
for  welfare  recipients 
frustrated  by  the  bureaucracy  and  per- 
verse rules  of  the  current  system,  just 
having  her  at  the  table  is  a  big  step 
forward. 

By  Richard  S.  Dunham  in  Washington 
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Grasp 


Everything  we  do 
starts  with  knowing 
a  client's  business 
inside  out.  That's 
the  key  —  to  antici- 
pating their  needs, 
to  solving  their  prob- 
lems, to  bringing 
them  opportunities 
they  might  not  find 


on  their  own." 


Whether  we're  arranging  a 
financing  in  Hong  Kong, 
completing  an  acquisition 
in  Italy,  or  helping  to 
structure  a  distribution 
channel  for  new  products 
in  Latin  America,  we  serve 
our  clients  by  following 
a  few  simple  rules.  Under- 
stand their  objectives. 
Understand  their  business. 
Understand  how  to  make 
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EXECUTIVE  SUITE  I 


ATS&S 


Simon  &  Schuster's  parent  shows 
Chairman  Snyder  the  door 


F 


irings  aren't  gracious  affairs.  And 
Viacom  Inc.'s  peremptory  dismis- 
sal of  Richard  E.  Snyder  on  June 
14  was  no  exception.  A  senior  Viacom 
executive  says  Simon  &  Schuster-  Inc.'s 
headstrong  chairman  simply  didn't  fit 
into  the  team  being  assembled  by  Via- 
com Chairman  Sumner  M.  Redstone 
since  he  acquired  the  publisher's  par- 
ent, Paramount  Communications  Inc. 

But  when  author  and  Snyder  loyalist 
Bob  Woodward  called  Redstone  to  com- 
plain about  the  sacking,  he  says  Red- 
stone distanced  himself  from  it— saying  it 
was  the  "agenda"  of  Viacom  President 


Frank  J.  Biondi  Jr.  Red- 
stone didn't  return  a  call 
seeking  comment. 

One  can  understand  Via- 
com's awkwardness.  How 
do  you  mollify  a  writer 
such  as  Woodward,  who 
has  developed  ties  to  Sny- 
der that  span  two  decades? 
Indeed,  as  rival  publishers 
sift  through  the  fallout  from 
Snyder's  stunning  ouster, 
several  say  Simon  &  Schus- 
ter's trade  publishing  divi- 
sion—with its  stable  of  ce- 
lebrity authors— may  suffer 
the  most  harm. 
WHO?  Snyder's  replace- 
ment, Simon  &  Schuster 
Chief  Operating  Officer  Jonathan  New- 
comb,  made  his  name  as  a  competent 
administrator  rather  than  a  visionary 
publisher.  Among  his  accomplishments: 
the  surprisingly  smooth  integration  of 
Macmillan  Inc.  into  Simon  &  Schuster. 
Paramount  acquired  Macmillan  for  $553 


WITH  SNYDER  CONE, 
WILL  AUTHORS  GO  TOO? 


million  last  November.  E 
two  well-known  Simon 
Schuster  authors  say  th 
have  had  no  contact  wi 
Newcomb,  and  even  a  t 
editor  there  says  she  h 
dealt  with  him  only  rare 
Newcomb  promises 
higher  profile:  "I'll  ha; 
more  personal  relationship 
with  creative  people  in  t  j 
industry."  But  otherwise, 
plans  to  continue  Snyde 
strategy  of  overseas  expt 
sion  and  technological  ini 
vation.  Given  how  Simon 
Schuster  has  changed 
the  past  decade,  Viacc 
may  not  view  Newcoml 
background  as  much  of  a  handicap.  Or 
23%  of  the  company's  $2  billion  in  re\ 
nue  comes  from  consumer  publishir 
Bob  Woodward  may  be  crying  foul.  B 
his  is  a  shrinking  voice  in  Viacon 
growing  empire. 

Bu  Mark  handler  in  New  Yc 


MERGERS  I 


REALITY  PLAYS 
MATCHMAKER 


Now,  MetLife/Travelers  must  rush 
to  beef  up  a  managed-care  business 


F<  a-  a  year,  merger  frenzy  has 
gripped  the  health-care  world.  Giant 
drugmakers  Merck  &  Co.  and 
Roche  Holding  Ltd.  have  bought  distrib- 
utors and  smaller-  rivals.  Health-care  pro- 
viders Columbia  Healthcare  Corp.  and 
HCA  have  agreed  to  combine  operations. 
Amid  the  tumult,  though,  the  insurance 
industry  has  been  strangely  quiet. 

Until  now.  On  June  14,  Travelers  Cos. 
and  Metropolitan  Life  Insurance  Co.  an- 
nounced they  would  combine  their  health 
operations  in  a  transaction,  valued  at 
$1  billion,  that  will  create  the  nation's 
largest  health  insurer  (chart).  MetLife 
also  will  buy  Travelers'  group  life,  dis- 
ability, and  dental-coverage  businesses. 
"We  decided  to  put  Snoopy  with  the  red 
umbrella,"  says  San  ford  I.  Weill,  Travel- 
ers' chairman. 

On  one  level,  the  merger  is  simply  a 
way  for  two  industry  also-rans  to  beef 
up.  More  important,  though,  is  the  huge 
shift  it  portends  for  the  business.  Trav- 
elers and  MetLife,  like  many  insurers, 
are  rooted  in  traditional  indemnity 
plans— under  which  they  just  pay  medi- 
cal bills  as  received.  The  new  company 
will  be  almost  single-minded  in  trying  to 


move  patients  out  of  traditional  policies 
and  into  HMOs  and  other  such  organiza- 
tions. "There's  no  question  that  this  deal 
is  centered  around  managed  care,"  says 
Gary  D.  Lake,  a  principal  at  consultant 
A.  Foster  Higgins  &  Co. 

Rivals  are  racing  to  build  managed- 
care  businesses,  too.  CIGNA  Corp.  plans 
to  increase  membership  in  its  health 
maintenance  organizations  by  at  least 
10%  annually  for  the  next  several  years. 
Aetna  Life  &  Casualty  Co.,  in  the  midst 
of  a  strong  drive  to  build  a  captive  net- 
work of  doctors'  offices,  estimates  that 
the  trend  away  from  indemnity  busi- 
ness will  draw  80%  of  the  $250  billion 
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market  into  managed  care  by  19! 

Travelers  and  MetLife  think  th 
have  found  the  right  leader  for  that  nc 
reality.  They  are  bringing  in  Kennc 
L.  Simmons,  former  chief  executive 
United  Healthcare  Corp.,  a  Mirmeton 
(Minn.)-based  HMO,  to  oversee  the  com 
nation.  Simmons,  who  also  built  Prud( 
tial  Insurance  Co.'s  HMO  business,  is  w 
regarded  in  the  industry. 
better  deals.  The  new  chief  must  quic 
ly  build  up  a  managed-care  operation 
most  from  scratch.  "It's  clear  that  t 
top  three  are  way  ahead  of  Met  ai 
Travelers  in  terms  of  the  managed-ca 
base,"  says  Lawrence  G.  Mayewski,  s( 
ior  vice-president  of  A.M.  Best  Co., 
insurance  rating  agency.  MetLife  ai 
Travelers  have  solid  corporate-groi 
health  businesses,  but  both  have  lagg 
behind  rivals  in  managed  care.  Cor 
bined,  they  have  391,000  consumers  c- 
rolled  in  HMOs.  CIGNA  has  3.1  million  W 
customers,  Prudential  1.5  million,  ai 
Aetna  1.2  million.  One  disadvantage 
the  MetLife/Travelers  merger  in  offs< 
ting  this  lag:  Many  of  the  two  comp 
nies'  managed-care  networks  overlap. 

Still,  the  combined  operations  w 
likely  negotiate  better  deals  with  doctc 
and  hospitals.  And  back-offi 
staff  probably  will  be  coi 
bined,  cutting  overhead.  I 
deed,  say  analysts,  such  ef 
ciencies  likely  will  drive  mo 
big  deals  in  the  sleepy  i 
surance  industry.  Travelers  ar 
MetLife  simply  figured  that  fa 

out  first. 
. ,  Bu  Chris  Roush  in  Hurtfo 
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BASEBALL'S  STRIKE  TALK 
TURNS  SERIOUS 

The  owners'  plan  could  mean  empty  stadiums  and  frantic  fans 


T 


|ake  a  cold  drink  in  hand,  lean 
back,  and  think  baseball.  The 
thwack  of  ball  hitting  bat.  The  roar 
of  the  fans  in  the  bleachers.  The 
screams  of  multimillionaire  baseball  own- 
ers crying  poverty  to  millionaire  players 
who  threaten  to  lay  down  their  gloves  if 
their  salaries  are  touched. 

Yup,  it's  that  time.  Labor  negotia- 
tions have  begun  in  Major  League  Base- 
ball, and  the  outlook  calls  for  deja  vu  all 
over  again.  As  usual,  the  clubs  are  un- 
happy about  player  salaries,  which  have 
doubled  in  five  years.  The  owners'  solu- 
tion, presented  to  the  players'  union  on 
June  14:  a  cap  on  salaries  and  benefits 
at  50%  of  revenues. 

OMINOUS  GROWLS.  It  ain't  flying.  The 
players,  well  content  with  their  $1.2  mil- 
lion a  year  average  paychecks,  are 
growling  ominously  about  a  strike  come 
August.  That  would  put  the  two  sides  at 
zero  for  eight— a  strike  or  lockout  every 
time  they've  bargained  since  1972.  This 
time,  "once  they  force  us  to  go  out, 
it  will  probably  be  a  long  time  be- 
fore we're  back,"  warns  Donald  M. 
Fehr,  chief  negotiator  for  the  Major 
League  Baseball  Players  Assn. 

It's  easy  to  see  why  the  owners 
want  to  play  hardball.  Player  sala- 
ries have  soared  to  58%  of  revenues 
this  year,  from  43%  in  191)0  (chart I. 
Meanwhile,  the  league's  national  TV 
revenue  has  skidded  from  $365  mil- 
lion a  year  under  the  four-year  con- 
tract that  expired  in  1993  to  per- 
haps $105  million  this  year,  according 
to  initial  league  estimates.  Although 
two  new  stadiums  and  fat  product  li- 
censing fees  have  offset  some  of  the 
loss,  the  clubs'  total  revenues  still 


slipped  by  $50  million  this  year,  to  $1.78 
billion.  Result:  a  $150  million  loss  this 
year,  says  Richard  Ravitch,  baseball's 
chief  labor  negotiator. 

More  important  is  the  distribution  of 
revenues  among  the  league's  rich  and 
poor.  National  TV  money  is  divvied  up 
among  all  the  owners.  But  clubs  in  large 
markets,  such  as  New  York  and  Atlanta, 
win  big  local  TV  and  other  revenue  that 
they  don't  share.  So  they  can  outspend 
rivals  and  still  turn  a  profit.  The  At- 
lanta Braves  coughed  up  $52  million  for 
salaries  this  year;  impoverished  San  Die- 
go will  spend  about  $15  million. 

The  owners  hope  the  salary  cap  will 
solve  these  problems.  All  clubs  would 
spend  the  same  amount:  50%  of  annual 
league  revenues  divided  by  28  teams. 
This  would  limit  rich  teams'  advantage 
in  buying  talent,  although  clubs  would 
have  the  leeway  to  spend  84%  to  110% 
of  the  average.  The  union  and  owners 
would    negotiate    minimum  salaries 
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through    players'  fou 
year.  After  that,  they  co 
sell  their  skills  to  the  hi 
est  bidder.  However,  cl 
could  match  any  offer 
player  got  for  two  years 
Players  would  be  guaranteed  to  g! 
half  of  all  revenues  and  no  less  thi 
the  $1  billion  they'll  get  this  year— w 
less  league  revenues  drop.  "Plays 
wouldn't  take  a  pay  cut,"  says  Ravitd 
"All  we're  saying  is  that  future  grow 
will  be  divided  equally  between  play 
and  owners." 

The  players'  response:  Let  the  fr 
market  solve  any  pay  problems.  If  t 
owners'  losses  are  really  so  onero' 
market  pressures  would  force  salari! 
down.  Indeed,  because  revenues  ha 
grown,  owners  have  $135  million  mo! 
left  over  after  salaries  today  than  thi 
did  when  players  took  41%  of  revenu 
in  1989.  The  union  also  distrusts  tl 
league's  revenue  and  loss  figures.  P. 
ter  all,  says  Fehr,  clubs  fetch  more  e 
ery  time  they're  sold.  Last  year,  tl 
Orioles  went  for  a  record  $173  millior 
LOSING  PITCHER.  In  reality,  argues  Fet 
any  losses  that  may  exist  are  borne  p: 
marily  by  the  smaller-market  teams.  B 
solution?  Let  big-city  clubs  share  loc 
revenue  with  smaller  ones  and  balaro 
out  payrolls,  as  football  teams  do.  Ow 
ers  did  agree  to  limited  revenue-sharii 
in  January,  but  not  enough  to  solve  tl 
payroll  disparity.  "The  small-market  gu; 
need  money,  and  the  larger  ones  wor 
pay,"  says  Fehr.  "So  they  want  us 
solve  their  problem." 

Both  sides  have  debated  this  issi 
for  so  long  that  their  arguments  see^ 
scripted.  And  so  does  the  conclusion: 
strike  this  August  if  no  agreement 
reached.  In  a  strike,  "I'll  lose  anythir 
from  $750,000  to  $1  million,"  dependir 
on  when  it  begins,  says  Atlanta  pitch* 
Tom  Glavine.  "That's  not  easy  to  wa 
away  from."  But  he'd  do  it:  August 
when  pennant  races  swing  into  hig 
gear,  giving  the  union  more  bargai 
ing  leverage. 

Given  the  likelihood  of  a  walkou 
the  real  question  is  the  strength  < 
the  owners'  resolve.  In  prior  fao 
offs,  big-city  owners  were  unwillir 
to  help  i  heir  small-city  brethren  ar 
caved  in.  This  time,  "there's  no  con 
missioner  to  foul  things  up,"  saj 
one  hard-line  owner.  Instead,  Bu 
Selig,  the  Milwaukee  Brewers'  owi 
er  who's  serving  as  acting  comml 
sioner,  has  tried  to  forge  a  unite 
front.  If  he  succeeds,  fans  may  fac 
a  long,  dry  summer.  No  thwack.  N 
roar.  Only  groans. 

By  Aaron  Bernstein  in  New  Yori 
with  David  Greising  in  Atlanta 
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If  Michael  Carmody  had  a  ThinkPad  360C,  he  could  stay  within 
his  budget  and  still  have  the  processor  he  needs,  the  hard  drive  he  needs,  and 
the  color  screen  he  doesn't  need  but  really  really  wants. 


The  IBM  ThinkPad  360C. 
Now  available  to  Michael  Carmody. 
And  everyone  else. 


information,  contact 
lorized  dealer 
jr  Personal  Systems 
ter  at  1-800-772-2227 
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FORGET  WOODSTOCK— THESE  FOLKS 
ARE  HEADIN'  TO  SPRING  HILL 


Thousands  of  fanatic  Saturn  owners  are  revving  up  for  a  Tennessee  party 


„fHeuNnet>sTAK*tsj  Question:  If  30,000 
Saturns  are  parked  in 
the  same  lot,  how  do 
you  find  the  one  that's 
yours?  Answer:  Be 
sure  to  apply  your  special  I.  D.  decal  to 
the  car  before  you  leave  it. 

That's  the  sort  of  happy  dilemma 
faced  by  the  planners  of  the  Saturn 
Homecoming  in  Spring  Hill,  Term.,  on 
June  24-25— a  huge  confab  for  owners 
of  cars  made  by  the  General  Motors 
Corp.  unit.  Hard  as  it  is  to  believe,  Sat- 
urn owners  from  as  far  away  as  Tai- 
wan, Hawaii,  and  Alaska  are  flocking 
to  the  tiny  town  (estimated  population, 
3,500)  where  their  cars  were  made. 
They  will  be  entertained  by  country  mu- 
sic star  Wynonna  Judd,  will  browse 
through  craft  fairs— and,  of  course,  tour 
the  Saturn  assembly  plant. 

Many  attendees  have 
planned  their  vacations 
around  this  automotive 
Woodstock.  Bob  Steele, 
a  retired  oil-field  work- 
er, and  his  wife,  Jean- 
nine,  are  part  of  a  Cali- 
fornia caravan  making 
the  10-day,  2,200-mile 
trek,  with  stops  at  Sat- 
urn dealerships  along 
the  way.  "We're  being 
treated  like  royalty," 
says  Steele.  "You  can't 
beat  it." 

"AFFECTION."  All  this  to 
celebrate  a  car?  Quirky, 
sure,  for  an  econobox  to 
inspire  the  loyal  follow- 
ing of  a  fancy  sports  car. 
But  Saturn's  popularity 
is  partly  the  result  of  a 
carefully  calculated  mar- 
keting campaign.  Saturn 
won't  say  how  much  it's 
spending  on  the  Spring 
Hill  event,  which  fits  the 
folksy  image  the  CM  di- 
vision lias  nurtured  since 
its  1990  debut.  The  cult 
of  Saturn  "is  corporately 
manipulated,"  says  Stu- 
art W.  Leslie,  a  history 
professor  at  Johns  Hop- 
kins University  and  a 
happy    Saturn  owner. 


"But  it  only  works  because  people  feel  a 
genuine  affection  for  the  company."  Why 
else  have  many  owners  volunteered  to 
work  as  greeters  at  local  dealerships? 

Saturn  and  its  dealers  have  been  re- 
markably successful  in  cultivating  a  bond 
with  buyers.  "With  Saturn,  you  feel  part 
of  something  different,"  says  Joe  Hardi- 
son,  an  Apopka  (Fla.)  owner  who's 
trekking  to  Spring  Hill.  Sales  staff  give 
new  owners  a  big  send-off  cheer  on  the 
showroom  floor  when  they  take  delivery 
of  their  new  car.  Then  they  welcome 
them  back  for  weekend  barbecues  and 
car  clinics.  Customer  coddling  has  helped 
Saturn's  sales  rebound  this  spring,  after 
several  sluggish  months.  May  sales 
jumped  14%  from  the  year  earlier,  to 
nearly  26,000,  and  Saturn's  inventory 
of  unsold  cars  dropped  46%,  to  a  54- 
days'  supply. 


SATURN'S  HOMECOMING:  THE  VITAL  STATS 


EXPECTED  ATTENDEES 

20,000  to  30,000 
L0NUST  TRIP  from 
Taiwai 


EMPLOY  EE  VOLUNTEERS 

2,000  

MIMES,  CUiWNS,  AND 
JUGGLERS  12  

SIGNS  1,169 


TENTS  200 


CINNAMON  BUNS  6,000 


TRASH  CANS  92 


TATTOO  PARLORS  One 

(washable  tattoos  only) 
BIGGEST  CHALLENGE 

Finding  your  Saturn  in 
[  the  parking  lot  at 
day's  end 


DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


Saturn  Homecoming  is  just  anot 
form  of  customer  appreciation,  sat 
Donald  W.  Hudler,  the  company's  vi<j 
president  for  sales,  service,  and  m; 
keting.  The  event  was  a  response 
hundreds  of  requests  to  view  Saturi 
assembly   line.   Still,   Hudler  add! 
"We're  kind  of  astonished  that  so  mail' 
people  are  making  the  time  comm' 
ment  to  come." 

Saturn  is  taking  full  advantage  | 
the  event.  Its  advertising  agency,  ri 
Riney  &  Partners,  created  televisiiji 
ads  that  wryly  poke  fun  at  the  notiji 
of  Saturn  devotees  passing  up  natior! 
treasures  such  as  Yellowstone  Natior 
Park's  Old  Faithful  "to  meet  the  gu 
who  put  the  window  stripping  on  tht 
cars." 

TATTOOS,  TOO.  More  than  2,000  of  Si 
urn's  8,700  workers  have  volunteer 
to  greet  visitors,  drive  shuttle  busc 
and  staff  food  booths.  Six  stages  w 
provide  live  music,  including  a  perfc 
mance  by  Judd  that  also  featur 
Olympic  gold-medal  skater  Dan  Jansi 
and  gospel  singers  CeCe  and  Bel 
Winans.  The  company  is  charging  a 
mission  of  $34  for  adults  and  $17  i 
children,  but  visitors  also  can  use  the 
ticket  for  free  admission  to  the  nearl 
Opryland  USA  then 
park. 

Saturn  picked  i 
some  tips  by  sending 
team  of  organizers 
study  Harley-Davidsor 
reunion  last  year,  wh( 
nearly  100,000  leathe 
clad  bikers  descended  ( 
Milwaukee.  Maybe  that 
where  the  idea  for  tl 
tattoo  parlor  came  fror 
(Of  course,  the  ink  c 
the  Saturn  logo  tattc 
will  be  removable.)  Car 
make  it  to  Spring  Hil 
No  sweat.  Local  Satui 
dealers  are  staging  the 
own  wingdings  th; 
could  draw  100,000  moi 
folks. 

Still,  why  would 
many    people  opt 
spend  their  vacation 
Spring  Hill?  Says  Lon 
Island    (N.Y.)  Satur 
dealer  Michael  Lazaru 
"America   is   a  funn 
place."    And    for  on 
weekend  in  late  June, 
small  town  in  rural  Tei 
nessee  will  be  just  a  li 
tie  kookier  than  most, 
By  Kathleen  Kerwi 
with  Deidre  A.  Depke  i 
Detroit 
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Diane  Epstein  could  have  all  fourteen  people  in  her  office  happily  sharing  files, 

rding  e-mail  and  cruising  along  her  own  little  information  superhighway  -  without  worrying 
about  crashes  -  if  she  had  an  IBM  PC  Server. 
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A  VERDICT  THAT  COULD 
SULLY  EXXON'S  CREDIT 


A nine-person  jury  in  An- 
chorage, Alaska,  may 
have  breached  Exxon's  rela- 
tively impenetrable  defenses. 
On  June  13,  it  decided  that 
the  oil  company  should  be 
punished  for  recklessness  in 
the  Valdez  oil  spill.  Now, 
lawyers  for  the  14,000  fisher- 
men, Alaskan  natives,  and 
others  say  they'll  seek  $15  bil- 
lion in  damages.  Few  analysts 
think  the  final  award  will  go 
nearly  that  high.  But  even  a 
smaller  settlement  could  force 
Exxon  to  borrow  what  it  has 
not  already  set  aside  for  a  set- 
tlement, putting  its  gold-plated 
credit  rating  at  risk.  And 
while  the  company  already 
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FUNERAL  MARCH 

Money  is  flying  in  the  once-sober 
funeral  business.  On  June  9, 
Service  Corp.  International 
announced  the  industry's 
first-ever  hostile  takeover  bid,  a 
$  1  30  million  offer  for  Britain's 
Great  Southern  Group  that 
would  give  it  a  firm  European 
base.  So  far,  J.D.  Field  &  Sons, 
the  private  family  outfit  that  owns 
56%  of  Great  Southern's  stock,  is 
resisting.  But  SCI  has  tended  to 
get  its  way:  It  became  the 
industry  giarvt,  with  $899  million 
in  sales  last  year,  by  buying 
hundreds  of  funeral  homes  and 
cemeteries  in  the  last  decade.  It 
has  also  locked  up  future  market 
share  by  arranging  preplanned 
funerals  for  the  still  living. 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC, 


sells  $1  billion  in  assets  a 
year,  "this  could  accelerate 
some  decisions,"  says  Merrill 
Lynch  analyst  Gus  Fliakos. 


HEADLINER 


IS  IT  MAYDAY 
FOR  USAIR? 


Can  USAir  pull  out  of  its 
dive?  With  partner  British 
Airways  threatening  to  write 
down  its  investment,  the  long- 
troubled  airline  disclosed  on 
•June  14  that  it  had  asked  its 
unions  for  $500  million  a  year 
in  permanent  concessions.  It 
hopes  to  generate  another 
$500  million  in  annual  savings 
through  a  wholesale  restruc- 
turing that  would  include  staff 
cuts,  subcontracting  some 
ground  services,  and  offering 
more  shuttle-like  flights.  That 
USAir  employees  will  agree 
isn't  certain;  union  leaders 
have  questioned  whether  deep 
labor  concessions  are  needed. 
Some  industry  experts  also 
suspect  that  the  proposed  re- 
structuring comes  too  late  for 
the  airline,  which  has  been  los- 
ing altitude  after  $2.4  billion  in 
accumulated  losses  since  1988. 


GM:  A  COURT  WIN 
AND  A  HOT  BATTERY 


Does  anyone  remember 
the  Shannon  Mosely  de- 
cision? A  year  ago,  a  U.  S. 
court  awarded  $105  million  to 
the  family  of  a  Georgia 
teenager  killed  in  a  General 
Motors  pickup  truck  in  1989. 
In  a  stunning  reversal  June 
13,  though,  Georgia's  Court  of 
Appeals  threw  out  the  origi- 
nal verdict.  The  three-judge 
panel  explained  that  it  over- 
turned the  case  partly  be- 
cause the  plaintiffs'  lawyers 
had  improperly  told  the  jury 
about  120  lawsuits  involving 
GM  trucks  and  about  a  pend- 
ing federal  investigation  into 
whether  the  trucks  should  be 
recalled. 

Separately,  gm  announced 
that  it  has  formed  a  venture 
to  manufacture  a  revolution- 
ary new  battery.  Its  partner, 
Ovonic  Battery,  is  developing 
a  nickel-metal-hydride  battery 


FOR  TARTIKOFF,  IT'S  A  WHOLE  NEW  WORLD 


■  f  Brandon  Tartikoff  was 
I  hoping  to  ease  the  stress  of 
a  bicoastal  existence,  his  new 
job  certainly  won't  help.  The 
programming  whiz,  who  lives 
in  New  Orleans  but  produces 
shows  in  Los  Angeles 
said  June  14  that 
he  would  become 
head  of  the 
production  arm 
of  New  York- 
based  New 
World  Commu- 
nications. 

Financier  Ron 
Perelman,  who 
owns  New  World,  ap 
proached  Tartikoff  the  day 
New  World  announced  a  deal 
with  Rupert  Murdoch  to 
switch  its  12  TV  stations  to 
Murdoch's  Fox  Broadcasting. 
Tartikoff,  who  turned  NBC  into 
the  No.  1  network  in  the 
1980s,  now  hopes  to  vault 


New  World  into  the  fro! 
rank  of  TV  programmers.  Ne< 
World  is  developing  sever 
projects  for  Fox.  And  Tar 
koff  will  continue  to  nurtui 
projects,  such  as  a  Tom  Claj 
cy  miniseries,  OP  Ce 
ter,  that  he  beg* 
as  an  independe 
producer. 

Tartikoff,  4 
says  he  will  r 
main  in  Ne 
Orleans,  whe: 
his  daughter  Ci 
la,  though  no 
much  improved 
still  undergoing  reh 
bilitation  for  injuries  that  si 
suffered  in  a  1991  car  ac< 
dent.  But  Tartikoff  jokes  th 
he'll  now  rack  up  even  mo] 
frequent-flier  miles  shuttlii 
from  the  Gulf  Coast  to  tl 
other  two. 

By  Mark  Land! 


that  could  double  the  range 
of  electric  vehicles,  to  as 
much  as  200  miles  per  charge. 


GE  PLUGS  A  GAP 
AT  KIDDER 


Kidder  Peabody  has  cost 
parent  General  Electric 
$200  million  this  spring.  Re- 
sponding to  a  story  in  The 
Wall  Street  .Journal,  Kidder 
confirmed  the  capital  infusion 
from  its  GE  Capital  subsidiary. 
The  purpose:  "to  replenish  the 
impact  of  the  Joseph  Jett 
trading  scheme,"  says  Dennis 
I).  Dammerman,  gk's  cfo. 
Kidder,  he  says,  remains  a 
strong  franchise.  But  skeptics 
abound.  Says  Michael  Flanna- 
gan,  analyst  at  Lipper  Ana- 
lytical Securities:  "Kidder's 
franchise  is  dissipating." 


A  U.S.  CHIPMAKER'S 
VIDEO-GAME  VICTORY 


to   now,   your  kid's 
mind-numbing  video-game 
players  have  come  from  a 


u 


largely  Japanese  cast.  But 
U.  S.  manufacturer  is  gettii 
in  on  the  fun:  Sony  announc< 
June  15  that  LSI  Logic  of  M 
pitas,  Calif.,  will  supply  tl 
central  chip  for  Sony's  fort 
coming  PlayStation.  Sony  sa 
it  picked  LSI  Logic  because 
the  company's  ability  to  co 
solidate  many  functions  on 
one  densely  packed  chip:  L 
Logic  claims  that  its  chip  ha 
dies  200  million  instruction 
per  second,  better  than  Inte 
Pentium.  Just  imagine  tl 
electronic  mortal  combat  th 
will  ensue. 


ET  CETERA... 


►Caterpillar  allowed  strikii 
workers  in  Aurora,  111.,  to  r 
turn  to  the  job. 

►  The  Justice  Dept.  clean 
the  global  alliance  betwe< 
mci  and  British  Telecom. 

►  Sprint  will  sell  a  20%  int€ 
est  for  $4.2  billion  to  Fren< 
and  German  phone  companw 

►  Want  to  be  a  CEO?  Wri 
Ben  &  Jerry's  Homemade  K 
words  explaining  why. 
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!  m  WAS  THE  YEAR  OF  LIVING  FRUGALLY. 
im  IS  FOR  GETTING  REELECTED 


1 

t  i 


fe,  n  Capitol  Hill,  1993  was  "The  Year  of  Living  Frugally." 
B  There  were  tax  hikes,  one-upsmanship  on  budget 
W  cuts,  and  windy  rhetoric  about  the  demon  deficit.  But 
:  looks  a  lot  different.  Instead  of  blockbuster  deficit-reduc- 
ilans,  there'll  be  tax  dodges  and  spending  shenanigans, 
course,  1994  is  an  election  year.  As  a  result.  President 
|:  ton's  ambitious  legislative  agenda— including  health-care  re- 
l,  welfare  overhaul,  and  approval  of  the  117-nation  Gener- 
greement  on  Tariffs  &  Trade  (GATT)— faces 
key  trouble.  The  Hill's  pay-as-you-go  rules 
ite  that  these  expensive  initiatives  must  be 
need  with  new  taxes  or  budget  cuts  in  oth- 
irograms. 

ut  don't  look  for  Congress  to  go  that  route. 

locrats,  worried  about  their  fall  races,  are 
bfng  at  tax  boosts  save  for  a  few  targeted 
^es— such  as  cigarette  taxes— to  finance 
1 1th  care.  And  budget  cuts  in  existing  pro- 

ns  to  fund  new  initiatives  might  rile  voters. 

BULLET-BITING.  So  it's  no  wonder-  that  Con- 

3s  plans  to  stretch  out  health  reform  and 

ty  passage  of  a  welfare  bill  until  next  year. 

T,  however,  faces  a  January,  1995,  approval 

dline.  In  theory,  the  Administration  has  to 
up  to  $40  billion  to  offset  the  loss  of  in- 
ne  from  tariff  cuts  mandated  by  the  pact. 

instead  of  biting  the  bullet,  lawmakers  are 

)rting  to  a  ruse— suspending  the  restrictive 

geting  rules  adopted  in  1990. 

lie  Administration  made  a  stab  at  finding  an  honest  financ- 
scheme.  Treasury  Secretary  Lloyd  M.  Bentsen  and  White 
ise  Budget  Director  Leon  E.  Panetta  spent  weeks  trying  to 
a  variety  of  tax  hikes,  such  as  a  levy  on  tax-deferred  in- 
tments,  and  spending  cuts  to  pay  for  GATT,  only  to  be 
uft'ed.  "The  cupboard  is  bare,"  laments  Bentsen.  Now,  the 
ltonites  are  quietly  signaling  that  funds  earmarked  in  the 
i-year  plan  for  welfare  reform  could  be  diverted  to  GATT. 


But  if  all  the  funds  saved  for  welfare  reform  through  2000— 
$9.3  billion— go  for  GATT,  it  still  won't  be  enough.  Besides,  Sen- 
ate budget  rules  require  a  funding  formula  for  10  years  out. 

Senate  leaders  think  they  have  a  solution:  Use  a  less  re- 
strictive House  requirement  that  financing  be  provided  for 
only  the  first  five  years— which  brings  the  tab  to  a  mere  $14 
billion.  Senate  Trade  Subcommittee  Chairman  Max  Baucus 
(D-Mont.)  would  like  to  go  one  better:  Scrap  the  budget  rule 
altogether  for  GATT.  "Pay-as-you-go  is  like 
underwear,"  he  explains.  "You  look  foolish  and 
uncomfortable  if  you  insist  on  wearing  the 
tightest  pair  you  can  find." 

The  logic  for  suspending  the  rules  rests  on 
the  theory  that  trade  liberalization  will  stimu- 
late U.  S.  exports  and  bring  in  added  income 
taxes  that  will  offset  the  tariff  cuts.  But  the 
Administration  is  hesitant  to  say  that  publicly: 
Republican  supply  siders  will  pounce  on  the 
"dynamic"  revenue-estimate  notion  to  push  for 
a  capital-gains  tax  cut.  Then,  too,  the  bond 
market  may  panic— fearing  a  flood  of  federal 
"investments"  designed  to  pay  for  themselves 
through  faster  economic  growth.  "You  can't 
conduct  public  policy  on  the  premise  that  an 
expenditure  today  that  has  a  good  effect  ought 
to  be  debt  financed  by  our  children,"  says 
Brookings  Institution  economist  Barry  Bos- 
worth. 

So  far,  the  Administration  agrees  that  waiv- 
ing budget  rules  for  GATT  would  send  the  wrong  signal  about 
its  resolve  to  curb  the  deficit.  But  Clinton  may  be  forced  to  do 
just  that  to  ensure  GATT  is  approved  to  take  effect  next  year. 
Unless  the  President  and  Congress  can  muster  the  will  to  pay 
for  their  priorities,  much  of  the  fiscal  discipline  and  credibility 
they  displayed  in  1993  will  be  washed  away  in  election-year 
gamesmanship. 

By  Paul  Magnus  son 


PITALWRAPUPI 


DUSTRIAL  POLICY 


Phe  Clinton  Administration's  grand 
I  scheme  to  help  Detroit's  Big  Three 
welop  a  cleaner  and  more  fuel-effi- 
fnt  car  is  finding  the  road  bumpier 
ian  expected.  White  House  techies 
id  hoped  to  build  the  car  with  al- 
ost  no  new  federal  money  by  using 
ifense  and  space  research  in  exotic 
philologies  such  as  lightweight  ma- 
rials  and  fuel  cells.  But  guess  what? 
ammerce  Dept.  technology  chief  Mary 
.  Good  has  discovered  the  cheap  plan 
on't  work.  The  promising  technolo- 
y  is  far  too  expensive  for  the  auto 
iarket  and  will  need  costly  R&D  to 
lake  it  commercially  viable.  If  the  Ad- 


ministration wants  to  make  the  project 
work,  it's  going  to  have  to  scrounge 
around  for  big  bucks. 

ENERGY  

After  long  delays,  two  big  U.  S.- 
Russian energy  deals  will  soon  be 
signed,  White  House  officials  say.  A 
$10  billion  project  headed  by  USX's 
Marathon  Oil  and  McDermott  Interna- 
tional to  tap  oil  and  gas  deposits  off 
Sakhalin  Island  is  to  be  signed  on  June 
23,  when  Russian  Prime  Minister  Vik- 
tor Chernomyrdin  comes  to  Washing- 
ton. A  $6  billion  Texaco  Inc.  project 
to  develop  fields  in  northwest  Russia  is 
slated  to  be  inked  in  September,  when 
President  Boris  Yeltsin  visits  the  U.  S. 


SCANDALS 


Representative 
1 


Charlie  Rose  (D- 
,  N.  C. )  is  still  chasing  Iraqgate— the 
alleged  conspiracy  by  the  Reagan  and 
Bush  Administrations  to  arm  Saddam 
Hussein.  Rose  has  asked  the  Justice 
Dept.  to  pursue  charges  against  Terex 
Corp.  for  allegedly  giving  false  informa- 
tion to  his  subcommittee  during  a  1992 
probe  of  companies  that  supplied  Iraq 
with  military  gear.  Rose  says  a  Terex 
claim  that  it  provided  Iraq  with  10 
dump-truck  chassis  is  contradicted  by  a 
recently  declassified  State  Dept.  cable, 
saying  Terex  shipped  81  dumpers.  Ter- 
ex says  Rose  "deliberately  misrepre- 
sented" the  truck  data. 


IINGTON  OUTLOOK 


BUSINESS  WEEK/JUNE  27,  1 994  41 


nternational  Business 


JAPAN  I 


A  BARGAIN  BASEMENT 
CALLED  JAPAN 


Discounters  spur  spending — and  may  aid  an  economic  recovery 


Shiro  Kajikawa  sounds  a  bit  like  a 
kid  in  a  candy  store.  Second-in- 
command  at  Domy  Co.,  a  discount- 
er based  in  Nagoya  with  sales  of  $270 
million,  Kajikawa  has  just  returned  from 
an  eight-day  buying  spree  in  California, 
where  he  dropped  in  at  the  stores  of 
Oakland-based  Safeway  Inc.  Domy  al- 
ready imports  Safeway  cola,  jam,  canned 
corn,  and  fruit  cocktail,  and  Kajikawa 
has  come  back  from  this  trip  with  such 
new  candidates  as  lemon-lime  soda,  cook- 
ies, and  bottled  water.  "Everything  is 
cheap  in  America,"  he  marvels.  With 
Safeway's  cola  selling  in  Japan  for  only 
47<f  a  can,  Domy  can  undercut  the  price 
of  local  beverages  by  55%. 

Bargain  days  are  coming  to  Japan. 
The  flow  of  inexpensive  foreign  prod- 
ucts is  growing,  as  maverick  discounters 
such  as  Domy  drive  a  wedge  into  the 
traditional  maker-distributor  cabals. 
They're  slashing  costs  and  prices  by  us- 
ing U.  S.-style  distribution  shortcuts,  in- 
cluding warehouse  outlets.  And  with 
more  retailers  buying  overseas,  consum- 
ers are  finally  getting  a  taste  of  the 
merits  of  a  strong  yen.  Consumer  spend- 
ing is  expected  to  jump  1.9%  this  year, 
and  economists  see  light  at  the  end  of 
the  tunnel  for  Japan's  economy. 

The  consumer  revival  is  also  good 


news  for  the  II.  S.  and  Japan's  other 
trading  partners.  For  once,  Japan  may 
be  able  to  keep  its  recovery  rolling  with- 
out cranking  out  even  more  exports.  In- 
deed, Salomon  Brothers  Asia  Ltd.  sees 
Japan's  trade  surplus  shrinking  this  year 
by  7%  in  volume  terms.  For  President 
Clinton,  that  might  make  it  easier  to 
sell  Washington's  less  confrontational 
Japan  policy. 

MOVING  METAL.  Once  on  the  fringes  of 
Japanese  distribution,  this  breed  of  re- 
tailer short-circuits  traditional  channels 
in  myriad  ways.  Keiyu  Co.,  a  Yokohama 
used-car  dealer,  takes  unsold  autos  off 
the  hands  of  makers'  captive  retailers, 
marks  them  down,  and  moves  the  metal. 
"In  the  middle  of  a  recession,  their  rev- 
enues are  growing  by  double  digits," 
says  Thomas  Norton,  president  of  Thom- 
as Norton  Associates  Inc.,  a  specialist  in 
over-the-counter  Japanese  stocks. 

Deregulation  is  helping  the  trend 
along.  Japan's  retailing  law  was  relaxed 
in  May  to  permit  now  outlets  as  large  as 
1,000  square  meters  without  prior  per- 
mission. Limits  on  store  hours  and  busi- 
ness days  per  year  were  also  lifted,  al- 
lowing such  retailers  as  Toys  'R'  Us  Inc. 
to  stay  open  more.  The  result,  says  Paul 
Heaton,  analyst  at  Baring  Securities  (Ja- 
pan I  Ltd.,  is  that  more  retailers  are 


seeking  the  wide-open  spaces  of  the  suN» 
urbs.  "Strip  malls  are  coming  out  a*1 
over  the  place,"  he  says.  In  Niigata  Pr  m& 
f ecture  on  Japan's  northwest  coast,  fi  ^  &  U 
example,  ArcLand  Sakamoto  plans  tw 
14,000-square-meter  "membership  war  Morww 
houses."  The  huge  stores  will  sell  ever 
thing  from  curtains  to  chopsticks  to  sot  ^  tba 
ladles  off  the  shelves  and  still  in  tl  aisation 
boxes.  The  company  thinks  it  can  moC  Prices 
nearly  $50  million  in  goods  a  year  out  We 
each  store. 


1XTURE 
Of  ECONOMIC 
TRENDS... 


RED  HOT:  A  MUSCULAR  YEN  MEANS  LOW      IMPORT  PRICES. 
THAT'S  RAPIDLY  ACCELERATING  THE  SALE.'  OF  FORD  MUSTANGS 


►  The  8%  drop  of  the  dollar  againsj 
yen  since  Jan.  1  cuts  prices  of  imp  | 
ranging  from  Safeway  jams  to  Con  j 
computers 

►  Retail  giants  offer  more  low-pric 
house  brands  of  everything  from '  [ 
to  soft  drinks  1 

►  Innovative  small  companies  avo ) 

traditional  supply  and  distribution  \ 

channels  to  sell  such  items  as  eye]  j 

frames  and  photo  film  at  cut-rate  p  - 

j 

►  Foreign  retailers  such  as  Toys  ' 
spark  mass-merchandising  practici . 

DATA:  BUSINESS  WEEK  j 
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OUTLETS 
ROCKING 
TIGHT 
DISTRIBUTION 
NETWORK-GIVING 
CHANCE 


leanwhile,  traditional  retailers  are 
ng  heat  from  Japanese  officialdom, 
jiiers  at  the  Ministry  of  International 
de  &  Industry  see  the  inefficient  dis- 
ution  system  as  a  drag  on  the  econo- 
Moreover,  Yoshio  Terasawa,  head  of 
Economic  Planning  Agency,  said  last 
ith  that  his  agency  might  launch  an 
;stigation  to  find  out  why  some  consu- 
•  prices  aren't  dropping  in  step  with 
)lesale  prices.  Wholesale  prices  have 
n  falling  2%  to  3%,  but  consumer 


...BRINGS  BETTER  BUYS 
)R  JAPANESE  CONSUMERS 


prices  are  up  at  an  annual  rate  of  about 
1%  over  the  past  six  months. 

A  strong  yen,  up  8%  since  Jan.  1,  is 
also  making  importers  out  of  more  and 
more  retailers.  Nihon  Jumbo  Co.,  a  dis- 
count film  processor,  undercuts  rivals 
in  part  by  importing  cheaper  materials 
from  German  giant  Agt'a-Gevaert.  Nissen 
Co.,  a  Kyoto  mail-order  house,  hopes 
that  expanding  imports  will  help  it  sell 
$1.3  billion  worth  of  kitchen  utensils  and 
clothing  this  year,  15%  more  than  last 
year.  Since  China  is  the 
source  of  much  of  its  stock, 
the  company  opened  a  pur- 
chasing office  in  Shanghai  in 
March.  Warburg  Asset  Man- 
agement Japan  Ltd.  likes 
Nissen's  strategy  so  much 
that  it  has  bought  3.8%  of 
the  company.  "Traditional  re- 
tailing methods  are  breaking 
down,"  says  Warburg  Presi- 
dent Clifford  Shaw. 

Consumer  durables  are  fair 
game  for  the  discounters. 
Japan's  largest  chain-store 
operator,  Daiei  Inc.,  may 
soon  contract  with  a  South 
Korean  electronics  maker  to 
buy  TVs  and  sell  them  under 
its  own  brand  name.  The  sets 


are  likely  to  sell  for  $290  apiece-30% 
less  than  the  cheapest  available  now. 

Retailers  are  importing  foreign  ex- 
pertise, too.  Ito-Yokado  Co.,  parent  of 
7-Eleven  Stores  Japan,  has  linked  up 
with  Philip  Morris  Cos.  to  develop  bar- 
gain items  such  as  beer,  cheese,  coffee, 
and  pet  food.  Since  May  18,  Ito- 
Yokado  has  been  selling  a  cut- 
rate  cola,  which  it  developed 
with  Cott  Beverages  USA  Inc. 
of  Columbus,  Ga. 

Fresh  capital  could  give  re- 
tailers a  lift.  They  are  already 
the  darlings  of  the  Tokyo  stock 
market.  Over  the  past  month,  4  of  the 
15  initial  public  offerings  on  the  over-the- 
counter  market  have  been  retailers. 

With  all  the  price-cutting,  manufactur- 
ers are  seeing  their  margins  squeezed, 
but  the  impact  on  profits  isn't  as  bad  as 
might  be  expected.  After  two  years  of 
restructuring,  Japanese  companies  are 
more  efficient.  Lower  costs  mean  that 
even  a  modest  rebound  in  sales  will 
translate  this  year  into  a  rise  in  profits 
of  20%  to  40%.  So  the  discounting  revo- 
lution is  good  news  for  the  economy  as 
a  whole. 

"more  canny."  Consumers  should  get 
an  additional  boost  this  month.  As  part 
of  former  Prime  Minister  Morihiro 
Hosokawa's  $58  billion  fiscal  stimulus 
package,  they'll  receive  a  $13  billion  re- 
bate on  income-tax  withholding  over  the 
entire  first  half.  Some  companies  are 
sweetening  the  deal:  Citizen  Watch  Co. 
brought  summer  bonus  payments  ahead 
five  days  to  beat  the  first-half  rebate 
deadline,  doubling  the  average  windfall 
per  employee  to  $380.  Others,  including 
Matsushita  Electric  Industrial  Co.,  have 
followed  suit. 

After  three  years  of  belt-tightening, 
though,  Japanese  consumers  want  more 
than  tax  cuts.  They're  demanding  lower 
prices.  "The  bursting  of  the  bubble  econ- 
omy has  made  consumers  more  hesitant, 
more  canny,"  says  Masahiro  Morizumi, 
who  follows  consumer  trends  at  advertis- 
ing giant  Dentsu  Inc.  And  brand  loyalty 
is  fading  among  younger  Japanese,  just 
as  their  elders  are  turning  into  bargain- 
hunters. 

As  a  result,  Japan's  new  retailers 
seem  to  be  doing  nearly  everyone  a  fa- 
vor. They're  stimulating  demand,  helping 
trim  Japan's  surplus,  and  knocking  down 
barriers  in  the  retailing  network.  So  the 
bargainmeisters  can  be  forgiven  for  talk- 
ing like  visionaries.  Kajikawa  brags  that 
Domy  has  been  sending  scouts  to  the 
U.  S.  for  20  years.  "We  want  to  see 
what's  happening  in  U.  S.  retailing  be- 
cause we  think  Japan  is  going  the  same 
way,"  he  says.  If  he's  right,  Japan's  re- 
tailing revolution  is  here  to  stay. 

By  Larry  Holyoke  in  Tokyo,  with  Wil- 
liam Glasijall  in  New  York 


May  1994  Price  drop 
average  price  from  year  ago 

Dollars  Percent 


CONDITIONERS 

$1,506 

17% 

EN'S  SWEATERS 

68 

15 

^CASSETTE  RECORDERS 

508 

13 

0  PROCESSORS 

1,350 

9 

CLUBS*   1,354  7 

DATA:  JAPAN  MANAGEMENT  8  COORDINATION  AGENCY 
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Commentary/by  Christopher  Farrell 


IS  THE  JAPANESE  DYNAMO  LOSING  JUICE? 


- 

1 


For  almost  two  decades,  Japanese 
companies  relentlessly  grabbed 
market  after  market  away  from 
their  U.  S.  rivals.  A  few  years  ago,  the 
Japanese  economic  juggernaut  seemed 
ready  to  wrest  global  economic  leader- 
ship away  from  the  U.  S.,  much  as 
world  hegemony  once  passed  from 
Britain  to  America. 

No  longer.  The  U.  S.  is  regaining 
market  share  in  industry  after  indus- 
try, from  microprocessors  to  automo- 
biles. America's  global  rebound  is  part- 
ly an  exchange  rate  advantage  from 
the  dramatic  rise  in  the  yen.  And 
Japan's  economy  has  been  mired  in  its 
worst  slump  in  the  post- 
World  War  II  era,  while 
the  U.  S.  is  well  into  its 


&  Co.:  "When  you  do  international 
comparisons,  Japan  really  falls  down 
in  service-sector  productivity."  Adds 
David  D.  Hale,  chief  economist  at 
Kemper  Securities  Inc.:  "The  nonman- 
ufacturing  sector  is  where  they  dump 
all  their  surplus  labor." 

Japan's  service  industries  are  ineffi- 
cient because  they  have  long  been  pro- 
tected from  foreign  competition  or 
shielded  from  domestic  competition  by 
government  regulations.  In  the  U.  S., 
deregulation  and  foreign  competition 
has  helped  raise  service-sector  produc- 
tivity to  a  1.6%  annual  rate  in  the 
1990s,  double  its  0.8%  pace  of  the 


JAPAN  LAGS  IN  THE  PRODUCTIVITY  RACE 


economic  recovery. 

Yet  Japan's  economic- 
woes  could  persist  long 
after  its  business  cycle 
improves.  The  reason: 
The  highly  touted  Japa- 
nese economic  machine  is 
not  all  that  productive 
compared  with  the  U.  S., 
the  world's  productivity 
leader.  True,  gross  na- 
tional product  per  work- 
er in  Japan  rose  strongly 
in  the  1970s  and  the  ear- 
ly 1980s,  but  by  the  late 
1980s  it  had  slowed  down 
considerably  (chart).  And 
since  1990,  Japanese  pro- 
ductivity growth  has  actually  declined. 
By  contrast  ,  U.  S.  productivity  growth 
has  surged  ahead  in  recent  years 
as  American  companies  reaped  the 
rewards  of  investing  in  information 
technologies  and  overhauling  the 
workplace. 

SURPLUS  LABOR.  Even  in  1989,  before 
recession  set  in,  the  level  of  productiv- 
ity in  Japan  was  only  65%  of  Ameri- 
ca's, according  to  calculations  by  Angus 
Maddison,  an  economist  at  the  Univer- 
sity of  Groningen  in  the  Netherlands. 
Despite  its  vaunted  economic  success- 
es, a  number  of  Japanese  industries 
are  not  globally  competitive,  a  situation 
that  may  only  worsen  as  its  economy 
becomes  more  service-oriented  and  in- 
formation-intensive. 

Indeed,  Japan's  service  industries 
are  quite  unproductive.  Says  William  P. 
Sterling,  economist  at  Merrill  Lynch 


GDP  PER  EMPLOYED  PERSON  BASED  ON  PURCHASING-POWER  PARITIES 
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1980s,  says  Stephen  S.  Roach,  an  econ- 
omist at  Morgan  Stanley  &  Co. 

What's  surprising  is  that  Japan  even 
has  some  productivity  problems  in  its 
famed  manufacturing  sector.  Of  course, 
Japan's  prowess  is  unmistakable  in 
such  industries  as  steel,  automobiles, 
and  electronics— the  very  industries 
that  sent  U.  S.  companies  reeling  in 
the  1970s  and  1980s.  And  these  indus- 
tries are  still  the  principal  cause  of 
Japan's  $50  billion  trade  surplus  with 
America. 

But  Japan's  lead  over  U.  S.  rivals  in 
these  manufacturing  industries  is  nar- 
rowing considerably.  For  instance,  in 
autos,  productivity  in  Japan  was  rough- 
ly 16%  higher  than  in  the  U.  S.  in  1990, 
according  to  a  recent  analysis  by 
McKinsey  &  Co.  Today,  U.S.  auto 
makers  are  about  as  productive  as 
most  of  their  Japanese  rivals.  And  in 


some  manufacturing  industries,  Japan 
lags  well  behind.  Processed  food  is  one 
of  the  largest  manufacturing  industries 
in  both  Japan  and  the  U.  S.,  yet  Japa- 
nese productivity  is  only  33%  of  Amer- 
ica's. Overall,  U.  S.  manufacturers  lead 
Japan  in  productivity  by  about  17%  i: 
nine  key  industries,  according  t> 
McKinsey. 

SAPPED  VITALITY.  In  a  comparison  o: 
manufacturing  productivity  among  thj 
major  industrial  nations,  William  J 
Baumol,  director  of  the  C.V.  Starr  Cen- 
ter for  Applied  Economics  at  Ne' 
York  University,  notes  that  "other 
countries  are  no  longer  significantly 
ahead  of  us  in  terms  of 
growth  rate,  while  they 
remain  behind  us  in  pro 
ductivity  level." 

Why  is  Japan  no  long 
er  gaining  on  America? 
One  answer  may  be  that, 
over  the  long  haul,  Adam 
Smith  was  right— compe- 
tition boosts  productivity 
and  protection  hinders  it. 
Eventually,  a  protected 
economy  loses  its  eco 
nomic  vitality. 

For  decades,  Japan 
achieved  stunning  expo: 
success  while  at  the  sami 
time  shielding  many  o: 
its  industries  from  for 
eign  competitors.  But 
now  Japan  finds  too 
many  of  its  industries  insulated  from 
foreign  and  domestic  competition.  They 
lack  the  innovative  spur  needed  to 
prosper  in  a  world  economy  where 
new  information  technologies  are  trans- 
forming both  the  service  and  manu 
facturing  industries. 

There  are  signs  of  change.  Japanese 
managements  are  trying  to  restructure  1 
their  companies,  and  a  growing  number 
of  service  companies  are  embracing 
price  competition.  The  world's  second- 
largest  economy  also  has  enormous  re- 
serves of  strength,  including  a  well-ed- 
ucated workforce.  Still,  Japan  is  moving 
too  slowly.  By  not  opening  up  its  mar- 
kets faster  to  competition,  Japan  is  not 
only  aggravating  trade  tensions  with 
the  U.  S.  but,  more  important,  eroding 
its  own  productivity. 


I  '94 
L  EST.-1 


Farrell  is  an  economics  editor. 
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MMUNICATIONS  SUPPORT  TEAM  OF  THE  1994  WORLD  CUP. 


L2  U±  j 
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Without  us,  the  1994  World  Cup 
couldn't  get  results. 


j"1  his  year,  the  world's  best  athletes  will  be  converging  in  nine 
.'.  U.S.  cities  to  compete  for  the  sporting  world's  ultimate 
>phy,  The  World  Cup.  Also  meeting  in  these  same  cities  will  be 
Diisands  of  journalists,  writers,  editors  and  columnists  whose 
3  it  is  to  capture  the  event  and  report  its  results  to  the  billions  of 
ccer  fans  around  the  world.  And  who'll  be  there  to  support 
sse  professionals  all  across  the  country?  Canon. 

As  a  communications  support  team  for  the  1994  World 
up,  our  nationwide  network  of  dedicated  service  and  support 


staff  will  be  on  hand  to  make  sure  our  cameras,  copiers,  fax 
machines  and  calculators  maintain  peak  performance.  Our  team 
will  staff  each  Media  Center,  not  only  to  help  make  millions  of 
copies,  but  to  help  photojournalists  stay  in  perfect  focus  at  our 
Camera  Service  Center.  It's  this  type  of  non-stop  effort  that  will 
help  the  most  technologically  advanced  World  Cup  also  be  the 
most  trouble  free.  And  while  we  can't  predict  who'll  win  or  lose 
the  1994  World  Cup,  we  can  guarantee  that  everyone  will  look 
like  winners. 


£^  Official  Sponsor  of 
^  World  CupUSAM 


Canon 


Lritroducing 


Funny  thing  about 
PC  networks.  As  soon  as 
folks  get  on  them,  they 
want  more. 

So  here's  the  first  line 
of  servers  designed  to 
give  you  more. 


You  want  to 
upgrade? 

No  matter 
where  you  start,  our 
unique  daughter 
cards  easily  take  you 


servers  tor 


You  want  more 
performance? 

Our  DECpc  'XL 
Servers  are  built  around 
a  PCI  local  bus  that's 
th  ree  times  taster  than 
the  EISA  bus  others 
use.  They  give  you  an 
integrated  Fast  and  Wide 


through  100  MHz 
and  future  Pentium 
chips,  or  over  to  our 
mind-bending  Alpha 
AXP™  processor,  if  you 
opt  for  RISC. 

You  want  to  expand? 

You  can  add  obscene 
amounts  of  RAM  and 


So  why  try  to  predict 
your  networks  demands? 

Now  that  you  no 
longer  have  to. 

Call  1-800-700-5903. 

Please  reference  BEB  when  you  call. 
8:30  a.m.  to  8:00  p.m.  Mon-Fri  ET. 


hronically  demanding. 


SCSI  2  disk  controller 
thats  twice  as  quick  as 
the  competition's.  And 
you  can  run  a  66  MHz 
i486  "  chip,  or  a  60  or  66 
MHz  Pentium  processor. 


cache.  Plus  all  the 
slots,  bays,  and  ports  a 
sane  person  would  want. 

You  also  get  the  widest 
range  of  software  support 
in  the  industry  and  our 
unbeatable  3-year  on-site 
limited  warranty. 


Ell 

II 

0 
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PC 

Beyond  the  box. 


©DIGITAL  EQL'II'MKN  I  CORPORATION  I'm  Tin-  DIGITAL  logo  and  DECpt  and  Alpha  AXP  are  trademarks,  and  licvond  The  Box 
is  a  service  mark  ol  Digital  Equipment  Corporation.  Pentium  and  i486  arc  trademarks  oi  Intel  Corporation 
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ALMAS'  SWEET  DEAL  WITH  CASTRO 
>  A  BITTER  PILL  FOR  THE  U.S. 


.  n  the  sun-dappled  garden  of  the  Mexican  ambassador's 
residence  in  Havana,  a  smiling  Fidel  Castro  gently  chided 
Mexican  President  Carlos  Salinas  de  Gortari  for  the  brev- 
of  his  first-ever  visit  to  Cuba— only  six  hours.  "The  Mexi- 
president's  ability  to  do  things  quickly  is  amazing,"  Castro 
a  gathering  of  Mexicans  and  Cubans.  "This  is  the  quickest 
iial  visit  we've  ever  had.  But  it  has  been  very  fruitful." 
'hat's  for  sure.  Virtually  overnight,  Mexico  has  become 
>a's  most  important  foreign  investor.  During  Salinas'  whirl- 
d  visit  on  June  13,  he  and  Castro  clinched  an  eye-popping 
I  to  sell  49%  of  Cuba's  antiquated  phone  system  to  a  Mon- 
key-based Mexican  conglomerate, 
po  Domos  Internacional,  for  $1.4  bil- 
: .  That's  nearly  the  estimated  value 
Cuba's  1993  exports.  The  deal  hands 
r  to  the  company  Cuba's  future  tele- 
i  market.  "What  they're  buying  is 
opulation  of  11  million  people  who 
't  communicate  [by  phone],"  says 
i  Will,  president  of  Intercom  Corp., 
oral  Gables  (Fla.)  consultant. 
estep.  It's  a  lot  more  than  a  busi- 
s  deal.  Salinas'  personal  appearance 
the  socialist  island  sent  a  strong 
?sage  back  home  and  to  Washing 


on  the  street:  few 
Cubans  Have  phones 


Mexico  is  still  independent  of  the  U.  S.  when  it  comes  to 
Mgn  policy.  With  the  North  American  Free  Trade  Agree- 
lt  safely  behind  him,  Salinas  can  reassert  Mexico's  political 

economic  ambitions  in  Latin  America.  And  in  effect,  he  is 
ting  his  considerable  clout  behind  Cuba's  campaign  to  side- 
o  the  U.  S.  embargo.  "We  Mexicans  believe  the  blockade 
sn't  resolve  anything.  It  should  be  lifted,"  says  Salinas. 
Vhile  the  U.  S.  is  officially  mum  about  the  telephone  deal, 
te  Dept.  biggies  are  annoyed.  "All  of  these  openings  the 
xicans  and  others  have  made  haven't  generated  a  single  im- 
vement  inside  Cuba,"  insists  one  official.  Representative 
jert  G.  Torricelli  (D-N.  J.)  wants  the  U.S.  to  "use  all  the 


pressure  we  can  to  dissuade"  the  Mexicans  from  doing  busi- 
ness with  Castro.  "It's  an  almost  shocking  economic  decision." 

Mexico's  up-and-coming  moguls  don't  see  it  that  way.  For 
them,  Cuba  is  a  wide-open  field  for  expanding  their  business 
empires.  The  Mexican  government  may  even  take  a  financial 
stake  in  Cuba's  future:  Mexpetrol,  a  joint  venture  with  Pemex 
and  other  Mexican  companies,  may  spend  $100  million  to  res- 
urrect Cuba's  Cienfuegos  oil  refinery,  the  island's  largest. 
hardship.  Some  see  the  sweet  phone  deal  as  Cuba's  way  of 
thanking  Mexico  for  its  34  years  of  unwavering  diplomatic  sup- 
port. Only  when  Mexico  embraced  free-market  policies  in  the 
mid-1980s  did  relations  cool  off.  So  ea- 
ger was  Salinas  to  clinch  NAFTA  that 
he  even  met  in  1992  with  Jorge  Mas 
Canosa,  leader  of  the  anti-Castro  Cu- 
ban American  National  Foundation,  to 
dissuade  him  from  campaigning  against 
the  free-trade  pact. 

Just  how  difficult  times  are  in  Cuba 
was  clear  the  day  of  Salinas'  visit,  when 

J a  dozen  people  rammed  a  garbage  truck 
through  the  gate  of  the  German  em- 
bassy in  Havana  seeking  asylum.  Others 
have  camped  out  at  the  Belgian  embas- 
  sy  for  weeks.  Recognizing  the  economic 

hardship  that  led  to  such  actions,  Mexican  legislators  recently 
voted  to  donate  a  day's  pay  to  buy  oil  for  energy-poor  Cuba. 

It  was  a  symbolic  gesture  at  best.  But  symbolism  has  paid 
off  for  Salinas  as  well  as  for  Castro.  When  Fidel  gave  Carlos 
an  abrazo,  it  was  clear  that  the  former  champion  of  Latin 
American  revolutionaries  was  more  than  ready  to  deal  with 
Mexico's  chief  free-marketer.  That  message  surely  hit  home  in 
Mexico,  where  the  Zapatista  rebels  just  rejected  a  government 
peace  proposal.  For  Salinas  and  Castro,  it  was  a  win-win  day. 
For  the  U.  S„  it  was  a  shutout. 

By  Geri  Smith  in  Havana,  with  Gail  DeGeorge  in  Miami  and 
bureau  reports 
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WER  fOREIGK  DEVILS 


Jk  t  first  glance,  the  statistics  are 
^  startling:  Foreign  investment  in 
lina  dropped  50%  in  the  first  quarter 
•mpared  with  the  same  period  in  '93. 
it  it's  not  as  bad  as  it  seems.  For  one 
ing,  the  new  tax  system,  which  trims 
■eferential  treatment  for  foreign  in- 
istors,  may  be  contributing  to  the 
lloff.  There's  also  some  heavy  compe- 
:ion  from  the  rest  of  booming  Asia, 
idonesia  recently  liberalized  invest- 
ent  regulations,  and  Vietnam  and  In- 
a  are  opening  up  as  well.  Taiwanese 
terest  flagged  after  24  tourists  from 
liwan  were  murdered  in  China  on 
ar.  31:  Investment  fell  off  60%  from  a 


year  earlier  in  April  alone.  Given  Chi- 
na's growing  labor  unrest  and  skyrock- 
eting property  prices,  some  investors 
may  indeed  be  having  second  thoughts. 

But  analysts  say  the  picture  for  Bei- 
jing is  hardly  bleak.  After  all,  1993 
was  an  extraordinary  year:  In  that 
first  quarter,  investment  hit  $3  billion, 
a  167%  increase  from  1992.  "The  fig- 
ures may  have  dropped  50%  from  the 
peak,  but  we're  still  talking  about  a 
lot  of  money,"  says  a  Western  diplomat 
in  Hong  Kong. 

Some  also  argue  that  the  slow- 
down—and especially  the  tightening  of 
tax  breaks— could  help  squeeze  out 
some  of  the  shadier  "foreign"  inves- 
tors. Chinese  corporations  often  set  up 


companies,  called  false  foreign  devils, 
in  Hong  Kong  and  Macao,  which  then 
reinvest  money  in  China  to  be  eligible 
for  the  tax  breaks  reserved  for  for- 
eigners. "What  we're  seeing  may  not 
necessarily  be  a  drop-off  in  'real'  for- 
eign investment,"  says  a  Hong  Kong 
analyst.  "It's  a  drop-off  in  Chinese  com- 
panies that  were  taking  advantage  of 
an  abnormal  tax  system."  In  Guang- 
dong province,  for  example,  invest- 
ment from  Hong  Kong  and  Macao- 
places  where  Chinese  companies  are 
commonly  set  up— is  down.  But  invest- 
ments by  companies  from  Britain, 
France,  the  U.  S.,  Australia,  and  Thai- 
land are  up  by  over  50%. 

By  Joyce  Barnathan  in  Hong  Kong 
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RETAILING  I 


WHY  SAM'S  WANTS 
BUSINESSES  TO  JOIN  THE  CLUB 


Corporate  customers  could  revive  Wal-Mart's  warehouse  stores 


i 


t's  not  often  that  giant  Wal-Mart 
Stores  Inc.  feels  the  need  to  defend 
Itself.  But  at  the  overflowing  annual 
meeting  on  June  3,  Chief  Executive  Da- 
vid D.  Glass  tried  to  assure  employees 
and  investors  that  there  was  no  cause 
for  dismay  over  Wal-Mart's  $14.7  billion 
Sam's  Clubs  division,  despite  11  consec- 
utive months  of  same-store  sales  lag- 
ging behind  prior-year  levels.  The  ware- 
house-club industry  "should  not  be 
written  off,"  Glass  main- 
tained. "We  believe  it's  alive 
and  well  and  thriving." 

A  few  years  ago,  such  op- 
timism would  have  gone  un- 
questioned. But  brutal  com- 
petition, price  deflation,  and 
general  economic  malaise 
have  pummeled  the  club  op- 
erators. The  shakeout  led 
Price  Co.  and  Costco  Whole- 
sale to  merge,  and  Kmart 
Corp.'s  PACE  Membership 
Warehouse  to  close.  Analyst 
Robert  F.  Buchanan  of  Nat- 
West  Securities  says  the  for- 
mula of  bargain-priced  goods 
in  no-frills  warehouses  has 
"become  somewhat  stale." 
"OFF  FOCUS."  Sam's,  in  turn, 
is  on  the  spot.  After  acquir- 
ing 99  of  pace's  113  stores 
last  year,  the  chain  is  the 
No.  1  player  in  the  $39  bil- 
lion club  industry.  Its  lack- 
luster results  have  been  a 
key  factor  in  Wal-Mart's  sluggish  stock, 
which  trades  around  25,  down  from  a 
52-week  high  of  30^  last  November.  Wal- 
Mart,  which  drew  22%  of  its  revenues 
last  year  from  Sam's,  knows  the  ware- 
house-club unit  has  to  change.  "What 
was  once  an  exhilarating  concept  needs 
some  new  lifeblood,"  says  Wal-Mart  Di- 
rector Jack  C.  Shewmaker.  Adds  Execu- 
tive Vice-President  Joseph  P.  Hatfield 
Jr.:  "We've  gone  through  some  tough 
times.  We  got  off  focus  a  little  bit." 

To  get  that  focus  back,  Wal-Mart  is 
returning  Sam's  to  its  roots— the  office 
managers,  convenience-store  operators, 
and  other  businesspeople  who  come  to 
warehouse  clubs  to  stock  up  on  prod- 


ucts from  paper  goods  to  soda.  Despite 
the  image  of  clubs  as  havens  for  big 
families  and  budget-minded  penny-pinch- 
ers, businesses,  in  fact,  are  the  core 
market,  accounting  for  about  70%  of 
sales.  Sam's  executives  admit  they  have 
spent  too  much  time  recently  chasing 
after  individual  consumers.  So  they're 
tweaking  Sam's  product  mix  and  packag- 
ing to  get  more  sales  to  business  cus- 
tomers. They've  created  a  225-person 


U.  S.  at  yearend,  is  planning  to 
clubs  this  year.  It  also  is  expanding  tl 
number  of  Sam's  warehouses  in  Mei 
co— where  it  currently  has  10  clubs 
part  of  a  joint  venture  with  Mexican 
tailer  CIFRA— and  plans  to  introduce  1 
concept  to  Brazil  and  Argentina. 

Wal-Mart  executives  say  cutthroj 
competition  among  clubs  masked  San 
strengths.  In  its  drive  for  dominanc^c 
for  instance,  Sam's  built  multiple  si 
in  the  same  market,  though  it  knew 
short-term  result  would  be  lower  salj 
at  those  units.  While  same-store  salJ 
have  slumped,  Sam's  has  hardly  run  ol 
of  steam.  Analyst  Buchanan  expec*' 
Sam's  total  sales  to  jump  31%,  to 
billion  this  year.  He  projects  operatir 
earnings  to  rise  30%,  to  $288  million. 

But  long  term,  with  saturation  in  tl| 
U.  S.  market  looming,  the  key  to  the 
vision's  prospects  is  its  ability  to  bo( 
volume  from  individual  stores. 


stun 
tl 


sales  force  targeting  larger  businesses 
and  have  gone  into  direct  marketing. 

Sam's  has  more  reason  than  its  rivals 
to  focus  on  business  customers.  It  must 
avoid  cannibalizing  sales  from  Wal-Mart's 
regular  discount  stores  and  combination 
grocery-and-general-merchandise  units, 
known  as  supercenters.  "We're  going  to 
have  a  supercenter  sitting  close  to  us  in 
the  year  2000  in  just  about  every  loca- 
tion we're  at,"  says  Hatfield.  "If  we  don't 
figure  out  how  to  drive  the  wholesale 
side  of  the  business,  it's  going  to  be 
pretty  tough  to  survive." 

Moreover,  Sam's  remains  a  key  ele- 
ment in  Wal-Mart's  growth  plans.  The 
division,  which  had  419  stores  in  the 


the  focus  on  business  customers.  Sam' 
believes  its  buying  clout  and  economi 
of  scale  will  enable  it  to  offer  product 
at  prices  40%  to  50%  lower  than  tb 
wholesalers  and  distributors  it  will  co: 
pete  against.  Sam's  is  targeting  about 
dozen  business  categories  in  particula 
Hospitals,  nursing  homes,  and  othe; 
health-care  providers  are  one:  In  abou 
40  clubs,  Sam's  is  testing  selling  a  sele 
tion  of  medical  supplies,  from  wris 
splints  to  wheelchairs.  The  chain  is  als<| 
rolling  out  products  aimed  at  janitorial 
companies  and  hotel/motel  operator 
including  items  such  as  floor  stripper 
and  institutional  sheets  and  towels. 
Sam's  is  trying  to  land  procuremen 
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Business 


Sprint. 

Business 

Successful  businesses  across  the 
country  have  one  thing  in  common. 
Sprint  Business.  We're  committed  to 
helping  our  customers  improve  their 
business  performance  by  designing 
communications  solutions  that  enhance 
productivity,  shorten  response  time, 
and  maximize  the  flow  of  information. 
We  apply  our  advanced  technology  to 
meet  your  needs  -  customizing  solutions 
for  your  business  from  hundreds  of  voice 
and  data  products  and  services. 
Everything  from  flexible  800  service 
to  global  high-speed  data  transmission. 
The  result?  We  can  help  you 
turn  communications  technology  into 
a  powerful  business  tool.  One  that 

:inancial  Management  ♦  Sales  And  Marketing  ♦  Customer  Management 

can  help  your  business  do  more 
business.  That's  what  Sprint  Business 
is  all  about.  Call  1-800-598-5000. 


All  trademarks  are  properly  ot  their  respective  owners  ,,:  1994  Sprint  Communications  Company  L  P 
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Great  Expectations:  Europe,  China,  The  Emerging  Markets 
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Shitting  Labor  Practices.  Stream- 
lined Organizational  Models.  Bold 
Political  Transitions.  Mounting 
Lnvironmental  Pressures. 

To  help  Europe's  largest  corpora- 
tions seize  the  opportunities  of 
their  changing  business  landscape, 
Business  Week  will  assemble  the 
foremost  leaders  of  European 
enterprise:  The  1994  Business 
Week  Europe  Roundtable. 

For  a  select  group  of  corporate 
co-sponsors  our  annual  Europe 
Roundtable  is  a  rare  opportunity 
to  exchange  ideas,  insights,  and 
perspectives  with  the  CEOs  of 
Europe's  largest  corporations. 


A  limited  number  of  corporate  spon- 
sorships are  still  available.  For  spon- 
sorship information,  please  call: 
New  York       William  H.  DeGraff 

+1-212-512-6012 
London  Alice  Thorpe-Pollner 

+44-71-589-6007 
Hong  Kong     Steve  Moss 

+852-868-2010 
Tokyo  Alan  Lammin 

+81-3-3581-9811 

Business  Week  Executive  Programs. 
A  company  capability. 
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less  from  big  companies,  as  well, 
dng  with  GE  Capital  Corp.,  it  devel- 
a  system  to  offer  billing  and  pur- 
s-order tracking  for  customers  that 
rally  haven't  been  able  to  take  ad- 
age of  cash-and-carry  warehouses. 
Mart  says  the  program,  dubbed 
is  Club  Direct,"  has  landed  7,200 
accounts  from  schools,  governments, 
corporations. 

ad  Sam's  plans  to  start  testing  elec- 
ic  kiosks  in  a  handful  of  stores,  to 
Dete  better  with  the  broad  selec- 
;  offered  by  some  wholesalers  and 
"category  killers"  as  Home  Depot 
and  Staples  Inc.  The  goal  is  to  en- 
customers  to  order  products  not 
zed  in  the  clubs,  with  delivery  direct 
j  the  manufacturer  or  arranged  by 
's  for  a  fee. 

PLAINTS.  Cracking  new  business-to- 
ness  markets  will  not  be  easy.  The 
I  of  a  major  food-service  company 
competing  with  Sam's  says  that 
jurants  want  more  than  the  lowest 
He  says  his  salespeople  also  help 
"estaurants  on  issues  from  menu  de- 
to  marketplace  trends.  "Warehouse 
3  to  date  don't  have  that  kind  of  as- 
nce,"  he  says.  Avis  Inc.,  meanwhile, 
Id  like  to  buy  copy  paper  for  its 


hundreds  of  locations  through  Sam's. 
But  Sam's  won't  bill  each  location  di- 
rectly or  deliver  less  than  a  full  truck- 
load,  says  Joy  Strommer,  a  senior  buyer 
at  Avis.  Sam's  says  it  offers  those  ser- 
vices, but  for  a  fee. 

Sam's  executives  acknowledge  that 
they  must  move  carefully.  The  club  busi- 
ness is  built  on  limited  selection,  high 


Not  to  forsake  individual 
customers,  Sam's  will  sell 
"treasure  hunt  items"  like 
discounted  jukeboxes 


volume,  and  thin  margins.  Company 
managers  say  they're  keeping  a  close 
eye  on  added  costs.  For  example,  they 
are  dropping  old  items  as  they  add  new 
ones.  To  make  room  for  heavy-duty  cut- 
lery, bus  trays,  chafing  dishes,  and  oth- 
er restaurant  goods,  Sam's  cut  the  num- 
ber of  traditional  housewares  it  carries 
from  about  60  to  25  items.  In  all,  the 
chain  has  eliminated  about  10%  of  the 
products  it  had  stocked. 


And  there  are  other,  more  subtle 
changes.  Instead  of  offering  Listerine  in 
gallons,  as  clubs  usually  do,  Sam's  is 
packaging  the  mouthwash  in  packages 
with  three  travel-size  4-ounce  bottles— a 
much  easier  size  for  convenience  stores 
to  sell.  Sam's  isn't  forsaking  individual 
consumers;  it  expects  some  to  like  the 
notion  of  being  able  to  buy  restaurant- 
quality  cutlery.  And  it  has  set  up  a  new 
buying  group  to  find  "treasure  hunt 
items"— high-priced  goods  at  deep  dis- 
count, such  as  jukeboxes  and  grand  pia- 
nos—that keep  Sam's  upscale  consumers 
coming  back. 

Is  it  enough?  Sam's  has  several  forces 
in  its  favor.  Analysts  expect  the  chain  to 
begin  reaping  the  benefits  of  the  consol- 
idation in  the  club  business.  Indeed, 
Sam's  executives  expect  same-store  sales 
for  the  year  to  wind  up  ahead  of  1993's. 
And  the  potential  for  growth  looks 
strong.  "There  are  so  many  business-to- 
business  opportunities  these  guys  have 
not  begun  to  tap  into,"  says  consultant 
Daniel  W.  O'Connor  of  Management  Ven- 
tures Inc.  But  to  snare  these  opportu- 
nities, Sam's  must  prove  that  it  can 
match  its  sheer  muscle  with  marketing 
finesse. 

By  Wendy  Zellner  in  Bentonville,  Ark. 
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THE  HOT  TAHDEM 
AT  MOLTEN  METAL 


Chris  Nagel  and  Bill  Haney  are  out  to  recycle  hazardous  waste 


As  the  man  in  charge  of  helping 
students  and  faculty  at  Massa- 
chusetts Institute  of  Technology 
market  their  inventions,  John  T.  Preston 
has  seen  thousands  of  ideas.  Most  never 
make  it  off  the  drawing  board.  But  one 
day  in  1987,  a  young  grad  student 
named  Christopher  J.  Nagel  approached 
Preston  after  a  lecture  with  a  concept 
that  set  his  pulse  racing.  Before  com- 
ing to  MIT,  Nagel  had  patented  a  novel 
way  to  dispose  of  hazardous  wastes  by 
dissolving  them  in  a  bath  of  molten  met- 
al. The  concept  was  a  potential  block- 
buster, Preston  realized.  The  problem: 
Nagel  had  zero  business  experience,  and 
his  hazy  notions  about  how  to  commer- 
cialize his  idea  lacked  coherence. 

Two  years  later,  the  solution  walked 
through  Preston's  door  in  the  person  of 
William  M.  Haney  III.  Although  just  27 
at  the  time,  Haney  was  already  a  hot- 
shot environmental  entrepreneur.  His 
first  company,  which  he  started  when 
he  was  a  freshman  at  Harvard  Univer- 
sity, provided  technology  that  helped 
furnaces  burn  more  cleanly  and  efficient- 
ly. Having  sold  that  company  for  $200 
million— and  pocketing  $15  million— Ha- 
ney was  looking  for  something  else  to 
run.  Like  an  old-fashioned  matchmaker, 
Preston  introduced  the  engineer  and  the 
entrepreneur. 

Thus  was  born  Molten  Metal  Technol- 
ogy Inc.,  perhaps  the  hottest  startup  in 
the  U.  S.  environmental  industry  these 
days.  Run  by  Haney  as  CEO  and  Nagel  as 
chief  scientist  I  Preston  signed  on  as  an 
outside  director),  the  four-year-old  compa- 
ny is  racing  to  prove  that  it  can  turn 
Nagel's  original  idea  into  a  workable  tech- 
nology. It's  a  daunting  task  for  the  youth- 
ful duo— Haney  is  now  32,  Nagel  36. 
Buoyed  by  the  tantalizing  possibility  that 
Molten  Metal  could  have  a  nonpolluting 
method  to  clean  up  the  world's  filthiest 
detritus,  investor  expectations  are  sky- 
high.  The  company,  based  in  Waltham, 
Mass.,  posted  revenues  of  just  $4.7 
million  last  year  but  boasts  a  market 
capitalization  exceeding  $500  million.  The 
stock,  issued  at  $14  a  share  in  February, 


1993,  is  now  trading  at  around  $23. 

So  far,  Haney  and  Nagel  have  been 
moving  at  a  rapid  clip.  They've  signed 
up  a  blue-chip  board,  raised  about  $140 
million  in  capital,  and  built  a  $20  million 
pilot  plant.  What's  more,  they  have  per- 
suaded several  leading  chemical  and 
waste-disposal  companies  to  sign  on  as 
backers  or  customers.  On  June  7,  they 
got  their  biggest  boost  yet.  Rollins  Envi- 
ronmental Services,  the  largest  commer- 
cial hazardous-waste  incinerator  in  the 
U.  S.,  agreed  to  license  the  technology 
and  build  up  to  eight  of  Molten  Metal's 
$20  million  waste  units. 
HYPED  TO  EXTREMES?  The  Rollins  order 
represents  a  strong  endorsement  of  Mol- 
ten Metal's  approach  from  one  of  the 
stalwarts  of  the  incineration  industry. 
"We  think  it  has  marvelous  potential  for 
solving  lots  of  tough,  chemical  environ- 
mental problems  that  competing  tech- 
nologies find  difficult  to  man- 
age," says  Nicholas  Pappas, 
Rollins'  president.  But,  he  cau- 
tions, Molten  Metal's  brash 
young  team  "still  has  to 
prove  it"  by  getting  a 
commercial  unit  up 
and  running. 

Others  complain 
that  the  company  has 
been  hyped  to  extremes, 
given  its  unproven  tech 
nology  and  overcapacity  in 
I  he  hazardous-waste  market, 
where  commercial  incineration 
prices  have  tumbled  nearly  by 
half  in  the  past  two  years. 
"Even  if  the  process  does 
work,  it's  not  clear  that  the 
costs  will  be  competitive,"  says 
Philip  Barton,  who  manages 
i  lie  Selecl  Km  ironmental  Services  Fund 
for  Fidelity  Investments.  "It's  an  interest- 
ing technology,  but  the  risks  are  too  high 
to  justify  a  $500  million  market  cap." 

Molten  Metal's  technology  sounds  like 
a  kind  of  modern  alchemy:  Inject  waste 
into  a  bath  of  molten  iron  heated  to 
3,000F  (table).  The  iron  molecules  bond 
with  the  carbon  in  the  waste,  dissolving 
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HOW 
MOLTEN 
METAL'S 
PROCESS 
WORKS 


Wastes— everything  from 
hazardous  PCBs  to  chlori- 
nated solvents— are  fed  into  a 
bath  of  3,000F  molten  metal. 

DATA  COMPANY  REPORTS 


it,  like  pouring  salt  into  hot  water.  Bf! 
adding  a  variety  of  reactants,  such  a 
oxygen,  into  the  molten  mixture  or  b  r,! 
changing  the  operating  conditions,  Mo  I" 
ten  Metal  can  transform  the  waste  int ": 
useful  products— industrial  gases,  ceran  t:' 
ics,  and  metal  alloys,  for  example.  Th 


technology— in  essence  recycling  hazarc 
ous  waste— theoreticallv  could  work  fo 
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vaste  dissolves 
ts  constituent  ele 
eactants  are  in- 
d  that  rearrange 
lents  into  useful 
s:  gases  such  as 
monoxide,  cera- 
ipounds,  and 
stals. 


3 


The  by-products 
are  reclaimed  and 
either  sold  to  outside 
customers  or  reused 
as  raw  materials  in  the 
manufacturing 
process. 


^ything  from  polychlorinated  biphen- 
(PCBs)  to  used  electronic  circuit 

rds.  And  in  theory,  it's  completely 

polluting— free  of  the  toxic  ash  or 

iorne  emissions  of  incineration.  "We 
take  something  that  people  view  as 

ability  and  turn  it  into  something 

lable,"  says  Nagel. 

V^ith  their  very  different  personal- 


ities, Haney  and  Nagel  seem  to 
make  a  good  team.  Thin,  intense, 
and  bookish,  Nagel  works  long 
hours  with  his  staff  of  engineers 
and  chemists,  dreaming  up  new  ap- 
plications and  poring  over  data 
from  the  company's  test  plant  in 
Fall  River,  Mass.  He  seems  relieved 
not  to  be  bothered  with  daily  busi- 
ness tasks  and  happily  gives  Ha- 
ney most  of  the  credit. 
evangelistic  vision.  The  ebullient 
Haney  is  constantly  moving  around 
the  country,  meeting  with  regula- 
tors, customers,  and  investors. 
Blessed  with  an  easy  charm,  a  sil- 
ver tongue,  and  political  connec- 
tions—he counts  among  his  contacts 
Vice-President  Al  Gore— Haney  can 
switch  effortlessly  from  price-earn- 
ings ratios  to  charting  complex 
chemical  reactions  on  his  office 
blackboard.  "Hill  is  a  wonderful 
salesman  because  he  instantly  com- 
prehends the  level  at  which  to  gear 
his  conversation  to  get  his  point 
across,"  says  James  B.  Anderson, 
a  Molten  Metal  director  who  runs 
the  venture-capital  arm  at  Travel- 
ers Insurance  Cos.,  which  has  in- 
vested $15  million  in  the  company. 

Inside  Molten  Metal,  Haney  and 
Nagel  have  created  a  loyal  group  of 
dedicated  young  staffers,  many  of 
them  lured  by  an  evangelistic  vision 
of  environmental  revolution.  They 
wander  around  in  T-shirts  and 
jeans,  a  casual  tone  underscored  by 
the  ping-pong  table  outside  Haney's 
office  and  the  game  room 
down  the  hall. 

Even  as  kids,  Nagel 
and  Haney  seemed  to  be 
headed  for  their  current 
V  roles.  Keenly  interested 
in  chemistry  in  his  na- 
tive Royal  Oak,  Mich., 
Nagel  recalls  nearly 
blowing  himself  up  in 
seventh  grade  by  drop- 
^  ping  a  small  piece  of  so- 
dium into  water.  "I  had 
to  wear  eye  patches  for  a 
couple  of  weeks,"  he 
says,  laughing.  Haney, 
growing  up  in  Ports- 
mouth, R.  I.,  had  a  paper 
route,  sold  greeting  cards 
door-to-door,  painted 
houses,  and  even  had  a 
summer  job  erecting  circus  tents. 

While  on  nearly  full  scholar-ship  at 
Harvard,  Haney  and  a  classmate 
launched  FuelTech  Inc.,  based  on  a  new 
fuel-saving  process  they  had  licensed 
from  an  inventor.  Parlaying  connections 
made  through  parents  of  fellow  Harvard 
students,  Haney  raised  millions  in  capi- 
tal, most  of  it  overseas.  He  soon  found 


1^ 

I* 

8 

m 

■ 
■ 

* 

himself  running  a  multimillion-dollar 
business  while  still  attending  classes.  "I 
remember  going  to  a  meeting  with  an 
adviser  to  Margaret  Thatcher  and  fran- 
tically trying  to  finish  a  term  paper  in 
the  taxi,"  he  says. 

Nagel,  meanwhile,  had  graduated 
from  Michigan  Technological  University 
and  was  working  as  a  chemical  engineer 
at  U.S.  Steel's  huge  Gary  (Ind.)  works. 
His  job,  finding  ways  to  cut  energy  costs 
in  steelmaking,  eventually  led  him  to 
muse  about  feeding  such  waste  material 
as  tires  into  the  blast  furnace.  Along 
with  Professor  Robert  D.  Bach  at 
Wayne  State  University,  Nagel  invented 
the  basic  Molten  Metal  technology. 

Realizing  Molten  Metal  needed  experi- 
enced help,  Haney  sought  out  big-name 
partners.  DuPont  Co.  signed  up  to  help 
fund  the  pilot  plant,  while  Fluor  Daniel 
Inc.  agreed  to  provide  the  engineering 
muscle  to  build  commercial  units.  Mau- 
rice F.  Strong,  the  Canadian  industrialist 
who  organized  the  1992  U.  N.  environ- 
mental conference  in  Rio  de  Janeiro, 
agreed  to  invest  in  the  company  and 
serve  on  its  board— his  only  outside  di- 
rectorship. "I've  seen  a  lot  of  new  envi- 
ronmental technologies  over  the  years," 
says  Strong.  "But  I've  never  seen  any- 
thing that's  excited  me  as  much  as  this." 
radioactive  mountain.  Still,  some  cus- 
tomers stress  that  the  Molten  Metal 
process  won't  be  proved  until  it's  up 
and  running  at  a  commercial  site,  which 
isn't  likely  to  be  until  late  1995.  Among 
their  questions:  Will  the  unit  be  robust 
enough  to  operate  nearly  around  the 
clock,  year-round?  Can  the  process  work 
as  well  in  a  less-controlled  environment 
where  the  waste  feeds  vary  more?  And 
will  the  unit  prove  as  safe  and  pollu- 
tion-free as  advertised?  An  accident  or 
even  failure  to  meet  promises  could  se- 
verely dampen  the  company's  prospects. 

One  potentially  lucrative  avenue  of 
business:  The  U.  S.  Energy  Dept.  is  ex- 
amining whether  Molten  Metal's  tech- 
nology could  be  used  for  its  mountain  of 
low-level  radioactive  waste.  Although 
the  process  won't  remove  the  radioactiv- 
ity, it  could  cut  the  volume  of  waste  at 
least  tenfold,  slashing  the  storage  cost. 

Ever  the  salesman,  Haney  waxes 
poetic  about  future  possibilities.  As 
Molten  Metal's  scientists  understand  the 
process  better,  he  says,  they  will  be 
able  to  make  more-valuable  end  prod- 
ucts, such  as  stainless  steel,  dramatical- 
ly improving  the  economics  of  the  sys- 
tem. Haney  even  predicts  that  one  day, 
the  technology  could  be  advanced 
enough  to  recycle  the  billions  of  tons  of 
municipal  waste  that  the  world  is  now 
burying  and  burning.  Imagine  turning 
soiled  diapers  into  industrial  gases.  Now 
that  would  truly  be  modern  alchemy. 

By  Mark  Marernont  i?i  Waltham,  Mass. 
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A  software  company 
started  by  Gates  to  license 
electronic  art.  Microsoft 
,    has  acquired  multimedia  I 
^       technology  from  A 
Continuum.  jfl 
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BILL  GATES'S 
VISION 

HE'S  PUSHING  MICROSOFT  PAST  THE  PC  AND  ONTO  THE  INFO  HIGHWAY 


rou  wouldn't  exactly  say  he's 
panicking,  but  William  H. 
Gates  III  is  concerned  about 
the  future.  Sure,  his  net 
worth  is  approaching  $8  bil- 
Sure,  Microsoft  Corp.  is  at  the 
ht  of  its  powers  and  this  month  will 
i  out  its  fiscal  year  with  revenues  of 
billion,  aftertax  margins  of  25%, 
$3  billion  in  cash.  And  at  around 
Microsoft  stock  is  at  an  all-time 
.  But  Gates  has  spent  a  lot  of  time 
•ing  into  the  future  lately, 
^hat  he  sees  is  that  in  a  world  of 
erful,  high-speed  networks— both 
iin  companies  and  across  the  so-called 
rmation  Superhighway— it  won't  do 
ist  be  the  king  of  desktop  computers, 
ntually,  these  networks  will  shift  the 
puter  industry's  center  of  gravity 
y  from  the  desktop.  Over  time,  the 
both  wired  and  wireless— will  take 
computing  everywhere, 
making  what  hap- 
pens on  conven- 
tional   PCs  less 


ICOS 

iotech  company 
orking  to  cure 
autoimmune 
diseases. 


important.  The 
powerhouse  com- 
panies may  be 
the  ones  who 
own  the  network 
or  the  content  deliv- 
ered over  it. 
Gates  has  also  taken  a 
[  at  the  past  and  seen  that  in  gener- 
the  companies  that  were  great  pow- 
in  one  era  of  computer  technology 
Id  not  extend  their  dominance  into 
next.  Fixated  on  the  technology  that 
3e  them  great,  companies  such  aa 
or  Digital  Equipment  Corp.  underes- 
ated  the  potential  of  newer  develop- 
nts.  And  Gates  is  determined  to 
ke  sure  that  that  doesn't  happen  to 
•rosoft.  "Companies  in  this  business 
'e  often  lost  their  way,"  says  Gates, 
e  will  not  fall  short  for  not  having  an 
•ansive  view  of  how  technology  can 
used." 


"0 


ur  software 
will  be  used 


The  38-year-old  Gates  has  no  prob- 
lem painting  an  expansive  vision  of  the 
coming  era.  The  Information  Superhigh- 
way, he  says,  is  the  first  exciting  new 
opportunity  since  the  invention  of  the 
personal  computer.  Just  as  the  PC's 
cheap  and  abundant  processing  powers 
revolutionized  computing  in  the  1980s, 
he  says,  an  explosion  of  low-cost,  high- 
capacity  networks  will  radically  alter 
how  we  use  technology 
in  the  coming  decade. 
"Personal  computing  was 
qualitatively    a  very, 
very  different  thing  than 
the  computing  that  came 

before,"  says  Gates.  "The  in  the  home,  in  the 
advances  in  communica- 
tion likewise  will  create  p0cket,  and  in  the  car" 

new  ways  of  using  com- 
munication for  learning, 
education,  and  commerce 
that  go  far  beyond  any- 
thing done  to  date." 
no  escape.  To  make  sure  Microsoft 
catches  that  next  technology  wave, 
Gates  is  pushing  the  software  giant  into 
every  corner  of  the  Info  Highway  busi- 
ness. That  includes  programs  to  control 
the  computers  and  other  gadgets  we'll 
use  to  tap  into  the  network,  the  soft- 
ware to  run  the  net,  and  the  content 
and  services  that  flow  across  it.  Gates 
envisions  all  sorts  of  devices— PCs,  per- 
sonal digital  assistants  (PDAs),  digital 
televisions,  and  as-yet-uninvented  prod- 
ucts—tapping into  the  same  high-band- 
width networks,  scooping  up  multimedia 
information,  and  connecting  with  doz- 
ens of  on-line  services.  "Our  software 
will  be  used  in  business,  in  the  home,  in 
the  pocket,  and  in  the  car,"  he  says. 
"We're  making  a  big  bet  on  that." 

Indeed,  if  Gates's  plan  succeeds,  you 
won't  be  able  to  escape  Microsoft's  soft- 
ware. It  will  accompany  you  on  vaca- 
tion, sitting  in  a  pocket  device  that  pays 
your  bar  tab.  It  will  ride  in  your  car, 
mapping  out  the  best  route  to  your  des- 


tination. It  will  control  your  appliances 
and  feed  programs  and  information  to  an 
entire  city's  television  sets.  It  will  let 
you  browse  through  a  world  of  mer- 
chandise and  services  from  your  home 
and  business,  with  a  royalty  going  to 
Microsoft  each  time  you  do  so. 

The  vision  will  also  take  Microsoft 
into  completely  new  businesses,  such  as 
on-line  services.  Gates  isn't  talking  pub- 
licly about  the  first  such 
project,  code-named 
Marvel,  but  it's  expect- 
ed to  start  up  by  the 
end  of  the  year.  Initially, 
it  may  be  little  more 
than  a  glorified  help  line 
for  Microsoft  customers 
with  a  few  entertain- 
ment services  thrown 
in.  Eventually,  according 
to  analysts  who  have 
been  briefed  by  Micro- 
soft, Marvel  will  be  a  full-blown  service 
akin  to  America  Online  Inc.— with  news, 
chat  lines,  and  shopping.  They  say  that 
it  will  resemble  Apple  Computer  Inc.'s 
on-line  service,  eWorld,  which  uses  a 
shopping-mall  format. 

The  new  businesses,  in  turn,  will  pit 
Microsoft  against  a  whole  new  array  of 
competitors.  Many,  especially  cable-TV 
and  telephone  companies,  will  be  far 
more  powerful  than  any  software  rivals. 
Instead  of  IBM,  Gates's  biggest  worry 
could  become  AT&T,  which  also  wants 
to  be  a  kingpin  in  the  Superhighway 
era.  And  as  of  now,  it's  allied  with  Mi- 
crosoft's bitterest  rivals:  Novell  Inc.  and 
Lotus  Development  Corp.  "AT&T  and  Mi- 
crosoft will  be  significant  competitors 
as  computers  and  communications  con- 
verge," says  Rick  G.  Sherlund,  an  ana- 
lyst at  Goldman,  Sachs  &  Co. 

Meanwhile,  as  he  pushes  Microsoft 
into  new  areas,  Gates  is  also  opening 
up  opportunities  for  himself.  In  a  series 
of  investments,  the  billionaire  has  been 
diversifying  his  personal  portfolio  be- 
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yond  computers  and  software.  Over  the 
past  few  years,  he  has  plowed  $23  mil- 
lion into  biotechnology  startups  and  into 
research,  and  he  recently  put  up  $5  mil- 
lion to  help  Craig  0.  McCaw  plant  the 
seeds  of  Teledesic,  a  hugely  ambitious 
21st  century  satellite  venture  (page  62). 
Gates  stresses  that  his  private  dealings 
are  no  liig  distraction.  "I  invest  in 
things,  but  that's  on  my  own  time," 
he  says. 

midnight  oil  To  be  sure,  Gates  is  hard- 
ly turning  his  attention  from  his  original 
brainchild.  He  is  still  intimately  involved 
in  daily  operations  as  well  as  long-range 
planning.  And  his  marriage,  on  New 
Year's  Day,  to  Microsoft  Marketing  Man- 
ager Melinda  French,  has  done  little  to 


cates  the  difficult  task  of  bringing  out 
upgrades.  Last  year's  big  product,  Win- 
dows NT,  arrived  months  late  and  miss- 
ing some  key  components.  This  year's 
No.  1  project,  Chicago  (also  known  as 
Windows  4.0),  has  also  slipped.  It  was 
due  in  the  first  half  of  1994,  and  now  Mi- 
crosoft is  scrambling  to  meet  a  new 
yearend  deadline.  Chicago  is  supposed  to 
boost  performance  by  merging  Windows 
with  a  new  version  of  the  ms-dos  operat- 
ing system  and  will  have  lots  of  built-in 
communications  features  such  as  elec- 
tronic mail. 

This  is  not  to  say  that  Microsoft  is  in 
any  real  danger— yet.  Analysts,  for  ex- 
ample, expect  upgrade  revenues  from 
Chicago  to  rack  up  a  cool  $1  billion  in 


pet: 

ing.  LAN  Manager,  a  network  operati; 
system  introduced  in  1989,  has  new** 
caught  on  as  more  than  a  niche  produ 
And  Windows  NT,  a  server  operati  p1 
system,  has  made  little  headway  agaijp 
programs  such  as  Unix  or  Novell's  N 
Ware  (page  60). 

Microsoft  hasn't  had  any  better  In 
with  software  for  non-PC  equipment 
Winpad,  a  special  version  of  the  W 
dows  operating  system  for  PDAs  tljc 
has  been  under  development  for  if  ■ 
years,  is  still  not  ready.  That's  one  rap 
son  Compaq  Computer  Corp.  recem 
shelved  plans  for  a  new  line  of  tiny  n 
chines  called  Windows  Companions  dp 
signed  around  Winpad,  analysts  s»t 
Winpad  is  part  of  a  larger  project,  call|: 
Microsoft  At  Work,  that  i: 
beds  Microsoft  software  in 
lice    equipment,  such 
phones,  fax  machines,  a: 
copiers  that  then  can  be  © 
trolled  by  PCs.  But  a  year 
ter  introduction,  only  a  f^tar? 
machines  with  At  Work 
out.  That  may  be  just  as  wi 
since  the  PC  software  to  nflr, 
them  won't  arrive  until  Chi 
go  ships 

SUCKER  BET.  Those  setbac 
don't  bode  well  for  Microso: 
prospects  on  the  incredi 


ru.  In  May, 

  server  called  Tiger,  designed  to  deliver 

iGHWAY  digitized  films  and  TV  shows  across  cable  or  phone  networks 


slow  his  pace.  "I  go  home  by  midnight 
almost  every  night  now,"  Gates  says. 
Before,  it  was  common  to  see  his  Lexus 
at  the  company's  Redmond  (Wash.) 
headquarters  at  2  or  3  a.m. 

The  late  nights  are  more  than  habit. 
With  14,773  employees,  dozens  of  prod- 
uct lines,  and  marketing  subsidiaries  in 
42  countries,  Microsoft  has  become  a 
complex  enterprise  to  manage.  It's  also 
struggling  with  the  cost  of  its  own  suc- 
cess: There  are  55  million  Windows  cus- 
tomers and  thousands  of  software  de- 
velopers selling  Windows  applications, 
and  Microsoft  can't  abruptly  jump  to 
new  technology  that  would  make  the 
old  software  incompatible.  That  compli- 


the  first  year.  But  a  slowdown  in  desk- 
top software  is  inevitable.  Microsoft's 
revenue-growth  rate  has  already  fallen 
from  50%  in  1992  to  around  20%'  for  fis- 
cal 1994.  And  growth  in  some  categories, 
such  as  word  processing  programs  and 
spreadsheets,  could  slow  to  single-digit 
rates.  "For  the  next  three  to  four  years, 
Microsoft  is  fine,"  says  analyst  Betty  J. 
Lyter  of  Montgomery  Securities  Inc. 
"But  further  out,  it  absolutely  has  to 
work  for  new  markets." 

So  far,  reaching  new  markets  beyond 
the  desktop  hasn't  been  easy  for  Micro- 
soft. Its  first  big  move— up  the  wire 
from  the  desk  to  the  server  computers 
that  manage  PC  networks— has  been  halt- 
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key  technology  it  is  trying 
supply,  so-called  video  sei 
ers  to  store  and  distribute 
gitized  movies,  will  requij 
sophisticated  database  solicit 
ware  to  funnel  the  signal  jkwivwu 
thousands  of  homes  and  lam  r< 
keep  track  of  who  saw  whim 
for  billing  purposes.  But  Biforady 
crosoft  has  little  experien  'i< 
in  databases  that  run  on  an  eentrej 
thing  but  desktop  systems,  gy . 
database  of  digitized  vidJL| 
"pushes  the  limits  of  event? 
company  like  Oracle,  whi<fs' 
has  been  in  the  business  fi 
years,"  says  Gerald  D.  Held,  senior  vi 
president  of  Oracle  Corp.,  the  leadi 
supplier  of  database  software  for  mi: 
computers  and  servers.  "It  would  be 
gigantic  leap  for  a  company  that's  on] 
been  on  the  desktop." 

But  Held  and  other  software  exee 
tives  also  know  it's  a  sucker  bet  to  wrii 
off  Microsoft.  Even  when  the  first  ve; 
sions  of  its  products  are  so-so,  Micr 
soft  keeps  plugging  away  until  the 
work.  Windows  is  a  case  in  point: 
wasn't  until  Windows  3.0  was  introduce 
in  1990— five  years  and  hundreds  of  pr> 
grammer-years  after  the  widely  deride 
Windows  1.0— that  the  graphical  pr| 
gram  really  took  off.  The  company  alsl 
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1 2ame  slow  starts  with  its 
I  adsheet  and  word  pro- 
[  ng  product  lines,  which 
jockey  for  first  place  in 

respective  markets  with 
s  and  WordPerfect  Corp. 
ites  is  famous  for  his  Jap- 
s-style tenacity.  "He  fol- 

somebody's  taillights  for 
ile.  then  zooms  past,"  In- 
]hief  Executive  Officer 
•ew  S.  Grove  pointed  out 

Microsoft  executive  re- 
y.  But  that  modus  oper- 

won't  serve  in  the  un- 
ted  territories  of  the 
al  future.  "Soon,  there 

be  no  taillights  left," 
'e  predicted. 

'  lat's  why  Gates  is  putting 
uch  into  research  and  hir- 
lots  of  new  talent.  The 
jany's  research  and  de- 
i  Dment  budget  has  grown 
i  ore  than  $600  million,  and 
budget  for  the  Advanced 
jarch  group,  where  the 
tt  leading-edge  work  is 
is  approaching  $150  mil- 
a  year.  For  the  past  sev- 
years,  Gates  has  been 
ig  people  whose  expertise  extends 
)eyond  the  PC— including  sociologists, 
rists,  and  at  least  one  ethnomusicol- 
I  i.  He  is  also  recruiting  seasoned  ex- 
ives  from  outside  the  PC  business, 
jing  from  supercomputer  engineers 
novie  special-effects  experts.  The 
pany  is  also  said  to  have  an  open 
kbook  ready  for  recruiting  big-name 
:imedia  and  Hollywood  talent. 
•-WAY  WRISTWATCHES.  The  most  im- 
ant  recruit,  perhaps,  is  Nathan  P. 
irvold,  Microsoft's  senior  vice-presi- 
;  for  advanced  technology.  Myhrvold, 
iD  in  theoretical  physics  and  a  soft- 
e  entrepreneur,  is  Gates's  chief  tech- 
igy  guru  and  the  head  of  the  Ad- 
ced  Technology  operation.  Among 
;r  assignments,  he  is  overseeing  ef- 
s  to  build  chunks  of  the  Information 
erhighway. 


In  May,  Myhrvold  unveiled  one  of  Mi- 
crosoft's most  ambitious  projects,  video 
server  software  called  Tiger.  The  setup, 
networking  potentially  thousands  of 
"motherboards"  and  disk  drives,  is  de- 
signed to  serve  up  digitized  movies  and 
television  shows  across  cable  or  phone 
networks.  Tiger  is  just  "the  first  piece" 
of  an  end-to-end  interactive  video  sys- 
tem, says  Myhrvold.  "We  were  struck 
by  how  comprehensive  their  approach 
to  the  problem  was,"  says  Bruce  W. 
Ravenel,  vice-president  for  technology 
at  cable  giant  Tele-Communications  Inc. 
TCI  plans  to  use  Tiger  servers  in  inter- 
active TV  tests,  including  in  a  joint  trial 
with  Microsoft  in  Seattle.  Microsoft  also 
has  landed  a  Tiger  test  with  Rogers 
Communications  Inc.,  Canada's  largest 
cable  operator. 

Microsoft  is  also  interested  in  the  re- 


ceiving end.  It  is  writing  software  for 
navigating  through  hundreds  of  program 
choices.  And  it  is  writing  software  for 
set-top  boxes  being  developed  jointly  by 
Intel  Corp.  and  General  Instrument 
Corp. 

Advanced  Technology's  charter  does 
not  stop  with  high-tech  TV.  Research- 
ers are  cooking  up  a  series  of  gizmos 
they  refer  to  as  "hardwear"— computing 
and  communications  devices  to  be  car- 
ried or  worn  at  all  times.  One  team  is 
working  on  the  idea  of  a  portable  com- 
puter that  fits  in  your-  pocket  or  clips  to 
your  belt,  sending  wireless  messages  to 
and  from  your  home  or  office  computer 
so  you  can  keep  your  office— and  impor- 
tant data— with  you  at  all  times.  And, 
shades  of  Dick  Tracy,  another  effort  is 
aimed  at  computers  as  easy  to  wear  and 
ubiquitous  as  wristwatches.  Myhrvold's 
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gang  has  even  tossed  around  the  notion 
of  a  chip  embedded  in  the  heel  of  your 
running  shoe  to  automatically  clock  your 
speed  and  distance  and  count  how  many 
calories  you  burn. 

Gates's  favorite  idea  is  the  "wallet 
PC,"  which  would  hold  an  electronic  ver- 
sion of  everything  you  might  keep  in  a 
wallel  or  purse— telephone  lists,  appoint- 
ment calendar,  credit  cards,  maps,  even 
money.  How?  Microsoft  has  licensed 
data-encryption  technology  from  a  Sili- 
con Valley  company  called  RSA  Data  Se- 
curity Inc.,  which  it  hopes  to  use  to  de- 
sign electronic  money:  secure,  coded 
messages  transmitted  between  your  wal- 
let PC  and  your  hank,  so  that  you  can 
make  purchases  without  paper  or  plastic. 
Such  electronic  money  will  be  key  to 
doins  business  across  the  net. 
MAJOR  marketing.  Many  of  these  proj- 
ects may  never  see  the  light  of  day. 
And  those  that  do  won't  be  manufac- 
tured by  Microsoft .  The  company  is  tin- 
kering with  the  designs  to  discover  what 
kind  ol  software  they'll  need.  It's  also 
making  some  investments  to  get  a  jump 
on  new  technology.  Microsoft  has 
pumped  S.'i")  million  into  Metricom  Inc. 
and  Mobile  Telecommunication  Technol- 
ogies Corp.,  for  example,  to  get  a  grasp 
of  data-communications  technology  for 
handheld  devices. 

With  computers  taking  on  new  shapes 
and  reaching  millions  of  new  consumers, 
Microsoft  researchers  are  busy  looking 
for  ways  to  make  them  far  easier  to 
use.  That's  a  big  thrust  of  the  company's 
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basic-research  effort,  headed  by  Rich- 
ard Rashid,  a  former  computer-science 
researcher  at  Carnegie  Mellon  Univer- 
sity who  joined  Microsoft  in  1991.  One  of 
his  teams,  which  is  exploring  "natural 
language"  programming,  arrived  en 
masse  from  IBM  when  Karen  Jensen,  an 
11-year  veteran  of  IBM's  famed  Thomas 
J.  Watson  Research  Center  grew  frus- 
trated. Her  natural-language  project 
there,  aimed  at  getting  com- 
puters to  understand  writ- 
ten English,  never  really 
made  it  to  the  product 
stage.  "IBM  just  didn't  seem 
to  understand  how  to  com- 
mercialize software,"  she 
says. 

At  Microsoft,  the  former 
IBMers  have  developed  a 
new  system  that  tries  to  get 
computers  to  understand 
words  by  creating  elaborate 
links  to  every  related  word 
in  the  dictionary.  Then,  the 
system  compares  those  links  with  other 
words  that  appear  in  the  sentence  or 
paragraph  that  it  is  reading.  That  helps 
it  interpret  what's  meant  when  you  type 
in  "Find  my  expense  report,"  for  exam- 
ple. Jensen  expects  programs  that  use 
these  techniques  to  appear  within  a 
year.  But  that  won't  make  Microsoft  the 
first:  Oracle  recently  introduced  a  pro- 
gram called  ConText  that  also  uses  nat- 
ural-language techniques. 

While  Myhrvold  and  Rashid  focus  on 
long-term  research,  Microsoft's  year-old 


Consumer  Software  Div.  is  paving 
more  immediate  path  to  the  Inforr 
tion  Superhighway.  Headed  by  Vi 
President  Patricia  Q.  Stonesifer,  the 
vision  is  fielding  Microsoft's  fi 
products  for  the  home,  mostly  mu 
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sumer  Software's  sales  are  running 
$300  million  per  year,  triple  the  rate 
year  ago,  says  Stonesifer.  That  mal 
the  550-employee  divis: 
the  company's  fastest-grc 
ing  unit.  Gates  says  he 
considering  upping  the  m 
keting  budget  tenfold,  t(  ns 
staggering  $100  millioi 
more  than  the  sales  of  m 
software  companies.  "Wl 
the  heck,  our  profitabil 
looks  good,"  shrugs  Gati. 
Meanwhile,  Microsoft 
scouring  the  market  for  i  it 
ditional  multimedia  "conter 
On  June  13,  for  example 
signed  a  deal  to  co-devel 
kiddie  fare  with  Scholastic  Corp. 
league  or  their  own.  More  importai 
the  consumer  programs— loaded  wi  less 
sound,  video,  animation,  and  graphic;  ii.r 
are  designed  to  get  consumers  warm 
up  for  the  interactive  services  that  I  it!, 
crosoft  is  planning.  The  Complete  Ba:  k 
ball  disk,  for  example,  includes  tri\ 
about  every  major-league  team  and  pk  \  fi 
er  who  has  ever  been  in  the  game- 
eluding  clips  of  famous  plays.  Usinglto 
modem,  PC  owners  can  download  a  da  f,  [ 
newsletter  from  Microsoft  that,  for  $1 
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When  it  was  introduced 
ago,  Windows  NT 
posed  to  lead  Microsoft 
triumphant  advance  beyond  the 
NT,  for  New  Technology,  would 
Microsoft's  software  empire  to 
the  powerful  computers  at  the 
the  client-server  networks  increioraa; 
replacing  mainframes  and  minici 
ers.  After  five  years  of  work  an 
million  in  development  costs 
was  so  sure  NT  would  be  a  hit 
predicted  it  would  easily  sell  1 
copies  in  the  first  12  months.  Tod 
alysts  put  the  number  closer  to  £ 
and  say  only  a  third  are  on 
Gates's  strategic  target. 

Microsoft's  frustrations  in 
are  nothing  new.  Its  LAN  Manager 
duced  in  1989,  has  done  poorly  i 
Novell  Inc.,  whose  NetWare  has 
the  market.  Similarly,  Window; 
Workgroups,  a  program  for  sharir 
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issue,  supplies  daily 
ights  and  automatic  up- 
of  season  statistics, 
itually,  Microsoft  be- 
s  the  product  will 
e  into  an  on-line,  inter- 
e  video-information  ser- 
about  baseball. 
ie  on-line  push  is  ex- 
id  to  begin  by  the  end 
!  e  year  with  the  intro- 
on  of  Chicago,  which  in- 
is  an  icon  that,  when 
ed,  will  launch  users 
Microsoft's  Marvel  ser- 
if just  a  fraction  of  the 
ms  of  Chicago  custom- 
lick  on  that  icon,  Micro- 
could  become  an  over- 
t  giant  in  on-line 
Ices.  In  the  future,  the 
>any's  on-line  network 
also  be  accessible  from 
le  devices  and  TV  set- 
boxes  that  run  Micro- 
software.  Thai  could 
3  interactive  services, 
•ding  to  Goldman  Sachs's  Rick  Sher- 
"a  whole  new  driver  for  Microsoft's 
less." 

ituristic  software,  multimedia,  in- 
ctive  TV,  on-line  services.  It's  a 
iful,  even  for  a  company  with  the  re- 
ces  of  Microsoft.  That's  why  allianc- 
aay  be  critical  to  the  company's 
s  for  branching  beyond  the  desk- 
However,  Microsoft  has  earned  a 
tation  as  an  exceedingly  tough  nego- 
r.  True,  Gates  has  signed  deals  with 
and  with  Rogers  Communications 


BASIC  RICHARD  RASHID  is  exploring  artifi 

telligence,  speech  recognition,  and  other 
RESEARCH  ways  to  make  software  easier  to  use 


and  Pacific  Gas  &  Electric  Co.,  the  San 
Francisco-based  utility. 

But  what  may  be  more  significant  are 
the  deals  that  Microsoft  couldn't  nail 
down.  Despite  a  several-week  courtship, 
including  personal  visits  by  Gates,  Micro- 
soft was  unable  to  persuade  Alex  Mandl, 
CEO  of  AT&T's  Communications  Services 
Group,  to  use  Microsoft  software  on  a 
network  for  businesses.  The  network, 
which  will  be  offered  on  an  experimental 
basis  this  year,  will  rely  on  Novell's  Net- 
Ware and  Lotus  Notes  to  let  AT&T  cus- 


tomers exchange  information 
electronically  with  branch  of- 
fices, suppliers,  or  customers. 
To  add  insult  to  injury,  Mi- 
crosoft's closest  PC  partner, 
Compaq,  plans  to  be  one  of  the 
first  companies  to  use  the 
AT&T  Notes  network  in  a  pilot 
application. 

Another  deal  that  collapsed 
was  a  proposed  three-way  ven- 
ture among  Microsoft,  TCI,  and 
Time  Warner  Inc.  The  pact 
would  have  created  a  powerful 
troika  and  would  have  secured 
a  leading  software  role  for  Mi- 
crosoft in  interactive  television. 
But  executives  close  to  the  ne- 
gotiations say  Time  Warner 
balked  at  Microsoft's  demands, 
which  included  hefty  royalties 
and  limiting  or  excluding  the 
use  of  non-Microsoft  software. 
More  recently,  one  telecommu- 
nications company  says  it 
walked  away  from  a  deal  to 
use  Tiger  technology  because 
of  what  it  regarded  as  Microsoft's  unrea- 
sonable terms. 

NEW  SUITS.  Such  hardball  tactics  will 
continue  to  inspire  fear  and  loathing 
among  potential  Microsoft  partners,  says 
William  M.  Bluestein,  an  analyst  with 
Forrester  Research  Inc.  The  feeling 
among  many  companies  is  that  "when 
you  do  business  with  Microsoft,  you 
want  to  keep  your  hand  on  your  wallet," 
he  says.  "No  one  is  going  to  bless  Micro- 
soft in  this  new  market." 

At  the  same  time,  Microsoft's  aggres- 


oups  of  workers,  has  not  slowed 
Lotus  Development  Corp.'s 
tre"  hit. 

e  NT  setback  could  have  wider 
iions.  As  Gates's  ambitions  have 

0  has  his  bet  on  NT.  Now,  NT  is 
to  be  the  foundation  for  a  slew 
'.ed  systems,  including  Tiger  vid- 
irs,  and  Cairo,  an  "intelligent" 

1  system  that  will,  on  its  own, 
ormation  on  a  network.  NT  is 
base  technology  for  new  server 
ons— programs  for  electronic 
ig,  groupware,  and  network 
lent.  In  short,  NT  is  fundamental 
's  plan  for  making  Microsoft  a 
;cations  giant. 

went  wrong?  For  one,  even 
Microsoft  pitched  NT  for  running 
works— even  whole  companies— 
/are  lacked  many  of  the  features 
lications  to  do  so,  and  it  didn't 
ill  with  existing  computer  set- 
i  as  those  running  NetWare.  NT 
tires  lots  of  computer  memory  to 
simple  tasks,  and  like  many  new 


software  products,  it  still  has  a  few  bugs 
to  be  worked  out.  "NT  turned  out  to  be 
bigger  and  uglier  and  slower  than  any- 
body had  expected,"  says  Stan  Hanks, 
president  of  NetSmiths  Ltd.,  an  Edison 
(N.J.)  computer  consultant.  Meanwhile, 
sales  of  Unix,  a  mature  operating  sys- 
tem, are  booming  in  the  server  market. 
right  stuff.  The  task  of  making  NT  live 
up  to  its  billing  falls  to  James  E.  Allchin, 
vice-president  of  Advanced  Systems. 
Gates  persuaded  Allchin,  chief  technolo- 
gist at  network  software  maker  Banyan 
Systems,  to  join  Microsoft  in  1990.  A 
computer  scientist  who  held  most  PC  soft- 
ware in  low  esteem,  Allchin  was  reluc- 
tant at  first.  Gates  kept  pushing  because 
he  figured  that  Allchin,  41,  had  the  right 
stuff:  As  a  PhD  candidate  at  Georgia 
Tech  in  the  early  1980s,  he  had  written  a 
program  called  Clouds  that  linked  sever- 
al minicomputers  together  to  act  like 
one  huge  machine.  That  could  come  in 
handy  in  pulling  off  all  the  communica- 
tions tricks  Gates  has  in  mind. 

The  comeback  plan  for  NT  is  already  in 


gear.  The  second  release,  code-named 
Daytona,  is  expected  this  summer.  In 
addition  to  cleaning  up  bugs,  Daytona 
will  require  less  memory  and  will  work 
with  more  systems,  including  NetWare. 
And  Microsoft  has  been  persuading  mak- 
ers of  Unix  and  mainframe  applications, 
such  as  Computer  Associates  Interna- 
tional Inc.  and  Oracle  Corp.,  to  write 
programs  for  NT.  Microsoft's  own  NT  pro- 
grams, such  as  "Touchdown,"  a  group- 
ware  offering,  and  a  revamped  SQL  Serv- 
er database,  are  imminent. 

Meanwhile,  momentum  for  NT  is  start- 
ing to  build.  PaineWebber  Inc.  analyst 
Michael  Kwatinetz  predicts  that  as  many 
as  500,000  copies  of  Daytona  could  sell 
this  year.  Still,  it  won't  be  until  1995  or 
1996  until  NT  really  catches  on,  he  says. 
"The  thing  you  have  to  admire  about 
Bill  Gates,"  says  Kwatinetz,  "is  that  he 
understands  that  making  technology 
prevalent  is  not  a  short-term  process." 
Good  thing. 

By  Amy  Cortese  in  New  York  and 
Richard  Brandt  in  Redmond,  Wash. 
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sive  ways  have  led  to  some  legal  tan- 
gles. The  company  recently  lost  a  copy- 
right-infringement suit  brought  by  soft- 
ware maker  Stac  Electronics  Inc.  Not 
only  did  Microsoft  wind  up  paying  Stac 
$120  million  in  damages,  in  early  June  a 
judge  issued  an  order  prohibiting  fur- 
ther sales  of  a  version  of  MS-DOS  that 
contains  the  infringing  code. 

Meanwhile,  after  the  Federal  Trade 


Commission  abandoned  a  two-year  anti- 
trust probe  of  Microsoft,  the  Justice 
Dept.  has  recently  expanded  its  year- 
old  investigation  and  could  bring  a  law- 
suit as  early  as  late  summer.  A  key 
issue:  allegations  by  competitors  that 
Microsoft  uses  its  dominant  position  in 
personal  computer  operating  systems 
to  gain  unfair  advantage  in  other  PC 
markets. 


But  the  wheels  of  justice  grind  slowi 
By  the  time  a  major  antitrust  suit  coi 
be  litigated— or  dismissed  or  settlec 
Microsoft  may  not  resemble  the  PC  po 
erhouse  it  is  today.  If  Bill  Gates  c| 
make  his  vision  a  reality,  he  and  b 
company  will  have  found  new  worlds  I 
conquer. 

By  Richard  Brandt  in  Redmori 
Wash.,  with  Amy  Cortese  in  New  York 


WHERE  BILL  IS  PUTTING  HIS  POCKET  CHANGE 


The  second-richest  man  in  the  U.  S. 
doesn't  like  to  spend  money.  He 
has  even  been  known  to  drive 
around  for  half  an  hour  looking  for  a 
parking  spot  rather  than  pay  $12  for  a 
garage  space.  Sure,  William  H.  Gates 
III  has  had  lapses,  such  as  the  $60U,000 
Porsche  he  bought  a  few  years  ago 
and  the  $20  million  estate  he's  building 
on  Seattle's  Lake  Washington.  But,  he 


PERSONAL  LER0Y  H00D  s  company  is  seeking 
luurrTururr  cures  ^or  genetic  diseases-with  a 
INVESTMENTS  $5  million  stake  from  Gates 


points  out,  the  house  will  double  as  a 
technology  showcase  and  meeting  place 
for  Microsoft  Corp.  Other  than  that, 
his  only  real  extravagance  is  a  fond- 
ness for  cashmere  V-neck  sweaters. 

Gates  also  hates  to  waste  time  on 
activities  outside  Microsoft.  He  takes 
few  vacations  and  even  married  a  Mi- 
crosoft manager.  "Ninety  percent  of 
my  net  worth  is  in  Microsoft,"  he  says. 
"That  leaves  me  with  some  reasonable 
amount  of  money— less  than  1%— to  in- 
vest in  other  things." 


So  when  Gates  puts  money  and 
time  into  startups,  the  interest  has  to 
be  intellectual,  as  well  as  financial.  The 
answer:  biotech.  "It's  a  hobby  of  mine," 
he  says.  "Other  than  computers  with 
great  software,  it's  the  thing  that's  go- 
ing to  change  the  world  the  most." 
Gates  is  intrigued  by  the  challenge  of 
unraveling  genetic  codes.  "The  gene  is 
by  far  the  most  sophisticated  program 
around,"  he  says. 

Gates  also  likes 
to  keep  his  money 
close  to  home— in 
Washington  State. 
In  late  1992,  he 
gave  $12  million  to 
the  University  of 
Washington  to  start 
a  molecular  biotech- 
nology department, 
thus  luring  Leroy  E. 
Hood  from  the  Cali- 
fornia Institute  of 
Technology.  Hood  is 
a  pioneer  in  creat- 
ing computers  that 
map  the  molecular 
structure  of  genes. 

Hood  subsequent- 
ly became  a  co- 
founder  of  Darwin 
Molecular  Corp.  in 
Bothell,  Wash.,  in 
the  hopes  of  using 
those  maps  to  find 
cures  for  genetic 
diseases.  Among  the 
company's  goals:  AIDS  treatments  and  a 
"killer  gene"  to  attack  tumors.  Gates  in- 
vested $5  million  in  May,  along  with 
Microsoft  co-founder  Paul  G.  Allen. 
With  over  10%  each,  they  are  its  larg- 
est shareholders. 

Gates  is  also  the  biggest  shareholder 
in  ICOS  Corp.,  a  biotech  company  near 
Darwin  that  studies  the  way  cells  com- 
municate with  one  another  on  the  the- 
ory that  many  diseases  develop  when 
cells  give  each  other  "bad  advice,"  such 
as  overreacting  to  a  foreign  substance. 


Gates's  $6.35  million  gives  him  a  7.5 
stake  and  a  board  seat. 

His  investment  that  has  made  th 
biggest  headlines  is  the  one  in  whic' 
Gates  is  least  involved.  In  March,  h 
joined  cellular  king  Craig  0.  McCa\ 
to  fund  Teledesic  Corp.  The  Kirklam 
(Wash.)  startup  plans  to  create  a  wire 
less  phone  network  by  launching 
satellites.  Gates  put  up  $5  millioi 
based  on  pal  McCaw's  advice  but  ha 
no  board  seat  and  has  never  even  me 
the  company's  president,  W.  Russelj 
Daggett.  "The  regulatory,  financial,  and 
technical  hurdles  make  it  a  real  lonj 
shot,"  says  Gates.  "But  it's  very  cool  i 
it  works." 
GOOD  QUESTIONS.  The  only  compan; 
aside  from  Microsoft  Gates  has  starte< 
from  scratch  is  Bellevue  (Wash.)-basef 
Continuum  Productions  Corp.,  whicl 
has  been  buying  digital  rights  to  art 
works  and  licensing  them  for  educa 
tional  programs  or  other  uses  by  soft 
ware  makers.  Gates  won't  say  wha 
he  has  invested  in  Continuum. 

It's  too  soon  to  tell  how  Bill's  bet: 
are  paying  off.  ICOS,  the  company  elos; 
est  to  putting  out  a  product,  has  hit 
snag.  The  Food  &  Drug  Administra 
tion  is  holding  up  clinical  trials  of  iti 
multiple  sclerosis  drug  pending  mor< 
information.  And  once  Continuum  Pres 
ident  Stephen  D.  Arnold  began  creat 
ing  interesting  interactive  programs 
Microsoft  acquired  the  technology  anc 
brought  Arnold  on  board. 

If  his  investments  don't  pay  off,  ii 
won't  be  because  Gates  hasn't  don< 
his  homework.  "Bill  understands  bio 
technology  extremely  well  for  some 
one  not  in  the  field,"  says  Darwin's 
Hood.  "The  questions  he  asked  uf 
about  Darwin  were  better  than  those 
of  some  of  the  veteran  venture-cap! 
tal  investment  bankers  and  large  phar 
maceutical  companies."  But  then,  he' 
investing  his  own  money,  not  someone 
else's. 

By  Richard  Brandt  in  Redmond 
Wash.,  and  Dori  Jones  Yang  in  Seattle 
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The  issue  is  managing  workplace  injury  and  its  components.  Workplace  safety,  medical  management, 


disability  management  and  information  management  are  essential  to  controlling  costs  and  maximizing 

For  An  In-Depth  Look  On  How  To 
Save  On  Workers  Comp  Insurance  Costs, 


Don't  Miss  This  Report. 


productivity.  To  stay  competitive, 


companies  need  effective  ways  to  contain  these  costs.  At  Liberty  Mutual  we  take  a  total  approach 


0        to  managing  workplace  injury. 


Vt  4  LS  '  innovative  solutions  to  prevent  accidents 

1 


By  working  actively  with  customers  to  find 


and  return  injured  workers  to  the  job. 


This  is  why  we've  been  the  leading 


provider  of  workers  compensation  insurance  and  services 


for  more  than  50  years.  Find  out  how  you  can  control  costs  and  maximize  productivity.  Write  to  us. 


LIBERTY 
MUTUAL 


For  a  free  copy  of  the  1993  Liberty  Mutual  Annual  Report  write  to:  Liberty  Mutual  P.O.  Box  777AR  Boston,  MA  02116 
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PROSECUTORS  I 


PUTTING  THE  COLLA 
ON  WHITE-COLLAR  CRIM 

For  U.S.  Attorney  Mary  Jo  White,  it's  a  "special  responsibility" 


Mary  Jo  White  is  on  a  roll.  Af- 
ter becoming  the  first  woman 
to  head  the  S.  Attorney's 
office  for  the  Southern  District  of  New 
York  a  year  ago,  she  has  been  a  close 
adviser  to  Attorney  General  Janet  Reno, 
presided  over  the  successful  World 
Trade  Center  bombing  case,  indicted  a 
utility  for  environmental  crimes,  and 
launched  sweeping  investigations  into 
corruption  at  two  Wall  Street  power- 
houses. 

And  remarkably.  White,  46,  has  done 


all  that  without  arousing  the  animosity 
that  usually  goes  with  running  one  of 
the  country's  most  powerful  law  enforce- 
ment offices.  "She's  a  brilliant  lawyer 
and  very  street-savvy,"  says  Edwin  G. 
Schallert,  her  friend  and  former  law 
partner.  "But  she's  also  the  most  down- 
to-earth,  least  formal  person  I  know." 

White's  demeanor  is  certainly  unpre- 
tentious. She  prefers  beer  to  wine,  is  a 
rabid  fan  of  any  number  of  New  York 
sports  teams,  and  when  asked  will  relate 
tales  of  her  ancestor,  the  Indian  princess 


WALL  STREET 
IS  HER  BEAT: 
WHITE  HAS 
RECHARGED 
THE  NEW 
YORK  OFFICE 


Pocahontas.  She  also  has  a  reputat 
for  relentlessly  pursuing  cases,  wh 
has  helped  reinvigorate  a  staff  of 
yers  and  investigators  often  frustral 
under  White's  more  conservative,  pal 
cian  predecessor,  Otto  G.  Obermai 
And  she's  put  Corporate  America  on 
tice  that  the  office  that  brought  da 
Ivan  Boesky,  Michael  Milken,  and  Dr 
el  Burnham  in  the  19i 
is  back  on  the  beat.  "1 
office  is  thriving  rig 
now,"  says  Henry  J.  I 
Pippo,  a  prosecutor  w 
recently  left  White's  st 
after  the  trade  center  case. 

Part  of  what  has  made  White's  fii 
year  such  a  banner  one  is  serendipi 
She  got  her  job  as  prosecutors  were 
ready  preparing  their  high-profile  ca 
against  terrorists  accused  of  the  tra 
center  bombing.  And  two  front-page 
curities  scandals,  one  involving  Kiddi 
Peabody  &  Co.  and  the  other  Prudent 
Securities  Inc.,  have  broken  under  h 
watch,  making  White  a  center  of  attc 
tion  on  Wall  Street  (table). 
DOGGED.  What  distinguishes  White  frc 
some  of  her  predecessors,  say  govei 
ment  and  private  lawyers,  is  her  abili 
to  make  the  most  out  of  complex  cas 
through  creative  legal  strategies  a: 
perseverance.  For  White,  being  dogg 
about  white-collar  crime  is  "the  spec: 
responsibility"  of  her  office.  "Deterren 
works  most  in  the  white-collar  are: 
she  says.  "So  I  don't  think  we  should  t 
quickly  conclude  not  to  go  with  a  crin 
nal  case  in  the  white-collar  area." 

White's  move  to  charge  Consolidate 
Edison  of  New  York  with  environment 
crimes  in  December  is  one  example 
her  aggressiveness.  Some  lawyers  a 
vised  against  it,  saying  that  the  ca, 
should  either  be  handled  civilly  or  th 
only  company  officials  and  not  Con  I 
should  be  charged  with  wrongdoin 
"That  was  a  very  unpopular  case  for  hi 
to  bring,"  says  Alan  M.  Cohen,  a  whit 
collar  defense  lawyer  in  New  York.  "B 
it  shows  that  even  though  it  was  goii 
to  lead  to  criticism,  she's  going  to  brii 


MARY  JO  WHITE'S  AGGRESSIVE  AGENDA 
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itjet 


CONSOLIDATED  EDISON 
CO.  OF  NEW  YORK 

Con  Ed  was  charged  in 
December  with  failing 
to  report  the  release  of 
more  than  200  pounds 
of  asbestos  following  a 
1  989  explosion. 


STEVEN  HOFFENBERG, 
FORMER  CEO  OF 
TOWERS  FINANCIAL 

Hoffenberg  was 
charged  in  February 
with  defrauding  inves- 
tors of  more  than  $450 
million  and  of  obstruct- 
ing justice. 


KIDDER,  PEABODY 

Prosecutors  are  probing 
allegations  of  phantom 
trades  in  Kidder's  gov- 
ernment-bonds depart- 
ment. They  want  to 
know  how  far  up  the 
corporate  ladder  the 
scandal  goes. 


PRUDENTIAL  SECURITIES 

Prudential  is  under  in- 
vestigation for  allegedly 
misleading  consumers 
about  certain  invest- 
ments, defrauding  them 
of  millions  of  dollars. 


EMPIRE  BLUE  CROSS  & 
BLUE  SHIELD  The  insurer 
is  under  scrutiny  for  al- 
legedly misrepresenting 
its  financial  condition — 
a  case  that  indicates 
White's  expansive 
approach  to  law 
enforcement. 
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What  you  really  want  is  the  goose. 


Once  upon  a  time,  you  could  set  a 
ve\\  defined  goal,  direct  the  organi- 
ation  towards  it  and  if  all  went  well, 
ilop!,  out  came  the  desired  result. 
But  in  this  unpredictable  era,  what 
you  need- to  adjust  the  goal?  What 
you  need  two  eggs?  Or  a  dozen? 

1993  Andersen  Consulting  All  rights  reserved 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 
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any  case  she  thinks  should  be  brought." 

White's  background  is  more  that  of  an 
intellectual  than  a  street  fighter.  She 
grew  up  in  Virginia,  graduating  Phi  Beta 
Kappa  from  the  College  of  William  & 
Mary  in  1970.  After  earning  a  master's  in 
psychology  in  1971,  she  excelled  at  Colum- 
bia University  Law  School,  making  Law 
Review.  From  there,  she  clerked  for  a 
federal  judge  for  a  year  before  working 
for  3%  years  in  the  office  she  now  heads. 
White  left  government  to  be  a  defense 
lawyer  at  tony  Debevoise  &  Plimpton  in 
New  York  for  nine  years  but  returned  to 
the  life  of  a  cop  in  1991.  Says  White:  "In 
my  heart,  I  am  more  of  a  prosecutor." 

Or  a  detective.  In  her  early  law-en- 
forcement days,  White  was  prosecuting 
two  men  accused  of  robbing  a  bank.  A 
key  element  in  identifying  them  was 
tracking  down  the  type  of  Richard  Nixon 
and  Jimmy  Carter  masks  they  wore  dur- 
ing the  robbery.  Investigators  had  failed 
to  find  the  masks,  but  White  and  Barba- 
ra S.  Jones,  now  the  first  assistant  dis- 
trict attorney,  spent  an  entire  night  driv- 
ing to  costume  stores,  eventually  finding 
the  masks  at  a  shop  in  Manhattan. 
RUDY  REDUX?  If  there  is  one  criticism  of 
White,  it  is  that  at  times  she  may  be  too 
aggressive.  In  1991,  when  White  was 
chief  prosecutor  in  Brooklyn,  she  re- 
viewed an  inquiry  into  New  York  As- 
sembly Speaker  Mel  Miller  and  his  law 
partner,  Jay  E.  Adolf.  Although  Miller's 
lawyer,  Gerald  B.  Lefcourt,  argued  the 
case  was  "at  worst  an  ethical  breach," 
White  gave  the  go-ahead  to  indict  both 
men  for  fraud  and  conspiracy  stemming 
from  a  real  estate  deal  they  handled.  A 
jury  found  the  men  guilty,  but  an  appel- 
late court  later  overturned  the  convic- 
tion, concluding  that  no  crime  had  been 
committed.  White  says  she  was  disap- 
pointed and  "respectfully  disagrees  with 
the  court's  disagreement." 

White's  post  has  been  a  stepping-stone 
to  bigger  things  for  the  politically  ambi- 
tious. While  she  hasn't  displayed  the 
same  devotion  to  headlines  as  former 
U.  S.  Attorney  Rudolph  Giuliani,  now 
mayor  of  New  York,  White  has  been 
mentioned  as  a  possible  successor  to 
Reno  should  the  Attorney  General  tire  of 
Washington  or  be  asked  to  step  down. 
(White  was  on  the  short  list  of  candi- 
dates from  which  Bill  Clinton  selected 
Reno.)  Since  last  August,  White  has 
chaired  the  U.  S.  Attorneys'  committee 
advising  Reno,  a  position  that  has  taken 
her  to  Washington  almost  weekly. 

But  Washington  isn't  much  on  White's 
mind  these  days.  She's  too  busy  rooting 
for  the  Knicks  and  the  Yankees  and 
making  plans  to  visit  at  least  three  base- 
ball parks  this  summer.  "My  goal  is  to 
visit  them  all,"  says  White.  Knowing 
her,  she  probably  will. 

By  Linda  Himelstein  in  New  York 
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STRATEGIES  I 


AT  AN  HMO  GIANT, 
CRITICAL  QUESTIONS 


Is  FHP  more  interested  in  profit  than  the  quality  of  its  treatmen 


breed  uu; 


LUCRATIVE  NICHE  price  and  hacken'S  health-care  titan  focuses  on  the  elderly 


Westcott  W.  Price,  co-chief  exec- 
utive of  FHP  International 
Corp.,  had  good  reason  to  cel- 
ebrate on  June  10.  That's  the  day  share- 
holders in  his  health-maintenance  com- 
pany, based  in  Fountain  Valley,  Calif., 
approved  the  acquisition  of  TakeCare 
Inc.,  another  California  HMO,  headquar- 
tered in  Concord.  The  $1.1  billion  deal  is 
the  biggest  HMO  merger  ever.  More  im- 
portant, it  transforms  FHP  into  a  $3  bil- 
lion titan  with  1.7  million  members. 

Still,  the  merger  wasn't  the  only  FHP 
deal  that  had  a  successful  outcome:  Just 
weeks  before,  the  company  had  quietly 
hammered  out  a  settlement  with  Gene- 
vieve F.  Kinnard,  a  68-year-old  real  estate 
broker  who  sued  FHP  in  1992.  She  al- 
leged in  the  lawsuit  that  the  HMO  denied 
her  critical  medical  treatment,  agreeing  to 
pay  for  less  than  two  weeks  of  badly 
needed  physical  therapy  at  a  local  hospi- 
tal instead  of  the  six  weeks  recommend- 
ed by  her  physicians  after  a  hip  replace- 
ment in  October,  1991.  As  a  result, 
Kinnard  says  she  had  to  pay  for  her  con- 


tinued  stay  at  Casa  Colina  Hospital, 
well  as  additional  therapy,  out  of  I 
own  pocket.  Both  sides  reached  a  sett 
ment  on  April  26.  But  the  details  ha 
been  sealed  by  the  court  until  July 
FHP's  request.  Neither  Kmnard  nor 
will  comment. 

These  two  events  sum  up  the  ch 
lenges  facing  FHP  these  days.  With  HM 
around  the  country  scrambling  to  broi 
en  their  share  of  the  health-care  indust 
FHP's  acquisition  strategy  is  clearly 
cused  on  one  of  the  market's  more  luc 
tive  segments:  the  $159  billion  that  t 
federal  government  spends  each  year 
Medicare. 

At  the  same  time,  the  HMO  is  faci 
troubling  questions  about  the  quality 
its  senior  care.  And  it's  not  just  patierL 
such  as  Kinnard  who  are  complainir 
Health-care  experts,  physicians— inch 
ing  some  who  used  to  work  for  FHI 
and  former  FHP  executives  allege 
the  company  uses  aggressive  sales  tact 
to  sign  up  seniors  and  then,  in  many 
stances,  denies  them  necessary  care  in 
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,0  maximize  its  profits.  "They  man- 
lollars,  not  care,"  says  Dr.  Julie  Ma- 
<y,  Kinnard's  physician  at  Casa  Col- 
who  says  she  is  speaking  in  broad 
s  about  FHP's  practices, 
nnard's  experience,  in  any  event, 
unique.  A  class  action  filed  in  No- 
ser against  the  U.  S.  Health  &  Hu- 
Services  Dept.  (HHS)  charges  that 
igency  failed  to  regulate  HMOs  that 
ide  care  for  Medicare  beneficiaries, 
ough  the  suit  alleges  instances  of  in- 
nate care  provided  by  five  HMOs, 
5  out  of  the  15  cases  involve  fhp.  In 
the  suit  alleges  that  Gregoria  Grijal- 
t  71-year-old  grandmother  in  Tucson, 
forced  out  of  hospitals  and  nursing 
8S  last  August  by  fhp  while  still  suf- 
g  from  complications  related  to  dia- 
s  and  a  recent  leg  amputation.  Grijal- 
even  alleges  that  her  own  FHP- 
loyed  "gateway"  physician,  Dr.  Frank 
iez,  urged  that  she  remain  hospital- 
.  Gomez  won't  comment. 
ER  PROBLEMS.  Even  some  of  FHP's 
staff  doctors  concede  that  quality 
ire  is  an  issue.  Dr.  Orlin  Wry,  who 
is  for  fhp  in  Tucson,  says  some  of 
details  in  the  class  action  are  "prob- 
true."  But  Orlin  says  fhp  isn't  to 
le:  As  a  society,  "there  are  limited 
Is,  and  we  are  producing  more  elder- 
lan  the  system  can  handle." 
Tiile  the  numbers  of  documented  cas- 
iren't  huge,  critics  believe  other  in- 
ces  of  inadequate  care  have  gone  un- 
ited. Health-care  experts  say  most 
ors  are  unaware  of  their  rights  as 
i  members.  Nor  do  they  have  the 
;  and  stamina  to  appeal  their  cases  to 
;ide  review  panels— a  process  that  can 
i  up  to  four  months. 
3  magnitude  of  the  prob- 
is  just  beginning  to  be 
wn,"  says  Geraldine  Dal- 
director  of  the  Center 
Health  Care  Rights  in 
Angeles. 

HP  will  not  comment 
ut  any  of  the  cases  in 

class  action  because  it 
ilves  ongoing  litigation, 
reover,  the  company 
its  out  that  only  HHS  has 
n  named  as  a  defendant. 

its  part,  HHS  won't  com- 
it  on  the  lawsuit  but  has 
1  a  motion  to  dismiss  the 
ion,  claiming  that  the 
intiffs  have  yet  to  ex- 
ist their  administrative 
teals  at  the  agency.  Price 
ists  FHP  delivers  quality 
e  and  claims  FHP's  own 
veys  show  that  its  mem- 
s  are  satisfied.  Price  also 
nts  out  that  FHP  is  fully 
redited  by  the  National 
nmittee  for  Quality  As- 


SHOVED  ASIDE?  a  lawsuit  alleges  fhp 

FORCED  GRIJALVA  OUT  OF  A  HOSPITAL  TOO 
SOON  AFTER  A  LEG  AMPUTATION 


surance,  an  industry-sponsored  group 
that  sets  HMO  standards.  Often,  Price 
says,  HMO  members  who  complain  don't 
realize  that  companies  have  to  hold  costs 
down  to  prosper.  Suits  filed  against  HMOs 
about  care  often  are  "meritless  and  ludi- 
crous," he  says.  "If  they  want  to  receive 
more  benefits,  they  are  going  to  have 
to  be  willing  to  pay  for  them.  If  you  pay 
for  a  Chevrolet,  you  don't  expect  to  re- 
ceive a  Mercedes." 


TROUBLING  SYMPTOMS  AT  FHP 

1  QQQ  Health  Care  Financing  Administration  alleges  numer- 
1/00  ous  marketing  violations  by  FHP  sales  staff^  including 
misleading  seniors  about  coverage  and  choice  of  doctors. 
Without  admitting  wrongdoing,  FHP  submits  a  plan  to  correct 
problems  and  agrees  to  Dimonthly  meetings  with  HCFA  auditors. 

10 QH  ^  survey  conducted  by  an  employee-benefits  firm  for 
7  7U  the  California  Public  Employees  Retirement  System 
ranks  FHP  last  among  10  large  managed-care  companies.  The 
survey  measured  quality  control,  member  services,  and  methods 
for  choosing  doctors,  among  other  criteria. 

The  HCFA  launches  a  new  investigation  into  FHP's 
Medicare  plan  after  level  of  complaints  about  FHP's 
sales  tactics  doubles  from  1  990.  Without  admitting  wrongdoing, 
FHP  agrees  to  overhaul  marketing  methods. 

1QQQ  Center  for  Medicare  Advocacy  in  Tucson  files  a  class 
7/0  action  against  the  Health  &  Human  Services  Dept., 
charging  that  it  failed  to  enforce  regulations  governing  Medicare 
HMOs.  Eight  of  1  5  named  plaintiffs  are  members  of  FHP's  senior 
plan.  Charges  range  from  denying  home  health  care  to  termi- 
nating care  with  no  warning  to  failure  to  notify  members  of  their 
right  to  appeal  decisions.  FHP  won't  comment. 

DATA:  BUSINESS  WEEK 
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Although  much  of  the  controversy  has 
focused  on  fhp,  which  operates  one  of 
the  biggest  senior-care  programs  in  the 
country,  health-care  experts  contend  that 
the  company's  practices  are  symptomatic 
of  wider  problems  in  senior  care.  All 
HMOs  have  to  juggle  costs  and  premiums 
to  make  money.  In  Los  Angeles  County, 
for  instance,  the  federal  government  will 
pay  an  HMO  $530  a  month  for  each  of  its 
senior  members.  That's  roughly  95%  of 
what  Washington  figures  it  would  pay 
through  traditional  Medicare  and  far 
more  than  the  monthly  $110  the  aver- 
age HMo  member  pays.  The  higher  pre- 
mium reflects  the  elderly's  need  for  more 
care.  But  it  also  promises  big  profit  mar- 
gins for  HMOs  that  can  keep  their  costs 
down,  health-care  experts  contend. 
marble  buildings.  Recent  studies  sug- 
gest that  seniors  obtain  better  care 
through  traditional  Medicare  than  by  us- 
ing HMOs.  A  February,  1994,  study  of 
1,632  cases  by  the  Center  for  Health  Pol- 
icy Research  in  Denver  funded  by  the 
Health  Care  Financing  Administration 
(HCFA)— the  HHS  division  that  oversees 
federal  health  programs  for  the  elder- 
ly—found that  seniors  who  depended  on 
Medicare  In  pay  their  doctor  hills  re- 
ceived superior  home  care  to  those  using 
an  HMO.  "FHP  is  not  inherently  evil,"  says 
Stewart  Grable,  a  member  of  the  Pima 
Council  on  Aging,  an  Arizona  nonprofit 
group  that  works  with  the  elderly.  "The 
evil  is  in  the  system,  and  I  don't  see  FHP 
trying  to  head  off  the  problems." 

Founded  in  1961,  when  HMOs  were  vir- 
tually unheard  of,  fhp  is  a  pioneer  in 
the  managed-health-care  industry.  It 
started  with  a  suite  of  medical  offices  on 
a  16-acre  lima-bean  field  in 
then-rural  Orange  County. 
Today,  the  landscaped  fhp 
campus  houses  a  gleaming 
monument  to  the  HMO  ideal: 
a  series  of  sparkling  mar- 
ble-floored buildings  that  of- 
fer an  array  of  medical  ser- 
vices, from  neonatal  care  to 
its  own  pharmacy.  Under 
the  tutelage  of  Price,  54,  a 
13-year  fhp  veteran  and  CEO 
since  1990,  the  company  has 
grown  enormously.  Last 
year,  Mark  B.  Hacken,  58,  a 
former  ding  chain  executive, 
was  named  co-ceo  to  man- 
age the  expansion  of  FHP's 
pharmacy  business.  FHP  now 
employs  800  of  its  own  doc- 
tors and  contracts  with 
13,000  others  to  treat  mem- 
bers in  11  states,  with  its 
biggest  markets  in  Califor- 
nia, Colorado,  and  Arizona. 

Much  of  FHP's  recent  suc- 
cess has  to  do  with  its  pur- 
suit of  the  lucrative  senior 


DRPORATION 


BUSINESS  WEEK/JUNE  27.  1 994  67 


e  Corporation 


market.  Seniors  account  for  just  35%  of 
the  HMO's  members  but  fully  60%  of  its 
$2  billion  in  revenues.  Through  the  Take- 
Care  acquisition,  FHP  hopes  to  bolster  its 
position  in  the  elder-care  market.  FHP  al- 
ready has  326,000  Medicare  members. 
And  TakeCare  could  add  70,000  more 
seniors  by  1996,  according  to  analyst 
Thomas  Hodapp  of  Robertson  Stephens 
&  Co.  That  would  give  it  the  clear  lead 
over  other  for-profit  HMOs  that  are  ag- 
gressively chasing  the  market.  After  the 
acquisition,  Hodapp  estimates  FHP's  earn- 
ings could  grow  43%  in  1995,  to  $82  mil- 
lion, as  its  revenues  climb  72%,  to  $4.3 
billion  (charts). 

And  FHP's  target  market  is  just  begin- 
ning to  take  off.  Peter  Boland,  a  Berke- 
ley (Calif.)  health-care  consultant,  esti- 
mates that  less  than  10%  of  the 
country's  seniors  have  joined  an  HMO. 
But  that's  changing  as  seniors  increas- 
ingly warm  to  the  plans.  By  signing  up 
with  FHP,  seniors  are  able  to  enjoy  such 
additional  benefits  as  prescription-drug 
programs  not  offered  under  Medicare. 
And  as  hmo  members,  they  don't  have 
to  buy  additional  insurance  to  supple- 
ment their  Medicare  coverage.  FHP  esti- 
mates that  by  joining,  seniors  save  about 
$1,200  annually  in  out-of-pocket  expens- 
es. "There's  a  lot  of  gold  in  this  popula- 
tion," Boland  says. 

free  meals.  Previous  FHP  efforts  to  tap 
this  potentially  rich  vein  have  run  afoul  of 
regulators.  HCFA  criticized  fhp  in  1988 
and  again  in  1991  for  allegedly  misleading 
potential  customers  about  its  senior  plan. 
Among  the  problems:  Regulators  said 
that  FHP  salespeople  were  telling  sen- 
iors, falsely,  that  they  could  continue  to 
use  their  own  physicians.  Not  surpris- 
ingly, many  seniors  became  disenchanted 
with  FHP.  A  study  released  last  year  by 
the  Center  for  Health  Care  Rights  found 
that  in  1991,  20,000  seniors  dropped  their 
FHP  plans.  Without  new  enrollments,  FH- 
P's membership  would  have  declined  17% 
in  1991,  the  study  says.  That  was  double 
the  withdrawal  rate  at  PacifiCare  Health 
Systems  Inc.,  FHP's  biggest  competitor. 
fhp  claims  its  disenrollment  rate  is  now 
down  to  1.4% 

At  the  time,  FHP  attributed  its  mar- 
keting problems  to  overzealous  sales 
representatives.  Without  acknowledging 
any  wrongdoing,  fhp  agreed  to  suspend 
its  marketing  efforts  for  six  months  in 
1991  while  it  revamped  its  sales  practic- 
es. Among  the  changes:  FHP  said  sales 
representatives  would  lose  commissions 
if  seniors  leave  the  plan  in  fewer  than 
120  days.  The  company  also  tied  bonus- 
es to  low  cancellation  rates.  Nowadays, 
Price  also  says  that  new  members  re- 
ceive mandatory  follow-up  phone  calls 
to  explain  their  plans  in  detail.  "We 


stubbed  our  toe  and  learned,"  he  says. 

Maybe  so.  But  FHP  remains  an  ener- 
getic marketer.  Like  other  HMOs,  it 
spends  heavily  on  radio  and  TV  ads  to  at- 
tract seniors  to  its  programs.  And 
throughout  Southern  California,  FHP  spon- 
sors "senior  days"  in  parks  and  other  pub- 
lic places,  handing  out  small  gifts  and 
free  meals  at  FHP  booths.  Price  defends 
his  company's  right  to  market  aggres- 
sively because  of  the  highly  competitive 
nature  of  the  market.  HCFA  also  says  it 
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can  find  nothing  wrong  with  FHP's  cur- 
rent marketing  practices. 

Still,  it's  the  quality  of  care  delivered 
by  FHP  that  most  concerns  health-care 
experts  and  physicians.  Take  Beatrice 
Bennett,  who  was  recuperating  from  a 
stroke  in  a  Tucson  hospital  for  two  weeks 
in  November,  1992,  when  her  daughter, 
Sharon,  was  suddenly  told  that  her  moth- 
er would  be  discharged,  according  to  the 
class  action  filed  in  November.  Sharon 
persuaded  FHP  to  transfer  her  mother  to 
a  nursing  home.  In  January,  that  cover- 
age was  also  halted,  the  suit  alleges.  Ben- 
nett eventually  qualified  for  state  aid, 


but  not  before  depleting  $65,000  in 
ings.  "It's  too  late  to  do  anything  for  y 
mom,"  says  Sharon  Bennett.  "FHP  is 
ing  to  take  advantage  of  a  system  tit 
doesn't  function."  FHP  won't  comment,! 
the  Bennett  case. 

Some  physicians  also  allege  that  ifr 
isn't  afraid  to  overrule  their  health-ct 
recommendations  to  restrain  costs.^ 
Tucson  cardiologist  who  severed  his  rfl 
tionship  with  FHP  in  1992,  says  the  cm 
pany  would  often  deny  eardiac-rehabili 
tion  procedures,  such  as  exercise 
diet  classes  after  surgery,  which 
guaranteed  Medicare  benefits. 
LITTLE  PRESSURE.  Another  Tucson  phi 
cian,  who  worked  at  an  FHP  facility  u 
last  year,  claims  the  company  also  linj 
the  use  of  pricey  drugs.  He  says  it  u 
couraged  doctors  from  prescribing  Proa 
Instead,  it  recommended  a  cheaper  ai 
depressant,  Elavil.  Although  HMOs  ne 
tiate  different  prices  for  drugs,  EU 
typically  costs  about  one-tenth  the  pr 
of  Prozac,  says  Jerrold  Rosenbaum 
pharmacologist   at   Harvard  Medi 
School.  Elavil  is  widely  considered  in 
medical  community  to  pose  more  ri 
for  the  elderly.  Among  the  possible  s 
effects:  confusion,  sleepiness,  and  care 
problems.  "There's  a  tendency  to  think 
yourself,  well,  the  patient  will  proba 
be  0.  K.,  even  though  you  know  you 
not  prescribing  the  right  drug,"  says 
Tucson  physician.  Price  denies  that  P 
interferes  with  doctors'  decisions  on  ca 
including  cardiac  rehabilitation.  And 
insists  that  FHP  doesn't  discourage  t 
use  of  any  drugs  because  of  costs. 

So  far,  critics  say  FHP  is  under  lit 
pressure  to  change.  HCFA,  for  one,  is 
seeking  major  reform.  It  says  it  receh 
only  4,125  complaints  about  care  fr< 
members  of  all  senior  HMO  plans  in  19 
That's  less  than  1%  of  all  Medicare  H 
beneficiaries  and  far  fewer  than 
number  of  complaints  recorded  under  t 
ditional  Medicare  insurance.  But  heal 
care  advocates  say  that  low  rate  und 
scores  their  argument  that  seniors  are 
familiar  with  the  appeals  process  a 
aren't  sure  what  kind  of  care  they  are 
titled  to. 

And  managed-care  experts,  includi 
those  at  HCFA,  admit  that  the  HMO 
dustry  has  been  slow  to  develop  qual 
measures.  "We  have  not  moved  aggr 
sively  in  quality  measurements  in  t 
HMO  arena,"  concedes  Dr.  Rodney 
Armstead,  director  of  hcfa's  Office 
Managed  Care.  HCFA  is  now  working  w 
HMOs  to  develop  tighter  quality  contn 
Until  it  does,  the  friction  over  FHP's  pr 
tices  is  likely  to  remain— even  as  t 
company  continues  to  grow. 

By  Eric  Schine  in  Fountain  Vail 
Calif. 


68  BUSINESS  WEEK/JUNE  27,  1994 


THE  CORPORA 


"Are  The  Mutual  Funds 
I've  Chosen  Still 
Right  For  Me?" 

Presenting  Fidelity  FundMatch" 

Fidelity's  Asset  Manager  Funds 
Make  Diversification  Simple 

Fidelity's  Asset  Manager  funds  provide  one 
way  to  take  advantage  of  the  benefits  of 
diversification  -  with  no  sales  charge. 

Each  of  the  three  funds  allocates  your 
investment  among  a  broad  mix  of  domestic 
and  foreign  stocks,  bonds  and  short-term 
instruments.  Each  fund  can  invest  in  a  wide 
range  of  investment  options,  including  some 
that  may  experience  ups  and  downs.  There- 
fore, as  each  fund  looks  to  moderate  overall 
risk,  its  share  price  will  be  subject  to  change. 

Start  your  investment  in  one  of  Fidelity's 
Asset  Manager  hinds  with  just  $2,500,  or  $500 
for  an  IRA. 

It  s  Easy  To  Transfer  Your  IRA 
To  Fidelity 

If  you're  looking  for  a  new  approach  to  investing 
for  retirement,  consider  moving  your  IRA  to 
Fidelity.  Call  today  for  a  FundMatch  IRA  Fact  Kit. 

Call  24  Hours  For  Your  FREE 
Worksheet  and  Workbook 

1-800-544-3898 


Investments 


2r 

For  more  complete  information  on  any  Fidelity  fxind,  including  charges,  expenses  and  applicable  redemption  fees,  call  or  write  for  a  free  prospectus.  Re-ad  it 
carefully  before  you  invest  or  send  money.  Share  prices  (except  on  money  market  funds),  yields  and  returns  will  vary,  and  you  may  have  a  gain  or  loss  when 
you  sell  your  shares.  Fidelity  Distributors  Corporation. 


Fidelity's  do-it-yourself  program  helps  you 
evaluate  your  current  investment  strategy. 

Planning  a  Portfolio  to 
Match  Your  Needs 

If  you're  evaluating  your  existing  portfolio 
in  light  of  current  market  volatility,  Fidelity 
FundMatch  can  be  a  valuable  tool.  You'll 
receive  a  workbook  that  helps  you  understand 
the  importance  of 
diversification.  The 
accompanying  step-by- 
step  worksheet  takes 
your  input  on  your  time 
horizon  and  risk  profile 
to  help  you  choose  an 
investment  mix  that 
matches  your  own 
needs. 

Fidelity  FundMatch  also  lays  out  some  invest- 
ment options.  There  are  many  ways  to  refine  your 
existing  investment  portfolio  using  Fidelity  mutual 
funds.  Or,  if  you're  just  getting  started  consider 
one  of  Fidelity's  Asset  Manager  funds  to  get 
diversification  with  just  one  investment. 
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They  prey  on  investors  who  bet  on  the  next  technological  boom 


Last  fall,  postal  worker  Jack  Law- 
rence watched  with  keen  interest  a 
television  infomercial  about  invest- 
ing in  the  "communications  technology 
of  the  future."  After  calling  an  800  num- 
ber and  receiving  a  packet  on  specialized 
mobile  radio  (SMR),  which  is  used  by 
taxis  and  trucking  companies,  he  got  a 
call  from  a  Comcoa  Ltd.  salesman  who 
made  him  the  proverbial  oi  ler  he  could 
not  refuse.  For  just  $7,000  each,  he  was 
told,  Comcoa  would  obtain  smr  licenses 
for  him  from  the  Federal  Communica- 
tions Commission.  That,  said  the  sales- 
man, would  allow  him  to  earn  $8,400 
annually  per  license  by  leasing  the  li- 
censes to  communications  companies 
interested  in  setting  up  networks. 

Over  about  three  months,  Lawrence 
transferred  $98,000— his  life's  savings— to 
Comcoa.  Eight  of  the  14  licenses  he  re- 
ceived appear  to  be  virtually  worthless 
because  he  has  been  unable  to  find  buy- 
ers. Meanwhile  the  Securities  &  Ex- 
change Commission  charged  Comcoa, 
based  in  Boca  Raton,  Fla.,  and  its 
founder,  Thomas  Berger,  41,  with  fraud 
and  selling  licenses  that  the  SEC  consid- 
ers unregistered  securities. 

Lawrence  is  just  one  of  the  many  re- 


cent victims  of  information-highway  rob- 
bery. For  years,  scamsters  have  seized 
on  hot  trends  to  peddle  such  risky  in- 
vestments as  oil  and  gas  leases  and  raw 
land  to  often  naive  investors.  Now,  boil- 
er-room operators  are  popping  up  all 
over  the  country— from  Boca  Raton  to 
Piano,  Tex.,  to  San  Diego— to  exploit 
burgeoning  interest  in  info-highway  tech- 
nologies. Investors  are  often  told  they 
can  earn  returns  of  as  much  as  400% 
on  their  investment— usually  a  minimum 
of  $5,000— in  three  to  four  years.  In 
some  cases,  investors  do  come  out  with 
a  profit.  But  authorities  claim  that  there 
are  many  more  losers  than  winners,  for 
promoters  all  too  often  engage  in  such 
ploys  as  inflating  estimates  of  potential 
returns  and  charging  outrageous  fees. 
Although  pitches  vary  widely,  most 


Promoters  all  too  often 
inflate  estimates  of 
potential  returns  and  charge 
outrageous  fees 
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focus  on  two  quite  legitimate  techn( 
gies:  SMR,  a  communications  system  t 
could  rival  cellular  phones,  and  wirel|« 
cable  television,  in  which  TV  signals 
sent  by  microwave  to  special  antenn 
Wireless  cable  is  a  low-cost  competi  fachi 
to  the  $22  billion  wired-cable  indust 
"These  scams  follow  the  headlines,"  s; 
G.  William  McDonald,  enforcement 
for  California  s  Corporations  Dept.,  wh 
lately  has  spearheaded  raids  on 
state's  boiler-room  operations.  "Ther  I 
so  much  out  there  about  the  prospe  r" 
for  the  information  superhighway  tl 
investors  think  they  can't  lose  monej 
STEPPED-UP  crackdowns.  That's  wish  1 
thinking.  Federal  and  state  regulate 
believe  dozens  of  wireless  cable  and 
promoters  have  illegally  raised  at  le 
$200  million  from  thousands  of  invS  - 
tors  nationwide.  In  recent  months,  th 
have  stepped  up  crackdowns  on 
operations.  The  National  White  Col 
Crime  Center  in  Richmond,  Va.,  es 
mates  that  since  mid- 1992  at  least 
states  have  ordered  some  67  compan 
to  halt  sales  of  these  investments.  Wi 
in  the  last  year,  the  sec  and  the  Fed<|e  r 
al  Trade  Commission  have  filed  a 
dozen  cases. 

Promoters  of  SMR  deals  usually  char  !y  i 
investors  thousands  of  dollars  in 
money  to  help  them  obtain  SMR  licensfit 
and  later  solicit  more  money  to 
the  systems.  In  May,  the  SEC  accus 
Comcoa  and  Berger,  who  was  previou 
convicted  of  interstate  transportation 
slot  machines,  of  promising  to  file 
cations  and  help  lease  licenses  for  $7,' 
each.  In  fact,  filing  for  an  SMR  licen 
usually  runs  about  $200,  not  includi 
any  additional  services. 

According  to  court  documents 
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aked  in  upwards  of  $16  million, 
it  half  the  money  was  spent  on 
commissions,  and  a  court-appointed 
ver  is  investigating  what  happened 
ie  remainder.  Comcoa  denies  that 
ide  any  promises  to  lease  licenses, 
ig  that  it  was  merely  filing  applica- 
,,  not  selling  securities,  and  was 
>fore  not  subject  to  SEC  jurisdiction, 
sver,  in  early  June,  a  federal  judge, 
anting  a  preliminary  injunction,  re- 
d  Comcoa's  claims  and  called  Ber- 
testimony  "incredible."  Comcoa  has 
shut  down,  and  a  court-appointed 
ver  is  negotiating  to  sell  licenses 
by  its  1,500  customers. 
ngcoing  denied.  Another  ques- 
ible  SMR  enterprise  is  New  York- 
d  Metropolitan  Communications 
.,  which  the  FTC  has  alleged  used 
jading  sales  practices  to  bilk  inves- 
out  of  $28  million  from  the  sale  of 
)  licenses.  Operating  out  of  30  boil- 
ooms,  Metropolitan  promised  to 
1  smr  systems  but  rarely  delivered, 
<TC  claimed.  A  Metropolitan  affiliate 
unable  technically  or  financially  to 
;hese  licenses  together,"  says  FTC  at- 
ey  Stephen  Gurwitz.  In  January, 
FTC  shut  down  Metropolitan.  Nei- 
the  company  nor  its  attorney  could 
eached  for  any  comment.  In  court 
is,  company  President  Donald  Jack- 
and  other  defendants  denied  any 
lgdoing. 

ne  of  Metropolitan's  alleged  victims 
idy  Brown  of  Fort  Worth,  who  used 
it  cards  and  a  life-insurance  policy  to 
ow  most  of  the  $28,000  she  used  to 

four  licenses.  While  her  mother, 

bought  two  licenses,  made  a  nice 
it  from  the  sale  of  one,  Brown  fears 
and  other  investors  "are  still  going 
e  losers."  A  receiver  is  negotiating 

legitimate  operators  to  sell  the  li- 
es held  by  Metropolitan's  custom- 

The  FTC's  Gurwitz,  while 
ceding  that  some  licenses 
i  been  sold  for  a  profit,  says 

in  the  Metropolitan  case,  "I 
k  there  will  be  substantial 
ps.  Certainly  the  investment 

misrepresented  as  an  in- 
e-producing  asset." 
romoters  of  wireless  cable 
a  different  pitch.  They  gen- 
[y  solicit  what  the  sec  consid- 
to  be  stock  investments  by 
ng  prospective  buyers  that 
wireless  cable  company  they 

promoting  already  has  an 

license  but  needs  money  to 
d  a  transmission  tower  and 
i  up  subscribers  and  cable 
mels.  According  to  the  SEC, 
on    Communications  Inc., 

TIM?  JUDY  BROWN  OF  TEXAS 
IT  $28,000  FOR  LICENSES  SHE 
tS  ARE  WORTHLESS 


Company/Location 


CONTINENTAL  WIRELESS 
CABLE  TELEVISION 

San  Diego,  Calif. 


CRACKDOWNS 

Amount  raised  Charges 


WIRELESS  CABLE  TV 


$34.1  million  from  2,000 
investors  for  systems  in  New 
Orleans  and  Nashville 


MAY  '94  SEC  accuses  top  execs 
of  defrauding  investors  of 
as  much  as  $27.3  million 


PARKERSBURG 
WIRELESS  LIMITED 
LIABILITY 

Las  Vegas,  Nev. 


$10.3  million  from  740 
investors  for  franchise 
in  Parkersburg,  W.Va. 


MAY  '94  SEC  accuses  company  of 
making  "false  and  misleading 
statements";  assets  frozen; 
case  pending 


VISION 

COMMUNICATIONS 

Newport  Beach,  Calif. 


$4  million  from  300  inves- 
tors for  systems  in  Wilkes- 
Barre  and  Scranton,  Pa. 


MAR.  '94  SEC  accuses  company  of 
selling  unregistered  securities  and 
misrepresenting  investment 


SPECIALIZED  MOBILE  RADIO 


METROPOLITAN 
COMMUNICATIONS 

New  York,  N.Y. 


About  $28  million  from 
2,500  investors 


JAN.  '94  FTC  accuses  company  of 
deceptive  trade  practices 


COMCOA  About  $16  million  from 

Boca  Raton,  Fla.  1 ,500  investors 

DATA:  SECURITIES  S  EXCHANGE  COMMISSION,  FEDERAL  TRADE  COMMISSION 


MAY  '94  SEC  accuses  company  of 
securities  violations 


based  in  Newport  Beach,  Calif.,  prom- 
ised a  400%  return  to  buyers  of  shares 
in  Wilkes-Barre-Scranton,  which  was 
supposedly  developing  a  wireless  cable 
system  in  those  Pennsylvania  cities. 

Vision  allegedly  told  investors  that  it 
owned  licenses  for  20  channels  in  that 
market.  In  fact,  the  FCC  has  licensed 
only  12  channels  there,  the  SEC  says. 
What  Vision  actually  owned  was  only  a 
right  to  take  over  the  lease  on  20  chan- 
nels, including  several  unlicensed  edu- 
cational channels,  says  SEC  attorney  Ju- 
dith R.  Starr.  Without  those  licenses  in 
hand,  investors  couldn't  possibly  have 
made  the  kind  of  returns  Vision  prom- 
ised, she  says.  "They  had  the  rudiments 
of  something  there,  but  there  was  still  a 
long  row  to  hoe  before  they  got  to  400% 
returns." 


In  May,  a  federal  judge  ordered  Vi- 
sion liquidated  after  an  sec  complaint 
charged  the  company,  its  principals- 
William  L.  Clemens  Jr.  and  Michael  Im- 
besi— and  others  with  securities  fraud 
and  making  false  and  misleading  state- 
ments. The  company,  Clemens,  and  Im- 
besi  neither  admitted  nor  denied  wrong- 
doing, but  as  part  of  a  consent  decree, 
Clemens  and  Imbesi  will  return  to  inves- 
tors $550,000  they  allegedly  pocketed 
from  the  $4  million  Vision  raised  for  the 
project.  It's  not  clear,  however,  how 
much  money  investors  will  eventually 
recoup.  Says  Vision  attorney  Howard 
Schiffman:  "Vision  entered  into  the  set- 
tlement because  it  believed  the  settle- 
ment was  the  best  opportunity  for  inves- 
tors to  recoup  their  investment." 

Even  with  licenses  in  hand,  making 
the  kind  of  killing  some  wireless 
cable  promoters  promised  inves- 
tors is  highly  unlikely,  regula- 
tors say.  The  big  payoff  is  sup- 
posed to  come  within  three  to 
four  years,  after  a  viable  sub- 
scriber base  has  been  built  and  a 
communications  giant  such  as 
Tele-Communications  Inc.  pays 
top  dollar  to  take  it  over.  But 
that's  a  risky  bet,  authorities 
say,  because  few  of  these  sys- 
tems have  actually  gone  on  the 
air.  And  those  that  have  are 
struggling  with  small  audiences 
and  big  expenses. 

One  reason,  regulators  say,  is 
that  most  of  the  money  raised 
goes  to  pay  sales  commissions 
and  related  expenses,  leaving  lit- 
tle for  actual  operations.  Al- 
though the  companies  often  dis- 
close these  costs,  they  typically 
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fail  to  point  out  the  impact  on  the  busi- 
ness of  these  expenses. 

A  good  example  is  San  Diego-based 
Continental  Wireless  Cable  Television 
Inc.,  whose  assets  were  frozen  in  May 
by  a  federal  court  after  the  SEC  charged 
the  company  and  its  top  executives  with 
defrauding  investors  of  as  much  as  $27.3 
million.  The  suit  alleges  that  the  compa- 
ny told  its  2,000  investors  that  their 
money  would  be  used  to  develop  wire- 
less systems  in  Nashville  and  New  Or- 
leans. The  SEC  claims  that  only  $0.8  mil- 
lion of  the  $34.1  million  Continental 
raised  was  actually  used  to  build  the 
systems.  According  to  SEC  attorney  Kar- 
en L.  Matteson,  at  least  $15  million  went 
toward  paying  sales  commissions  and 
other  expenses  and  another  $11.7  mil- 
lion is  unaccounted  for.  Investors  also 


unwittingly  underwrote  $1.7  million  in 
personal  loans  to  Continental's  top  exec- 
utives—Robin J.  McPherson,  Jay  R. 
Bishop,  and  Gene  R.  Cardenaz,  she 
says. 

UP  AND  RUNNING.  McPherson,  Conti- 
nental's president,  denies  the  SEC's 
charges  against  Continental  and  says 
that  the  company  was  entitled  to  any 
money  it  received  from  investors.  "As 
long  as  we  fulfilled  all  of  our  obliga- 
tions, what  we  spend  the  money  on  is 
our  business,"  he  says.  A  July  12  hear- 
ing is  scheduled  on  the  SEC's  motion  for 
a  preliminary  injunction  against  Conti- 
nental to  bar  future  violations  of  the 
securities  laws.  To  Continental's  credit, 
its  Nashville  Wireless  Cable  Television 
Inc.  is  up  and  running,  with  nearly  2,200 
subscribers.  But  it  is  still  too  early  to 


m 


tell  what  profits,  if  any,  investors 
realize. 

Although  a  few  investors  have  cc 
out  ahead,  others  rushing  to  cash 
the  info  highway  may  not  be  so  hii 
After  wireless  cable  and  SMR  run  tl 
course,  enforcement  authorities  pred 
scam  artists  are  sure  to  start  pitch 
new  generations  of  wireless  techn  nurtUTc 
gies,  such  as  long-awaited  personal 
munications  services,  a  mobile  systl 
for  voice,  paging,  and  transmitting  d{ 

Meanwhile  Lawrence,  the  Comcoa 
vestor,  is  keeping  his  fingers  crossed 
his  big  gamble  on  SMR.  "I'm 
ing . . .  [the  licenses]  will  put  me  in 
blue,  because  right  now  I'm  in  the  H 
he  says.  The  odds  are  against  him. 

By  Stephanie  Anderson  Forest  in 
las  and  Gail  DeGeorge  in  Miami 


Commentary/by  Kelley  Holland 


MUNI-BOND  DEALERS  JUST  DON'T  GET  IT 


The  $1.2  trillion  municipal-bond 
market  was  battered  by  an  em- 
barrassing series  of  scandals  last 
year.  Thus,  it's  no  surprise  that  the 
Securities  &  Exchange  Commission  is 
proposing  reforms  to  make  the  mar- 
ket fairer  and  easier  to  monitor— and 
especially  to  make  more  information 
available  to  the  millions  of  individual 
muni  investors. 

Unfortunately,  muni  dealers  are 
unchastened.  In  conferences  and 
seminars  around  the  country,  they 
are  raising  loud  objections.  In 
fact,  they  sound  a  lot  like  feudal 
lords  striving  to  hold  on  to  their 
fiefdoms  as  society  modernizes 
around  them. 

FLYING  BLIND.  Many  dealers,  for 
example,  are  taking  issue  with  an 
SEC  proposal  that  would  require 
them  to  review  an  issuer's  disclo- 
sure documents  before  recom- 
mending bonds  to  investors  in  the 
secondary  market.  Muni  dealers 
mutter  darkly  that  this  will  be 
so  time-consuming  that  they  won't 
be  able  to  recommend  many 
bonds.  And  that,  they  claim,  will 
cause  trading  in  the  less  active  issues 
to  dry  up. 

Excuse 'me?  The  National  Associa- 
tion of  Securities  Dealers  has  long  re- 
quired brokers  selling  securities,  in- 
cluding munis,  to  have  a  reasonable 
basis  for  recommending  them.  Many 
muni  dealers,  though,  have  been  us- 
ing loopholes  to  get  around  this  rule 
for  unrated  and  thinly  traded  bonds. 


By  what  tortured  logic  can  dealers  de- 
fend pitching  bonds  they  barely  know? 

To  be  sure,  there  is  as  yet  no  cen- 
tral repository  for  disclosures.  It  may 
make  sense  to  delay  implementation 
of  the  reform  until  such  a  facility  is  up 
and  running.  Still,  the  proposal  itself  is 
eminently  reasonable.  "Disclosure  is  so 
poor  that  I  think  you  need  this  special 


IIS  HOW 


XT  II 


' 


requirement  for  municipals,"  says  Rich- 
ard Lehmann,  president  of  the  Bond 
Investors  Assn.  in  Miami  Lakes,  Fla. 

Dealers  also  object  to  an  SEC  propo- 
sal to  require  them  to  disclose  markups 
on  so-called  riskless  transactions— where 
both  buyer  and  seller  are  identified  be- 
fore a  dealer's  trades  take  place. 
"What's  the  next  step?  Where  are  they 
going  with  this?"  says  R.  Fenn  Putman, 


Holland,  BUSINESS  WEEK'S  banking 
editor;  unites  frequently  about  munwipai 
bonds. 


chairman  of  the  Public  Securities  Ass 
"There  isn't  a  truly  riskless  transactio: 
in  volatile  markets.  Dealers  say  th 
trades  sometimes  leave  them  exposi 
to  changing  prices,  and  disclosing  mar 
ups  will  lead  investors  to  focus  on  des  3 
ers'  profits  rather  than  on  the  intrins^ 
value  of  what  they're  buying. 

Again,  the  dealers'  objections  ait.  H 
out  of  line.  Requiring  disclosui 
in  any  business  often  deters  abu  ing, 
es,  and  the  muni  market  is 
exception.  "I  don't  see  any  reasc  i 
at  all"  for  their  being  upset,  saj  v 
SEC  Commissioner  Richard 
Roberts.  "I  don't  understand  th 
opposition  to  the  markup  [rule]  :: 

A  few  dealers,  along  with  sorr 
money-hungry  politicians,  are  als  k 
trying  to  circumvent  an  industr  tment 
group's  ban  on  political  contribi  sor 
tions  aimed  at  winning  underwri  j 
ing  business.  They  are  trying  1 1  Sto 
lure  lawyers  and  others  doina 
business  with  muni  issuers  to  a<  s  ar 
as  stand-ins  and  make  gifts 
their  behalf.  The  industry  neediit 
to  get  serious  in  putting  a  rei: 
stop  to  "pay-to-play"  giving 
With  its  antiquated  rules  and  limite 
flow  of  information,  the  muni  marke 
badly  needs  reform.  The  SEC's  prop< 
sals  are  a  good  start.  Dealers  will  onl' 
hurt  themselves  if  they  try  to  hoi 
back  long-overdue  progress. 


S  that  a! 
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ASDAQ  WITH 
i  EUROPEAN  ACCENT? 


1  nurture  small  business,  the  EU  ponders  a  new  stock  exchange 


ERS  HOPES  TO  HAVE  PLANS  FOR  A  CONTINENTAL  EXCHANGE  READY  BY  WINTER 


A 


ark  FAnson,  founder  of  Inte- 
grated Micro  Products  in  the 
town  of  Consett  in  northern 
I  ;land,  knew  exactly  where  he  wanted 
1 1st  his  fast-growing  computer  compa- 
I  when  he  decided  to  go  public  this 
lr.  He  shunned  both  the  London  Stock 
I  :hange  and  its  over-the-counter  off- 
1  ng,  the  Unlisted  Securities  Market 
I  tf).  Instead,  he  opted  to  list  on  NAS- 
I  i,  the  traditional  market  for  U.  S. 
I  wth  companies. 

9  VIP,  which  makes  computers  that  pro- 
1 3  call-waiting  services,  raised  $16  mil- 
I  in  a  March  issue  of  American  depos- 
|  y  receipts,  and  FAnson,  39,  couldn't 
I  happier.  "NASDAQ  and  the  U.  S.  in- 
I  tment  community  just  understand 
I  sort  of  company  better"  than  closer- 

I  lome  alternatives,  he  says.  "The  Lon- 

I I  Stock  Exchange  doesn't  have  any 
I  a  what  the  needs  of  smaller  compa- 
Is  are."  So  disillusioned 
I  'e  small  European  com- 

I  lies  become  with  costly 

I I  inefficient  local  mar- 
I  .s  that  about  50  others 
l/e  taken  the  same 
I  ite  across  the  Atlantic 
Ible). 

I  r  weakness.  The  flight 
equity  issuers  points 
a  major  flaw  in  Eu- 
)e's  single  economic 
rket:  the  absence  of  an 
ranized  capital  market 
emerging  companies, 
iny  European  govern- 


JCE 


ments  feel  that  the  lack  of  such  a  mar- 
ket is  a  key  weakness  of  the  European 
Union.  Starved  for  capital,  many  small 
companies  fail.  That  stifles  job  creation 
and  makes  Europe  less  competitive  in 
computers,  electronics,  telecommunica- 
tions, and  other  high-tech  industries.  "In 
Europe,  we  have  virtually  missed  out 
on  the  whole  [small-company]  sector," 
says  Joseph  B.  Peeters,  managing  di- 
rector of  Dutch-based  Capricorn  Ven- 
ture Partners. 

NASDAQ,  which  opened  its  London  of- 
fice in  1987  and  has  since  doubled  staff 
to  10,  is  pushing  hard  to  sign  up  Europe- 
an companies.  Ellen  Hipschman,  NAS- 
DAQ's international  marketing  director, 
says  there's  "a  high  level  of  interest"  in 
listing— and  that  includes  Eastern  Eu- 
ropean companies.  But  NASDAQ  officials 
in  the  U.  S.  note  that  they're  not  trying 
to  woo  companies  away  from  European 


NASDAQ  IS  LURING  EUROPEAN  COMPANIES 


Company/Country 

Industry                    Price  per  share* 

DANKA  BUSINESS  SYSTEMS  (Britain) 

Office  equipment  $44.75 

ETHICAL  HOLDINGS  (Britain) 

Pharmaceuticals  7.25 

FUTUREMEDIA  (Britain) 

Training  programs  5.25 

INTEGRATED  MICRO  PRODUCTS  (Britain) 

Phone  systems  6.75 

OLICOM  (Denmark) 

Computer  networking  9.50 

FUEL-TECH  (Netherlands) 

Pollution  control  10.25 

HEIDEMIJ  (Netherlands) 

Engineering  10.75 

PETROLEUM  GEO-SERVICES  (Norway) 

Seismic  data  13.63 

•June  14                                                     DATA-  NASDAO  INTERNATIONAL  LTD ,  BLOOMBERG  FINANCIAL  MARKETS 

stock  markets  but  only  attempting  to 
get  a  company's  U.  S.  listing. 

Top  EU  officials,  some  national  stock 
exchanges,  and  venture  capitalists  are 
trying  to  put  together  a  Europewide 
stock  market  for  growth  companies.  With 
backing  from  the  EU,  Peeters  hopes  to 
draft  a  proposal  by  July  and  to  have  a  fi- 
nal plan  ready  by  November.  He  esti- 
mates that  3,000  to  5,000  of  the  15,000 
venture-backed  companies  in  Europe, 
with  $5  billion  in  capital  behind  them, 
are  candidates  for  listing.  "Anything  that 
helps  the  expansion  of  small  companies, 
which  are  big  employers,  is  important 
in  helping  to  solve  Europe's  high  unem- 
ployment problem,"  says  one  EU  official. 

Some  European  bourses,  principally 
those  in  France,  Spain,  and  Denmark, 
support  the  idea.  The  Paris  Bourse  sees 
such  an  exchange  as  part  of  a  solution  to 
the  problems  of  its  second-tier  and  over- 
the-counter  markets.  Both  have  been 
battered  by  recession  and  are  suffering 
from  the  same  lack  of  interest  from  in- 
vestors and  brokers  as  London's  USM. 
"We  are  very  keen  that  [the  new  ex- 
change] should  have  a  strong  European 
dimension,"  says  Dominique  Le  Blanc, 
deputy  general  manager  of  the  Paris 
Bourse.  The  Barcelona  Stock  Exchange 
and  the  Copenhagen  Stock  Exchange 
are  also  interested  in  a  Europewide 
small-company  market. 
HALFWAY  HOUSE.  But  creating  a  Euro- 
NASDAQ  isn't  so  easy.  Peeters  must  knit 
together  the  interests  of  Europe's  ven- 
ture capitalists,  investment  bankers,  and 
fund  managers,  plus  accommodate  the 
wishes  of  interested  stock  exchanges. 

Consider  what  happened  to  the  larg- 
est of  the  existing  secondary  markets, 
USM,  which  the  LSE  plans  to  close  by 
1996.  The  exchange  created  the  USM  in 
1980  as  a  halfway  house  for  small  compa- 
nies that  couldn't  meet  the  strict  re- 
quirements, such  as  a  market  capital- 
ization of  at  least  $1  million,  for  a 
big-board  listing.  In  1989,  the  USM  was  a 
booming  market,  with  420  quoted  com- 
panies and  a  total  market  capitalization 
of  $13.5  billion.  But  recession,  neglect 
by  LSE  officials,  and  loose  oversight 
and  listing  requirements 
caused  brokers  and  inves- 
tors to  lose  interest. 

Today,  the  USM  has 
about  250  companies  and 
a  market  capitalization  of 
just  $9  billion.  The  EU  will 
have  to  ponder  the  lesson 
in  London's  disappoint- 
ment as  it  figures  out  how 
to  renew  interest  in  small- 
company  investing— and 
keep  more  listings  from 
crossing  the  Atlantic. 

By  Richard  Evans,  with 
Paula  Dwyer,  in  London 
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MUTUAL  FUNDS  I 


A  REIT  PLAY 

THAT'S  LESS  LIKELY  TO  GO  WRONG 


w 


Money  is  moving  into  real  estate  mutual  funds,  where  the  pros  do  the  picking 


MAY 
1994 


For  the  past  few  years,  the  hottest 
investment  in  the  real  estate  mar- 
ket has  been  the  real  estate  invest- 
ment trust  (REIT).  But  sifting  among  the 
piles  of  REIT  offerings  flooding  onto  the 
scene  is  becoming  a  daunting  and  some- 
times dangerous  task.  Now,  though,  in- 
vestors have  a  rapidly  expanding  group 
of  real  estate  mutual  funds  that  want  to 
do  the  job  for  them.  By  culling  through 
REITs  to  identify  the  good,  the  bad,  and 
the  ugly,  the  funds  may  well  become 
property  investors'  new  darlings. 

It's  easy  to  see  the  appeal  of  the 
funds.  While  the  Standard  & 
Poor's  500-stock  index  had  a  to- 
tal return  (appreciation  plus 
reinvested  dividends  and  capi- 
tal gains)  of  -0.55%  as  of  June 
9,  the  average  real  estate  mu- 
tual tracked  by  Lipper  Ana- 
lytical Services  Inc.  was  up 
more  than  2%.  During  that  pe- 
riod, two  veteran  funds,  the 
$354  million  Cohen  &  Steers 
Realty  Fund  and  the  $130  mil- 
lion PRA  Real  Estate  Secur- 
ities Fund,  were  among  the 
top  30  of  the  1,500  or  so  equi- 
ty funds,  up  9.81%  and  9.03%, 
respectively. 

Real  estate  funds  have  a 
big  edge  over  another  proper- 
ty investment,  the  limited 
partnership,  or  LP,  now  being 
offered  by  some  Wall  Street 
houses.  LPs  are  structured  to 
last  for  five  years  or  longer, 
so  selling  early  can  mean  tak- 
ing a  big  loss.  Fundholders, 
though,  can  redeem  shares 
easily  at  net  asset  value.  And 
even  REITs,  since  they  are 
traded  on  the  exchanges,  are 
liquid  investments. 
MAINSTREAM  PLAY.  Fund  managers  warn 
that  even  if  real  estate  keeps  improving, 
individuals  could  stumble  badly  by  pick- 
ing the  wrong  REIT.  "In  an  industry 
that's  tripling  every  year  and  a  half,  it's 
a  loser's  game  for  individuals  to  pick 
their  own  stocks,"  says  PRA  Real  Estate 
Fund's  Dean  Sotter. 

The  supply  of  REITs  has  mushroomed, 
with  their  market  capitalization  rising 
from  $16  billion  in  1992  to  $40  billion  to- 
day.   And    analyzing    the  complex 


prospectuses  of  many  REITs  hasn't  gotten 
any  easier.  Not  only  do  investors  have  to 
choose  a  REIT  that  focuses  on  the  proper- 
ty type  with  the  best  prospects— apart- 
ments, hotels,  malls,  and  so  on— but  in- 
vestors must  assess  the  economics  of 
areas  where  properties  are  located.  And 
analysts  complain  there's  often  not 
enough  disclosure  in  REIT  prospectuses  to 
make  fully  informed  decisions. 

Fund  managers  say  real  estate  is  be- 
coming a  mainstream  investment.  "Five 


A  FLURRY  OF  NEW 
REAL  ESTATE  MUTUAL  FUNDS 

a 


CGM  Realty  Fund  launched  by  well-known 
stock  investor  Ken  Heebner  to  concentrate  on 
"undiscovered"  real  estate  securities.  Heebner  favors  apart- 
ment, hotel,  and  office  REITs. 

APRIL  Columbia  Real  Estate  Equity  Fund  is  100% 
1 994    invested  in  REITs,  preferring  industrial  and  manu- 
factured home  community  offerings. 

APRIL  Crabbe  Huson  Real  Estate  Investment  Fund 
1 994    focuses  on  total  return  in  its  pursuit  of  "cheap, 
out-of-favor"  REITs.  Favorites:  industrial  and  mall  REITs. 

JAN.    Retirement  Planning  Funds  of  America's  Real 
1 994    Estate  Securities  Fund  owns  mostly  REITs  but  will 
also  invest  in  banks,  insurers,  hotels,  and  oil  and  gas  com- 
panies with  real  estate  exposure. 

JAN.    Franklin  Real  Estate  Securities  Fund  looks 
1 994    for  REITs  that  can  grow  dividend  yields  5%  to  10% 
annually  for  the  next  few  years. 

DATA:  BUSINESS  WEEK 


years  ago,  if  you  mentioned  internation- 
al investing,  people  would  say  that  only 
the  big  guys  do  that,  and  now  everyone 
is  in  international,"  says  Jay  Willoughby, 
manager  of  the  new  Crabbe  Huson  Real 
Estate  Investment  Fund.  "We  see  the 
same  situation  in  REITs."  Willoughby's 
prediction  may  be  a  mite  premature, 
but  still,  in  just  six  months,  the  number 
of  funds  has  doubled,  from  6  to  12.  And 
more  are  in  the  works. 

The  funds  are  attracting  both  big-name 


stock-pickers  and  new  investors.  CGM 
alty  Fund,  launched  on  May  18,  is  n 
aged  by  Ken  Heebner,  known  for  his 
cessful  $1.2  billion  CGM  Mutual  Fund  . 
$497  million  Capital  Development  Fu  [dividen 

Heebner  says  real  estate  is  "a  mt  y 
opportunity"  today.  While  many  gro^  fni 
stocks  offer  l%-to-2%  yields,  "I  can  1 1 , 
REITs  at  a  7%  yield  or  higher  at  the  |  w 
itial  public  offering,"  he  says.  "And  I  <  „ 
lieve  the  dividend  will  grow  at  10%  | , 
20%  a  year."  He  seeks  "undiscovered  | 
portunities"  and  owns  many  apartm  feat 
REITs.  Heebner  has  also  picked  u  |Cable  u 
few  hotel  REITs,  including  ]  | ., 
leigh  (N.  C.)-based  Winston  ]  |oray 
tels  Inc.  A  new  area  he's  g0US| 
ploring:  office  REITs.  He  lil 'm 
Highwood  Properties  Ir  L 
which  focuses  on  office  bu  \  y  \p 
ings  in  Raleigh-Durham,  N  (900,000 
TRAILER  CASH.  Another  n 
entrant  is  Franklin  Real  1  \,es  v 
tate  Securities  Fund,  wh  |in;, 
has  racked  up  an  11.6%  [  \, ■,, 
turn  since  its  January  ine  L,, 
tion.  Fund  manager  Matt  i  \  ,,rh 
ery  likes  apartment  REITs  %  m 
the  Southeast  and  South wt  I  a : 
Two  other  new  contende  |  [ 
Columbia  Real  Estate  Fu  U  j 
and    Retirement    Planni  |K 
Funds  of  America  Inc.'s  Ri  L ;, 
Estate  Securities  Fund,  ha  , 
different  strategies.  Columbi  |e 
fund  manager  likes  mobi 
home  community  REITs 
their  stable  cash  flows, 
also  likes  California  REITs,  h< 
ing  to  benefit  from  an  econo  j 
ic  upturn.  While  Columbi; 
manager  focuses  on  REITs,  I 
tirement  Planning  Funds 
America's  Andrew  A.  Da^ 
widens  his  scope  to  inclu 
companies  with  real  estate  exposure  su 
as  banks,  insurers,  and  even  oil  and  g 
companies.  He  may  buy  an  office  RE  | 
IPO,  Liberty  Property  Trust,  based 
Malvern,  Pa. 

No  one  can  predict  which  real  esta 
mutual  funds  will  lead  the  pack.  B 
choosing  among  a  dozen  funds  is  f 
easier  than  sifting  among  the  210  (aif 
counting)  REITs  on  the  market— and 
lot  less  risky. 

By  Suzanne  Woolley  in  New  Yo 
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5ENE  G.  MARCIAL 


CABLE-TV  DEAL 
AY  SPARK  UP 
BOSTON'S  UTILITY 


9p  hares  of  Houston  Industries,  a 

1||  diversified  company  that  owns 
W  Houston  Lighting  &  Power,  have 
m  on  the  skids  this  year.  Among 
er  concerns,  the  Street  fears  its 
ty  dividend  will  be  cut.  But  value 
yers  are  snapping  up  shares,  betting 
t  Houston  is  close  to  signing  a  deal 
its  cable  operations— probably  with 
le  Warner.  Such  a  pact,  say  these 
>s,  would  surely  rekindle  the  Street's 
lor  for  Houston. 

The  company  announced  in  Novem- 
•  that  it  wanted  to  sell  50%  of  its 

Cable  unit,  which  provides  servic- 
,o  nearly  1  million  subscribers  in 
ifomia,  Minnesota,  Oregon,  and  Tex- 

Houston's  other  cable  unit— kbl 
mmunications— owns  a  50%  stake  in 
"agon  Communications,  which  is  also 
%  held  by  Time  Warner.  Paragon 
i  900,000  customers  in  parts  of  sev- 
states,  including  upper  Manhattan 
New  York  and  Orange  County  in 
lifornia. 

A  New  York  money  manager  says 
uston  executives  have  had  lengthy 
ks  with  Time  Warner,  as  well  as 
th  some  of  the  regional  Bells.  He 
?s  a  deal  to  sell  or  merge  kbl  Cable 
th  Paragon  is  the  one  Houston  is 
>st  likely  to  opt  for.  A  Houston 
jkesman  says  the  company  will  def- 
tely  stay  in  cable  TV  but  won't  com- 
;nt  on  the  result  of  talks  with  pos- 
)le  "strategic  partners."  A  Time 
arner  spokesman  declined  comment  . 
■CLEAR  damages.  The  money-losing 
L  Cable  is  expected  to  break  even  or 
st  a  modest  profit  this  year,  after  a 
3  million  loss  last  year  on  revenues 
$24  million.  This  pro  puts  the  value 
50%  of  kbl  Cable  at  $1.5  billion.  De- 
nding  on  how  the  deal  is  formed— a 
le  or  a  merger— the  added  value  per 
are  could  be  $7  to  $10,  says  the  mon- 

manager.  So  he  figures  the  stock, 
>w  at  33,  is  worth  at  least  45.  It  trad- 

as  high  as  49  in  1993. 
Doris  Kelley,  an  analyst  at  Merrill 
mch,  is  convinced  that  "any  cable 
isiness  sale,  depending  on  its  struc- 
re,  could  result  in  substantial  en- 
mcement  of  Houston  shareholder  val- 
i."  A  sale  could  bring  in  cash  to  pay 
f  debt  and  improve  earnings.  The 
talyst  says  the  stock  is  under  pres- 


READY  FOR  A  SURGE  AT 
HOUSTON  INDUSTRIES? 
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sure  because  of  regulatory  concerns 
and  problems  arising  from  temporary 
outages  in  1993  at  its  partially  owned 
South  Texas  Project  nuclear  plant. 

Without  a  deal,  analysts  expect 
Houston's  earnings  this  year  and  next 
to  be  about  the  same  as  last  year's 
$3.20  a  share. 


BEAMING  IN  ON 
A  LASER  WIZARD 


For  a  little  company  whose  stock 
is  selling  at  less  than  2,  Laser- 
technics  has  mighty  big  friends: 
J.  P.  Morgan  has  taken  a  23%  stake, 
worth  $5  million,  in  the  Albuquerque 
maker  of  laser  systems  for  imaging 
printers  and  product  markers.  And  in- 
vestment adviser  James  D.  Wolfen- 
sohn  Inc.,  headed  by  former  Fed 
Chairman  Paul  Volcker,  has  acquired 
20%.  Government-owned  Singapore 
Technologies  Industrial  is  another  be- 
liever: It  invested  $1  million,  for  near- 
ly 5%  of  the  stock. 

Why  such  enormous  faith  in  Laser- 
technics?  The  company  has  yet  to 
make  a  penny,  although  it  posted  sales 
of  $8  million  last  year.  "But  we  see 
revenues  soaring  to  $16  million  and 
the  beginning  of  profitable  operations 
by  the  end  of  1994,"  says  Richard  Mor- 
gan, a  general  partner  at  Wolfensohn 
who  has  joined  Lasertechnics'  board. 

Lasertechnics  has  two  major  busi- 
nesses: Sandia  Imaging  System  manu- 
factures laser  printers  that  produce 
photo-IDs  and  other  cards  coded  with 
information  the  company  says  is  tam- 
per-proof and  fraud-resistant.  The  sec- 
ond is  a  laser-coding  business  whose 


chief  product  is  Blazer  6000,  a  pulsed- 
gas  laser  used  in  marking  products 
and  packages.  It  prints  at  faster  than 
1,800  marks  a  minute.  Among  the  first 
to  use  Blazer  6000  was  Anheuser- 
Busch,  which  has  installed  it  in  13 
breweries.  The  printers  have  found 
their  way  to  China,  where  five  units 
have  been  ordered  to  make  ids  for 
schools  and  hospitals,  says  Morgan. 

One  Los  Angeles  money  manager 
says  the  stock  could  triple  in  a  year. 
One  reason:  Polaroid  and  Xerox  may 
be  interested  in  Lasertechnics.  Sandia 
already  has  an  alliance  with  Xerox  to 
make  a  digital  image  recorder  that  ac- 
cepts Xerox'  new  Verde  film.  "If  Laser- 
technics  continues  to  click,  Polaroid 
and  Xerox  may  fight  over  the  compa- 
ny," says  this  pro. 


CEDAR  HOPS  ON  THE 
CHENGDU  EXPRESS 


A subway  in  China?  For  New 
York's  Cedar  Group,  the 
planned  metro  system  is  the 
route  to  sure  success.  Cedar's  newly 
acquired  division,  Dominion  Bridge,  an 
old-line  Montreal  construction  and  engi- 
neering company,  recently  won  initial 
contracts  to  design  and  build  a  sub- 
way for  Chengdu,  the  capital  of  Si- 
chuan, a  province  with  110  million  peo- 
ple. For  a  company  that  has  been  in 
the  red,  Cedar  will  see  "explosive  earn- 
ings and  revenues  this  year,"  says  in- 
vestment adviser  Tom  Fendrich. 

He  estimates  Cedar  will  earn  30<P  a 
share  this  year  on  revenues  of  $170 
million,  and  $1.50  next  year  on  sales  of 
$400  million.  Fendrich  believes  that 
Cedar's  stock,  now  trading  at  5,  will  hit 
12  to  15  by  yearend.  The  recently 
signed  letters  of  intent  on  $715  million 
worth  of  contracts  in  China  "is  very 
significant  for  Cedar,"  he  says. 

Plans  call  for  building  and  operating 
a  $50  million  light-rail  and  subway  sys- 
tem and  an  $80  million  hydro-power 
storage  station.  Cedar  also  won  an  in- 
itial contract  to  build  an  $85  million, 
50-kilometer  expressway.  The  projects 
will  be  joint  ventures  between  Domin- 
ion Bridge,  which  will  own  70%,  and 
the  city  and  three  state-owned  corpo- 
rations. Several  Canadian  agencies,  in- 
cluding International  Export  Develop- 
ment Corp.,  will  help  finance  the 
projects,  scheduled  to  start  in  the  fall. 
Fendrich  says  Cedar  Chairman  and 
CEO  Michel  Marengere  is  currently  in 
Indonesia  to  negotiate  $400  million 
contract. 


CE 
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"in  my  business,  distance  and  accuracy  are  everything. 
Especially  when  it  comes  to  international  faxing!' 


018  w 


i  in n,'i=m  Distributors  all  over  the  world  sell  my  golf  clubs,  so  I  need  international  fax  service 
ADVMVIAGE  that  performs.  That's  why  I  use  AT&T.  They  provide  clear,  reliable  faxes  to  Japan,  my 
biggest  overseas  market.  That's  important  when  you  rely  on  the  fax  for  things  like  orders,  shipping  and 
design  instructions."  Ely  Callaway  knows  a  lot  about  performance  in  the  international  marketplace.  So  it's 
no  surprise  he  chooses  AT&T  for  all  his  faxes.  Only  AT&T  has  the  International  FAX 
Service  Center,  which  uses  leading  edge  technology  to  help  ensure  that  faxes  get 
through.  That's  Ely's  AT&T  Business  Advantage. 

Find  out  what  AT&T's  fax  troubleshooting  center  can  do  for  your  business. 
Call  1  800  222-0900.  And  let  AT&T  work  for  you. 
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Bvelopments  to  Watc 


*  BY  OTIS  PORT 


Fl  m  THE  GIANTS  OF  THE  DEEP, 
A  IfEAPOH  TO  FIGHT  POLLUTION 


•here's  good  reason  to 
I  save  the  whales:  for 
their  unique  digestive 
machinery.  In  fact,  A. 
Morrie  Craig,  a  profes- 
sor of  veterinary  medi- 
cine at  Oregon  State 
University,  has  discov- 
ered that  the  bacteria 
in  the  forestomach  of 
whales  show  an  amazing 
ability  to  break  down 
toxic  substances.  That's 
why  whales  can  scarf 
down  a  ton  of  krill  a 
-polluted  with  oil,  acids,  and  PCBs— without  harm.  If  the 
j  can  be  cultivated,  says  Craig,  they  could  be  a  big  help  in 
ling  up  oil  spills. 

iV  researchers  are  already  testing  cattle  feed  laced  with 
eria  from  the  stomachs  of  sheep  and  goats.  These  bugs 
1  to  detoxify  the  poison  in  tansy  ragwort,  a  weed  that  kills 
million  worth  of  cattle  in  Oregon  every  year.  Similar 
eria  promise  to  turn  the  carcinogenic  compounds  in  tnt 
harmless  chemicals.  Pioneer  Hi-Bred  International  Inc.  is 
king  on  commercial  products  that  exploit  the  bacteria. 


IS  TEST  SHINES  A  SPOTLIGHT 
!  SPREADING  PROSTATE  CANCER 


omputer  tomography  and  magnetic  resonance  imaging  of- 
ten fail  to  detect  the  spread  of  prostate  cancer.  That 
Isls  to  unnecessary  surgery,  because  once  the  cancer  has 
jad  beyond  the  prostate,  the  otherwise  effective  treat- 
it  of  surgically  removing  the  gland  has  little  benefit  and 
>es  undue  stress.  After  metastasis,  other  measures  are  re- 
•ed,  such  as  radiation  treatment. 

low,  scientists  at  Columbia- Presbyterian  Medical  Center  in 
v  York  have  developed  the  first  blood  test  that  can  detect 
metastasis  of  prostate  tumors.  An  existing  blood  test, 
3d  PSA,  can  screen  for  prostate  cancer— but  not  its  location. 
;  new  test,  dubbed  rt-pcr,  detects  prostate  cells  in  the 
)d— a  sure  sign  that  the  cancer  has  spread.  Aaron  E.  Katz, 
stant  professor  of  urology,  says  the  test  is  at  least  80%  ac- 
ate,  while  MM  and  CT  fare  no  better  than  60%.  Abbott 
loratories  and  several  other  drug  companies  are  interested 
•ommercializing  the  method. 


2 10RTCUTS  FOR 

!  1ELDING  BETTER  MOLECULES 


andia  National  Laboratories  is  doing  computer  searches  for 
'new  pharmaceuticals  using  software  that  was  originally  de- 
oped  to  help  arrays  of  telescopic  video  cameras  detect  in- 
ning ballistic  missiles.  New  York-based  Sterling  Winthrop 
.,  the  drug  subsidiary  of  Eastman  Kodak  Co.,  is  Sandia's 
•tner.  By  sifting  out  promising  compounds  electronically, 
■rling  hopes  to  quickly  home  in  on  classes  of  molecules 
t  merit  lab  experiments.  That  could  slash  the  typical  $50 
lion  cost  of  synthesizing  and  testing  compounds  for  a  new 


drug,  says  John  Wendoloski,  director  for  biophysics  and  com- 
putational chemistry  at  Sterling. 

Sandia's  contribution  is  a  trick  that  quickly  narrows  compli- 
cated searches  to  a  few  promising  candidates.  When  hunting 
for  the  best  molecular  shape  to  fit  a  particular  protein,  there 
are  billions  of  possibilities.  Trying  them  all  could  take  decades, 
even  with  a  supercomputer.  So  researchers  at  Sandia's  Liver- 
more  (Calif.)  lab  are  harnessing  a  so-called  genetic  algorithm 
that  has  been  tuned  to  root  out  optimal  solutions  to  complex 
problems.  The  work  is  still  in  its  early  stages.  Under  terms  of 
their  Cooperative  Research  &  Development  Agreement,  Ster- 
ling will  have  exclusive  use  of  the  Sandia  software  for  two 
years,  after  which  it  could  be  licensed  to  the  public. 


A  BIOTECH  TOOL 

FOR  REPAIRING  BLOOD  CELLS? 


The  most  important  products  to  emerge  from  biotechnology 
so  far  have  been  so-called  growth  factors  that  spark  growth 
of  red  and  white  blood  cells.  Products  such  as  EPO,  which  helps 
an  anemic  body  make  red  blood  cells,  and  colony  stimulating 
factor,  which  assists  the  body  in  restoring  white  blood  cells, 
have  boosted  combined  sales  for  Amgen  Inc.  and  Immunex 
Corp.  to  $2  billion  worldwide.  Platelets— proteins  that  help 
blood  form  clots  after  an  injury— are  the  third  vital  blood 
component.  During  high-dose  chemotherapy  or  radiation,  plate- 
let counts  drop  so  low  that  patients  are  in  grave  risk  of  dying 
from  hemorrhage.  For  decades,  scientists  have  been  trying  to 
isolate  the  substance  that  sparks  platelet  production. 

In  the  June  16  Nature,  Genentech  Inc.  in  South  San  Francis- 
co and  ZymoGenetics  Inc.  in  Seattle  say  they  think  they've 
found  this  long-missing  factor.  If  so,  it  could  open  the  door  to 
the  next  billion-dollar  bio-blockbuster.  Other  companies  are  in 
the  race,  but  Genentech  and  ZymoGenetics  have  cloned  and 
purified  proteins  dubbed  "thrombopoietins,"  which  in  animals 
spur  dramatic  platelet  growth.  With  all  three  drugs  at  a  doc- 
tor's disposal,  cancer  patients  could  receive  higher  doses  of 
drugs  and  radiation  and  stand  a  better  chance  of  being  cured. 


OUR  MICROSURGEON 

IS  ENTERING  THE  COLON  . . . 


Cleo  may  be  built  with 
parts  snagged  from 
electronic  toys  and  beep- 
ers, but  this  microrobot 
is  no  plaything.  Someday 
it  might  offer  surgeons 
a  better  alternative  to 
unwieldy  endoscopes  for 
snipping  polyps  and 
making  other  repairs. 

Built  by  James  Mc- 
Lurkin,  an  engineering 
senior  at  Massachusetts 
Institute  of  Technology, 
Cleo  is  small  enough  to 
move  through  the  colon  and  relay  close-up  pictures  through 
an  optical  fiber  to  a  surgeon.  A  thin  control  cable  enables 
the  surgeon  to  steer  the  robot  to  a  polyp,  cut  the  growth 
with  a  microscalpel,  and  suction  away  the  debris.  But  McLur- 
kin  worries  that  he  may  not  complete  development  if  funds 
for  his  project,  now  provided  by  the  Advanced  Research 
Projects  Agency,  aren't  renewed  as  a  result  of  government 
cutbacks. 


0  CE  &  TECHNOLOGY 
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WHAT'S  THE  WORD  IH  THE  LAB? 

COLLABORATE 


With  corporate  R&D  funds  ever  tighter,  partnerships  cut  costs,  spread  risks,  and  seed  ideas 


R 


esearch  and  development  are  sup- 
posed to  lie  the  fun  parts  of  busi- 
ness—the  free-thinking  sectors 
where  ideas  are  born  and  nurtured 
inside  wind  tunnels,  autoclaves, 
supercomputers,  and  test  tubes. 
Lately,  though,  some  of  the  joy 
has  gone  out  of  R&D.  Just  ask 
Charles  F.  Larson,  executive  di- 
rector of  the  Industrial  Research 
Institute  Inc.  in  Washington.  "I  am 
frequently  in  touch  with  literally  hun- 
dreds of  research  directors  around  the 
country,"  Larson  said  in  an  Apr.  6 
speech  to  the  American  Association  for 
the  Advancement  of  Science,  "and  I  can 
assure  you  that  not  many  of  them  are 
enjoying  their  jobs  very  much  these 
days." 

Worldwide,  R&D  managers  are  under 


GM,  FORD,  AND 
CHRYSLER  are 

"CARPOOLING"  TO 
AVOID  DUPLICATING 
R&D  EFFORTS. 
PROJECTS  INCLUDE 
ELECTRIC-CAR  BAT- 
TERIES AND  BETTER 
CRASH  DUMMIES 


pressure  because  their  budgets  are. 
According  to  Standard  &  Poor's  Compu- 
stat,  a  division  of  McGraw-Hill  Inc.,  last 
year's  increase  in  R&D  spending  by  900 
big  U.  S.  companies  was  just  1.9%  after 
inflation,  the  smallest  rise  since  1986 
(chart).  Hard-pressed  IBM  was  a  big  fac- 
tor: The  increase  would  have  been  more 


than  a  percentage  point  higher 
IBM,  which  cut  R&D  13%.  had  no 
been  included.  Abroad,  companie 
in  Britain,  Switzerland,  and  Swe 
den  had  strong  growth  in  R&D.  Bu 
the  composite  of  non-U.  S.  compa  Sa- 
nies—before  inflation  adjustment-  m 
actually  underperformed  the  U.  S 
(table).  Japan  was  especially  weak  tie 
with  a  1%  decrease  in  R&D  outlay 
in  the  latest  period  for  which  re  i 
suits  are  available. 
The  good  news,  though,  is  that  R&ifc 
managers  are  learning  to  make  do  ini 
their  straitened  circumstances.  Continu 
ing  a  trend  that  began  in  the  late  1980s  j 
they're  ditching  marginal  projects;  de  | 
centralizing  R&D  efforts;  creating  team  ric 
to  squire  product  ideas  from  lab  to  mar 
ket;  and  figuring  out  how  to  collaborat 


R&D  SPENDING 
RETREATS  ONCE  MORE 


WHO'S  LEADING. ..AND  WHO'S  FALLING  BACK 


PERCENT  CHANGE 
ilFIER  ADJUSTMENT 
»■  INFLATION 
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PERCENT 

DATS:  STANDARD  S  POOR'S  COMPUSTAT,  A 


OF  McGRAW-HTU  INC 


Nominal  percent  change 

1992-93 

1993  R&D  spending 

Millions 

As  percent 
of  sales 

R&D  per 
employee 

SERVICE  INDUSTRIES 

15% 

$205.8 

1.0% 

$1,141.1 

11 

13,886.9 

10.6 

18,247.8 

8 

13,441.4 

4.0 

8,975.9 

ELECTRICAL  &  ELECTRONICS 

8 

8,504.5 

5.5 

7,060.7 

TELECOMMUNICATIONS 

7 

4,240.6 

3.7 

7,149.1 

. ,  -  v.;..; 

7 

2,322.9 

1.5 

2,294.7 

CONTAINERS  &  PACKAGING 

7 

154.0 

0.9 

1,347.2 

6 

640.8 

0.8 

1,390.8 

MANUFACTURING 

5 

3,931.1 

3.0 

4,314.7 

HOUSING 

2 

494.7 

1.8 

2,743.6 

OFFICE  EQUIPMENT  &  SERVICES 

1 

17,212.6 

8.0 

15,739.5 

CONGLOMERATES 

0 

3,432.3 

2.5 

4,776.9 

PAPER  &  FOREST  PRODUCTS 

0 

440.6 

1.1 

2,051.7 

-2 

4,993.0 

4.1 

10,265.1 

r. 

-3 

2,660.9 

0.8 

4,466.7 

LEISURE  TIME  PRODUCTS 

-3 

1,891.5 

5.4 

8,087.1 

AEROSPACE  &  DEFENSE 

-7 

4,210.4 

4.2 

6,470.8 

METALS  &  MINING 

-21 

360.6 

0.9 

1,541.5 

ALL-INDUSTRY  COMPOSITE  1993 

4 

83,023.6 

3.8 

7,476.4 

ALL-INDUSTRY  COMPOSITE  1992 

7 

79,438.6 

3.7 

7,106.3 

DATA  STANDARD  1 
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R&D'S  BIGGEST  U.S.  SPENDERS 


BYTOTAL  SPENDING 


BY  SPENDING  PER  EMPLOYEE 


AND  IN  RELATION  TO  SALES 


1993  R&D  expenses 

Millions 

1993  R&D  expenses 
Per  employee 

1993  R&D  expenses 

As  percent  of  sales 

1 

GENERAL  MOTORS 

$6,030 

1 

IMMUNEX 

$535,607 

1 

IMMUNEX 

340.9% 

2 

FORD  MOTOR 

5,021 

2 

BIOGEN 

208,724 

2 

GENETICS  INSTITUTE 

97.6 

3 

IBM 

4,431 

3 

GENENTECH 

117,594 

3 

CHIRON 

58.4 

4 

AT&T 

3,428 

4 

GENETICS  INSTITUTE 

107,657 

4 

BIOGEN 

58.1 

5 

HEWLETT-PACKARD 

1,761 

5 

AMGEN 

83,302 

5 

GENENTECH 

48.5 

6 

BOEING 

1,661 

6 

S3 

80,132 

6 

GENZYME 

36.0 

7 

DIGITAL  EQUIPMENT 

1,530 

7 

CHIPS  &  TECHNOLOGIES 

79,975 

7 

CONTINUUM 

35.3 

8 

MOTOROLA 

1,521 

8 

CYRIX 

68,694 

8 

MacNEAL-SCHWENDLER 

28.1 

9 

EASTMAN  KODAK 

1,301 

9 

ADOBE  SYSTEMS 

64,932 

9 

ENCORE  COMPUTER 

26.8 

10 

GENERAL  ELECTRIC 

1,297 

10 

CHIRON 

64,263 

10 

KNOWLEDGEWARE 

25.3 

DATA  STANDARD  8  POOR'S  COMPUSTAT,  A  DIVISION  OF  McGRAW  HILL  INC 


uitfully  with  outside  experts,  be  they 
other  companies,  consortiums,  univer- 
ties,  or  government  labs. 
The  results  of  these  efficiency  drives 
low  up  around  the  world,  from  Italy's 
iat,  which  has  replaced  aca- 
jmically  oriented  "scientific 
immittees"  with  pragmat- 
"innovation  committees," 
•  Canon  Inc.,  which  is 
;tting  aside  Japanese 
Mde  and  eagerly  seek- 
ig  collaborations  with 
.  S.  companies  that  are 
tore  in  tune  with  the  In- 
irmation  Revolution.  For 
&D,  today's  bottom  line  is 
le  bottom  line.  Although 
lue-sky  corporate  R&D  may 
enefit  society  as  a  whole, 
jw  companies  will  shoul- 
er  investments  without 
[ear  payoffs  for  them- 
slves.  And  more  is  not 
ecessarily  better.  Just  look 
t  General  Motors  Corp.  It  ranks  No.  1 
n  business  week's  latest  global  R&D 
eoreboard.  But  it  has  steadily  lost  U.  S. 
larket  share  despite  massive  invest- 
lent  in  research  and  development. 
WESOME  THREESOME.  In  the  quest  for 
lore  efficient  R&D,  the  hottest  trend  is 
ollaboration.  With  technology  getting 
ver  more  complex,  no  single  company 
an  do  it  all.  Not  IBM,  Siemens,  or  Toshi- 
ia— three  of  the  world's  largest  elec- 
ronics  companies— which  are  teaming 
ip  to  develop  256-megabit  memory 
hips.  Not  even  hugely  profitable  Intel 
]orp.,  the  world's  biggest  chipmaker. 
ntel's  microprocessor  dominance  is  be- 
ng  challenged  by  the  PowerPC  chip, 
leveloped  by  the  threesome  of  IBM,  Mo- 
orola,  and  Apple  Computer.  On  June 
i,  Intel  struck  back,  announcing  a  ven- 
ure  with  Hewlett-Packard  Co.  to  de- 
velop a  chin  that  will  run  a  wide  variety 


3M  COMBINED  THE 

EXPERTISE  FROM  THREE 
INTERNAL  DIVISIONS  TO 
COME  UP  WITH  ITS  NEW 
NEVER  RUST  BRAND 
PLASTIC  SOAP  PADS 


of  machines,  including  personal  comput- 
ers, workstations,  and  file  servers. 

Collaboration  is  sweeping  every  field, 
in  fact,  from  autos  to  aircraft  to  bio- 
technology. In  Detroit,  GM, 
Ford  Motor,  and  Chrysler 
have  formed  12  consor- 
tiums on  such  topics  as 
electric-vehicle  batteries, 
parts  recycling,  and  bet- 
ter crash  dummies.  The 
idea  is  to  avoid  duplica- 
tion by  jointly  performing 
basic,  "precompetitive" 
R&D.  One  partnership's  goal 
is  to  reduce  today's  more 
than  100  different  wiring 
connectors  to  fewer  than  10, 
which  would  be  standard 
throughout  the  industry, 
lowering  parts  costs,  reduc- 
ing the  difficulty  of  build- 
ing cars,  and  making  them 
easier  to  repair. 

In  biotech,  ideas  hatched 
in  small  companies  often  are  nurtured 
by  big  partners.  Case  in  point:  An  AIDS 
therapy  from  a  tiny  Quebec  company, 
BioChem  Pharma,  that's  being  shep- 
herded through  clinical  tri- 
als by  Britain's  Glaxo 
Holdings,  will  be  mar- 
keted by  yet  another 
company,  Burroughs 
Wellcome.  The  goal  of 
such  deals  is  to  defray 
costs,  spread  risk,  and  pro- 
mote the  cross-fertilization 
of  ideas. 

One  drawback  is  that  col- 
laborations are  notoriously 
hard  to  manage.  Turf  bat- 
tles and  miscommunication, 
common  enough  within 
companies,  can  be  magni- 
fied when  separate  compa- 
nies try  to  cooperate.  Mis- 


HEWLETT-PACKARD 
AND  CANON  join  to 

MAKE  LASER  PRINTERS. 
CANON  PROVIDES  PRINTER 
HEADS;  HP,  SOFTWARE 
AND  MARKETING 


trust  can  be  fatal:  It's  why  vm  Motori, 
Europe's  largest  diesel-engine  manufac- 
turer, has  steered  clear  of  alliances.  In- 
deed, VM  Motori  refuses  even  to  patent 
its  products  for  fear  that  its  competi- 
tors will  copy  its  knowhow. 

Even  where  mistrust  isn't  an  issue, 
R&D  partnerships  can  fail  if  members 
decide  linking  up  serves  no  vital  need. 
The  Advanced  Computing  Environment 
agreement,  to  create  machines  built  on 
MIPS  Technologies  Inc.'s  microprocessor 
design,  quickly  sank  beneath  the  waves 
despite  the  nominal  backing  of  every- 
one from  Compaq  Computer  to  Digital 
Equipment  and  Silicon  Graphics.  And 
Apple  and  Toshiba  killed  off  their  CD- 
ROM  project— code-named  Sweet  Pea— 
before  even  producing  a  prototype. 

The  key  is  commitment.  Says  Yasut- 
sugu  Takeda,  senior  executive  manag- 
ing director  at  Hitachi  Ltd.:  "Get  rid  of 
the  idea  of  'strength  in  numbers.'  You 
can't  create  something  just  because  you 
sign  up  a  lot  of  companies  that  are  bare- 
ly committed  and  don't  have  anything  to 
bring."  Takeda  cites  Hitachi's 
alliance  with  Texas  Instru- 
ments Inc.  on  256-megabit 
memory  chips  as  a  suc- 
cessful    "meeting  of 
equals." 

The  same  goes  for 
the  partnership  of  Hew- 
lett-Packard and  Canon, 
which  has  a  giant  70% 
of  the  world  market  for 
laser  printers.  Canon  is  in 
charge  of  the  "engines," 
which  spit  ink  onto  the 
page;  Hewlett-Packard  han- 
dles software,  microcontrol- 
lers, customer  research,  and 
marketing.  The  alliance  has 
lasted  even  though  Canon 
and  HP  compete  fiercely  in 
lower-priced  ink-jet  print- 


ers.  HP's  ability  to  han- 
dle such  a  relationship 
bodes  well  for  its  chanc- 
es of  working  with  hard- 
nosed  Intel  on  new 
chips.  To  insulate  their 
engineers  from  corporate 
politics,  Intel  and  HP  are 
likely  to  put  them  in  a 
new  company  with  its 
own  board  of  directors- 
assuming,  of  course,  that 
the  deal  clears  antitrust 
review. 

Collaborations  don't 
have  to  be  between  com- 
panies. Some  of  the 
most  successful  are 
internal— between  busi- 
ness units  of  large  com- 
panies that  are  scarcely 
acquainted.  In  Germany, 
Daimler-Benz  Chief  Ex- 
ecutive Edzard  Reuter  is 
hell-bent  on  turning  his  company  into 
"an  integrated  high-tech"  concern.  In 
pursuit  of  synergy,  Daimler's  Mercedes 
unit  is  developing  a  fuel-cell-powered 
vehicle  with  the  aid  of  space  jocks  from 
Daimler's  Dornier  and  MBB  aerospace 
units,  as  well  as  an  outsider,  Canada's 
Ballard  Power  Systems. 
SUPERSCRUB.  Similarly,  3M  Corp.  uses 
internal  cooperation  as  the  linchpin  of 
one  of  the  world's  most  admired  innova- 
tion programs.  Two  years  ago,  3M  was 
getting  25%  of  its  revenue  from  products 
developed  within  the  previous  five  years. 
This  year,  it  expects  to  improve  that  to 
30%  of  revenue  from  products  devel- 
oped in  the  past  four  years.  How?  One 
example  is  lowly  soap  pads— a  market 
3M  was  never  in.  Consumer  research 
showed  that  people  disliked  rusting 
steel-wool  pads.  So  3M  brought  together 
experts  from  its  adhesives,  abrasives, 
coatings,  and  nonwoven  technologies  di- 
visions to  create  its  Never  Rust  plastic 
soap  pads.  Over  the  past  18  months, 
Never  Rust  and  its  spin-off.  Never 
Scratch,  have  captured  some  30%  of  the 
U.  S.  soap-pad  market. 

As  companies  focus  more  on  'D'  and 
less  on  'R,'  many  are  looking  to  univer- 
sities to  perform  research  that  once 
mi^ht  have  been  done  in-house.  IBM,  for 
example,  has  donated  or  discounted  mil- 
lions of  dollars  worth  of  computers  and 
lab  equipment  to  such  schools  as  Cornell, 
Iowa  State,  and  the  University  of  North 
Carolina  in  return  for  access  to  work 
done  by  professors  and  graduate  stu- 
dents. According  to  the  Battelle  Memori- 
al Institute,  a  Columbus  (Ohio)  contract- 
research  organization,  U.  S.  companies 
will  fund  $1.6  billion  in  research  at  uni- 
versities this  year.  And  universities  will 


HOW  THE  U.S.  STACKS  IIP 
IN  CORPORATE  R&D  GROWTH 
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1 .9 
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1.7 
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9 

CANADA 

0.7 

2,297 

5.4 

-454.0 

6 

JAPAN 

-1.0 

37,574 

5.3 
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75 

THE  NETHERLANDS 

-3.1 

3,805 

2.8 

45.4 

6 

NON-U.S.  COMPOSITE 

2.1 
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4.7 

115.7 

200 
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4.2 

83,024 

3.8 

64.1 
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DATA:  GLOBAL  VANTAGE  (STANDARD 

S  POOR'S  COMPUSTAT,  A  DIVISION  OF  McGRAW- 

HILL  INC). 

account  for  16%  of  all  U.  S.  R&D  spend- 
ing, up  from  about  11%  in  1985. 

( 'orporat  ions  in  other  countries  can't 
tap  their  local  universities  for  ideas  near- 
ly as  easily.  Japanese  universities  are 
starved  for  research  funding,  for  in- 
stance. And  the  great  European  univer- 
sities, many  of  them  centuries  old,  tend 
to  be  more  insular  than  U.  S.  schools. 
In  1989,  students  at  Italy's  tradition- 
bound  public  universities  staged  a  mas- 
sive nationwide  protest  against  a 
proposal  for  partial  Ameri- 
can-style private  funding, 
fearing  it  was  the  be- 
ginning of  a  corporate 
takeover. 

Haltingly,  U.S.  feder- 
al labs  are  trying  to  get 
a  piece  of  industrial 
R&D,  too.  Bomb  makers, 
such  as  Law  rence  Liver- 
more  National  Laboratory, 
are  working  with  such  ma- 
chine-tool companies  as  Cin- 
cinnati Milacron  Inc.  Even 
the  Air  Force's  Ballistic 
Missile  Defense  Organiza- 
tion—the group  that  almost 
brought  you  Star  Wars— is 
trying  to  get  in  on  the  act 
by  licensing  high-tech  spectroradiome- 
ters  for  checking  tailpipe  and  smoke- 
stack emissions.  But  the  national  labs 
still  tend  to  gold-plate  their  designs. 
Says  Jules  J.  Duga,  a  senior  policy  ana- 
lyst at  Battelle:  "NASA  wants  to  send 
somebody  to  the  moon.  I  just  want  to 
send  somebody  to  Toledo." 

Don't  want  to  deal  with  the  stresses 
and  strains  of  R&D  partnerships?  Some- 
times the  best  way  to  get  a  new  idea  is 
to  buy  it.  Not  glamorous,  perhaps,  but 


SIEMENS,  IBM,  AND 
TOSHIBA,  three 

ELECTRONICS  GIANTS,  ARE 
WORKING  TOGETHER  TO 
DEVELOP  256-MEGABIT 
MEMORY  CHIPS 


cost-effective.  Japan 
companies  have  been| 
ing  it  for  years, 
technology  that's  del 
oped  is  not  used.  It  j 
on  the  shelf,"  says 
neth  Kovaly,  presiJflK 
of    Technical    Insig  « 
Inc.,     an     Englew  r 
(N.J.)  consulting  fi  r. 
"As  much  as  10%  of  j  (A 
R&D  budget  should  lx  An 
cused  on  finding  tech 
ogy  outside  your  (  ',. 
company."  If  people  s  _____ 
as  Kovaly  are  heec  WW_ 
the  day  may  come  w 
"not  invented  here" 
comes  a  matter  of  h 
get-minding  pride,  — — 
embarrassment. 
BUSY,  SUSY.  As  alWc 
the  hardest  part  of  1 1 
isn't  coming  up  with  CM 
ideas— it's  pushing  them  through  the  ~ 
ganization.  At  Siemens  Corporate 
search  in  Princeton,  N.  J.— the  U.  S.  era 
for  Germany's  Siemens— George  ifaWngln 
Drastal,  group  leader  for  knowled  flCorp .n . 
based  systems,  is  slowly  persuad 
managers  in  charge  of  industrial  i  ifinWe 
medical-instrument  units  to  try  a  1|m 
kind  of  "expert-system"  software  t  AltiaiA 
helps  technicians  diagnose  broken  i 
chines.  It's  a  slog,  he  says,  becai  xfccp 
amateurish  systems  have  given  E* ' 
concept  a  bad  name.  And 
ning   converts  could 
harder  as  business-uv 
leaders   are  more 
more  pressed  by  corj^ 
rate  streamlining, 
erybody's  busier  tl  | 
they've  ever  been,"  si 
Drastal.  "It  can  be  hr-  ' 
to  get  somebody  just 
return  a  phone  call." 

That's  true  in  the  la  5^ 
as  well.  With  their  unstr 
tured  free  time  shrinki 
and  the  pressure  for  resi  mr" 
mounting,  it's  quite  possi  - 
that  R&D  staffs  will  one  c  mhi* 
suffer  a  creativity  short-c 
cuit.  On  the  other  hat1" 
R&D  never  was  synonymous  with  Ril 
After  all,  Thomas  A.  Edison,  the  inv<  || 
tor  who  won  more  than  1,000  paten K.. 
used  to  work  all  through  the  night  a~ 
kept  a  cot  in  the  corner  of  his  lab  l1^ 
catnaps.  And  he's  the  one  who  first  s;j^ 
that  genius  is  1%  inspiration  and  9itJ 
perspiration. 

By  Peter  Coy  in  New  York,  with 
Gross  in  Tokyo,  Silvia  Sansoni  in  Ron^ 
Kevin  Kelly  in  Chicago,  and  bun 
re  1 11  ills 
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ITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as  of  May 
.  !f  the  company  is  not  on  a  calendar-year  basis,  the  number  of  the 
nth  in  which  its  fiscal  year  ends  appears  in  parentheses  following  the 
Tipany  name.  Companies  included  in  the  survey  are  limited  to  those 
lorting  sales  of  $75  million  or  more  and  R&D  expenses  of  at  least 
million. 


R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research  and 
development  for  the  most  recent  fiscal  year,  as  reported  to  the  Securities 
&  Exchange  Commission  on  Form  10-K.  Excludes  R&D  under  contract 
to  others,  such  as  U.S.  government  agencies. 

R&D  DOLLARS  PER  EMPLOYEE:  R&D  expenditures  divided  by  the 
reported  number  of  company  employees. 
PROFITS:  Pretax  income. 


3t  available;  NM=not  meaningful;  NEG=negative  earnings;  NR=not  ranked;  *=includes  customer  or  government  sponsored  R&D; 
ughes  Electronics  and  EDS.  DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  McG RAW-HILL  INC. 


=inciudes  engineering  expense,  |=R&D  includes 
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INDUSTRY  COMPOSITE 

83023.8 

4 

7476.4 

8801.6 

2210803.0 

3 

198.6 

3.8 

129501.1 

9 

64.1 

AEROSPACE  &  DEFENSE 

DUSTRY  COMPOSITE 

4210.4 

-7 
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4429.4 

99501.3 
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4.2 
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3 
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ex 
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11 
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12 
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NA 

NR 
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13 
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96 
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eing 

BA 
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1 
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2 

25438.0 

-16 
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91.2 
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CW 

1.4 

-13 

907.3 

18 

10386 

17 

158.9 

-12 

101.5 

0.9 

13 

-96 

106.8 

•nCorp(ll) 

GY 

45.0 

25 

33835 

12 

2686.0 

13 

1905.0 

-2 

143.2 

2.4 

70.0 

89 

64.3 

nercl  Dynamics 

GD 

33.0 

3 

1082.0 

17 

2797.9 

11 

3187.0 

-1 

104.5 

1.0 

413.0 

33 

8.0 

i  F  Industries  (3) 

11.4 

-19 

7972.8 

4 

68382 

4 

277.1 

-6 

193.5 

4.1 

-21.2 

NM 

NEG 

:kheed 

LK 

449.0 

7 

53772 

7 

5768  8 

6 

13071.0 

29 

156.5 

34 

676.0 

23 

66.4 

jrtin  Marietta 

ML 

2801  * 

40 

3044.6 

14 

3203.7 

10 

9435.7 

58 

102.6 

3.0 

725.3 

42 

38.6 

:Donnell  Douglas 

MD 

341.0 

-33 

4870.3 

9 

4951  7 

8 

14474.0 

-17 

206.7 

2.4 

4590 

-58 

74.3 
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13 
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9 
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14 

94.2 

7 

1 14.2 
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17 
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NM 
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6 
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4 
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NM 
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0 
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5 

5328.8 

5 
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-1 
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1.7 

7.9 

-36 
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6 
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roup  Composite 
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2522.5 

27021.9 
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3812.4 
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NM 
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eed  Technologies  (6) 
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43 
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26 
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16 
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18 
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19 

109.3 

1.3 

27.1 

7 

10.4 

jmmins  Engine 
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22 
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DCN  120.0"  11  3333.3  10  2794.4  10 
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DCI        114  10  2670.1  11  2224.7  11 

EPIH       17.1  27  2590.9  12  2199.2  12 
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Eaton 
Echlin  (8) 
Excel  Industries 
Federal-Mogul 


ETN  154.0  2  4052.6  6  3601.3  7 

ECH  18  4  21  9915  19  7571  20 

EXC  7.9  43  2309.0  14  1643.5  14 

FMO  17.2  -6  1194.4  17  12350  16 


4401.0  7  115.8  3.5 

19445  9  104.5  09 

515.7  21  150.5  1.5 

1575.5  25  109.4  1.1 


262.0  45  58.8!' 

1376  46  13.41 

20.2  236  39.1P 

576  540  29.9!? 


Modine  Mfg.  (3) 
Moog  (91 
Raytech 
Schwitzer 


MODI  8.7  9  1618.0  15  1562.7  15  570.8  8  106.7  1.5 

MOG.A  161  -10  5711.0  4  4985.1  5  293.7  -4  104.0  5.5 

RAY  4.3  -9  3639.4  8  3391.2  8  139.3  11  117.3  3.1 

SCZ  5.9  -16  5891.0  3  6416.4  2  124.1  13  1241  4.7 


541  25  16.0! 

8.6  NM  187.11 

10.7  91  40.21 

3.5  NM  166.6fcite 


Simpson  Industries 
Smith  (A.  O.) 
Standard  Products  (6) 
Stant 


SMPS  16  8      8908  21  5996  22 

SMC  7.6  17      703  7  22  680  7  21 

SPD  210"  54  23224  13  1675.1  13 

STNT  2.5  13  1052.5  18  972.7  19 


262.5  18  1485  0.6 
1193.9  14  110.5  0.6 

763.8  16  84.6  2.7 

253.6  8  1057  1.0 


16.3  16  9.7|- 

70.8  67  lOylfeouras 

50.2  30  4l.8j 

21.6  33  11.7L;-:-:: 


Superior  Industries  International 

Wabash  National 

Walbro 


SUP  33  -18  952.0  20  1097.7  17 
WNC  1.3  3  6118  23  538.4  23 
WALB        9.5         5     3387.1      9     2900.1  9 


393  0     21      112.3     08  72.6      60  4.6 

360.0     25     174  3     0  4  25.9      78  4.9 

273.5     13      977     3  5  17.1        0  55.3 


(C)  TIRE  &  RUBBER 

Group  Composite 


347.4      -1  3416.3 


3382.0 


13427.2    -1    132.0  2.6 


K  Group 

i  1011      15  31.6 


Bandag 

Cooper  Tire  &  Rubber 
Goodyear  Tire  &  Rubber 

INDUSTRY  COMPOSITE 


BDG  12.3 
CTB  151 

GT     320.0  ' 


4993.0 


-2  5278.9  1  4993.4  1 
10  19850  3  1893.0  3 
-2     3487.6      2     3259.6  2 


590.2 
1193.6 
11643.4 


252.9 

2.1 

125  0 

-4 

156.9 

1.3 

164.3 

-3 

126.9 

2.7 

811.9 

24 

-2  10265.1 


6987.4 


122139.3      0    251.1  4.1 


7535.6 


3  66.3 


Air  Products  &  Chemicals  (9) 
Arco  Chemical 
Betz  Laboratories 
Cabot  (9) 


APD  92.3  8  6557.7  28  5626.6  29 

RCM  72.0  7  160000  5  152278  4 

BTL  28.7  1  69823  25  6480.3  24 

CBT  45  7  22  8453  9  16  6930.8  22 


3327.7  3  236  4  2  8  300.8  -26  30.7 

3192.0  3  709  3  2.3  311.0  -3  23.2 

684.9  -3  166  4  4.2  104.1  -22  27.6 

1614.3  4  298  9  2  8  681  -42  67.0 


Cambrex 
CBI  Industries 
Crompton  &  Knowles 
Detrex 


CBM        5.8  44  7386.8  24  6310.1  25  197.2  10  249.3  3.0  13.4  30  43.6 

CBH  13.7  17  9838  50  748.2  50  1670.3  0  120.0  0.8  -2.2  NM  NEG 

CNK  11.2  11  4808.3  38  45504  37  558.3  8  240.0  2.0  82.5  21  13.6 

DTRX        2.5  3  6525.8  29  5474.4  30  105.1  9  270.8  2.4  -2.1  NM  NEG 


Dexter 

Dow  Chemical 
DuPont 

Eastman  Chemical 


DEX  43  8  4  9319.8  14  7958.8  15  887.1  -7  188  7  4.9  66.4  -9  65.9 

DOW  1256  0  -3  226715  1  18932.6  1  18060.0  -5  326.0  7.0  1525.0  75  82.4 

DD  1132.0  -11  9929  8  11  9875.3  10  32732.0  -2  2871  3.5  958  0  -47  118.2 

EMN  174.0  7  9666.7  12  9666.7  11  3903.0  2  216.8  45  439.0  -9  39.6 


Engelhard 

Ethyl 

Ferro 

First  Mississippi  (6) 


EC  46.9  5  8156.5  18  6961.1  21  2148.9  -10  373.7  2.2  -4.7  NM  NEG 

EY  75.6  2  137498  7  11911.5  7  1938.4  15  352  4  3  9  133.5  -35  56.6 

FOE  19.3  25  2917.5  46  2464.1  46  1065.7  -3  160.8  1.8  89.3  -9  21.7 

FRM  53  31  4677.8  39  3647.4  39  429.9  -5  376.5  1.2  3.9  -85  135.4 


Fuller  (H.  B.)  (11) 
G-l  Holdings 
Geon 

Goodrich  (B.  F.) 


FULL       21.8  7  3637.7  42  3193.4  43  975.3 

23.7  1  5511.6  33  4617.9  35  1069.0 

GON       14.8  -8  7668  4  20  7442.7  17  982.8 

GR       679  0  5061.1  36  5432.8  31  1818.3 


3  162.5  2.2 

2  248.6  2.2 

1  509.2  15 

10  135.5  3.7 


409 
34  2 
99 
15.3 


-33  53.4 

NM  69.4 

NM  149.5 

6  443.8 


Grace  (W.  R.) 
Great  Lakes  Chemical 
Grow  Group  (6) 
Hercules 


GRA  135.0  4  39706  40  3227.4  41  4408.4  2  129.7  3.1  221.2  15  61.0 

GLK  55.2  18  7878.9  19  6564.9  23  1792.0  20  256.0  3.1  415.0  15  13.3 

GRO  4.4  2  2196.5  47  2214.9  47  365.5  -2  182.7  1.2  18.1  27  24.3 

HPC  761  8  5405.2  34  4587.9  36  2773.4  -3  196.9  2.7  305.3  19  24.9 


Indspec  Chemical  (3)  2  2 

International  Flavors  &  Fragrances  IFF  75  3 

International  Specialty  Products  ISP  212 

Lawter  International  [AW  4  4 


-4  5942.6  31  5736.3  28  98.5 

6  17221.5  4  14965.2  5  1188.6 

0  88333  15  8172.7  13  548  3 

8  8236.5  17  7988.1  14  172.2 


12  269.1  2.2 

6  2719  6.3 

-4  228.4  3.9 

3  320.8  26 


0.7 
323.8 
49.8 
29.5 


NM  330.0 

15  23.3 

-42  42.6 

-19  15.0 


LeaRonal  (2) 
Loctite 
Lubrizoi 
MacDermid  (3) 


LRI  2.5  7  4976.0  37  4788.8  34  139.2  8  278.3  18  13.0  16  19.1 

LOC  26.7  2  6754.4  26  6063.2  27  612.6  1  155.0  4  4  91.0  -4  29.3 

LZ  88.5  -3  19184.9  3  16317.3  3  1525.5  -2  330.7  5  8  119.7  -32  74.0 

MACD  5.8  11  7576.5  21  7250.3  20  156.3  8  204.3  3.7  12.3  12  47.0 


Minerals  Technologies 
Mississippi  Chemical  (6) 
Monsanto 

Morton  International  (6) 
Nalco  Chemical 


MTX       161  12  74800  22  7276.2  19  428.3  9  199.2  3.8  43.6  27  36.9 

1.4  -16  1217.1  49  1186.5  49  386.4  15  327.8  0.4  -9.9  NM  NEG 

MTC     626.0  -4  20853.5      2  17030.5  2  7902.0  2  263.2  7.9  729.0  NM  85.9 

Mil       68.6  12  5764.7  32  5340.5  32  2309.8  13  1941  3.0  199.8  -14  34.3 

NLC       50.4  5  7409.6  2  3  73  26.1  18  13  89.4  1  204  3  3.6  249.8  5  20.2 
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CHANGE 

R&D 

CHANGE . 

R&D 

1993 
S  MIL 

rKUrYl 

1992 

% 

1993 
S 

1993 
RANK 

«G. 
1989-93 
S 

fflfb. 

198993 
RANK 

1993 
SMIL 

FROM 
1992 

% 

f:„i'loyee 

S  THOUS. 

K  '/ 

'  r,J  /o 
OF 

SALES 

1993 
SMIL 

rKUM 

1992 

% 

OF 
PROFITS 

ndustries 

NL 

10.0 

-9 

31250 

45 

3093.1 

44 

805.3 

-10 

251.7 

1.2 

-698 

NM 

NEG 

OLN 

41.0 

5 

3296.4 

44 

3532.1 

40 

2423.0 

2 

194.8 

17 

-150.0 

NM 

NEG 

Group 

OMGI 

3.1 

14 

9543.2 

13 

9V.2.2 

12  " 

179,5 

-11 

554.0 

1.7 

23.1 

23 

13.4 

olite  (10) 

PLIT 

13.6 

1 1 

6753  0 

27 

6283.1 

26 

351.8 

11 

174.8 

39 

31.4 

27 

43.2 

tair 

PX 

58.0 

-6 

3459.4 

43 

2814.9 

45 

2438  0 

-6 

145.4 

2.4 

240.0 

45 

242 

iker  Chemical 

QCHM 

11.0 

-1 

10971.2 

9 

10315.1 

9 

195.0 

-8 

193.8 

5.7 

-1.2 

NM 

NEG 

ene 

RXN 

6.6 

4 

5076.2 

35 

4991.8 

33 

429,4 

3 

330.3 

1.5 

-34.2 

NM 

NEG 

m  &  Haas 

ROH 

205.0 

3 

15786.7 

6 

14325.0 

6 

3278.0 

7 

252.4 

6.3 

194.0 

-26 

105.7 

1  Its  (9) 

sen 

7.7 

24 

3855.8 

41 

3217.6 

42 

466.0 

13 

233  4 

1.7 

35.4 

35 

21.8 

1  ls-Resources 

3.2 

9 

2137.3 

48 

1992.3 

48 

326.3 

76 

217.5 

1.0 

11.0 

-53 

29.2 

1  on  Carbide 

UK 

139.0 

-10 

10650.5 

10 

7865.1 

16 

4640.0 

-5 

3555 

3.0 

2430 

48 

57.2 

royal  Chemical  (9) 

32.4 

3 

117818 

8 

11692.8 

8 

907.9 

6 

330.1 

3.6 

-18.3 

NM 

NEG 

CO 

WIT 

49.5 

69 

6064.7 

30 

41097 

38 

21426 

24 

262.5 

2.3 

33.3 

-59 

148.5 

CONGLOMERATES 

/ 

- 

' 

Warn 

]  3USTRY  COMPOSITE 

3432.3 

0 

4776.9 

2994.3 

137770.9 

3 

191.7 

2.5 

11620.2 

35 

29.5 

:  ova  Group 

ACT 

49 

0 

437.5 

14 

437.5 

14 

1241.1 

8 

110.8 

0.4 

-19.5 

NM 

NEG 

edSignal 

ALD 

313.0 

-2 

3622.7 

6 

3733.2 

6 

11827.0 

-2 

136.9 

2.6 

910.0 

30 

34.4 

tec  Industries 

COT 

22.1  ** 

-4 

2207.9 

9 

2039.7 

9 

1334.8 

-2 

133.5 

1.7 

1015 

-5 

21.7 

,  gie  international 

FIGIA 

26.9 

223 

2134,7 

10 

1221.8 

12 

768.6 

-3 

61.0 

35 

-250.6 

NM 

NEG 

neral  Electric 

GE 

12970 

-4 

5842.3 

4 

5233.5 

2 

59827.0 

6 

269  5 

2,2 

6726,0 

6 

19.3 

in 

460.0  ** 

-8 

4693.9 

5 

4799.9 

4 

22762.0 

-1 

232.3 

2,0 

1282.0 

NM 

35.9 

LTV 

15.1 

-2 

888.2 

13 

809.3 

13 

4163.2 

9 

244.9 

04 

550.0 

NM 

2.7 

1(7) 

PLL 

40.0 

15 

6354.9 

2 

4716.2 

5 

687.2 

0 

109.1 

5.8 

1043 

-17 

38.4 

way 

PRY  A 

108 

8 

2252.9 

8 

2312.9 

8 

650.1 

14 

135.4 

1.7 

36.1 

65 

29.9 

imark  International 

PMI 

410 

-1 

17155 

12 

1424.1 

11 

3097.3 

5 

129.6 

1  3 

229  7 

578 

17.9 

ckwell  International  (9) 

ROK 

587.3 

18 

7624.5 

1 

5756.5 

1 

10840.0 

-1 

140.7 

54 

904.1 

16 

650 

edyne 

TDY 

39.2 

-19 

1866.7 

11 

1824.6 

10 

2491.7 

-14 

1 18.7 

16 

1133 

30 

34.6 

<tron 

TXT 

195.0 

13 

3482.1 

7 

3505.5 

7 

90746 

9 

162.0 

2.1 

613.5 

16 

31.8 

arc  (4) 

TRY 

2.0 

-6 

180.3 

15 

115.7 

15 

1058.3 

-2 

95.3 

02 

-39.3 

NM 

NEG 

W 

TRW 

378.0 

-4 

6176.5 

3 

4938.9 

3 

7948.0 

-4 

129.9 

48 

359.0 

3 

105.3 

UCTS 

• 

mmm 

mmm 

iDUSTRY  COMPOSITE 

2322.9 

7 

2294.7 

3198.2 

159969.6 

4 

158.0 

1.5 

13965.2 

-24 

16.6 

i)  APPLIANCES  &  HOME  FURNISHINGS 


-oup  Composite 

290.6 

3 

2290.7 

1864.5 

16101.1 

3 

126.9 

1.8 

615.1 

174 

47.2 

mstrong  World  Industries 

ACK 

59.5 

-1 

2744.2 

3 

2477.9 

3 

2525.4 

-1 

116.5 

2.4 

92  8 

NM 

641 

/namics  Corp.  of  America 

DYA 

1.3 

4 

1  178  9 

7 

870.2 

8 

1013 

-8 

95.4 

1.2 

33 

-27 

38.0 

lirwood 

4.0 

0 

1 142.4 

8 

1060.7 

7 

261.5 

-2 

73.9 

1.5 

-490 

NM 

NEG 

dders  (8) 

FJQ 

22 

-28 

1967.3 

5 

1864.5 

5 

158.6 

-18 

144.2 

14 

-2.3 

NM 

NEG 

sxsteel  Industries  (6) 

FLXS 

1.3 

3 

625.0 

12 

621.5 

177.3 

12 

83.6 

0.7 

9.7 

268 

13.6 

mball  International  (6) 

KBALB 

5.9 

70 

764.9 

9 

585.3 

12 

722.4 

17 

935 

08 

53.3 

-12 

1 1.1 

i-Z-Boy  Chair  (4) 

LZB 

6  2  ** 

13 

710.7 

10 

6581 

9 

684.1 

10 

78.4 

09 

45.3 

14 

13.7 

jggett  &  Piatt 

LEG 

5.0 

0 

384.6 

13 

418.1 

13 

1526.7 

16 

1 174 

0.3 

1410 

33 

3.5 

ival  (6) 

RIVL 

1.5 

19 

681.4 

640.0 

10 

184.5 

13 

83.8 

0,8 

186 

86 

8.1 

oyal  Appliance  Mfg. 

RAM 

2.6  ** 

2 

1692.2 

6 

1377.4 

6 

313.9 

-21 

205.2 

0.8 

-13.0 

NM 

NEG 

>ro  (7) 

TTC 

25.3  ** 

0 

10227.7 

1 

8640.2 

1 

684.3 

6 

276.7 

3.7 

21.4 

NM 

1 18  4 

/hirlpool 

WHR 

1280 

13 

3233  1 

2 

2753.7 

2 

75330 

3 

190.3 

1.7 

391.0 

6 

32.7 

enith  Electronics 

ZE 

478  " 

-14 

21629 

4 

2001.7 

4 

1228.2 

-1 

556 

3.9 

-970 

NM 

NEG 

B)  OTHER  CONSUMER  GOODS 

iroup  Composite 

613.5 

5 

929.2 

1563.5 

89646.8 

4 

135.8 

0.7 

10246.0 

-18 

6.0 

imerican  Brands 

AMB 

39.7 

18 

8706 

6 

628.2 

6 

8287.5 

-6 

181.7 

0.5 

10761 

-23 

3.7 

arry  (R.  G.) 

RGB 

2.8 

-3 

1166.7 

5 

1173  6 

5 

101.2 

-1 

42.2 

2,8 

6.0 

26 

46.8 

oors  (Adolph) 

ACCOB 

130 

5 

2098.1 

4 

2098.8 

4 

1581,8 

2 

255.1 

0,8 

-56.8 

NM 

NEG 

lyde  Athletic  Industries 

HYDEA 

1  4 

i7 

S2*l  2 

1 

2776.6 

1 

103.7 

28 

244,1 

1,3 

7.7 

21 

17,9 

-like  (5) 

NKE 

22.6 

14 

2354.2 

3 

2163.6 

3 

3931.0 

15 

409  5 

0,6 

5945 

14 

3.8 

epsiCo 

PEP 

113  0 

267.1 

7 

3010 

7 

25020.7 

14 

59.2 

0,5 

2422.5 

28 

4.7 

hilip  Morris 

MO 

421.0 

3 

2433.5 

2 

2287.8 

2 

50621.0 

1 

292.6 

0,8 

6196.0 

-28 

6.8 
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CHANGE 
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CHANGE 

R&D 

CHANGE  R: 

1993 
SMIL 

FROM 
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1993 

s 

1993 
RANK 

m.  AVG. 
198993  1989-93 
S  RANK 

)993 
S  MIL 

FROM 
1992 

% 

P£R 
EMPLOYEE 
S  THOUS. 

AS% 
OF 

SALES 

1993 
3  MIL 

FROM  i 
1992 

%  P 

|v)  personal  cake 

154  0 

o 
z 

6 

3601.3 

7 

4401  0 

7 

1 1 5.8 

3.5 

262.0 

46 

Group  Composite 

21 

991.5 

19 

757.1 

20 

1944  5 

9 

104  5 

09 

1376 

-1.3 
-30 

694.6 
5828.2 
3445.3 

M 

1/ 

1643.5 
'?35  0 
5062  0 
32870 

14 
16 

515.7 
1575  5 

21 
25 

150  5 
109.4 

1.5 
1.1 

20.2 
57.6 

236  'Jfy 

540  tQj 

Avon  Products 
Block  Drug  (3) 
Chattem  (11) 

AVP 
BLOCA 
CHTT 

20.7 
20.4 

1.3 

1 

5 

6 
12 

10 

"7)  8 

lor. 

8 

1  HA  7 
1  UO./ 

1  ^ 

-D4.I 

Id  >*n 

Church  &  Dwight 

CHD 

21.2 

1 9 

193175 

1 

13541.7 

1 

5077 

-4  . 
1 

104.0 

5.5 

8.6 
10.7 
1  5 

NMw 
9  ^0/ 

Clorox  (6) 

CLX 

42  4 

1 

9030.8 

4 

A 

4 

1634.2 

6 

347.7 

2.6 

Colgate-Palmolive 

CL 

139  9 

1  1 

4996.4 

7 

/I  901  1 

4/7  1  1 

7 

7141  3 

2 

255.0 

2.0 

863.7 

Del  Laboratories 

DLI 

40 

16 

36593 

10 

1 1  SA  A 
O  1  JO  O 

1  9 

166  5 

16 

1542 

2.4 

7.0 

29  56. 

bcolab 

ECL 

23  8 

1 7 

31 34  1 

13 

9  1  70  Q 

z  \  /  y.o 

1  A 

1  o 

1041  5 

4 

137.3 

2.3 

109.3 

19  21. 

Gillette 

G 

133.1 

8 

3985.0 

9 

3495.1 

9 

5410.8 

5 

162.0 

2.5 

682.7 

-18  19. 

Helene  Curtis  Industries  (2) 

HC 

22.0 

18 

6280.9 

5 

5324.7 

5 

1167.8 

15 

333.7 

19 

40.5 

14  54. 

Maybelline 

MAY 

44 

13 

2553.7 

15 

2455.1 

14 

347.2 

13 

201.5 

1.3 

359 

NM  12. 

Neutrogena  (10) 

NGNA 

3.0 

19 

35831 

11 

28921 

13 

281.7 

5 

334.6 

1.1 

40.2 

6  7. 

Procter  &  Gamble  (6) 

PG 

956.0 

1 1 

9236  7 

3 

82914 

3 

30433.0 

4 

2940 

3.1 

349.0 

-88  273. 

St.  Ives  Laboratories 

SWIS 

1  3 

15 

2542.7 

16 

2382.1 

15 

165.9 

1 1 

3297 

08 

44 

-39  29. 

Stepan 

SCL 

126 

11 

9687.4 

2 

8671.0 

2 

438  8 

1 

3370 

29 

19.6 

13  64. 

Sybron  Chemicals 

SYCM 

2.9 

1 

41422 

8 

4141.5 

8 

136.0 

-4 

195.4 

2.1 

12.0 

-8  24 

Tambrands 

TMB 

9.9 

-16 

2744.7 

14 

3226.4 

1 1 

6115 

-11 

169.9 

1.6 

1187 

-38  8. 

INDUSTRY  COMPOSITE 

154.0 

7 

1347.2 

1986.0 

17174.3 

6 

150.3 

0.9 

187.3 

-81 

82.; 

Ball 

BLL 

15.7 

8 

1125.1 

9 

1142.4 

9 

2440.9 

12 

174.9 

0.6 

-501 

NM 

NEC 

Bemis 

BMS 

14.1 

-12 

1861.7 

8 

1837.0 

8 

1203  5 

2 

159.1 

1.2 

76.7 

-18 

18; 

Continental  Can 

CAN 

129 

-12 

3465  0 

2 

40271 

1 

481.8 

-6 

129.8 

2.7 

1.7 

-51 

739^ 

Crown  Cork  &  Seal 

CCK 

23.3  ** 

40 

1096  3 

10 

940.7 

10 

4162.6 

10 

195.9 

0.6 

284.8 

9 

s: 

Liqui-Box 

LIQB 

2.0 

31 

2248.6 

7 

2518.4 

5 

1301 

12 

1497 

15 

216 

15 

9C 

Nashua 

NSH 

127 

7 

31623 

4 

2323.5 

7 

555.7 

1 

1385 

2.3 

-31.4 

NM 

NEC 

Owens-Illinois 

Ol 

23.1 

1 

799.3 

12 

5911 

13 

3535.0 

4 

1223 

0.7 

-294.5 

NM 

NEC 

Paragon  Trade  Brands 

PTB 

60 

-9 

3538  2 

1 

3538.2 

2 

16 

331.1 

1.1 

48.4 

42 

124 

Playtex  Products 

PYX 

5.5 

8 

3437.5 

3 

3305.0 

3 

4099 

7 

256.2 

1.3 

-122.8 

NM 

NEC 

Riverwood  International 

RVW 

8.8  ** 

52 

10319 

1 1 

673.3 

12 

1120.4 

0 

131.8 

0.8 

1.2 

-98 

'32  7 

Sealright 

SRCO 

5.7 

8 

2943.7 

6 

2943.1 

4 

275.7 

5 

1423 

2.1 

19.1 

-29 

29.8 

Sonoco  Products 

SONO 

12.9 

10 

783.1 

13 

831.3 

1 1 

19472 

6 

118.2 

0.7 

194.0 

46 

6.6 

West 

WST 

11.4  " 

3 

2984.3 

5 

2431.6 

6 

348.7 

3 

913 

3.3 

385 

8 

29.6 

7  1  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

8504.5 

8 

7060.7 

9524.0 

154835.4 

12 

128.4 

5.5 

14324.7 

54 

59.4 

(A)  ELECTRICAL  PRODUCTS 

Group  Composite 

865.7 

6 

2705.6 

3403.1 

35090.8 

3 

109.7 

2.5 

2156.2 

-24 

40.1 

Acme  Electric  (6) 

ACE 

5.8  ** 

2 

8224.3 

3 

7279.1 

3 

758 

4 

108.3 

76 

-1.0 

NM 

negP 

American  Power  Conversion 

APCC 

7.1 

45 

78162 

4 

6282.4 

4 

250.3 

59 

273.8 

2.9 

759 

76 

9.4| 

Ametek 

AME 

15.1 

3 

2516.7 

19 

2334.8 

18 

732.2 

-5 

122.0 

2.1 

-11.2 

NM 

neg! 

Baldor  Electric 

BEZ 

129 

14 

4158.6 

10 

3465.4 

10 

356.6 

12 

115  0 

3.6 

32.4 

30 

39  9| 

Best  Power  Technology 

BPVI 

7.3 

13 

8596.9 

2 

8339.1 

2 

1326 

12 

1568 

5.5 

17.2 

19 

42  2| 

Coleman 

CLI  1 

3.5 

13 

1061  7 

28 

1068.8 

27 

578.8 

14 

176.7 

0.6 

595 

22 

5  8  8 

Computer  Products 

CPRD 

94 

5 

6084.0 

5 

4616.7 

8 

123.8 

8 

800 

7.6 

1.0 

-72 

940.31 

Cooper  Industries 

CBE 

42.1 

0 

850.5 

29 

828.3 

29 

6252.6 

2 

126.3 

0.7 

625.4 

8 

67I 

Emerson  Electric  (9) 

EMR 

272.4 

11 

3804.5 

11 

3385.7 

11 

8173.8 

6 

114.2 

3.3 

11120 

7 

24, 5l 

Exide  Electronics  Group  (9) 

XUPS 

8.3 

9 

59036 

6 

57184 

5 

2819 

32 

201.4 

2.9 

14.3 

77 

577| 

Franklin  Electric 

FEIE 

4.0 

68 

1988.0 

23 

1259.1 

25 

206.4 

4 

103.2 

1.9 

22.9 

1 

174§ 

Genlyte  Group 

GLYT 

36 

2 

1200  3 

27 

11836 

26 

429.1 

1 

144  3 

0.8 

60 

NM 

593§ 

Holophane 

HLPH 

49 

-3 

47215 

9 

48190 

6 

138  8 

7 

132.8 

3.6 

7.7 

101 

64  5| 

Hubbell 

HUB.B 

154  ** 

12 

2616.8 

18 

2506.5 

15 

8324 

6 

141.4 

19 

81.5 

-38 

18  9  I 

Joslyn 

JOSL 

6.2 

24 

3061.7 

15 

2466.9 

16 

2177 

0 

1075 

28 

228 

2 

27.2  1 

Juno  Lighting  (11) 

JUNO 

2.7 

78 

3083.7 

14 

2988.8 

14 

109.1 

1  i 

126.9 

2.4 

28.5 

22 

93| 

Kollmorgen 

KOI 

9.3 

-12 

5625.3 

8 

4735.9 

7 

185.5 

-5 

111.8 

5.0 

39 

NM 

239.2  I 

Lamson  &  Sessions 

IMS 

3.3 

0 

1772.3 

24 

1545.3 

24 

301.5 

6 

161.9 

1.1 

-5.8 

NM 

NEG1 

Littelfuse 

LFUS 

48 

26 

2428.3 

20 

2207.4 

19 

1607 

7 

81.2 

3.0 

142 

274 

33.8  1 

MagneTek  (6) 

MAG 

23.8 

35 

1352.3 

26 

878.5 

28 

15122 

23 

85.9 

1.6 

45.6 

-13 

52.2  I 
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It's  quite  a  ride. 

The  trip  to  open  computing  is  often  described  as  traveling  through 
permanent  white  water.  It  demands  an  experienced  guide. 

Namely,  Sequent"  Computer  Systems.  We're  the  clear  market  leader 
in  large  scale  open  systems.  (A  fact  confirmed  by  InfoCorp.) 

For  Sequent,  the  trip  starts  with  an  enterprise  architecture  plan 
that  links  business  goals  and  computing  systems,  preserves  current 
investment,  and  determines  a  series  of  short,  manageable  steps  to  get 
your  safe  passage  to  open  computing  underway. 

Again  and  again,  we've  helped  companies  successfully  re-engineer 
entire  computing  enterprises.  Because  everyone  at  Sequent  is  commit- 
ted to  the  complete  success  of  every  project,  and  empowered  to  deliver 
it.  Not  just  for  our  own  products,  but  for  everything  in  the  system, 
hardware  and  software,  no  matter 
who  the  vendor  may  be. 

So  even  though  there  may  be 
no  way  to  avoid  the  white  water, 
we  can  help  make  it  a  safe  trip. 


SEQUEHT 

Our  Business  Is  Your  Success 


for  Safe  passage  to  Open  Computing,  Call  1-800-237-8733. 


1 

■ 

1 

COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R& 

FROM 

m. 

m. 

FROM 

PER 

AS% 

FROM 

AS 

1993 

1992 

1993 

1993 

1989-93 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

0 

S  MIL 

% 

S 

RANK 

S 

RANK 

'  S  MIL 

% 

S  THOUS. 

SALES 

S  MIL 

% 

PRO 

Powell  Industries  (10) 

POWL 

2.0 

2 

2726.5 

17 

1925.9 

21 

138.1 

1 

185.1 

1.5 

6.3 

-47 

37 

Raychem  (6) 

RYC 

129.0 

-8 

11974.7 

1 

11654.9 

1 

1385.7 

6 

128.6 

9.3 

39.6 

90 

325 

Reliance  Electric 

REE 

430 

8 

31168 

13 

2431.1 

17 

1608.0 

4 

116.6 

2.7 

65.0 

-24 

6c 

Robbins  &  Myers  (8) 

ROBN 

1.3 

7 

2048.8 

22 

1885.0 

22 

85.1 

13 

138.3 

1.5 

9.7 

-1 

12 

Thomas  &  Belts 

TNB 

22.6 

8 

2820.5 

16 

3243.4 

12 

1075.9 

2 

134.5 

2.1 

78.4 

12 

28 

Thomas  Industries 

Til 

12.4  * 

0 

3667.0 

12 

3194.1 

13 

450.1 

7 

132.8 

2.8 

7.8 

NM 

159 

Westinghouse  Electric 

WX 

173.0 

7 

17019 

25 

16458 

23 

8875.0 

-4 

873 

2.0 

-2360 

NM 

NE 

Woodhead  Industries  (9) 

WDHD 

2.1  * 

3 

2222.8 

21 

2184.0 

20 

89.9 

13 

949 

2.3 

9.5 

23 

22 

Woodward  Governor  (9) 

WGOV 

18  5 

16 

56679 

7 

4239.4 

9 

331.2 

-12 

101.5 

5.6 

23.1 

-30 

8C 

Id)  ELECTRONICS 

Oroup  Composite 

JUB4.U 

4 

7667.5 

6631.0 

3O0  1  B.Z 

1  o 

1 1 

1 40.1 

5.5 

4724.9 

1 10 

65. 

AEL  Industries  (2) 

AELNA 

2.5 

44 

1958.5 

30 

1478.2 

29 

1 13.1 

-19 

88.6 

2.2 

-2.0 

NM 

NE1 

Allen  Group 

ALN 

6.7 

120 

26776 

28 

1100.9 

31 

280.0 

32 

112.0 

2.4 

33.0 

29 

20 

Ampex 

AMPX 

26.3 

-37 

24764  6 

2 

1922/./ 

4 

169  7 

-29 

159.8 

15.5 

-296.3 

NM 

NE' 

Andrew  (9) 

ANDW 

22.0 

9 

7527.7 

1 1 

6635.1 

1 2 

430.8 

-3 

147.3 

5.1 

43.6 

9 

50 

Aydin 

AYD 

4  8 

-9 

3678.5 

26 

3468.3 

23 

141.5 

-3 

1088 

3.4 

-7.3 

NM 

NE< 

California  Microwave  (6) 

CMIC 

8.2 

64 

60916 

16 

3436.0 

24 

2672 

34 

197.5 

3.1 

15.9 

99 

51. 

Checkpoint  Systems 

CKP 

5.4 

20 

39473 

23 

3974.3 

19 

93.0 

29 

68.1 

5.8 

2.1 

-58 

260. 

Cobra  Electronics 

COBR 

1.0  * 

*  -29 

6849  3 

15 

5575.2 

1 5 

98.8 

-16 

6770 

1.0 

-4.4 

NM 

NE< 

Compression  Labs 

CLIX 

1 1.3 

38 

25926.3 

1 

17877.3 

5 

141.3 

31 

325.6 

8.0 

-3.5 

NM 

NE< 

Digital  Microwave  (3) 

DMIC 

10  1 

-22 

21737.1 

4 

20966.2 

2 

107.9 

20 

232.6 

9.3 

-6.7 

NM 

NE( 

EDO 

EDO 

6.0 

14 

57507 

1  7 

3683.8 

21 

104.1 

-17 

99.1 

5.8 

-14.2 

NM 

NEC 

Electromagnetic  Sciences 

ELMG 

8  2 

8 

9058  9 

10 

8802.6 

8 

99.0 

38 

1 10.0 

8.2 

2.4 

1 7 

34  3 

General  Instrument 

GIC 

73.7 

27 

73011 

14 

6330.5 

13 

1392.5 

30 

137.9 

5.3 

113.9 

NM 

64. 

GM-Hughes  Electronics 

GMH 

612.1 

-10 

7339  3 

3 

68430 

1 1 

13450.2 

10 

161.3 

4.6 

1494.2 

NM 

41.1 

Harmon  Industries 

HRMN 

3.4 

-3 

3867.4 

24 

4324.3 

17 

993 

21 

111.6 

3.5 

11.1 

57 

31. 

Harris  (6) 

H  P  S 

1 20  6 

-1 

4261  5 

21 

40574 

1 8 

3099,1 

3 

109.5 

3.9 

169.8 

36 

71. ( 

Itron 

ITRI 

12  4 

26 

20741.7 

5 

20741.7 

3 

88.6 

31 

1477 

14.0 

7.4 

676 

168.1 

Knogo  (2) 

KNO 

3.5 

14 

4517.3 

19 

35476 

22 

94  4 

17 

1208 

3.7 

3.6 

NM 

98.; 

Litton  Industries  (7) 

LIT 

53.5 

-30 

1656.3 

3 1 

2885  4 

28 

3474.2 

-6 

1076 

1.5 

1444 

0 

37. 

Loral (3) 

LOR 

124.7 

1 

5090.5 

18 

5508.8 

1 6 

3335.4 

16 

1 36  1 

3.7 

256  2 

7 

48.] 

Lowrance  Electronics  (7) 

LEIX 

2.7 

76 

3694  1 

25 

3202.8 

25 

79.6 

16 

1092 

3  4 

44 

64 

60<  I 

Microdyne  (9) 

MCDY 

A  2 

7 

9481  8 

8 

5739.6 

14 

78.2 

8 

177.7 

5.3 

-0.5 

NM 

NEC 

Mosler  (6) 

2.1 

7 

NA 

[  IR 

NA 

1  IR 

210.6 

3 

NA 

1.0 

-4.1 

NM 

NEC 

Motorola 

MOT 

1521  0 

]  6 

1 2675 ( ) 

6 

10519.5 

6 

16963.0 

28 

141.4 

9.0 

1  dzdXJ 

y  i 

yy,/ 

Qualcomm  (9) 

QCOM 

27.4 

9 

23076.6 

3 

29595.7 

1 

168.7 

57 

1420 

16.3 

13.1 

NM 

209.C. 

Radiation  Systems  (6) 

RADS 

20 

19 

20162 

29 

1171.1 

30 

121.8 

-4 

123.4 

1.6 

15.6 

-8 

12.1 

Raytheon 

RTN 

279.4 

-4 

43801 

20 

3966.9 

20 

9201.2 

2 

144.2 

3.0 

1047.3 

10 

26.7 

Sensormatic  Electronics  (6) 

SRM 

1 19 

25 

29750 

27 

2975.0 

26 

487.3 

57 

1218 

2.4 

72.0 

75 

16.5 

Stanford  Telecommunications  (3) 

STII 

69 

-12 

7484  8 

1  2 

8010.2 

10 

92.8 

-2 

100.5 

75 

1.9 

-63 

365  7 

Tech-Sym 

rsy 

7.3 

20 

4174  4 

22 

2958.1 

2  7 

184.3 

3 

105.7 

3.9 

16.5 

63 

44.1 

United  Industrial 

UIC 

1  5 

-42 

6600 

32 

1025.1 

32 

253.0 

1 

1100 

06 

-20.2 

NM 

NEG 

Varian  Associates  (9) 

VAR 

73.9 

-4 

9478  5 

9 

8471.8 

j 

13110 

2 

168.1 

5.6 

73.9 

18 

1001 

Watkins-Johnson 

WJ 

27.2 

0 

11365.3 

7 

9227.9 

7 

286.3 

8 

119  8 

9.5 

16.8 

134 

161.2 

Group  Composite 

1310.9 

6 

6443.1 

8723.0 

24276.2 

7 

1 19.3 

5.4 

1 1 12.9 

-19 

1 17.8 

Analogic  (7) 

ALOG 

26  9 

17 

25332.1 

2 

18213.6 

3 

173  6 

20 

1637 

15.5 

18.6 

39 

144.7 

Autoclave  Engineers  (5) 

ACLV 

1  8 

2 

25511 

3  5 

2922.9 

32 

773 

4 

111.2 

2.3 

0.7 

-66 

261.1 

Badger  Meter 

BMI 

3  6 

-12 

4320.3 

31 

4428.8 

30 

84.5 

3 

100.2 

4.3 

3.3 

185 

110.2 

Beckman  Instruments 

BEC 

93.3  * 

9 

141772 

1 

1 1937.1 

12 

875.7 

-4 

133.1 

10.7 

-53.9 

NM 

NEG 

BEI  Electronics  (9) 

BEII 

5.7  * 

*  2 

42781 

32 

40310 

31 

146.7 

-6 

1094 

3.9 

5.6 

-50 

103.0 

Bio-Rad  Laboratories 

BIO.A 

342 

-  1 

14554.9 

10 

12057.1 

1 1 

328.6 

-1 

1398 

10.4 

4.7 

-83 

731.2 

Coherent  (9) 

COHR 

21.7 

1 

17809.4 

4 

15691.2 

7 

196.9 

2 

161  8 

1 1.0 

13.9 

53 

156.3 

Cohu 

COH 

5.5 

49 

9706.4 

16 

5214.7 

25 

753 

38 

133.9 

7.2 

1 1.0 

91 

49.5 

Cubic  (9) 

CUB 

3.6 

-5 

1844.6 

38 

1379.5 

38 

2214 

-7 

113  6 

1.6 

1.8 

-66 

204.4 

Daniel  Industries  (9) 

DAN 

5  3 

-2 

3562.0 

33 

2120.3 

35 

180  2 

-14 

1202 

3.0 

8.1 

-38 

66.1 

Dionex  (6) 

DNEX 

93 

13 

14684.0 

9 

12766.8 

10 

105.6 

10 

166.8 

8.8 

249 

11 

374 

ESCO  Electronics  (9) 

ESE 

12.3 

7 

2670.0 

34 

2409.3 

34 

459.7 

13 

999 

2.7 

6.4 

224 

192.2 

Fischer  &  Porter 

FP 

11.0 

-1  1 

51955 

29 

5027.0 

28 

221.6 

-4 

104.9 

5.0 

1.2 

-78 

878.5 
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1 


body  has  a  longer  walk  to  school. 


•oud  to  sponsor  the  1994 
Western  Open,  benefitting  the  Evans 
Scholarship  Foundation  This  year, 
because  of  the  Evans  Scholarship,  over 
800  caddies  from  across  the  country  will 
get  where  they  want  to  go.  To  college. 


Don't  miss  the  oldest  event  on  the  PGA  Tour.  The  Motorola  Western  Open  can  be  seen  on  USA  Network  Thursday, 
June  30  and  Friday,  July  1,4:00 -6:00  p. m  EDT,  and  on  CBS  TV  Saturday,  July  2  and  Sunday,  July  3,4:00-6:00  pm  EDT. 


)  and  Motorola  are  trademarks  of  Motorola,  Inc.  ©1994  Motorola,  Inc. 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS  % 

FROM 

AS  % 

1993 

1992 

1993 

1993 

1989-93 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

OF 

S  MIL 

% 

s 

RANK 

S 

RANK 

S  MIL 

% 

S  THOUS. 

SALES 

SMIL 

% 

PROFITS 

t 

I 

Fluke  (4) 

fit 

21.4 

2 

10074.7 

15 

94100 

15 

271.8 

13 

127.7 

79 

21.2 

516 

101.21 

Gelman  Sciences  (7) 

GSC 

4.1 

28 

5004.8 

30 

5054.0 

27 

86.2 

6 

104.2 

48 

4.7 

NM 

87.51 

LioCompJ 

GenRad 

GEN 

153 

-24 

12957.8 

12 

15771.0 

6 

158.7 

11 

134.0 

97 

-43.8 

NM 

NEG 

M 

Hach  (4) 

HACH 

5  8 

16 

639 

27 

5629  0 

24 

94.0 

1 ' 

104.4 

6.1 

13.3 

10 

43.2; 

pool  Semes' 

Honeywell 

HON 

337.4 

8 

6451.2 

25 

5159.8 

26 

5963.0 

-4 

114.0 

5.7 

478.5 

-25 

70.5 

Imo  Industries 

IMD 

1 1  3 

-6 

1743  4 

39 

1799  4 

36 

641.7 

-13 

987 

1.8 

-24.0 

NM 

NEG 

m : 

Instron 

ISN 

7.2 

-10 

64484 

26 

71708 

20 

122  8 

6 

109.3 

5.9 

3.9 

-31 

1367 

T 

Johnson  Controls  (9) 

JCI 

95.0 

44 

1896  2 

37 

14856 

37 

6181  7 

20 

123.4 

1.5 

250.7 

10 

379 

■Systems  !6| 

K-Tron  International 

KTil 

49 

3 

6820.4 

23 

6171.9 

22 

1077 

-9 

148.7 

4,6 

-1.8 

NM 

NEG 

Wi 

Keithley  Instruments  (9) 

KEI 

10.3 

-10 

16486.4 

5 

15929.3 

5 

911 

-4 

145.8 

11.3 

5.5 

NM 

186.3 

Ln  Semicood 

KLA  Instruments  (6) 

KLAC 

15.3 

-29 

15300.0 

8 

17750  3 

4 

167.2 

7 

1672 

9.1 

9.3 

NM 

164.9 

LTX  (7) 

LTXX 

19.7  ** 

-10 

212301 

3 

236555 

2 

172.9 

16 

185.9 

1 1.4 

-6.9 

NM 

NEG 

pu|S| 

Measurex  (11) 

MX 

21.1 

3 

93982 

19 

8617.0 

17 

254.0 

1 

1129 

8.3 

12.7 

656 

166.8 

Lcitl  Techno 

Millipore 

MIL 

35  0 

6 

9539.3 

17 

10036.6 

13 

445.4 

4 

1216 

7.8 

63.2 

38 

55.3 

Us  Inslrumenl 

Moore  Products 

MORP 

9.5 

-3 

82537 

21 

7331  3 

19 

88.1 

-9 

76.8 

10.8 

-5.9 

NM 

NEGi 

Likfetsys 

MTS  Systems  (9) 

MTSC 

13.7 

37 

9465.8 

18 

7559.7 

18 

189.5 

18 

1310 

72 

14.9 

132 

91.7 

Lie  (I) 

Newport 

NEWP 

4.8 

-21 

77108 

22 

8751.7 

16 

841 

-4 

1359 

5.7 

-3  2 

NM 

NEG 

Oak  Industries 

OAK 

3.3 

146 

1276  7 

41 

6596 

41 

219.6 

53 

83.8 

1.5 

263 

200 

12.7 

Llrtrttdi] 

Optical  Coating  Laboratory  (10) 

OCLI 

5.9 

-28 

5353.2 

28 

6017.0 

23 

123.0 

7 

111.1 

4.8 

-8.0 

NM 

NEG 

STechnotogy 

Perkin-Elmer  (6) 

PKN 

83.8  ** 

3 

12775  7 

13 

NA 

NR 

1011.3 

NA 

154.1 

8.3 

43.9 

NA 

190.9 

: 

Signal  Technology 

STCX 

24 

81 

24247 

36 

2424.7 

33 

97.1 

19 

974 

2.5 

7.9 

31 

30.6 

W) 

Sparton  (6) 

SPA 

3.4 

26 

14591 

40 

10575 

39 

233.1 

-5 

101.3 

14 

106 

-10 

31.5 

k 

Tektronix  (5) 

TEK 

157.1 

-7 

15962.2 

6 

14263.1 

9 

1302.4 

0 

1324 

12.1 

-99.1 

NM 

NEG 

K 

Teradyne 

TER 

62.4  ** 

1 

1558V 0 

7 

14792.0 

8 

554.7 

138.7 

11.2 

51.3 

97 

121.5 

n 

Thermedics 

TMD 

6.4 

44 

1 1613.7 

14 

9634  9 

14 

80.2 

75 

1448 

8.0 

116 

158 

55.2 

Thermo  Electron 

TMO 

589 

52 

6698.1 

24 

4633  3 

29 

1246.6 

32 

141.7 

4.7 

131.1 

29 

45.0 

pISfflCC 

Thermo  Instrument  Systems 

Tr 

34  5 

32 

8556.9 

20 

6934.4 

21 

584.2 

38 

1448 

5.9 

78.9 

38 

43.8 

eicon  Cry* 

Tracor 

TTRR 

35 

24 

3975 

42 

7131 

40 

4075 

56 

458 

09 

15.5 

110 

22.9 

r<e: 

Trimble  Navigation 

TRMB 

23.1 

-19 

27728.3 

1 

32867.1 

1 

149.5 

17 

179.7 

15.4 

4.2 

NM 

548.8 

(D)  SEMICONDUCTORS 

Group  Composite 


3243.9      14  11634.2 


15808.6 


38950.2    24    139.7    8.3      6330.6    122  51.2 


Advanced  Micro  Devices 

Altera 

AMP 

Amphenol 


AMD  262.8 

ALTR  16  8 

AMP  258.0 

APH  14.3  ' 


15  21791.2 

6  319677 

-5  9591.1 

4  2724.5 


18  18583  4  17 

11  318875  10 

30  10408.9  26 

41  25501  42 


1648.3 
1403 

3450.6 
6040 


9  136.7  15.9 

38  2662  12.0 

3  128.3  7.5 

32  114  8  2.4 


317.8 
31.4 

485.9 
38.1 


17  82.7fCiiteratior, 

74  5: 

I  53.1 

235  37.6 


Analog  Devices  (10) 

Atmel 

Augat 

Brooktree  (9) 


ADI  94.1 

ATML  25.6 

AUG  19  0  : 

BTRE  22.9 


7  17756.0 

40  19955.5 

0  4418.6 

21  40472.7 


21  15827.8  22 

20  18564  6  18 

38  4397.7  36 

8  34536.7  9 


666.3 
221.7 

420.3 
1 1 1.3 


17  1257  14.1 

59  173.0  11.5 

16  977  4  5 

21  196.4  206 


55.5 
44.8 
23.6 
45.3 


193  169.5 

125  57.1 

142  80.5 

166  50.6 


Burr-Brown 

Chips  &  Technologies  (6) 

as 

Cypress  Semiconductor 


BBRC  19.8 

CHPS  22.6 

CTS  5  7 

CY  498 


9  13168.0 
-51  79975.2 
-6  1436.0 
-23  39459.6 


25  124287  24 

1  74952.3  1 

47  1073  2  48 

9  375909  7 


168.6 
979 
237.0 
304.5 


3  1124  11.7 
-31  345  8  23.1 

4  596  24 
12  241.3  16.4 


4.5 
-49.1 
10.3 
12.6 


164 

NM  NEG 

169  55.6 

NM  396.3 


Cyrix 

Dallas  Semiconductor 
Diceon  Electronics  (9) 
Exar  (3) 


CYRX  15.7 

DS  19.4 

DICN  2.3 

EXAR  114 


89  68694.3 

17  25938.5 

-20  2026.4 

6  22983.9 


2  56839  0  3 

13  23163  5  13 

42  13171  46 

16  171299  20 


125.1 
156.9 
99.3 
1461 


72  546.3  12.6 

31  209.7  12  4 

-2  87.4  2.3 

5  294.5  7.8 


30.4 
397 
-16.3 
21.1 


124  51.8 

37  48.9 

NM  NEG 

24  54.0 


GTI 
Insilco 

Integrated  Device  Technology  (3) 
Intel 


GGTI  3  9  ' 

INSL  12 

IDTI  535 

INTC  970.0 


14  5801 

-15  2213 

3  221462 

24  32881.3 


50  5915  51 

52  238.5  52 

17  214752  14 

10  253361  12 


127.6 
6151 
236.3 
8782.0 


22  18  8  31 

6  116.1  0  2 

17  979  22.6 

50  2977  1 1.0 


18.4 
-45.5 
6.3 
3530.0 


38  21.5 

NM  NEG 

NM  851.6 

125  27.5 


International  Rectifier  (6) 
Jabil  Circuit  (8) 
Kemet  (3) 

Lattice  Semiconductor  (3) 


IRF  14.1 

JBIL  1.7 

KMET  8.5 

LSCC  16  5 


50  4741.8 

86  1668.0 

6  1175.4 

32  47228.6 


7  3236.7  40 
5  1448.0  45 

8  1195  5  47 
4  402804  6 


281.7 
334.7 
3477 
103.4 


6  94.9  50 

93  335.7  0.5 

18  48  3  2.4 

46  2954  160 


-26 
13.4 
20.9 
252 


NM  NEG 

169  12.4 

NM  40.5 

60  65.6 


Linear  Technology  (6) 
LSI  Logic 

Maxim  Integrated  Products  (6) 
Methode  Electronics  (4) 
Microchip  Technology  (3) 


LLTC  14  8 

LSI  790 

MXIM  16.4 

METHA  89 

MCHP  9.1 


20  16941.5 

0  23440.6 

25  20430.3 

16  4228  6 

12  8763.5 


23  13983  4  23 

15  186682  16 

19  18334.6  19 

39  38972  37 

32  8763.5  29 


150.9 
7188 
110.2 
172.0 
88.7 


26  173.0  98 
16  213.3  11.0 

27  1370  149 
16  819  5.2 
21  852  10.3 


55.7 
80.7 
266 
22.5 
4.6 


45 
NM 
26 
66 
751 


26.5 
979 
61.8 
39.4 
200.1 
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)MPANY 

R&D  EXPENSES 



SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AkfG. 

FROM 

PER 

AS% 

FROM 

AS% 

1993 

1992 

1993 

1993 

1989-93 

198993 

1993 

1992 

FMPI OYFF 

Hill  L\Jl  LL 

OF 

1993 

.  1992 

OF 

S  MIL 

X 

S 

RANK 

5 

RANK 

S  MIL 

% 

S  THOUS. 

SALES 

S  MIL 

% 

PROFITS 

:ron  Technology  (8) 

MU 

57.3 

20 

1 1698.6 

27 

9661.1 

27 

828.3 

64 

169.0 

6.9 

162.6 

NM 

35.3 

:ronics  Computers  (9) 

MCRN 

64 

_a 

0 

O ArX~7r)  A 
z4j/z.O 

14 

28354.8 

11 

182.2 

l  c 

1  0 

AOO  ft 

oy/.o 

3.5 

1  A  9 
1  o.z 

zo 

39.7 

■lex  (6) 

MOLX 

53.4 

18 

6963.9 

35 

5602.2 

35 

859.3 

112.0 

6.2 

133.5 

14 

40.0 

Honal  Semiconductor  (5} 

NSM 

202.3 

5 

8645.3 

34 

7662.9 

33 

2013.7 

17 

86.1 

10.0 

149.9 

NM 

135.0 

-- 

ti 

OPTI 

6.5 

6 

45062.1 

5 

jzozU.Z 

4 

85.3 

-13 

588.0 

7.7 

14.9 

1 

43.7 

3d-Rite  (9) 

RDRT 

15.4 

A  ^ 
4j 

1  A  7A  Q 
1  4/U.O 

46 

1785.5 

43 

482.4 

OA 

AA  O 
40. Z 

3.2 

-1  0 
i  ,y 

K\KA 
INIVl 

NEG 

jers 

ROG 

6.7 

-18 

6107.8 

36 

3583.3 

39 

123.2 

-29 

111.6 

5.5 

6.7 

NM 

100.4 

Systems  (6) 

SCIS 

31.4  * 

-7 

2904  3 

40 

3681.1 

38 

16971 

62 

157.0 

1.9 

37.4 

NM 

83.9 

- 

;ldahl  (8) 

SHEL 

1.9 

-1 1 

2003  1 

43 

1 672  6 

44 

82.1 

-2 

85.3 

2.4 

1.5 

558 

129.7 

rra  Semiconductor 

SERA 

154 

a 

0 

A  A  9  0  "7  D 
44/0/. O 

7 

41226.9 

5 

834 

IU 

OOP  o 

z  jo.y 

18.5 

1  J.Z 

INIVl 

NEG 

conix 

Sill 

13.4 

60 

11037.2 

28 

8819.9 

28 

170.3 

9 

140.6 

7.9 

6.7 

44 

201.0 

ecrron  (8) 

SLR 

3.8 

20 

827.9 

49 

841.6 

49 

836.3 

106 

184.0 

0.5 

48.6 

101 

77 

iward  Technologies  (6) 

SUNT 

4.5  * 

*  25 

1745.0 

44 

261 7.4 

41 

117.3 

56 

45.4 

3  8 

1 1.7 

180 

386 

;as  Instruments 

TXN 

590.0 

OA 
ZO 

OOOl  o 

yyy  i.y 

29 

8130.9 

31 

8523.0 

1 4 

1  A  A  9 

1 44. o 

6.9 

AOA  C\ 

oyo.u 

BO 

oy 

84  8 

lent  Microsystems  (6) 

TRID 

6.8 

20 

55065.0 

3 

57516.6 

2 

77.7 

15 

631.9 

8.7 

15.9 

-14 

42.6 

itrode  ( 1 ) 

UTR 

8.1 

27 

11946.7 

26 

7650.3 

34 

86.9 

-1 

128.8 

9.3 

12.8 

41 

62.8 

- 

or 

VICR 

6.0 

39 

9174.5 

31 

7694.9 

32 

84.0 

32 

127.5 

7.2 

24.2 

26 

25.0 

hay  Intertechnology 

VSH 

71 

-1 

4998 

51 

6709 

50 

8563 

29 

60.3 

0.8 

50.9 

34 

13.9 

51  Technology 

VLSI 

84.6 

21 

31826.2 

12 

16796.4 

21 

515  9 

20 

194.0 

16.4 

20.5 

NM 

412.2 

or 

XICO 

12.8 

-43 

17695.6 

22 

20023.8 

15 

104.4 

12 

143.8 

12.3 

-5.8 

NM 

NEG 

1  mx  (3) 

XLNX 

24.3 

38 

44716.9 

6 

37565.2 

8 

178.0 

31 

327.2 

13.7 

436 

29 

55.8 

^9 

71  or 

Od  ft 

28 

14269.2 

24 

10667.8 

ZD 

zUZV 

39 

138.9 

41.8 

66 

AQ  ft 

tec 

ZTEC 

6.9 

-7 

8735.5 

33 

8740.1 

30 

93.3 

2 

117.6 

7.4 

4.4 

NM 

158.0 

1  FOOD  ■ 

DUSTRY  COMPOSITE 

640.8 

6 

1390.8 

2965.2 

80081.8 

4 

176.6 

0.8 

5962.4 

-8 

10.7 

nerican  Crystal  Sugar  (8) 

5.3 

-12 

2632.0 

6 

2632.0 

6 

542.9 

0 

271  4 

1.0 

19.8 

98 

26.6 

nerican  Maize-Products 

AZE.A 

3.9 

24 

1958.7 

9 

16174 

9 

538.5 

-1 

271.2 

0.7 

1.0 

-97 

375.5 

cher  Daniels  Midland  (6) 

ADM 

14  8 

1 

1044.6 

15 

963.4 

14 

98114 

6 

6925 

02 

7460 

-2 

2.0 

rden 

BN 

319 

4 

807.6 

18 

687.6 

18 

5506.3 

-6 

139.4 

0  t, 

-43.4 

NM 

NEG 

impbell  Soup  (7) 

CPB 

68.8 

15 

1466.3 

12 

1207.4 

12 

6586.2 

5 

140.4 

1.0 

528.6 

-34 

13  0 

■ntinental  Baking  Group  (9) 

CBG 

7.3 

-14 

NA 

NR 

NA 

NR 

1997.0 

-1 

NA 

0.4 

522 

-38 

140 

C  International 

CPC 

49.3 

8 

1264.1 

14 

1130.1 

13 

6738.0 

2 

172.8 

0.7 

790  3 

6 

6.2 

ikalb  Genetics  (8) 

SEEDB 

439 

4 

19607.0 

2 

16013.9 

2 

291.5 

-3 

130.2 

151 

0.6 

-96  7316.7 

il  Monte  Foods  (6) 

70 

17 

5000 

20 

500.0 

21 

15550 

9 

1 1 1.1 

0.5 

-1420 

NM 

NEG 

rmland  Industries  (8) 

3.3 

-1 

234.3 

23 

430.2 

22 

4722.9 

38 

335.0 

0.1 

-360 

NM 

NEG 

meral  Mills  (5) 

GIS 

601 

-3 

495.5 

21 

513.4 

20 

81346 

5 

671 

0.7 

844.0 

0 

7.1 

mnaford  Brothers 

HRD 

3.1 

-4 

212.0 

24 

152.5 

24 

2054.9 

-1 

139.8 

0.2 

922 

13 

34 

irshey  Foods 

HSY 

26.2 

8 

1644,7 

1 1 

1551.3 

10 

3488.2 

8 

219.4 

08 

510.9 

27 

5.1 

>rmel  Foods  (10) 

HRL 

69 

19 

639.4 

19 

647.6 

19 

2854.0 

1 

264.3 

0.2 

161.1 

7 

4.3 

iperial  Holly  (3) 

IHK 

3.6 

19 

844.1 

17 

752.1 

16 

647.8 

-6 

152.8 

0.6 

-0.3 

NM 

NEG 

•emotional  Mulhfoods  (2) 

IMC 

2.1 

40 

250.3 

22 

2259 

23 

2224.7 

0 

265.2 

0.1 

-24.9 

NM 

NEG 

;llogg 

K 

39.8 

9 

2464.4 

8 

2284.2 

7 

62954 

2 

3898 

0.6 

1034.1 

-3 

3.8 

cCormick  (11) 

MGCRK 

12.3 

4 

14255 

13 

1362.2 

1 1 

1556  6 

6 

1810 

0.8 

160  2 

8 

7.7 

•nwest  (8) 

PENW 

5.7 

54 

11301.4 

3 

8083.8 

3 

1355 

8 

270.5 

4.2 

76 

-25 

74.1 

sneer  Hi-Bred  International  (8) 

PHYB 

105.2 

14 

21882  7 

1 

17900  0 

1 

1343.4 

6 

279.5 

7.8 

223  3 

-6 

471 

uaker  Oats  (6) 

OAT 

52.4 

1 

2594.1 

7 

2129.8 

8 

5730.6 

3 

283.7 

0.9 

467.6 

1 1 

11.2 

ilston  Purina  Group  (9) 

RAL 

65.0 

-6 

NA 

NR 

NA 

NR 

5915.4 

3 

NA 

501.5 

5 

13.0 

>reckels  Industries  (6) 

SPKL 

2.1 

31 

856.4 

16 

856.4 

15 

334.7 

-8 

136.5 

06 

-27.3 

NM 

NEG 

'Ivan  Foods  Holdings 

SYLN 

1.7 

50 

1846.7 

10 

708.3 

17 

105.3 

-1 

1171 

1.6 

1.9 

-75 

882 

liversal  Foods  (9) 

UFC 

179 

3 

3284.4 

4 

2680.6 

5 

891.6 

1 

163  6 

2.0 

906 

35 

198 

'orthington  Foods 

WFDS 

1.4 

21 

2997.9 

5 

2731.0 

4 

79,3 

4 

167.3 

1  8 

29 

-36 

48.4 

FUEL  I 

JDUSTRY  COMPOSITE 

2660.9 

-3 

4466.7 

3417.5 

343267.8 

-4 

576.2 

0.8 

22125.4 

12 

12.0 

X)  OIL,  GAS  &  COAL 

roup  Composite 

1905.2 

-5 

4384.6 

3459.9 

323583.3 

-4 

744.7 

0.6 

21252.4 

12 

9.0 

moco 

AN 

292.0 

-3 

6304.4 

2 

5919.5 

3 

25336.0 

0 

547.0 

12 

2507.0 

150 

116 

shland  Oil  (9) 

ASH 

140 

-2 

440.7 

14 

414.9 

14 

961 1,4 

0 

302.2 

0.1 

200.3 

NM 

7.0 

tlantic  Richfield 

ARC 

109.0 

22 

4342.6 

6 

4309.8 

7 

17189.0 

-1 

684.8 

0.6 

634.0 

-67 

17.2 

lOREBOARD 
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COMPANY 


R&D  EXPENSES 


SALES 


STOCK  SYMBOL 


CHANGE   

FROM 

1993  1992  1993 
S  MIL      %  S 


PER  EMPLOYEE 


1993 
RANK 


AVG.  AVG. 
1989-93  1989-93 
S  RANK 


CHANGE  R&D 

FROM       PER  AS  % 

1993      1992  EMPLOYEE  OF 

'SMIL      %  STHOUS.  SALES 


PROFITS 


CHANGE 
FROM 

1993  1992  OF 
S  MIL       %  PROFF 


CHV  2060 

XON  593.0 

Fl  122 

KMG  190 


-10  4329.9 

-5  65165 

8  3794  4 

12  32691 


7  4372.0  6 
1  63250  1 

8  31677  8 

9  25615  10 


32123.0  -6  675.2  0.6 

97825.0  -5  1075.0  0.6 

3378.9  1  1048.1  04 

3281.0  -3  564.5  0.6 


24260  -30  8.4-*** 

8302.0  10  7.'Ll?I 

961  378  1 2.Xf a" 

118  0  NM  16.'  fsmtm 


Mobil 

Occidental  Petroleum 
Phillips  Petroleum 
Sun 


MOB  301.0 

OXY  24  0 

P  93.0 

SUN  9,0 


14 

-3 
-25 


4862.7 
1208.5 
4793.8 
620.7 


4  44704  5 
11  931.9  11 

5  5258.9  4 
13  7517  13 


56576.0  -1  914.0  0.5 

81160  -4  408.7  0.3 

12309.0  3  634.5  0.8 

7297.0  -12  503.2  0.1 


4015.0  40 

218.0  -33 

538  0  5  17.: 

453.0  NM       2.(  ^ 


7.1 
IK 

7- 


Texaco 
Unocal 

USX-Marathon  Group 


TX     185  0 
UCL       29  0 
MRO       19  0 


-42 
0 


5689  9 
2130.3 
867.0 


3  6020  8  2 
10  3124.6  9 
12       809  6  12 


33245.0     -7  1022  5  0.6 
72610    -18    533.4  0.4 
10035.0     -6     457.9  0.2 


1189,0     -13  l5.piok«*« 
61 1.0      75  4.; 
-55.0     NM  NEC 


(B)  PETROLEUM  SERVICES 

Group  Composite 


755.7 


5  4688.0 


3363.7 


19684.6      3    122.1  3.8 


872.9 


0  86.6 


Baker  Hughes  (9) 
BJ  Services  (9) 
Digicon  (7) 
Halliburton 


BHI  411 

BJS  6  5 

DGC  42 

HAL  126  5 


-8  2231.9 

34  2472.4 

10  30578 

13  19552 


9  20878  8 

8  21366  7 

6  3242  7  5 

10  16558  10 


2701.7  6 

3944  20 

117,7  6 

6274,5  -4 


146.8  1.5 

1500  16 

85  0  3  6 

97.0  2.0 


100.1  213 

16.8  NM 

0.4  -94 

-189.1  NM 


1206  c 
NEC 


Oceaneering  International  (3) 
Schlumberger 
Smith  International 
Tuboscope  Vetco  International 


OH  6.5 

SLB  4502 

Sll  6.6 

TUBO  1 3 


38  3608.3 

7  9378.8 

6  3756.6 

34  626.3 


5  26213  6 

1  8029  6  2 

4  4546  5  4 

12  4307  12 


215.6  11 
6705.5  6 

220.7  5 
183.3  11 


119.8  3.0 

139.7  6.7 

126.1  30 

910  0.7 


25  4  13 

663.9  -11 

-3,5  NM 

-9.9  NM 


NEG 
NEi 


Q 


Varco  International 
Weatherford  International 
Western  Atlas 

Western  Co.  of  North  America 

EE 

INDUSTRY  COMPOSITE 


VRC  95 

Wll  2  6 

WA1  943 

WSN  65 


-3  7517.0 
-1  893.4 
10  66879 
2849.6 


2  80769  1 
11  12390  11 

3  66879  3 
7  2023 1  9 


191.8  11 

314.7  53 

2006.0  1 

358.7  14 


152.1  4.9 

109.6  0.8 

142.3  4.7 

1573  1.1 


108  NM 

29.2  47 

180.0  9 

49.0  862 


877 


13886.9       11  18247.8 


17720.3 


130896.4 


72.7 


(A)  DRUGS  &  RESEARCH 


Group  Composite 

10385.2 

12  25155.5 

29976.5 

79600.4 

5 

192.8 

13.0 

13429.8 

-18 

77.3 

A.  L.  Laboratories 

BMD 

173 

22    7870  0 

32 

6530  4 

32 

338.2 

15 

153.7 

51 

14.8 

-16 



1168 

Allergan 

AGN 

102.5 

15  21583.5 

19 

14968.0 

21 

858.9 

3 

180.9 

1 1.9 

143.6 

9 

71.4 

ALZA 

AZA 

53  2  * 

2  493071 

8 

21885  7 

14 

219.8 

-7 

203.9 

242 

660 

-37 

80.6 

American  Cyanamid 

ACY 

12  22475  5 

18 

160475 

19 

4276.8 

2 

161.4 

139 

-1122 

NM 

NEG 

American  Home  Products 

AHP 

662.7 

20  12893.0 

27 

9432  1 

30 

8304.8 

5 

161.6 

8.0 

19927 

16 

33.3 

Amgen 

AMGN 

255.3 

40  833020 

5 

68073.2 

6 

1373.8 

26 

448.2 

186 

592.4 

5 

43.1 

Biocraft  Laboratories  (3) 

BCl 

8,7 

-1  12030.6 

29 

102978 

28 

124.9 

35 

173.4 

6.9 

9.1 

NM 

95.1 

Biogen 

BGEN 

793 

31  208723  6 

2 

1447991 

2 

136.4 

10 

359.0 

58.1 

346 

-13 

229.1 

 1 

Bristol-Myers  Squibb 

BMY 

1128.0 

4  22787.9 

17 

18635.2 

17 

11413  0 

2 

230.6 

9.9 

2571.0 

29 

43.9 

Carter-Wallace  (3) 

CAR 

499 

-4   12413  7 

28 

1 1333  0 

26 

656.2 

-3 

163,2 

7.6 

684 

2 

73.0 

Chiron 

CHIR 

140,0  * 

-2  64263.4 

6 

73890.6 

5 

239.8 

29 

1 100 

58.4 

23.1 

NM 

606.5 

Coplev  Pharmaceutical  ( 1 ) 

CPLY 

8.1 

-6  19275.5 

20 

241243 

13 

86.3 

66 

2049 

94 

13.8 

-31 

58.8 

Diagnostic  Products 

DP 

12.8 

-1  14297.9 

23 

146980 

22 

1068 

3 

1196 

12.0 

199 

-16 

64.0 

E-Z-EM  (5) 

EZEMA 

70 

0  71496 

34 

6349.1 

33 

93  4 

6 

95.7 

75 

23 

-58 

309.3 

Forest  Laboratories  (3) 

FRX 

22.1  * 

24  18833  5 

21 

13321 5 

23 

285.4 

19 

243  7 

77 

100  7 

30 

21.9 

Genentech 

GNE 

2952 

9  117594  0 

3 

98591 1 

3 

608  2 

2  3 

242  ■: 

485 

58.9 

169 

501.1 

Genetics  Institute  (11) 

GENIZ 

99  6  * 

11  10765  7  2 

4 

815250 

4 

102.0 

16 

1 10.3 

976 

-169 

NM 

NEG 

Genzyme 

GENZ 

973  * 

7  564565 

7 

352478 

8 

270.4 

23 

1568 

360 

-22.4 

NM 

NEG 

Idexx  Laboratories 

IDXX 

69 

32  18425.1 

22 

15332.3 

20 

93.1 

51 

248.8 

7.4 

150 

115 

45.8 

Immunex 

IMNX 

418.8  * 

340  535607.1 

1 

154624  8 

1 

122.9 

105 

157,1 

340.9 

-429.2 

NM 

NEG 

1VAX 

n 

241 

21  8313.4 

31 

8932.9 

31 

6453 

31 

222,5 

3.7 

1373 

129 

17.6 

Life  Technologies 

LTEH 

145 

4    10713  3 

30 

10087.6 

29 

205,6 

4 

152,3 

7.0 

25.9 

6 

559 

Lilly  (Eli) 

954.6 

3  29192  7 

12 

255571 

1 1 

6452.4 

5 

1973 

14.8 

701.9 

-41 

136.0 

Marion  Merrell  Dow 

MKC 

4510 

-3  45894,0 

9 

428629 

7 

28180 

15 

286.8 

16.0 

507.0 

-50 

89.0 

Maxwell  Laboratories  (7) 

MXWL 

57 

-8  7739,7 

33 

60177 

34 

86  9 

-4 

119.0 

6.5 

1  8 

NM 

322.3 

Merck 

MRK 

1172.8 

6  249002 

15 

25002  0 

12 

10498.2 

9 

222.9 

11.2 

31530 

-13 

37.2 

Mylan  Laboratories  (3) 

MYL 

13.5 

72  13041.5 

26 

12735  8 

24 

2120 

61 

204.4 

6.4 

973 

94 

13,9 

Perrigo  (6) 

PRGO 

5.0 

49  1400.7 

38 

1080.7 

38 

570  8 

39 

1588 

0  9 

70.1 

56 

7.2 

Pfizer 

PFE 

9744 

13  24059.2 

16 

18021.6 

18 

7A777 

3 

184  6 

13.0 

851  4 

-45 

114.4 
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STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG 

FROM 

PER 

AS% 

FROM 

AS% 

1993 

1992 

1993 

1993 

1989-93 

1000  00 

1989-93 

1993 

1992 

tMrLUYtt 

OF 

1001 

1000 

Ur 

S  MIL 

% 

s 

RANK 

5 

RANK 

S  MIL 

% 

$  THOUS. 

SALES 

$  MIL 

% 

PROFITS 

ne-Poulenc  Rorer 

RPR 

588.2 

13 

26376.7 

14 

19622.3 

16 

4019.4 

-2 

180.2 

146 

594.3 

2 

99.0 

erer  (R.  P.)  (3) 

SHR 

1 1.4 

35 

4302.5 

35 

3062  3 

35 

398.0 

18 

1503 

2.9 

66.3 

107 

17.2 

ering-Plough 

SGP 

£77/, 

1  1 
1  1 

26740.7 

13 

214276 

1 5 

4341.3 

7 

ori  1  a 
ZU 1  U 

n  o 
1 0  0 

1  A~7Q  A 

1 U/  0.4 

1  Q 

A 

Pharmaceuticals 

SPI 

1 1.5 

47 

2124.7 

36 

1239.6 

37 

404.0 

-15 

74.5 

2.9 

27.1 

-49 

42.5 

efic  (6) 

SNTC 

1.5 

0 

1419.3 

37 

2941.3 

36 

93.7 

59 

86.0 

1.7 

10.4 

19 

14.9 

tex  (7) 

SYN 

404.4 

8 

39262.1 

10 

30205.5 

9 

2123.0 

3 

206.1 

19  0 

132.7 

-76 

304.7 

ohn 

UPJ 

642.0 

10 

34517.9 

11 

26494.9 

10 

3653.4 

2 

196.4 

17.6 

490.4 

-30 

130.9 

rner-Lambert 

WLA 

4649 

-2 

13282.9 

25 

12028.3 

25 

5793.7 

4 

165.5 

8.0 

318.5 

-63 

146.0 

iith  Laboratories 

ZENL 

7.9 

11 

13567.2 

24 

1 1 153.5 

27 

96.0 

62 

165.5 

8.2 

20.6 

NM 

38.2 

|  MEDICAL  PRODUCTS  &  SERVICES 

jup  Composite 

3501.6 

10  10045.4 

7384.4 

51296.0 

5 

147.2 

6.8 

5682.5 

-19 

61.6 

}ott  Laboratories 

ABT 

OQ  1  A 

oo  i.u 

1  A 
1  4 

1  ~7~7AC\  ^ 
]  //4U. 0 

5 

147178 

5 

8407.8 

7 

169.3 

10.5 

1943.2 

12 

45.3 

ison 

ACN 

£Q  O 

JO. J 

OO 

OOA  AACi 

1 

26245.4 

1 

295.3 

-14 

197.7 

19.8 

3.4 

-94 

1701.3 

AC  Laboratories  (9) 

ADAC 

1 1.0 

12 

17317.1 

6 

16094.6 

4 

156.9 

29 

246.4 

7.0 

19.5 

38 

56.5 

/anced  Medical 

AMA 

9.1 

-4 

NA 

NR. 

NA 

NR 

1 19.4 

-7 

NA 

7.6 

-5.5 

NM 

NEG 

yanced  Technology  Laboratories 

ATLI 

4  JO 

1  A 
1  4 

0017/1  A. 

2 

16960.7 

3 

3045 

-6 

1540 

144 

-3.6 

NM 

NEG 

isco  International 

A  C7 

AoZ. 

1  Q  A 
1  0.0 

OA 
ZA 

A  OAO  0 
AZAV.Z 

33 

3669  9 

32 

502.9 

1 

1 151 

3.7 

27.6 

-53 

67.3 

ow  International  (8) 

ARRO 

9.6  ** 

6721.4 

27 

64471 

24 

150  2 

13 

105.4 

6  4 

372 

-1 

25.8 

-d  (C.  R.) 

BCR 

66.3 

10 

7846.1 

23 

6038.7 

26 

9708 

-2 

114  9 

6.8 

98.9 

-8 

67.0 

jsch  &  Lomb 

BOL 

1:70 

j/.V 

0 
V 

So  JV.Z 

35 

3578.6 

33 

1872.2 

10 

117.7 

3.1 

242.0 

-8 

23.9 

xter  International 

BAX 

337.0 

6 

oo/y.-j 

29 

4597.3 

29 

8879.0 

5 

147.0 

3.8 

-319.0 

NM 

NEG 

:ton,  Dickinson  (9) 

BDX 

139.1 

1 1 

7323.2 

25 

6140.6 

25 

2465.4 

4 

129.8 

5.6 

222.9 

-17 

62.4 

met  (5) 

BMET 

18.0 

8 

13747.1 

13 

10224.4 

16 

335.4 

22 

256.2 

5.4 

94.3 

23 

19.1 

ston  Scientific 

BSX 

20.8 

40 

8855.7 

21 

6987.0 

23 

3801 

21 

161  8 

5.5 

109.5 

20 

19.0 

con 

CCON 

6.0 

-14 

7969.6 

22 

8142.9 

20 

87.3 

5 

1 15.5 

6.9 

3.0 

-68 

200.3 

oper  (10) 

COO 

3  2 

-2 

3308.2 

36 

2993.8 

36 

92.7 

46 

95.5 

3.5 

-33.7 

NM 

NEG 

rdis  (6) 

CORD 

19.1 

-1 

72064 

26 

7173.4 

21 

255.5 

15 

96.4 

7.5 

38.7 

20 

49.3 

itascope  (6) 

DSCP 

1 6.7 

1 8 

15185.5 

8 

1 1 1 18.1 

14 

1660 

6 

150.9 

101 

22.1 

108 

75.7 

ntsply  International 

XRAY 

1 1.0 

1 

2470.4 

39 

861.5 

47 

552.6 

9 

1 24.3 

2.0 

55.8 

-8 

19.7 

ssonics  Ultrasound 

DIAU 

13.1 

-1 

14715.9 

10 

14306  9 

7 

195.4 

-5 

220.3 

6.7 

-8.1 

NM 

NEG 

isenius  USA 

FRN 

1.5 

-3 

1363.6 

44 

1900.8 

40 

206.0 

60 

187.2 

0.7 

4.6 

512 

32.7 

lemonetics  (3) 

HAE 

13.6 

30 

1 3561.9 

14 

1 1 168.5 

13 

216.3 

23 

2159 

6.3 

40.0 

44 

34  0 

salthdyne 

HDYN 

3.7 

42 

1 1 85  1 

46 

841.6 

48 

260.9 

5 

84.1 

1.4 

9.3 

NM 

39  6 

facare 

IVCR 

6  8  * 

'  30 

2250  0 

42 

1849.9 

42 

365.5 

20 

120.2 

1.9 

33.5 

22 

204 

hnson  &  Johnson 

JNJ 

1182.0 

5 

14485.3 

1 1 

1 1681.6 

12 

14138.0 

3 

173.3 

84 

2332.0 

6 

50.7 

ndall  International 

KEN 

1 1.3 

8 

1329.4 

45 

1254.6 

44 

8163 

5 

96.0 

1.4 

96.0 

NM 

11.8 

□llinckrodt  Group  (6) 

MKG 

95.3 

5 

9530.0 

19 

8917.2 

1 8 

1796.3 

5 

179.6 

5.3 

-133.1 

NM 

NEG 

arquette  Electronics  (4) 

MARQA 

15.5 

14 

10375.3 

18 

9735.2 

17 

250.2 

7 

167.3 

6.2 

26.4 

20 

58.8 

axxim  Medical  (10) 

MAM 

2.3 

44 

1001.3 

48 

706.7 

49 

129.7 

74 

56.9 

1  8 

8.1 

53 

28.1 

DT(3) 

MDTC 

4.4 

14 

3791.1 

34 

34170 

35 

1339 

12 

114.7 

3.3 

4.2 

374 

106.0 

edex  (6) 

MDEX 

4.3 

30 

3272.3 

37 

2490.5 

37 

92.3 

6 

71.0 

4  6 

6.8 

-40 

62.4 

edtronic  (4) 

MDT 

133.0 

22 

14378.2 

12 

1 1750.1 

1 1 

1328.2 

13 

143.6 

10.0 

313.5 

29 

42.4 

entor (3) 

MNTR 

7.0 

6 

7580.6 

24 

5923.9 

27 

1 15.0 

29 

125.2 

6  1 

-4.7 

NM 

NEG 

ine  Safety  Appliances 

MNES 

21.0 

0 

4565.2 

32 

3683.5 

31 

429.2 

-15 

93.3 

49 

18.2 

-34 

115.1 

ellcor  (6) 

NELL 

22.7 

3 

12629.9 

16 

12338.6 

10 

218.2 

1 1 

121.4 

10  4 

40.8 

19 

55.6 

ichols  Institute 

LAB.A 

3.9 

32 

1148.5 

47 

1056.8 

46 

279.6 

-2 

82.2 

1.4 

-5.5 

NM 

NEG 

EC  Medical  Systems 

OXE 

8.7 

23 

15111.3 

9 

12789.0 

8 

100.0 

3 

173  9 

8.7 

8.0 

-34 

108.2 

ptical  Radiation  (7) 

ORCO 

9.0 

92 

4995.6 

31 

3562.4 

34 

158.0 

-1 

878 

5.7 

93 

77 

96.9 

jritan-Bennett  (1 ) 

PBEN 

249 

-4 

92174 

20 

891 1.1 

19 

309.3 

3 

1 14.5 

8.0 

-39.2 

NM 

NEG 

riMed  Life  Systems  (2) 

SMLS 

17.0 

50 

12936.1 

15 

7026.8 

22 

222.7 

21 

169.4 

76 

79.7 

53 

214 

jfamor/Danek  Group 

SDG 

11.5 

45 

18679.7 

4 

12674  9 

9 

161.8 

34 

263.1 

71 

35.1 

23 

32  8 

ala  Group  (3) 

10.8 

17 

1883.8 

43 

1883.8 

41 

281.5 

9 

49.2 

3.8 

25.0 

13 

43  1 

>aceLabs  Medical 

SLMD 

30.6 

7 

19415.2 

3 

18530.0 

2 

248.7 

-1 

157.9 

12.3 

30.9 

4 

99.0 

.  Jude  Medical 

SUM 

11.0 

-4 

15196.7 

7 

14365.0 

6 

252.6 

5 

349.9 

4.3 

145.2 

6 

7.6 

hryker 

STRY 

36.2  * 

*  12 

11214.1 

17 

10449.0 

15 

557.3 

17 

172.7 

6.5 

96.1 

25 

37.7 

unrise  Medical  (6) 

SMD 

7.4 

26 

2814.5 

38 

23347 

38 

319,2 

31 

121.6 

2.3 

29.7 

47 

249 

ybron  International  (9) 

SYB 

8.7 

8 

2442.8 

40 

2150.2 

39 

395.4 

3 

111.4 

2.2 

466 

29 

18.6 

jcnol  Medical  Products  (11) 

TCNL 

1.2 

13 

749.7 

49 

1100.3 

45 

86.7 

22 

55.1 

14 

21.1 

14 

5.6 

COREBOARD 
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CHANGE 
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FROM 
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AVG. 

FROM 

PER 

AS% 

FROM 
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1993 

1992 

1993 

1993 

1989-93 

1989-93 

.  1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

OF! 

S  MIL 

% 

S 

RANK 

S 

RANK 

SMIL 

% 

S  THOUS. 

SALES 

SMIL 

profh 

Tokos  Medical 

TKOS 

2  4 

-27 

2302  9 

41 

1844.3 

43 

120.8 

-24 

1  16.2 

2.0 

-244 

NM 

NECj 

U.  S.  Surgical 

uss 

50.8 

16 

6684.2 

28 

4994.3 

28 

1037.2 

-13 

136.5 

49 

-137.4 

NM 

NEC), 

Vital  Signs  (9) 

VITl 

3.9 

30 

5446.3 

30 

4580.1 

30 

79  9 

22 

112.8 

4.8 

18.6 

22 

20.8 

11  I  HOUSING 


AQA  7 

juyy./ 

4 

1  A 
1  JO. 4 

i  a 

l.o 

111  1  / 

Ol 

22.: 

Ameron  (11) 

AMN 

41 

3 

14296 

14 

1187.7 

15 

453,4 

2 

158.1 

0.9 

-340 

NM 

NEGj 

~-r: 

ASI  Holding 

430 

8 

1  194  4 

16 

1 143.8 

16 

3830.5 

1 

106  4 

1.1 

-66.5 

NM 

NEcj 

Green  (A.  P.|  Industries 

APGI 

2.2 

-8 

15204 

13 

1467,7 

12 

1630 

-3 

112  6 

14 

9.4 

NM 

23.^ 

Guardsman  Products 

GPI 

A0.O7  7 
OOV/  / 

4 

04/ J  O 

J 

1  77  Q 

1  //.0 

1  "7 
1  / 

206.8 

3.3 

7.0 

109 

84.6 

^Gonwg  1* 

Lafarge 

LAP 

7.3 

-10 

986.5 

19 

993.9 

18 

1494  5 

-1 

202.0 

0.5 

27.5 

NM 

26,cf 

Lilly  Industries  (11) 

LICIA 

12.3 

12 

10489.4 

1 

9207.3 

1 

284.3 

20 

242.0 

4.3 

27.9 

28 

Martin  Marietta  Materials 

MLM 

23 

-2 

756.3 

22 

756.3 

22 

452.9 

1 1 

151.0 

0.5 

74.1 

31 

Mestek 

MCC 

1.2 

1 3 

/  Z4.0 

23 

432.2 

ZJ 

231.4 

22 

140.7 

0.5 

127 

56 

Moore  (Benjamin) 

MF3EN 

14.0  * 

'  13 

71295 

3 

5946.9 

5 

5120 

6 

2609 

2.7 

61.0 

1 

23.rl 

■  ipi 

Owens-Corning  Fiberglas 

OCF 

610 

11 

3765.4 

9 

2885.3 

9 

29440 

2 

181.7 

21 

152.0 

45 

40.1 

w  

PPG  Industries 

PPG 

201  2 

-1 

6407.6 

5 

6398.5 

4 

5753.9 

-1 

1832 

3.5 

5441 

0 

37.0 

Pratt  &  Lambert 

PM 

7.2 

2 

50807 

6 

4435.2 

7 

241  8 

3 

169.7 

3.0 

10.2 

17 

70.9 

fp 

RPM  (5) 

RPOW 

95 

9 

27014 

10 

2695.1 

10 

625.7 

13 

178.8 

1.5 

661 

15 

14.3 

Scotsman  Industries 
Sherwin-Williams 

SCT 

3.9 
172 

11 
10 

4262  3 
9970 

00  CO 

3034.4 
10577 

8 
17 

164  0 
2949.3 

-3 

179.2 
171,1 

24 

0.6 

134 
264.4 

31 
17 

29.2 
6.5 

Ul  Interna 

SHW 

7 

Tecumseh  Products 

TECUA 

24.9 

-8 

1976.2 

12 

1902.7 

1 1 

1314.2 

4 

104,3 

1.9 

127.8 

45 

19.5 

■  infant 

TJ  International 

TJCO 

2.8 

-30 

7661 

21 

796.3 

21 

5512 

38 

153.1 

0.5 

30.1 

NM 

9.1 

Ltdynelnd 

Tokheim(ll) 

TOK 

8  6  * 

'  -18 

4639.6 

7 

5312.1 

6 

172.3 

6 

927 

5.0 

-5.7 

NM 

NEGjit!" 

U.  S.  Filter  (3) 

USE 

1.8 

224 

2683.3 

11 

868.5 

20 

1014 

146 

148.7 

1.8 

4.3 

NM 

42.6 

USG 

USG 

140 

0 

1176.5 

17 

1194.5 

14 

1916.0 

8 

161.0 

0.7 

578.0 

NM 

2.4 

■M:  a 

Valspar(lO) 

VAL 

246 

-1 

9780.7 

2 

8808.6 

2 

693.7 

2 

2760 

3.5 

656 

15 

37.5 

pel  - ; ' 

Vulcan  Materials 

VMC 

6.1 

12 

964.0 

20 

880.1 

19 

1133.5 

5 

179  9 

05 

125.2 

-4 

49 

■PI 

York  International 

m 

19.6 

9 

1420.3 

15 

1375.4 

13 

20319 

5 

147.2 

10 

127.2 

3 

15.4 

■die  Enviro 

LEISURE  TIME  PRODUCTS 


INDUSTRY  COMPOSITE 

1891.5 

-3 

8087.1 

5103.5 

35297.8 

4 

150.9 

5.4 

1731.9 

-27 

109.2 

'tt:v\  - 

Anthony  Industries 

ANT 

43 

21 

11595 

22 

962,5 

24 

431  6 

7 

116.7 

1.0 

17.0 

31 

25.3 

nsloolW 

Arctco  (3) 

ACAT 

3  4  ** 

35 

37844 

1 1 

3056.0 

14 

184.7 

25 

205.2 

1.8 

269 

37 

12.7 

Avid  Technology 

AVID 

132 

124 

32458.3 

1 

28383.5 

1 

1129 

117 

276.6 

1 1.7 

46 

27 

290.0 

(notional 

Bell  Sports  (6) 

BSPT 

2.1 

125 

3062.7 

17 

2263.7 

18 

826 

28 

120.4 

2.5 

10.7 

55 

19.7 

Ope&Vog 

Brunswick 

BC 

60,8 

17 

3377.8 

15 

2934.6 

15 

2206.8 

7 

122.6 

2.8 

865 

40 

70.3 

ttr~: :-; 

del 

adi  Carta! 
Ilk  N  Ink 

Callaway  Golf 

ELY 

3.7 

130 

3410.8 

14 

26473 

16 

254.6 

93 

237.8 

1.4 

69.6 

110 

5  2 

Coachmen  Industries 

COA 

2.0 

-3 

809.3 

24 

1136.8 

22 

329.5 

13 

132.5 

0.6 

12.7 

54 

15.8 

Eastman  Kodak 

EK 

1301,0 

-8 

11784.4 

4 

10790.0 

4 

163640 

-1 

148.2 

8.0 

856.0 

-30 

152.0 


Escalade 

ESCA 

15 

50 

1875  0 

21 

11377 

21 

94.7 

4 

1 18  4 

1.6 

5.1 

NM 

29.3 

kMSde 
fenesotaN 

Fleetwood  Enterprises  (4) 

FLE 

14  7  ** 

15 

1050.0 

23 

1073.5 

23 

1941  9 

22 

1387 

0.8 

913 

42 

16.1 

WdeHot 

Galoob  (Lewis)  Toys 

GAI 

7.5 

9 

31978.5 

2 

25544.8 

2 

134.3 

-19 

576.5 

5.5 

-10.9 

NM 

NEG 

'Sultvon 

Harley-Davidson 

HDI 

227 

29 

3783.3 

12 

2500.3 

17 

1217.4 

10 

202  9 

1.9 

66.5 

-25 

34.1 

(WCaip 

Harman  International  Industries  (6) 

HAR 

12.0  ** 

12 

2543.5 

19 

2044.5 

20 

664.9 

10 

141.2 

1.8 

18.6 

215 

645 

Brker  Han 

Hasbro 

HAS 

125.6  " 

15 

10045.3 

5 

8560.8 

5 

27472 

8 

219.8 

4.6 

325.2 

11 

386 

en 

Johnson  Worldwide  Associates  (9) 

JWAIA 

5.2 

7 

3809.5 

10 

3331.1 

13 

280.3 

2 

205.3 

1.9 

2.7 

-73 

1930 

(Hit  Conn 

Lumex 

LUM 

4.7 

23 

3951.1 

9 

3826.7 

10 

109.0 

5 

91.9 

4.3 

-0.8 

NM 

NEG 

«t 

Mattel 

Outboard  Marine  (9) 

MAT 

OM 

754 
36.0 

-2 
0 

3591,2 
4459.3 

13 
8 

3673.4 
4305.3 

12 
8 

2704.4 
10346 

6 

-3 

128.8 
128.2 

2.8 
3.5 

236.6 
-159.9 

-16 
NM 

31.9 
NEG 

ksaled  Air 
PSTechw 
ki 

Polaroid 

PRI 

160  8  ** 

4 

13346,6 

3 

125473 

3 

2244.9 

4 

1863 

7.2 

101.7 

-38 

158.1 

Rdejo,|, 
T 

Quixote  (6) 

QUIX 

31 

-8 

26678 

18 

3947.4 

9 

1451 

12 

125.5 

2.1 

17  3 

11 

17.9 

Revell-Monogram 

RVL 

3.5 

32 

5665.0 

7 

4350.8 

7 

96.4 

-8 

156.0 

3.6 

-1.8 

NM 

NEG 

Roadmaster  Industries 

RDM 

1.1 

12 

2772 

26 

399.2 

26 

312.2 

38 

80,0 

0.3 

11.7 

57 

93 

/al- 
to 

SLM  International 

SLMI 

■  1  6 

49 

20  1  5  4 

20 

2058.7 

19 

314.7 

36 

1  38  4 

1.5 

13.0 

-41 

35.4 

Tyco  Toys 

TTI 

191 

26 

6807,9 

6 

5568.8 

6 

730.2 

-5 

260.8 

26 

-833 

NM 

NEG 

WE 

Video  Lottery  Technologies 

VLTS 

2.6 

3 

3254,3 

16 

3761.8 

11 

174.6 

58 

215.6 

1.5 

7.5 

-39 

352 

Hi 

Winnebago  Industries  (8) 

WGO 

1.1 

41 

388.8 

25 

7099 

25 

3841 

30 

1387 

0.3 

7.7 

NM 

14.0 

w 
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|  NAPANY 

R&D  EXPENSES 

SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1993 

1992 

1993 

1993 

1989-93 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

OF 

S  MIL 

% 

S 

RANK 

S 

RANK 

SMIL 

% 

S  THOUS. 

SALES 

SMIL 

% 

PROFITS 

II  MANUFACTURING 

USTRY  COMPOSITE 

3931.1 

5 

4314.7 

4224.3 

132573.1 

5 

145.5 

3.0 

7893.3 

27 

49.8 

GENERAL  MANUFACTURING 

up  Composite 

1783.9 

5 

4762.8 

2576.2 

52647.2 

4 

140.6 

3.4 

4053.5 

-10 

44.0 

,|  int  Techsystems  (3) 

ATK 

17.8 

-28 

3950.9 

13 

4173.3 

1 1 

1005.3 

-15 

223.4 

1.8 

-70.3 

NM 

NEG 

J  iricon  Filtrono 

AF1L 

2.9  ** 

] 

2409  2 

29 

3273  4 

]  7 

130.9 

7 

109.1 

2.2 

10.5 

8 

27.6 

,|  srOroup 

ATR 

12.9 

36 

4022  5 

12 

4022  5 

12 

41 1.5 

128.6 

3.1 

35.5 

8 

36.2 

AVY 

45.5 

-3 

2888  9 

23 

2852  9 

20 

2608  7 

-] 

165.6 

1  7 

132.2 

2 

34.4 

1  y  Gaming  International 

BGII 

7.8 

1 1 

8666.7 

2 

7900.0 

3 

164.6 

3 

182.9 

4.7 

-23.0 

NM 

NEG 

BIC 

3.3 

2 

1 300  4 

44 

1 556  4 

38 

439  3 

5 

175.7 

0  7 

74.0 

10 

4  4 

BCO 

]  7 

12 

2642  9 

24 

2216  4 

28 

129  6 

7 

205  7 

1.3 

15.5 

10 

10.7 

□y  (vv.  n.j  \f ) 

BRCOA 

1 2  1 

21 

6740  0 

5 

47575 

7 

243  0 

3 

1 35  0 

5  0 

25  8 

68 

47.0 

\\  lisle 

CSL 

112 

4 

2514.6 

26 

2572.2 

22 

61 1.3 

16 

137.7 

1.8 

46.9 

18 

23.8 

1  tral  Sprinkler  (10) 

CNSP 

2.8 

4 

5354.7 

8 

5085.6 

6 

82.5 

36 

155.6 

3  4 

3.2 

351 

89.4 

i  irt  Industries 

CTI 

5  2  * 

-35 

6851 1 

4 

81370 

2 

83  7 

-20 

110  3 

6  2 

1  3 

-88 

396.3 

ning 

GLW 

1 73  1 

15 

4415  8 

4374  o 

10 

4034  7 

8 

102  9 

4  3 

36  7 

-90 

471  7 

ne 

CR 

18.3  ** 

-5 

2103.4 

35 

1894.9 

34 

1310.2 

0 

150.6 

1.4 

79.8 

106 

22.9 

1  >ss  (A.  T ) 

ATX  A 

2  2 

79 

1 702  3 

39 

872  8 

49 

164  6 

-12 

1 26  6 

1  3 

1  6 

-91 

1 36  8 

1 1  melly  \6) 

DON 

15  9 

12 

60277 

A 

5483  7 

5 

300  9 

\  \ 

114  2 

5  3 

1 1  6 

7 

1373 

'acell  International  (6) 

DUR 

26.1 

24 

3389.6 

18 

2260.7 

26 

1742.2 

8 

226.3 

1.5 

182.8 

-13 

14  3 

■  )le  Industries 

3.1 

-9 

329.8 

56 

543.0 

54 

1 142.3 

4 

121.5 

0.3 

-80.0 

NM 

NEG 

i  3  Industries  (6) 

ELCN 

2  3 

5 

1 254  8 

48 

11388 

43 

199  2 

5 

108  7 

1  2 

8  6 

NM 

26  8 

I  'irodyne  Industries 

i  j.  z 

23 

3105  3 

20 

2502  9 

23 

5874 

2 

119  9 

2  6 

-86  9 

NM 

NEG 

i  of  IQ\ 

i  er  (v; 

ESSF 

2  6** 

]  7 

3594  7 

1 6 

3276  3 

1 6 

104  5 

5 

145  5 

2  5 

6  7 

-14 

38  5 

1  rchild  (6) 

FA 

3.3 

-21 

906.1 

51 

844.5 

50 

463.6 

-5 

128.8 

0.7 

-52.4 

NM 

NEG 

1  »t  Brands  \6) 

FBR 

8.0 

-13 

21 46  4 

33 

2400  3 

24 

1041  9 

5 

277.8 

0  8 

89.1 

34 

9.0 

'  3mex  International 

FMXI 

2  1 

24 

388  9 

54 

388  9 

56 

695  8 

39 

128  9 

0  3 

-110 

NM 

NEG 

■An  r  1  \ 

1  orl  I  ■  I 

FCBN 

6 1  ** 

_3 

3025.8 

22 

2324.2 

25 

285.2 

-5 

141.4 

2.1 

13.0 

4 

47.1 

mdle  Environmental  Systems  (3) 

GUN 

1.1 

20 

1873.5 

37 

1338.1 

41 

1 15.3 

-12 

202.7 

0.9 

1.5 

-89 

72.3 

HSC 

5  2 

13 

363.9 

55 

418  4 

55 

1422  3 

-12 

100  2 

0  4 

137.2 

-2 

3  8 

ft  xce] 

HXL 

8  7 

-16 

37372 

14 

3399.7 

14 

338  6 

-12 

144  7 

2  6 

-80  3 

NM 

NEG 

lenbrond  Industries  (11) 

HB 

30.4 

8 

30979 

21 

2605.1 

21 

14479 

1  ] 

147.7 

2  1 

221.5 

25 

13  7 

iois  Tool  Works 

ITW 

47.2 

11 

2484.2 

27 

2257.4 

27 

3159.2 

12 

166.3 

1.5 

335.9 

8 

14.1 

itrument  Systems  (9) 

lo  T 

3  6 

_  25 

1285  7 

46 

925  9 

48 

436  9 

10 

1 56 1 

0  8 

44  3 

23 

8  1 

emotional  Game  Technology  (9) 

1  A  s 

AO 

7868  1 

0 
0 

4754  4 

0 

/17P  f) 
<*/  o.u 

O  1 

997A 
z z/  o 

O.J 

1 74  1 

AA 

oo 

o  ^ 

7  D 

IQUC  O:  VOQI  fVITQ.  \Gj 

KNAP 

1  6 

43 

1491.8 

42 

963  2 

47 

123.4 

-] 

1 12.0 

1  3 

8  6 

-16 

19  2 

i  or  Holdings  (6) 

18.2 

60 

1691.8 

40 

984.3 

46 

1756.5 

23 

163  0 

1.0 

28.4 

NM 

64.1 

LDL 

4  7 

o 

4978  8 

9 

44370 

9 

1574 

4 

1 66  8 

3  o 

16  9 

16 

278 

i  ark  Controls 

MRCC 

1  A 
1.4 

—  A 

1  70  ^  7 

IP 

JO 

OflPA  a 

o  z 

P7  p 
o/.o 

z 

119  1 

1  A 

1.0 

c  i 

—  l  ^ 

07  A 
z/.O 

!  nAt  IV  Inr4nctri«*c  iO\ 

IV 

28  6 

3 

2425  4 

28 

2091  9 

30 

1222  0 

7 

103  6 

2  3 

70 1 

49 

40  8 

!  aterial  Sciences  (2) 

MSC 

3.1 

9 

4543.7 

10 

3290.2 

15 

156.2 

10 

231.5 

2.0 

14.1 

21 

21.7 

'  mnesoto  AAining  &  AAfg. 

JVUVWVI 

1030  0 

2 

1 1953  4 

1 

10492.4 

1 

14090  0 

] 

162  7 

73 

2002  0 

3 

51  4 

u-Kore  noiuing  [of 

INNw  1 

1  4 

—24 

1290  0 

45 

1621  6 

36 

120 1 

26 

109  2 

1  9 
I.Z 

l  ^  l 

i  o.  i 

Al 

O  A 

Sullivan 

OSL 

2  1 

35 

759.3 

52 

638  7 

52 

292  3 

34 

104  4 

0  7 

16  8 

—4 

1 2  7 

il-Dri  Corp.  of  America  (7) 

ODC 

1.5 

4 

2303.8 

31 

1924.4 

33 

1348 

13 

205.7 

1.1 

12.3 

33 

12.3 

jrker  Hannifin  (6) 

PH 

32.3 

54 

1258.4 

47 

1026.8 

A5 

2489.3 

5 

97.1 

1.3 

1081 

3 

299 

inn  Engineering  &  Mfg. 

PNN 

1.2 

1 

1151.8 

49 

1134.3 

44 

100.7 

14 

99.9 

1.2 

11.5 

9 

101 

astic  Containers 

9.6  ** 

-8 

5801.5 

7 

6334.7 

4 

207.0 

J 

124.9 

4.6 

-8.2 

NM 

NEG 

ubbermaid 

RBD 

28.2 

9 

2354.5 

30 

20886 

31 

1960.2 

9 

163.7 

14 

341.9 

28 

8.3 

ealed  Air 

SEE 

9.2 

-3 

3333.8 

19 

3176.3 

18 

451.7 

1 

164.3 

2.0 

45.5 

17 

20.2 

PS  Technologies 

ST 

5.1 

-24 

1372.7 

43 

1381.2 

40 

319.1 

-11 

86.7 

1.6 

-33.6 

NM 

NEG 

turm,  Ruger 

RGR 

1.7 

42 

988.9 

50 

710.4 

51 

194.2 

24 

113.0 

0.9 

56.0 

51 

3.0 

edegar  Industries 

TG 

9.1 

82 

2611.7 

25 

1476.7 

39 

4492 

1 

128.3 

2.0 

6.9 

-57 

132.0 

■inova 

TNV 

55.3  ** 

-15 

3684.7 

15 

3880.7 

13 

1643.8 

-3 

109.5 

3.4 

17.1 

-29 

323.3 

Iniroyal  Technology  (9) 

UTCI 

2.9 

25 

2255.4 

32 

2112.6 

29 

173.4 

5 

133.4 

1  7 

-2.8 

NM 

NEG 

'almont  Industries 

VALM 

2.7 

4 

677.7 

53 

545.0 

53 

4  i8  8 

3 

110.1 

0.6 

8.1 

-45 

33.3 

Vahlco  Environmental  Systems 

WAL 

1.6 

57 

1926.3 

36 

1597.7 

37 

82.1 

0 

100.9 

1.9 

-17.0 

NM 

NEG 

Vhittaker  (10) 

WKR 

1.7 

55 

2125.0 

34 

1750.8 

35 

115.4 

-28 

1442 

1.5 

12.5 

-43 

13.6 

VMS  Industries  (6) 

WMS 

13.8 

34 

3565.3 

17 

2973.3 

19 

331.1 

46 

85.7 

4.2 

49.7 

96 

277 

Vyman-Gordon 

WYMN 

2.8 

-8 

1499.2 

41 

1323.4 

42 

239.8 

-20 

129.4 

1.2 

-17.0 

NM 

NEG 

SCOREBOARD 
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COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 


CHANGE   

FROM 

1993     1992  1993 

S  MIL      %  S 


PER  EMPLOYEE 


AVG.  AVG. 
1993     1989-93  1989-93 
RANK        S  RANK 


CHANGE  R&D 

FROM  PER  AS  % 

1993      1992  EMPLOYEE  OF 

SMIL      %  STHOUS.  SALES 


CHANGE  Ri 

FROM  AS 

1993      1992  C! 

S  MIL       %  PRC 


tint 


(B)  MACHINE  &  HAND  TOOLS 


313.9 

3 

2444.8 

2479.2 

IU  1  OO.J 

4 

125.7 

1.9 

598.3 

JO 

,2 

Acme-Cleveland  (9) 

AMT 

3.0 

12 

1541.9 

15 

1005.1 

17 

174.9 

-2 

89.8 

1.7 

10.0 

54 

2? 

Best  Lock 

2.2 

1 1 

1873.2 

14 

1316.2 

15 

98.5 

16 

82.2 

2.3 

2.0 

-48 

IK 

RlorL  P  n^rlcicr 
DIOCK  G<  UtCKSr 

BDK 

93  0 

_3 

2493  3 

10 

2166  7 

1  ] 

4882  2 

2 

1 30  9 

1  9 

1  JJ.T 

NM 

J> 

Dioum  \z.j 

BLT  A 

70 

] 

1489  4 

16 

1 756  2 

14 

4873 

14 

1  A 

JO.  J 

1  C 

Brown  &  Sharpe  Mfg. 

BNS 

8.7 

-20 

56183 

1 

5195.6 

1 

157.0 

-2 

101.8 

5.5 

-1.4 

NM 

NE 

Cascade  ( 1 ) 

CASC 

3.7  " 

27 

4391  4 

4 

2820.6 

7 

141.3 

-5 

168.6 

2.6 

9.0 

-24 

4' 

Cincinnati  AAilocron 

CMZ 

41  9 

23 

4972  1 

2 

5001  5 

2 

1029  4 

30 

122  2 

4 1 

NM 

K  IF 

IN: 

C?idctincjs  &  Levels 

GIDL 

4  1 

1 1 12.8 

18 

670.9 

19 

5175 

-17 

141.7 

0  8 

70  0 

52 

J 

Gleason 

GLE 

5.1 

-34 

4853.2 

3 

3682.8 

3 

103.9 

-29 

99.0 

4.9 

-4.0 

NM 

NE 

Hyster-Yale  Materials  Handling 

20.7  ** 

-5 

4140.0 

5 

3658.2 

4 

908.2 

5 

181.6 

2.3 

-1.7 

NM 

NE 

Kennametal  (6| 

KMT 

14.7 

8 

3033.8 

8 

2624.8 

9 

598.5 

1 

123.4 

2.5 

34.1 

63 

43 

Lincoln  Electric 

LIEL 

178 

-14 

2942.7 

9 

3001.6 

6 

846.0 

-1 

140.2 

2.1 

-47.0 

NM 

NE 

Monarch  Machine  Tool 

MMO 

1.4 

2 

2075.0 

12 

1920.3 

13 

77.5 

0 

114.0 

1.8 

-1.7 

NM 

NE 

Nacco  Industries 

NC 

23.4 

-4 

2150.9 

1 1 

1991.7 

12 

1549  4 

4 

1424 

1.5 

24.7 

-39 

94 

Raymond 

RAYM 

4.3 

66 

3557.3 

6 

3296.2 

5 

169.5 

16 

141.8 

2.5 

8.2 

24 

51 

Snap-on 

SNA 

27.7  ** 

31 

30778 

7 

2358.5 

10 

1 193.1 

15 

132.6 

2.3 

136.5 

25 

20 

SPX 

SPW 

176 

19 

2042.9 

13 

2626.7 

8 

756.1 

-6 

87.9 

2.3 

44.7 

31 

39 

Stanley  Works 

SWK 

146 

-4 

7689 

19 

802.0 

18 

2273.1 

4 

119.7 

0.6 

148.0 

-6 

Starrett  (L.  S.)  (6) 

sex 

3.1 

-15 

1246.8 

17 

1208.2 

16 

174.8 

-3 

69.8 

1.8 

11.9 

-20 

26 

(C)  SPECIAL  MACHINERY 

Group  Composite 

1769.3 

6 

4840.2 

6615.4 

59418.3 

6 

162.6 

3.0 

2953.3 

122 

59. 

AGCO 

AG 

75  " 

8 

3107.2 

31 

4498.4 

25 

595.7 

89 

246.5 

1.3 

34.1 

464 

22. 

Alamo  Group 

ALMO 

1.2 

16 

1138.5 

54 

1268.7 

52 

88.5 

13 

85.1 

1.3 

12.2 

23 

9 

Applied  Materials  (10) 

AMAT 

140.2  " 

28 

29576.1 

2 

28668.6 

3 

1080.0 

44 

227.9 

13.0 

150.4 

155 

93. 

Applied  Power  (8) 

APW 

57 

9 

20443 

44 

1884.0 

45 

360.5 

1 

129.9 

1.6 

13.4 

-16 

42. 

rdustries  10 
'alley  Group 


Ml 


(ratal  i 


4,1X1  i 


TEXTILES 


(OfilnJastii 

CM] 


Astec  Industries 
Baldwin  Technology  (6) 
B-E  Holdings 
Binks  Mfg.  (11) 


ASTE        2.9  13  2466.7  39  2227.1  42  172.8  16  1458  17  9.8 

BID        6.5  -5  6098.9  20  4796.3  24  215.8  -3  203.2  3.0  8.0 

6.9  -6  7381.9  15  4856.8  23  198.5  -18      211.1  3.5  -39.8 

BIN         4  8  14  2940.4  33  2076.4  43  210.4  -6  1279  2.3  2  0 


52  29 
-4  81 

~34   245-  M  j 


Mite  1 1 


Briggs  &  Stratton  (6) 
BWIP  Holding 
Cameo  International 
Caterpillar 


BGG  104  -4  1309.6  52  1213.4  53  1139.5 

BWIP  4.2  -32  1352.7  51  1855.9  46  427.2 

CAM  19  8  -27  4385.8  25  4385.8  27  586.3 

CAT  319  0  3  6224.4  19  5073.2  21  11615.0 


9  143.3  0.9 

7  137.6  1.0 

17  129.9  3.4 

14  226.6  2.7 


114.4 
26.4 
28.0 

723.0 


43 
-57 
NM 
NM 


9  Setic  Industn. 


Clark  Equipment 

CKL 

19.8  " 

17 

332b  8 

29 

3084  2 

30 

874.9 

9 

1471 

2.3 

54.3 

NM 

36.: 

CMI 

CMX 

4.5  " 

24 

4988.9 

23 

5516.5 

19 

100  6 

24 

111.7 

4.5 

8.3 

279 

53! 

Commercial  Intertech  (10) 

TEC 

6.7 

-17 

1803.2 

47 

1768.3 

48 

448.6 

0 

120  6 

1.5 

20.6 

-12 

32.< 

Deere  (10) 

DE 

269  8  ** 

-6 

81584 

14 

7405.1 

13 

7653.5 

1 1 

2314 

3  _r 

281.6 

441 

95! 

MINI 


Dover 

Dresser  Industries  (10) 

Duriron 

Electroglas 


DOV  60  4  -11  2955.7  32  3102.1  29  2483.9  9  121.5  2.4  245.5  23  24/ 

Dl  81.5  641  3143.6  30  939.7  56  4216.0  11  162.6  1.9  251.1  75  32.; » 

DURI        6.0  9  2508  3  38  2408.6  37  313.9  5  130  8  1.9  26.4  28  22.  f 

EGLS         8.8"  6  20379.1  6  20445.7  6  794  44  184.7  11.0  17.1  143  51./ 


B  AliminuT 


SIB 


Esterline  Technologies  (10) 
Farr 

Flow  International  (4) 
FMC 


ESL 
FARC 
FLOW 
FMC 


14.0  ' 
2  0  1 
5  0  ' 
149.2 


4  5002.5 

-20  1655.6 

8  9227.8 

3  7211.2 


22  4448.0  26 

50  2292.6  39 

12  12000.5  10 

16  6478.8  14 


285.2 
112.4 
79.1 
3753.9 


-6  1018  4  9 

0  90.8  18 

14  146  4  6.3 

-6  181.4  4.0 


-38.0 
2.2 
5.8 
40.3 


*p  Core-; 


NM  NEC 
NM  94.E 
36     86.C  |e«, .. 

-86  370.4  «c 


FSI  International  (8) 
Gehl 

General  Signal 
Gerber  Scientific  (4) 


FSII 
GEHL 
GSX 
GRB 


11.6 
1.0 

63.7 
21.7 


19  28964.9 

-38  1101.5 

-33  4939.9 

-2  14494  0 


3  25669.2  5 

56  1432.3  50 

24  5721.4  17 

9  13977.4  8 


77.0 
1372 
1530.0 
254  4 


64  192.9  15  0 

6  1451  0.8 

-9  118.6  4.2 

2  1696  8.5 


3.5 
04 
944 
12.2 


NM  3256 
NM  284.7 
402      67.5  '• 
8     1 77.7  ff- 

(- 

"1 


Goulds  Pumps 
Graco 

Harnischfeger  Industries  (10) 
Indresco  (10) 


GULD 
GGG 
HPH 

10 


7.2 
12.4 
254 

3.0 


-9  1756.1 

17  5952.9 

-5  2352.9 

3  966.8 


48  15214  49 

21  5383.0  20 

41  2042  0  44 

58  858.2  57 


555.7 
322.6 
12431 
538.1 


-1  135.5  13 

1  155.1  3.8 

11  1151  20 

-4  173.4  0  6 


34.4 
13.8 
-27.0 
11.1 


-4  20.9 

-24  89.8 

NM  NEG 

NM  27.0 


1' 


Ingersoll-Rand 

Interlake 

Ionics 

JLG  Industries  (7) 


IR 
IK 
ION 
JLGI 


150.1  ' 
3.2 
37 
3  4 


8  42711 

15  702  5 

19  2829.2 

-7  2556.6 


26  3907.1  28 

60  784.8  58 

36  2740.0  34 

37  2656.3  35 


4021.1 
681.3 
175.3 
123.0 


6  1144  3.7 

-4  147.5  0.5 

13  134.8  2.1 

11  92.9  2.8 


265.1 
-16.2 
19.7 
46 


79 
NM 


NM 


56.6^ 
NEG 


18.6 
73.0 


ivc 
tei 
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PANY 
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SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS  % 

FROM 

AS  % 

1993 

1992 

1993 

1001 

10QQ  QQ 
1707-70 

1989-93 

1993 

1009 

I77£ 

OF 

1993 

1992 

OF 

SMIL 

% 

s 

RANK 

5 

RANK 

SMIL 

% 

S  THOUS. 

SALES 

S  MIL 

% 

PROFITS 

chnologies  (2) 

JOY 

3.9 

28 

1009.5 

57 

588.8 

60 

581.1 

-6 

149.0 

0.7 

-50 

NM 

NEG 

ndustries 

KT 

2  6 

-28 

1725.1 

49 

1080  3 

54 

168  7 

-5 

1 1 2.0 

1  5 

6.0 

70 

43.5 

:ch 

KWND 

2.0 

-64 

2360.9 

40 

4926  4 

22 

2364 

13 

275.2 

0.9 

-18.1 

NM 

NEG 

•  e  &  Soffa  Industries  (9) 

KLIC 

15.9 

15 

15393.2 

7 

12965  3 

9 

140.9 

48 

136.1 

113 

12.1 

NM 

131.8 

lesearch  (6) 

LRCX 

43  9 

29 

26761.0 

4 

31517.9 

2 

265  0 

55 

161.6 

16  6 

27.0 

98 

162.5 

«y  Mfg.  (8) 

LINZ 

1.0  ** 

7 

2152.3 

43 

1781  9 

47 

102.1 

-6 

210.0 

1.0 

15.7 

-1 

6.7 

owoc  (6) 

MTW 

2.2 

-38 

1227.2 

53 

1328  2 

51 

278.6 

13 

154.8 

0.8 

8.9 

-23 

24.7 

test  (8) 

MEGT 

12.2  ** 

10 

26303.9 

5 

96000  8 

4 

78  4 

20 

169.0 

15.6 

6.0 

43 

204.6 

or  (10) 

NEWC 

9  9** 

63 

13282  5 

10 

10310.5 

12 

1151 

27 

154.1 

8  6 

72 

1 1 

137.0 

son  (10) 

NDSN 

19  7 

7 

6336.2 

1 8 

6305  4 

15 

461  6 

8 

148.8 

4  3 

62.2 

2 

316 

llus  Systems 

NVLS 

16.9 

37 

45444.7 

] 

iS  76,4  ] 

1 

1 13.5 

63 

306.0 

148 

24.8 

163 

680 

inics 

OSM 

6.8  ** 

15 

8525.7 

1 3 

56576 

18 

89.0 

6 

1117 

7.6 

10.8 

94 

63.0 

ir 

PNTA 

9  3 

-1 

1123.1 

55 

1051.9 

55 

1328  2 

7 

160.0 

0  7 

77.4 

6 

1 2  0 

■  r 

Industries  (10) 

ROPR 

3  0 

170 

3736.0 

27 

2479.6 

36 

1 32  5 

90 

165.0 

2  3 

28.4 

278 

10  6 

1 

Valley  Group  (9) 

SVGI 

26.3  ** 

-3 

15362.9 

8 

15878  2 

7 

240.6 

25 

140.4 

10.9 

6.9 

342 

380.5 

ns  Graphics 

SVGA 

1.5 

10 

2836  2 

35 

3051  3 

31 

103.8 

23 

197.6 

1.4 

2.9 

NM 

51.9 

jnt 

TANT 

114** 

-4 

6704.7 

17 

5816  9 

1 6 

221  0 

3 

129.5 

5  2 

-28 

88.5 

no  Fibertek 

TFT 

3  2 

) 

2872  / 

34 

2974.1 

32 

138  1 

9 

1 24  6 

2  3 

1 4.3 

0 

22.3 

in 

TKR 

371 

-11 

2323.7 

42 

2282.8 

40 

1708.8 

4 

1069 

2.2 

-20.9 

NM 

NEG 

Disc  (6) 

TDI 

2.1 

-6 

1911.1 

46 

2247.9 

41 

139.4 

2 

125.1 

1  5 

40 

117 

52.9 

international  (6) 

TYC 

194 

23 

809.8 

59 

678.4 

59 

31145 

2 

129.8 

0.6 

128.9 

-2 

151 

rd) 

VAT 

48.5 

17 

3699.5 

28 

2339.7 

38 

2725.8 

-19 

207.9 

1.8 

889 

98 

54.6 

□Hey  TXT  (2) 

WTXT 

2.3  ** 

23 

1985.1 

45 

2967.2 

33 

975 

32 

85.5 

2.3 

10.6 

51 

21.3 

a 

Technologies 

ZBRA 

4.6 

36 

12155.3 

1 1 

1  1824.6 

1 1 

87.5 

49 

230.1 

5.3 

28.5 

60 

16.2 

TEXTILES 

jp  Composite 

64.0 

9 

1502.0 

2185.3 

4369.4 

4 

102.5 

1.5 

288.2 

NM 

22.2 

ny  international 

AIN 

176 

-5 

3330.5 

2 

3090.9 

2 

555  1 

-3 

105.0 

3  2 

25.5 

852 

68  9 

ngton  Industries  (9) 

Rl  IP 

1  9  ft 

1  z.o 

23 

541.7 

8 

463.8 

g 

20579 

A 

u 

87.2 

0  6 

144.2 

NM 

8  9 

:ord  Fabrics  (8) 

as 

3.6 

9 

5255.5 

1 

4184.7 

1 

1970 

-2 

287.7 

1  8 

7.8 

NM 

464 

vn  Crafts  (3) 

CRW 

3  5 

52 

1986.9 

6 

1397.2 

6 

151.3 

23 

86.4 

2.3 

11.2 

12 

31.0 

Industries  (11) 

FIT 

3.8 

5 

2124.4 

5 

1885.4 

5 

189.6 

0 

105.3 

2.0 

25.5 

-1 

150 

:ord  Mills  (9) 

GFD 

14.8 

8 

3260.6 

3 

2360.9 

3 

654.4 

6 

144.2 

2.3 

43  9 

29 

33  8 

land  (6) 

MSLD 

6.4 

15 

2141.0 

4 

2141.0 

4 

353.5 

48 

1178 

1  8 

22.0 

226 

29.2 

hetic  Industries  (9) 

1  5 

766  1 

7 

763.3 

7 

210.5 

8 

107.5 

0.7 

8.1 

0 

18  4 

USTRY  COMPOSITE 

360.6 

-21 

1541.5 

1681.7 

42017.1 

0 

179.6 

0.9 

-1665.7 

NM 

NEG 

|  ALUMINUM 

>up  Composite 

213.4 

-26 

1654.7 

1660.4 

20422.6 

-6 

158.4 

1.0 

-930.5 

NM 

NEG 

nax 

AMX 

10.0 

-7 

714.3 

5 

714.3 

5 

23473 

-3 

167.7 

0.4 

-1866 

NM 

NEG 

■ninum  Co.  of  America 

AA 

130.4 

-39 

2056.8 

1 

3140.3 

1 

9055.9 

-5 

142  8 

1  4 

191 1 

-36 

68.2 

;er  Aluminum 

KLU 

18.5 

37 

1844.7 

2 

1374.1 

2 

1719.1 

-10 

171.4 

11 

-208.5 

NM 

NEG 

nxam 

MXM 

18.5 

37 

1475.3 

3 

1046.5 

4 

2031.1 

-8 

162.0 

0.9 

-21 1.4 

NM 

NEG 

nolds  Metals 

RLM 

36.0 

-5 

12414 

4 

1212.9 

3 

5269.2 

-6 

181.7 

0  7 

-515  1 

NM 

NEG 

|  STEEL 

>up  Composite 

103.2 

-18 

1382.0 

1 803.6 

17058.2 

8 

228.4 

0.6 

-1010.8 

NM 

NEG 

;gheny  Ludlum 

-8 

1503.3 

4 

1559.7 

4 

1 100  2 

6 

180  4 

n  p 

U.  0 

119  0 

51 

7  7 

iico 

AS 

16  8 

50 

2545.5 

3 

2568.5 

3 

1664  0 

-1 

252.1 

1  0 

-263.5 

NM 

INCVJ7 

hlehem  Steel 

BS 

23.9 

-11 

1154  6 

5 

1056.6 

5 

4323.4 

8 

208.9 

0.6 

-351.3 

NM 

NEG 

penter  Technology  (6) 

CRS 

12.9 

-8 

3864.6 

2 

3032.7 

2 

576.2 

1 

172  6 

2.2 

42.8 

88 

30.1 

ynes  International  (9) 

36 

-7 

4021  2 

1 

41274 

1 

162.5 

-4 

181.3 

22 

-11.7 

NM 

NEG 

tional  Steel 

NS 

9.4 

-1 

990.5 

7 

685.3 

8 

2418.8 

2 

254.9 

0.4 

-279,9 

NM 

NEG 

X-U.  S.  Steel  Group 

X 

22.0 

4 

1022  0 

6 

948.7 

6 

5612.0 

14 

260.7 

0.4 

-210.0 

NM 

NEG 

;irton  Steel 

WS 

54 

16 

901.1 

8 

914.8 

7 

1201 1 

1 1 

199.3 

0.5 

-56.2 

NM 

NEG 

)  OTHER  METALS 

oup  Composite 

44.0 

3 

1453.2 

1576.2 

4536.3 

-2 

149.9 

1.0 

275.7 

-43 

16.0 

den 

BWC 

5.8 

21 

2124.5 

3 

1951.2 

2 

383.7 

5 

140.5 

1.5 

53.9 

15 

10.8 

jsh  Wellman 

BW 

7.1 

-2 

3949.5 

1 

3579.0 

1 

2955 

11 

163.9 

24 

7.7 

-44 

92.4 

avo 

DRV 

2.3 

11 

1589.7 

6 

996.2 

7 

277.6 

2 

196.0 

0.8 

10.5 

-18 

21.5 

tema  (2) 

KTM 

3.6 

414 

2400.0 

2 

1612.3 

5 

155.3 

-7 

103.5 

2.3 

-5.5 

NM 

NEG 

OREBOARD 
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COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 


CHANGE 


PER  EMPLOYEE 


CHANGE 


R&D 


FROM 

AVG. 

AVG. 

FROM 

PER 

AS  % 

FROM 

1993 

1992 

1993 

1993 

1989-93 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

S  MIL 

% 

S 

RANK 

S 

RANK 

.  SMIL 

% 

S  1H0US. 

SALES 

SMIL 

% 

1 1 

4 

606.8 

9 

512.9 

9 

88.4 

-12 

50.1 

1.2 

-11.1 

NM 

163  * 

-9 

1101.4 

7 

1184.8 

6 

2595.9 

1 

175  4 

06 

293.8 

-29 

43 

-17 

990.6 

8 

802.6 

8 

461  4 

-21 

106.3 

0.9 

-0.3 

NM 

1.5 

-6 

1827.0 

5 

1950.7 

3 

127.4 

-6 

150.9 

1.2 

-12.0 

NM 

2  0 

0 

1869.2 

4 

1882.5 

4 

151.2 

-2 

141.3 

1.3 

-61.4 

NM 

Nord  Resources 
Phelps  Dodge 
Precision  Castparts  (3) 
RMI  Titanium 
Tremont 


NRD 
PD 

PCP 
PTI 
TPt 


ENT  &  SERVICES 


INDUSTRY  COMPOSITE 


17212.6        1  15739.5 


16724.4 


216070.6      7    197.4    8.0  -3037.3 


NM    NE  y. 


(A)  BUSINESS  MACHINES  &  SERVICES 

Group  Composite  277.4 


8  3294.7 


4180.7 


10189.0      5    121.0  2.7 


902.5      -5  30 


Anacomp  (9) 
Bell  &  Howell 
Day  Runner 
Diebold 


AAC        5.4  56  1199.6  15  962.2  13  590.2  -6  131.2  0.9  22.9  -35  23fc: 

18  6  0  3252.9  8  3240.7  8  675.6  1  118.1  2.8  -150.1  NM  NE  •.  :.- 

DAYR        2.0  26  3702  4  7  2813.0  9  819  15  154  2  2  4  8.9  18  22 

DBD       25.5  4  6066  9  4  4  709  2  5  623.3  15  1  48.3  4  1  74.8  3  0  3; 


General  Binding 
HON  Industries 
Hunt  Mfg.  (11) 
Miller  (Herman)  (5) 


GBND         4.9  41  1547.0  12  925  2  14  376.1  2  117.6  1.3  24.3  -11  20  \ 

HONI        77**  31  12260  14  785.9  15  780.3  10  1247  10  70.9  14  1C 

HUN         1.7  9  7812  16  669  8  16  256.2  9  120.8  06  24.0  11 

MLHR  22.4  10  3730  2  6  3437.9  6  855.7  6  142  5  2  6  42  4  NM  52 


PAR  Technology 
PHney  Bowes 
Pyxis 

Reynolds  &  Reynolds  (9) 


PTC  5.5  -14  6703.4  3  6494.9  3  81.2  11  99.6  6.7  4.0  11  13 

PBI  99.0  -3  3041.5  9  3371.2  7  3542.9  3  108.9  28  574,8  16 

PYXS  1.7  93  5262.3  5  5081.2  4  100  2  117  309.2  1.7  43.3  187  3L,{] 

REY  12.4  29  2200.1  11  2086.4  11  697.0  8  123.7  1.8  89.3  39  11  L| 


Smith  Corona  (6) 
Standard  Register 
Telxon  (3) 
VeriFone 


SCO  101  -9    29600  10  26317  10  309.1  -17  90.9  3.3  -13.9  NM  N 

SREG  7.8  **  -1      1344.1  13  1414.5  12  722.1  2  125.2  1.1  70.2  14  1 

TLXN  17.8  **  47    12578.1  2  9656  0  2  238  4  11  1685  75  -15.7  NM  N 

VFIC  35.1  20  20036.0  1  180405  1  258  9  14  1480  135  32.4  -3 


(B)  COMPUTER  COMMUNICATIONS 

Group  Composite 


613.8      42  27564.7 


25682.1 


5618.0    47  250.4  10.9        904.6    108     67  • 


Adaptec  (3) 
Cabletron  Systems  (2) 
Chipcom 
Cirrus  Logic  (3) 


ADPT  26  3  50  20003.0  17  18240  0  18 

CS  418  51    15933.3  20  130016  21 

CHPM  19.7  62  346984  6  32691.5  5 

CRUS  72  7  74   53711.0  2  45876.9  3 


3113  107  236.6  8.5  65.9  238 

4182  44  159.3  10.0  1299  41 

150.0  72  264.6  13.1  22.7  72 

354.8  63  2622  20  5  32.9  29 


40 

32 


Cisco  Systems  (7) 
Data  Switch 
Digi  International  (9) 
Dynatech  (3) 


CSCO  44  3  65  30499.0  11  275571  6 

DASW  12.5  1  260772  14  189111  16 

DGII  5.2  4  15576.6  21  18004  4  19 

DYTC  54.3  5  17551.6  18  15615.1  20 


649.0  91  447.3  6.8  275.1  102 

95.1  13  1985  13.1  -2.1  NM 

93.4  32  2804  5.6  22.5  23 

528  0  9  170  8  10.3  29.3  25 


NE  ^ 
23  W1 
'84  fc, 


Electronics  for  Imaging  EFII         8  2 

Emulex  (6)  EMLX  16.8 

MB  Communications  (3)  MCBX         79  ' 

Network  Equipment  Technologies  (3)  NWK  361 


2  47578.0  4  549518  2 

28  322192  9  217637  15 

-3     84177  22  8417.7  22 

11  32334.8  8  26389  2  8 


89  5  67  517.5  9  2  20.6  135  40*5° 

1072  6  2061  15  6  3.5  -63  485  »S 

189.4  12  2024  4.2  14.2  NM  5SM 

218  8  21  195  9  16.5  -111  NM  NE 


Network  General  (3) 
Network  Systems 
Norand  (8) 
Proteon 


NETG  11.1  72  27287.5  13  24280  3  14 

NSCO  27.8  11  17362.1  19  18498.0  17 

NRND  12.6  30         NA  NR          NA  NR 

PTON  15.5  11  31274.7  10  24636.8  13 


83.3  32  204  7  13.3  15.2       17  72F»>3 

215.6  -2  1348  129  1.5  NM  IE 

157.2  37  NA  8  0  9.5  174  1 

103.4  -14  2089  150  -23.2  NM  NE 


SynOptics  Communications 
S3 

3Com  (5) 
Tricord  Systems 


SNPX  841  94  48470.6  3  33509  8  4 

Sill  11.5  156  80131.9  1  73242.4  1 

COMS  643  33  32646.4  7  253672  10 

TRCD  5  0  42  24905.9  16  26544  2  7 


704  5  81  405  8  11.9  129.8  94 

113.0  269  784.5  10  2  24.4  423  47 

6172  46  3131  104  60  2  432  106 

80.0  139  396.2  6.3  9.5  NM  52 


Wellfleet  Communications  (6) 

WFLT 

191 

94  25892  9 

15 

25374.6 

9 

180.1 

112 

2441 

106 

45.0 

143 

42  i| 

Xircom  (9) 

XIRC 

6.9 

76  35658.0 

5 

25329.4 

11 

82  2 

39 

426.0 

84 

15.8 

64 

43 

Xyplex 

XPLX 

10.2 

28  27816.4 

12 

24767.7 

12 

76  8 

31 

210.5 

13.2 

13.5 

12 

75; 

(C)  COMPUTERS 

Group  Composite 

11166.8 

-6  18472.2 

18758.3 

140771.6 

5 

232.3 

7.9 

-7733.8 

NM 

NE< 

Advanced  Logic  Research  (9) 

AALR 

3  9  ** 

-23  7314.1 

21 

7005  5 

2  3 

169.3 

-18 

3146 

2  3 

-12.3 

NM 

NE< 

Amdahl 

AMH 

334,5  ** 

-10  60251.1 

1 

40889.6 

1 

1680.5 

-33 

302.7 

19.9 

-713.7 

NM 

NEi 

Apple  Computer  (9) 

AAPL 

664  6 

10  44488.1 

2 

37483.7 

2 

7977.0 

13 

534.0 

8.3 

1397 

-84 

475. 

AST  Research  (6) 

ASTA 

32  0  ** 

,     7090  0 

22 

80107 

21 

14122 

50 

313.2 

2.3 

-65.2 

[  1M 

NE( 

Commodore  International  (6) 
Compaq  Computer 
Concurrent  Computer  (6) 
Convex  Computer  


CBU  19  5  -24         NA  NR  NA  NR 

CPQ  169  0  -2   16032.6  17  16840  3  12 

CCUR  273  0  16035.3  16  16324  0  13 

CNX  33.2  0  33038.8  7  25949  9  8 


590.8  -35  NA  33  -356.0  NM  NE< 

7191.0  75  682.2  2  4  616.0  98  27W 

220.5  -1  129  7  12  4  6.2  234  441 

193.1  -17  192.0  17.2  -63.0  NM  NE 
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R&D  SCORf 


i!  MPANY    R&D  EXPENSES    SALES   PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYF [ 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

*G. 

FROM 

PER 

AS% 

FROM 

AS% 

1993 

1992 

1993 

177  J 

1QQQ  Q0 
I707-7J 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

OF 

S  MIL 

% 

S 

RANK 

s 

RANK 

SMIL 

% 

S  THOUS 

SALES 

$  MIL 

% 

PROFITS 

/  Research 

CYR 

1457  ** 

-10 

29375.0 

8 

28572.6 

5 

894.9 

12 

180.4 

16.3 

84.4 

NM 

172.5 

3  General  (y) 

DGN 

i  nn  o 

-10 

1541 11 

18 

1 3  769  0 

1 7 

1077.9 

-3 

165  8 

O  0 
7  J 

00.1 

IN/Vl 

IN  CO 

jpoint  (7) 

DPT 

8.2 

-20 

5355.4 

24 

5551.5 

24 

205.8 

-18 

134  7 

40 

-10.9 

NM 

NEG 

Computer  ( 1 ) 

DELL 

36.3 

16 

6076.6 

23 

7842  3 

22 

28732 

43 

480  5 

1.3 

-38.8 

NM 

NEG 

tal  Equipment  (6) 

DEC 

1530.1  ** 

-13 

16243  3 

15 

14085.9 

16 

14371.3 

3 

152.6 

10  6 

-224.3 

NM 

NEG 

>re  Computer 

ENCC 

25.0 

3 

26288.8 

10 

21 150.4 

10 

93.5 

-29 

98.2 

26.8 

-69.1 

NM 

NEG 

/lett-Packard  (10) 

HWP 

1 761.0 

9 

1 8305.6 

12 

160874 

1 4 

TAO  1  "7  A 
^UJ  1  /.U 

24 

21 1.2 

8.7 

1/oJ  U 

o  ^ 

OQ  ft 
Vo.o 

rgraph 

INGR 

160.3 

7 

16873.0 

14 

13423.7 

18 

1050.3 

-11 

110.6 

15.3 

-172.6 

NM 

NEG 

motional  Business  Machines 

IBM 

4431.0 

-13 

17294.6 

13 

15076  6 

15 

627160 

-3 

244.8 

71 

-8797.0 

NM 

NEG 

jmid  Technology  (9) 

PYRD 

27.8 

-2 

27528.2 

9 

22322.5 

9 

233.7 

22 

231.2 

1 19 

9.6 

NM 

290.1 

uent  Computer  Systems 

SQNT 

40.7 

10 

239165 

1 1 

20702  9 

1 1 

353  8 

15 

208.1 

1 15 

-6.3 

NM 

NEG 

on  Graphics  (6) 

SGI 

1 46  1 

0 

39040  9 

3 

29176.1 

3 

1091  2 

26 

291  5 

1 3  4 

1 25  3 

NM 

1 16.7 

tus  Computer 

SRA 

89.3 

7 

34212.2 

5 

29121.3 

4 

513.7 

6 

196.8 

17.4 

30.7 

-57 

291.3 

Microsystems  (6) 

SUNW 

445.4 

17 

33604.2 

6 

28233.2 

6 

4308.6 

20 

325.1 

10.3 

223.9 

-12 

198.9 

dem  Computers  (9) 

TDM 

346.4 

10 

34768.4 

4 

27061.8 

7 

2031.0 

0 

203.9 

17.1 

-463.1 

NM 

NEG 

;ys 

UIS 

515.2 

-4 

10514.3 

19 

10077.7 

20 

7742.5 

-8 

158.0 

6.7 

503.4 

16 

102.3 

ng  Labs  (6) 

WANG 

72.2 

-45 

10483  5 

20 

10946.6 

19 

1 2470 

-34 

1811 

5.8 

-196.3 

NM 

NEG 

<s  International 

ZEOS 

1.9 

-60 

3965.2 

25 

3252.4 

25 

216.2 

5 

443  0 

0.9 

-1 2.1 

NM 

NEG 

|  DATA  PROCESSING 

>up  Composite 

256.1 

20 

6788.0 

6255.4 

4107.5 

16 

108.9 

6.2 

604.5 

35 

42.4 

:iom  (3) 

ACXM 

6  8 

20 

3378.5 

9 

3065.3 

8 

1 15.8 

27 

57.9 

5.8 

10.2 

213 

66.5 

erican  Management  Systems 

AMSY 

18.7 

22 

4917.4 

6 

4897.2 

7 

364.0 

9 

95  8 

5.1 

30.7 

5 

60.9 

omatic  Data  Processing  (6) 

Al  IP) 

1  00  A 

19 

AOfM  1 
OOU'l.  1 

5 

5141.6 

A 

2223  4 

15 

105  9 

6  0 

386  6 

1 3 

34  2 

's  Group  (6) 

BSYS 

6.9 

19 

6853.0 

4 

11816.1 

2 

88.3 

18 

88.3 

7.8 

7.4 

NM 

92.9 

nputer  Language  Research 

CLRI 

8.2 

13 

9064.4 

2 

6064.0 

4 

109.0 

-2 

121.1 

75 

138 

77 

590 

ch  Holdings  (2) 

GTK 

27.2 

29 

71576 

3 

7500.2 

3 

5014 

43 

1319 

54 

668 

120 

40.7 

rional  Data  (5) 

NDC 

5.5 

14 

3567.1 

8 

26259 

9 

204.6 

-6 

1 32.0 

2  7 

1 4.6 

14 

37.8 

iGard  Data  Systems 

SNDT 

43.6 

43 

19171.8 

1 

13589.2 

1 

381.4 

18 

167.6 

1 14 

63.2 

39 

69.1 

terns  &  Computer  Technology  (9) 

SCTC 

6.9 

-40 

4915.7 

7 

5227.9 

5 

1 19.7 

32 

85.5 

5.7 

1 1.2 

NM 

61.3 

)  DISK  &  TAPE  DRIVES 

sup  Composite 

967.0 

20 

9232.5 

12233.7 

13886.5 

14 

132.6 

7.0 

-42.8 

NM 

NEG 

olied  Magnetics  (9) 

APM 

17.5  ** 

-27 

241 1.4 

14 

3055.4 

13 

335.9 

13 

46.3 

5.2 

-409 

NM 

NEG 

iner  Peripherals 

CNR 

1 37.5 

45 

14941.8 

9 

9389  3 

10 

2151.7 

-4 

233  9 

6  4 

-471.6 

NM 

NEG 

C 

EMC 

59.0 

76 

24052.6 

3 

1 7046.9 

3 

782.6 

103 

3192 

7.5 

179  7 

317 

32.8 

ibyte 

EXBT 

31.6  ** 

-13 

30372.4 

25314  6 

2 

310.3 

8 

297.8 

10.2 

23.9 

-38 

132.2 

fchinson  Technology  (9) 

HTCH 

9.8 

71 

2396.8 

15 

1 774.9 

15 

198.7 

24 

48  4 

5.0 

1 1.1 

-20 

88.6 

iega 

IOMG 

ion 

i  y.u 

\  4 

1  ~7A  1  £  A 

4 

14824.8 

C 
D 

1/171 
14/.  1 

6 

I  Jo  O 

1  o  o 

-16  7 

NM 

NEG 

mug 

KMAG 

29.6  ** 

12 

8476.1 

12 

6845.4 

12 

385.4 

18 

1 10  2 

7.7 

-2.5 

NM 

NEG 

ixtor  (3) 

MXTR 

112.6 

56 

12654.0 

11 

8233.1 

11 

1426  4 

39 

160.3 

79 

46.4 

NM 

242.8 

rropolis 

MLlS 

1A  1 
JO  1 

j\j 

15714  5 

7 

9925.3 

9 

382  9 

_o 

0 

1  AA  A 

9  4 

- 1 9  9 

IN/Vl 

IN  L\J> 

antum  (3) 

QNTM 

63.0 

6 

25669.6 

2 

30968.8 

1 

1697.2 

51 

691.3 

3.7 

146  6 

97 

430 

<on  (9) 

REXN 

13  3 

-1 

15184.4 

8 

1 3891 4 

6 

188.2 

-9 

2156 

7.0 

-52.4 

NM 

NEG 

ogote  Technology  (6) 

SGAT 

154  0  ** 

16 

3581  5 

13 

2874.3 

14 

304  3  6 

tj 

70  8 

5  ] 

271  4 

218 

56  7 

T     |  |  

rage  Technology 

STK 

163.3 

7 

16166.9 

6 

12521.8 

8 

1404.8 

-9 

1 39.1 

1 16 

-1 12.8 

NM 

NEG 

Quest  Technology  (9) 

SYQT 

19.1 

24 

16481.4 

5 

15424.5 

4 

206.4 

18 

178.4 

9.2 

20.0 

8 

95  3 

istern  Digital  (6) 

WDC 

101.6 

13 

1 3875.0 

10 

1 2691 6 

7 

1225.2 

31 

167.3 

8.3 

-25.1 

NM 

NEG 

)  PERIPHERALS  &  OTHER 

oup  Composite 

1062.2 

-1 

8896.1 

10519.3 

19702.7 

0 

165.0 

5.4 

-293.7 

NM 

NEG 

A  International  (7) 

AM 

40 

1 0 

1037.5 

18 

1 347.0 

18 

534.7 

-14 

138.4 

0.8 

-125.7 

NM 

NEG 

ncTec  (3) 

BTEC 

8.5  ** 

i  r\ 
W 

A  0  ~7A  O 

4J/0J 

15 

4904.3 

1  Q 
1  J 

o  o  o  o 

oo 

1 20  6 

3.6 

21.1 

1 3 

40.2 

erry  (2) 

CHER 

9.1 

13 

3197.1 

17 

2793.5 

16 

266.2 

16 

93.5 

34 

1  19 

304 

763 

■nicom 

GECM 

9.3  ** 

-12 

4336.8 

16 

18677 

17 

221.9 

0 

103.3 

4.2 

-3.2 

NM 

NEG 

y  Tronic  (6) 

KTCC 

6.7  ** 

27 

5565.6 

13 

3751  5 

15 

123.3 

-1 

102.4 

54 

4.4 

NM 

153.3 

tope  Group 

MILT 

5  4" 

-10 

10297.1 

10 

85550 

9 

84.3 

-26 

160.6 

64 

0.2 

-97 

2586.6 

*  1  T     L      1  • 

\\  Technologies 

'  IATL 

5  0 

37 

8964  3 

12 

7313.3 

81.0 

20 

144.7 

6.2 

8.3 

4 

60.5 

itional  Computer  Systems  (1 ) 

NLCS 

13.8 

-8 

51004 

14 

4317.8 

14 

305.5 

2 

113.1 

4.5 

-29 

NM 

NEG 

:twork  Computing  Devices 

NCDI 

7.9 

17 

22175.1 

5 

21435.9 

4 

144.3 

20 

407.5 

5.4 

13.8 

30 

57.1 

ntronix  (3) 

PTNX 

10.2  ** 

-16 

12287.1 

7 

10686.3 

7 

93.9 

6 

113.2 

10.9 

-2.2 

NM 

NEG 

(9) 

AQM 

15.9 

0 

11124.9 

8 

9068.8 

8 

297.4 

14 

208.7 

5.3 

-4.9 

NM 

NEG 

dius  (9) 

RDUS 

15.2 

30 

41445.3 

1 

29076.2 

1 

134.9 

-15 

368.5 

11.2 

-29.4 

NM 

NEG 

sterOps  (6) 

ROPS 

9.1 

24 

282515 

3 

21254  8 

5 

100.0 

-18 

3106 

9.1 

-16.7 

NM 

NEG 
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COMPANY 


R&D  EXPENSES 


SALES 


STOCK  SYMBOL 


CHANGE   

FROM 

1993     1992  1993 

S  MIL      %  S 


PFR  EMPIOYEF 


1993 
RANK 


AVG. 
1989-93 

S 


AVG. 
1989-93 
RANK 


CHANGE  R&D 

FROM      PER  AS  % 

1993      1992  EMPLOYEE  OF 

SMIL      %  STHOUS.  SALES 


PROFITS 


CHANGE  m 

FROM  AS 

1993      1992  Of 

S  MIL.       %  PROF 


Standard  Microsystems  (2) 
SuperMac  Technology 
Symbol  Technologies 
Tseng  Labs 
Xerox 


SMSC 
SMAC 

SBL 
TSNG 

XRX 


17.2 
17.9  ' 
23.1 
1.0 
383.0 


31 
91 
28 
29 


26565.5 
34204.2 
11032.1 
18722.2 


4  253273  3 

2  27237.5  2 

9  6521.5  12 

6  12501.7  6 


-4     9103.1     11      8298.9  10 


250.5 
2025 
360.0 
75.5 
16193.0 


89  386.0 

62  386.5 

4  172.2 

0  1398.6 

-1  166.9 


6.9 
8.9 
64 
1.3 
5.5 


27.9 
-5.1 
19.4 
16.4 
-227.0 


NM  61. 

NM  NEiF"' 

NM  1  IE 
-26  6. 

NM  NB 


(G)  SOFTWARE  &  SERVICES 

Group  Composite 


2420.1 


24  25659.5 


24011.7 


17913.3    21    189.9  13.5 


3068.1 


21  78 


Adobe  Systems  (11) 
Aldus 

American  Software  (4) 
Artisoft  (6) 


ADBE  649  *  31  649319  1  48621.1  1  313.5  18  313  8  20.7  91.1  31  71 

ALDC  32.1  15  304848  19  24396  8  21  206.8  19  196.6  15.5  14.0  41  229 

AMSWA  10  8  20  12140  9  40  8125  2  40  106.8  -6  120.5  10.1  6.7  -76  159 

ASF  5  0  62  11847.4  41  8015  8  41  84.6  16  198.7  6.0  14  5  -31  34 


Autodesk  (1) 
Banyan  Systems 
BMC  Software  (3) 
Boole  &  Babbage  (9) 


ACAD  63.7  13  35631.4  11  30506.8  11  418.7  14  234.2  15.2  96.8  39  65. 

BNYN  16.2  13  23378.6  26  22766  4  25  127.8  13  184.6  12.7  20  7  58  78. 

BMCS  447  60  49194.7  2  37860.2  3  238.5  29  262.4  18.8  93.4  40  47. 

BOOL  150  0  22905.0  27  17719.0  33  118  2  7  181.1  12.7  11.2  45  133. 


Borland  International  (3) 
Broderbund  Software  (8) 
Cadence  Design  Systems 
Ceridian 


BORL 
BROD 
CDN 
CEN 


76.3 
13.7 
822 
33.4 


21  40457.3 

29  34007.4 

6  33179.7 

10  4394.7 


6  32988.1  6 

12  30770.4  9 

13  30892  8  8 
42  7585.0  42 


464.0 
95.6 
368.6 
886.1 


-4  246.!  16  4 

27  237.8  14.3 

-12  148.9  22.3 

7  116.6  3.8 


-40.7 
21.9 
-0.5 

-18.2 


NM  NEC  Le, 

42  62. 

NM  NE(  [*■""?. 

NM  NEC  T 


Computer  Associates  International  (3)  CA  223.3  10  30954.1  18  26512  3  18  1841.0  22  255.2  12.1  383.7  44  58. 

Compuware(3)  CPWR       28.5  -32  15759.4  37  20713  7  27  234.9  34  129.9  12.1  50  8  NM  56 

Comshare(6)  CSRE        189  *  5  21878.2  30  13814  3  37  105.2  -12  122.0  179  -1.1  NM  NB 

Continuum  (3]  CNU       43.4  *  2  39135.3  7  34885.6  4  122.9  -2  110.8  35.3  9.4  -37  462 


Electronic  Arts  (3) 

Evans  &  Sutherland  Computer 

Informix 

Interleaf  (3) 


ERTS 
ESCC 
IFMX 
LEAF 


37.5 
31.8 


20  0 


74  41154.9 

1  28870.0 

42  28427.8 

10  22241.6 


4  33002.2  5 

22  25155.9  19 

23  19798.4  29 
29  20215.6  28 


298.4 
142.3 
352.9 
1 173 


70  327.9  12  6 

-4  129.3  22.3 

24  2054  13.8 

17  130  7  17.0 


43.7 
2.8 
877 
11.6 


59  85. 

-74  1121. 

42  55. 

79  171 


Intersolv  (4) 
Intuit  (9) 
Keane 

KnowledgeWare  (6) 


ISLI 
INTU 
KEA 
KNOW 


14.1 
13.0 
1.6 
326 


15  31450.9 

56  21740.4 

71  662.7 

25  391226 


16  28949.0  15 

31  21740.4  26 

44  6375  44 

8  23792.5  23 


80.4 
121.4 
175.8 
128.8 


2  179.5  17.5 

45  203.3  10.7 

77  744  0.9 

10  154.8  25.3 


-12.0 
13.8 
15.6 

-27.2 


NM  NEC  K 

69  94.- 
49  10. 

NM  NEC 


Legent  (9) 

Logicon  (3) 

Lotus  Development 

MacNeal-Schwendler  (1 ) 


LGNT 
LGN 
LOTS 

MNS 


70.9 
2.3 
172  0 
22.3 


18  29530.8 
-19  748.2 

22  36298.9 
1  NA 


21  24543  8  20 

43  801.2  43 

10  32760.1  7 

NR  NA  NR 


442.2 
323.6 
981.2 
796 


4  184  2  16  0 

9  103.6  0.7 

9  2071  175 

3  NA  28.1 


92.9 
252 
101.8 
16.9 


76  ;  ! 

9.: 


99 
35 

-15  169 
1  131.; 


Marcam  (9) 
Microsoft  (6) 
Novell  (10) 
Oracle  Systems  (5) 


MCAM 
MSFT 
NOVL 
ORCL 


28.9 
470.0 
164.9 
169.5 


59  27781.7 

34  32571.0 
36  37222.8 

35  18326.3 


24  23796.3  22 

15  302102  13 

9  30081.5  14 

34  14929,4  36 


126.0 
3753.0 
1122.9 
1502.8 


38  121.2  22.9 

36  2601  12.5 

20  253.5  14.7 

28  162.5  11.3 


3.6 
1401.0 
104.0 
218.0 


-71  793 

35  33. 

-72  158. 
127 


77.;  in, 


Parametric  Technology  (9) 
Phoenix  Technologies  (9) 
Progress  Software  (11) 
Ross  Systems  (6) 


PMTC 
PTEC 
PRGS 
ROSS 


1  I  5 
158 
15.6 
15.4 


47  127575 
3  40665.8 
17  18455.6 
69  22518.2 


39  17401.0  34 

5  426276  2 

33  18009  0  32 

28  18095.5  31 


163.1 
76.3 

1116 
87.1 


88  181.4  7,0 

7  196.0  20.7 

31  1321  14.0 

15  127.2  17.7 


68.5 
4.3 
198 

-0.6 


106  16.1 

2  365.: 

32  78.c 

NM  NEC  mi: 


Santa  Cruz  Operation  (9) 
Software  Toolworks  (3) 
Sterling  Software  (9) 
Structural  Dynamics  Research 


SCOC 
TWRX 
SSW 
SDK 


246 
48 
46.3 
35.8 


11  20369.2 

39  14373.1 

3  16535.7 

23  30172.7 


32  191895  30 

38  10593.5  39 

36  122894  38 

20  23319.9  24 


178.2 
119  6 
411.8 
186.3 


9  147,6  13.8 

17  357.0  4.0 

9  1471  11.2 

14  157.0  19.2 


17.3 
3.7 
-483 
216 


89  141.5 

NM  129.C 

NM  NEC 

1  166. 


Sybase  SYBS  695  **  48    27491.7  25  27867.2  16  426.7  61  168.8  163  712  80  97. 

Symantec  (3)  SYMC  44  3  24  43783  6  3  30614  7  10  206  0  -6  203  6  215  -17.2  NM  NEC 

Synopsys(9)  SNPS  184  80  31150.8  17  27509  3  17  108.0  71  183.1  170  20.9  87 

System  Software  Associates  (10)  SSAX  29  6  42    174118  35  16663.2  35  263.4  15  154  9  11.2  35.7  -14  82.9 

Viewlogic  Systems  VIEW  16  6  29  328873  14  30424  7  12  93.5  33  184.7  178  18.1  70  92. 


(H)  SYSTEM  DESIGN 

Group  Composite 


449.2 


1  17905.5 


14750.3 


3881.9    -9    154.7  11.6 


-446.6    NM    NEG  k 


ASK  Group  (6) 

Bolt  Beranek  &  Newman  (6) 

Cerner 


ASKI  51.1  21  221172  4  18818.7  4 
BBN       340  1  20473.8      5    14590.9  6 

CERN        12.8        32    13964.1       7    12066.3  7 


426.2     -1     184.3    120  1.2     NM  4127.1 

233.5  -10     1404    146  -32.3     NM  NEG 

120.6  19     131.3    10.6  241       48  53. 


Compute  rvision 
Control  Data  Systems 
FileNet 


CVN      119.9  **     6  31562.6      2    25678  4  3 
CDAT       23.8      -40     7569.1      12    10059.5  9 
FILE       15.3       -8  17266.7      6    15977.4  5 


827.3  -22  217.7  14  5  -571.1  NM  NFG j 
451,8    -13     143.8     5.3  11.0     NM  216.8 

158.8     15     179,4     9.6  12.5     NM  122.0 
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R&D  SCOREE  1 


i  MPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1993 

1992 

1993 

1770 

I707-7J 

1989-93 

1993 

1992 

EMPLOYEE 

OF 

1993 

1992 

OF 

$  MIL 

% 

S 

RANK 

s 

RANK 

S  MIL 

% 

S  THOUS. 

SALES 

$  MIL 

% 

PROFITS 

) 

HBOC 

25  5 

1 8 

nss6  a 

1  J  U JO .  O 

8 

11273.7 

3 

2371 

]  7 

1 25  9 

10.8 

30.5 

54 

83.7 

Jmark  Graphics  (6) 

LMRK 

13.7 

-4 

26788.2 

3 

26554.0 

2 

876 

7 

171  7 

15.6 

7.1 

NM 

193.7 

Systems 

MAIS 

5.2 

-67 

6682.8 

13 

6055.8 

13 

115.3 

-59 

146.9 

4.6 

283 

NM 

18.5 

1  itor  Graphics 

MENT 

85.0 

7 

40498  6 

1 

32609  8 

1 

339.8 

-3 

161.8 

25.0 

-29.6 

NM 

NEG 

ignition  International  (10) 

REC 

14.6 

23 

8679.1 

10 

6741.3 

12 

230.6 

16 

137.0 

6.3 

1  18 

27 

123.5 

red  Medical  Systems 

SMED 

37.1 

10 

9237.1 

9 

85619 

10 

500  5 

7 

124.7 

7.4 

51.7 

15 

71.8 

i  Systems  (9) 

TRSC 

11.0 

9 

7921.6 

11 

7446.1 

11 

152.8 

0 

109.9 

7.2 

8.1 

48 

135.3 

PAPER  &  FOREST  PRODUCTS 

iUSTRY  COMPOSITE 

440.6 

0 

2051.7 

1890.9 

39632.4 

0 

184.5 

1.1 

1585.4 

31 

27.8 

e  Cascade 

BCC 

11.5 

-2 

662.1 

610.7 

11 

3958.3 

7 

228.0 

0.3 

-125.6 

NM 

NEG 

solidated  Papers 

CPER 

6.0 

7 

12131 

8 

11670 

10 

9473 

5 

1915 

0.6 

1 10.4 

36 

5.4 

son  Bur  nes  Group 

HBGI 

1.1 

-8 

2165.4 

5 

21031 

6 

1327 

4 

261.3 

08 

2.4 

NM 

463 

es 

River  Corp.  of  Virginia 

JR 

41.8 

-5 

1194  3 

10 

1168  6 

9 

4650  2 

-2 

1329 

0.9 

16.7 

NM 

250.8 

berly-Clark 

KMB 

158.5 

2 

3762.1 

1 

3471.2 

1 

6972.9 

-2 

165.5 

2.3 

811.0 

49 

19.5 

iville 

MVL 

31.3 

-8 

1956.2 

7 

2070.2 

7 

2275.9 

3 

142.2 

1  4 

6.4 

-92 

492  7 

onier 

RYN 

7.3 

-12 

2808.5 

2 

2808.5 

2 

936.3 

-4 

3601 

0.8 

105.4 

NM 

6.9 

It  Paper 

SPP 

62.3 

2 

24054 

3 

2245.3 

4 

4748.9 

-7 

183.4 

1.3 

-342.7 

NM 

NEG 

jn  Camp 

UCC 

459 

3 

2399.9 

4 

2425.4 

3 

3120.4 

2 

163.2 

1  5 

100.1 

53 

45.8 

stvaco  (10) 

W 

30.5 

-2 

2110.7 

6 

21065 

5 

2344.6 

0 

1624 

13 

92.9 

-55 

32.8 

yerhaeuser 

WY 

445 

3 

1209.8 

9 

1321.4 

8 

9544.8 

3 

259.7 

0.5 

808.5 

44 

5.5 

SERVICE  INDUSTRIES 

)USTRY  COMPOSITE 

205.8 

15 

1141  1 

3316.7 

20394.5 

3 

113.1 

1.0 

660.7 

12 

31.1 

vay  (6) 

4.9 

-17 

620.3 

20 

248.6 

24 

17106 

-5 

216.5 

0.3 

18.8 

NM 

26.0 

er 

Mfg. 

BTLR 

2.3 

21 

750.7 

18 

658.6 

19 

575.8 

15 

1879 

0.4 

29.8 

NM 

7.7 

gon  Carbon 

CCC 

6.5 

5 

4932.6 

4 

4069.0 

5 

2694 

-10 

2041 

2.4 

30.8 

-30 

21.1 

'is 

Water  &  Waste  Industries  (4) 

DWW 

10 

30 

1398.1 

12 

764.6 

17 

191.0 

2 

261.3 

0.5 

0.4 

NM 

262.1 

\amics  Research 

DRCO 

2.0 

37 

1689  4 

10 

974.9 

13 

101.1 

-1 

85.1 

20 

3.0 

-54 

67.1 

iG 

EGG 

34  7 

8 

1084.4 

14 

821.8 

14 

2697.9 

-3 

84.3 

1.3 

1219 

1 

28.5 

ter  Wheeler 

FWC 

84 

21 

893.0 

16 

766  6 

16 

2583.0 

4 

276.3 

0.3 

99  3 

41 

8.4 

jert  Associates 

GILBA 

1.7 

32 

4506 

21 

500.5 

21 

285.4 

-3 

74.2 

0.6 

11.2 

-25 

15.5 

itage  Media 

HTG 

1.1 

35 

66  9 

25 

56.0 

25 

291.2 

16 

17.9 

0.4 

3.0 

NM 

36.1 

sehead  Resource  Development 

HHRD 

3.4 

33 

5914.8 

2 

3457.6 

6 

98.2 

-3 

170.7 

35 

0.2 

NM 

1709  0 

>rmation  Resources 

IRIC 

23.5 

120 

4054.3 

7 

1762.2 

9 

334.5 

21 

57.7 

7.0 

360 

12 

65.2 

tuform  Technologies 

INSUA 

2.7 

-38 

4369  8 

6 

14593.6 

2 

100  5 

5 

161.6 

2.7 

11.0 

NM 

24.8 

tian 

KAMNA 

184 

3 

34216 

8 

2395.2 

7 

792.5 

1 

147.8 

2.3 

-40.5 

NM 

NEG 

Dermott  International  (3) 

MDR 

19.5  ** 

-9 

748.4 

19 

8022 

15 

31726 

-10 

122.0 

0.6 

125.6 

-12 

15.5 

rrison  Knudsen 

MRN 

3.7 

NM 

3107 

23 

310.7 

23 

2702.5 

19 

226.9 

0.1 

62.8 

158 

5.9 

cogen 

MYCO 

169 

100 

19900  8 

1 

30876  0 

1 

120.5 

255 

42  3 

14.0 

-54.9 

NM 

[Jb<  . 

tional  Education 

NEC 

24.0 

20 

5714.3 

3 

4561.3 

3 

355.9 

-5 

84.7 

67 

-22.7 

NM 

NEG 

tional  Patent  Development 

NPD 

2.8 

-39 

1653.3 

2181.2 

8 

189  7 

-3 

110.2 

1.5 

-10.7 

NM 

NEG 

mier  Industrial  (5) 

PRE 

3.4 

0 

772.7 

17 

706  5 

18 

690.9 

8 

157.0 

0.5 

138.2 

1  1 

2.5 

Z  Energy  Services 

RES 

1.2 

0 

9838 

15 

1258.5 

1 1 

123.5 

23 

105.5 

0.9 

9.9 

82 

11.6 

ence  Applications  ( 1 ) 

5.7 

-31 

344,8 

22 

571.4 

20 

16696 

1 1 

101.2 

0.3 

69.8 

16 

81 

ey 

Industries 

TAL 

3.1 

-20 

1197.5 

13 

1205.2 

12 

324.2 

1 

1244 

1.0 

-3.2 

NM 

NEG 

ion 

Switch  &  Signal 

UNSW 

4.8 

85 

4456.4 

5 

4456.4 

4 

1641 

21 

153  8 

2.9 

7.8 

104 

607 

rlen  (1) 

VRLN 

4.3 

20 

2138.9 

9 

1730  7 

10 

291.9 

10 

143.8 

15 

18.7 

30 

232 

!t  Information  Sciences  (10) 

VOLT 

5.8 

2 

2944 

24 

390.3 

22 

558.1 

7 

28.2 

1.0 

-5.6 

NM 

NEG 

TELECOMMUNICATIONS 

DUSTRY  COMPOSITE 

4240.6 

7 

7149.1 

13333.4 

114699.4 

3 

193.5 

3.7 

8081.1 

-36 

52.5 

•C  Telecommunications  ( 1 0) 

ADCT 

41.0  " 

14 

16648.2 

11 

13366.9 

12 

366.1 

16 

148.7 

1  1  2 

49.7 

43 

82.4 

pect  Telecommunications 

ASPT 

11.5 

30 

22936.1 

5 

198571 

5 

106.5 

50 

212.5 

10.8 

18.8 

186 

61.1 

SJ 

T 

3428.0 

6 

11104.6 

15 

10379.4 

14 

67156.0 

3 

217.5 

5.1 

6213.0 

5 

552 

*C  Industries  (7) 

CMCI 

6.3 

19 

3781.6 

20 

3781.6 

19 

150.6 

7 

90.4 

4.2 

0.5 

-88 

1224.1 

msat 

CQ 

13.4 

-12 

8766.9 

16 

9996.0 

15 

6404 

14 

419.4 

2.1 

124.5 

86 

10.8 

C  Communications 

DIGI 

104.2 

20 

257770 

4 

22445.6 

3 

730.8 

36 

180.8 

14.3 

109.5 

548 

952 

ecutone  Information  Systems 

XTON 

9,9  ** 

19 

41167 

19 

3435  2 

20 

303.3 

9 

126.4 

3.3 

8.0 

98 

122.9 

;nera!  DotaComm  Industries  (9) 

GDC 

27.6 

20 

15153.3 

13 

120951 

13 

211.8 

7 

116.4 

130 

7.2 

138 

3855 

E 

GTE 

135.0 

-15 

1153.8 

22 

1481.6 

21 

19748.0 

-1 

168.8 

0.7 

1692.0 

-41 

8.0 

eilicall 

ICL 

4.1 

15 

17523.4 

9 

16353.2 

10 

84.2 

-46 

358.5 

4.9 

-1.3 

NM 

NEG 

er-Tel 

INTL 

4.1 

5 

6744.3 

17 

6869.4 

17 

893 

13 

1463 

4.6 

6.1 

25 

67.2 

'A-Com  (9) 

MAI 

19.4 

-1 

4933.9 

18 

3975.1 

18 

339.9 

-12 

864 

5.7 

-24.7 

NM 

NEG 

OREBOARD 
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COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

1993 
SMIL 

FROM 
1992 

% 

1993 
S 

1993 
RANK 

AVG. 
1989-93 
S 

AVG. 
1989-93 
RANK 

1993 
.SMIL 

FROM 
1992 

% 

PER 
EMPLOYEE 
S  THOUS. 

AS% 
OF 

SALES 

1993 
SMIL 

FROM 
1992 

aS; 
Of 
PROFI 

I  

Li 

I 

NYN 

162.8 

24 

2136  5 

21 

1471.7 

22 

134078 

2 

1 76  0 

1  2 

-445  1 

NM 



MFC 

i\/~ic-    C  nmmi  mi^nhnnc  \f\\ 

OCTL 

35  0 

38 

22344  0 

6 

17679  9 

7 

249  5 

32 

159  3 

140 

33  6 

10 

104  ] 

[  ■ 

Pacific  Telesis  Group 

PAC 

30.0 

0 

499.6 

23 

556.8 

23 

9244  0 

2 

153.9 

0.3 

201.0 

-89 

14.( 

M 

PictureTel 

PCTL 

33.4 

47 

41130  7 

1 

30527.1 

2 

176.3 

25 

217.3 

1 8.9 

1 14 

-15 

293 

bl)i 

rlonrronics  (*J) 

PLT 

6  9 

60 

NA 

NR 

NA 

NR 

112  3 

NA 

6  1 

-A  A 

NM 

r  J  FY 
INC*. 

Scicnrific-Arionto  (6) 

SFA 

60  2 

15 

1671 1  4 

10 

13854  3 

]  ] 

730  6 

26 

203  0 

8  2 

32  9 

52 

1  oz. 

1  -: 

Symmetricom  (6) 

SYMM 

8.4 

41 

13541.3 

14 

8721.4 

16 

879 

28 

142.5 

9.5 

7.7 

173 

'08. 

•  - 

Telco  Systems  (8) 

TELC 

15.6 

33 

35183.3 

2 

21864.9 

4 

83.2 

~14 

1883 

187 

-18.2 

NM 

NEC 

Telebit 

TBIT 

92 

-6 

27671.7 

3 

311578 

1 

808 

-8 

243.3 

11.4 

-10.5 

NM 

NEC 

kill 

Tellabs 

TLAB 

510 

20 

21513.5 

16987.0 

9 

320.5 

24 

135.2 

15.9 

35.8 

87 

142, 

[  : 

L-lSt 

U.  S.  Robotics  (9) 

USRX 

145 

43 

192371 

8 

18268.4 

6 

189.2 

68 

250.5 

77 

259 

47 

56.1 

VMX  (6) 

VMXI 

9.4 

37 

16388.5 

12 

17227.1 

8 

90.5 

20 

157.6 

10.4 

7.8 

39 

119.' 

En 

ft 

I 

i 

■ 

17c 

'.(Kill 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A  L  laboratories  1 0a 
Abbott  Laboratories  10b 
Abexl 

Acme  Electric  7a 
Acm&Oeveland  13b 
Actava  Group  4 

10b 
Aouom  15d 
ADAC  Laboratories  10b 
Adaptec  1 5  b 
ADC  Telecomms  18 
Adobe  System:,  1 5g 
Advanced  Logic  Research  1 5c 
Advanced  Medico  10b 
Advanced  Micro  7d 
Advanced  Technology  Labs  1  Ob 
AEL  Industries  7b 
AGCO  13c 
Agway  17 

Ar  Products  &  Chem(cals3 
Alamo  Group  13c 
Albany  International  1 3d 

14a 

1 5g 

Allegheny  Ludlum  14b 
Allen  Group  7b 
10a 

Alliont  Techsystems  1 3a 
AlliedSignal  4 
7d 
1  4o 
ALZA  10a 
AM  International  15f 
1 5c 

•  5b 

American  Crystal  Sugar  8 
10a 

American  FJtrona  13a 
Americar,  He  i  1  Oa 
American  Maize-Prodis  8 
Americar  Management  Sys  1 5d 
American  Power  7a 
American  Software  15g 
Ameion  1 1 
Ametel  7a 
Amgen  10a 
Amoco  9a 
AMP  7d 
•  7b 

7d 

Amsco  International  10b 
Anocomp  15a 
■'■  ,  ■  ■        ■  7d 
Analogic  7c 


7b 

Anthony  Industries  12 
Apple  Computer  15c 
Applied  Magnetics  1 5e 
Applied  Materials  1 3c 
Applied  Power  13c 
AptarGroup  13a 
Archer  Daniels  8 
Arco  Chemical  3 
12 

Armco  14b 
Armstrong  World  5a 
Arow  International  10b 

1  5g 
Ashland  O,!  9a 
ASI  Holding  1 1 
ASK  Group  15h 
Aspect  Telecommunications  1 8 
AST  Research  15c 

-  '••       :  13c 

AT&T  18 

Atlantic  Rkdhl  9a 
Atmel  7d 
7d 

Autoclave  Engineers  7c 
1 5g 

Automatic  Data  15d 
Avery  Denmson  13a 
Avid  Technology  12 
Avon  Products  5c 
t  7b 


&E  Hold-ngs  13c 
Badger  Meter  7c 
Baker  Hughe;  9b 
Baldor  Electric  7a 
Baldwin  Technology  1 3c 
Sol!  6 

Baity  Gaming  Intl.  1 3a 
15f 
2c 

Banyan  Systei    1 5g 
10b 

Barry  |R  G  |  5b 
Bausch  &  Lomb  10b 
Baxter  International  10b 
BE  Aerospace  1 
Beck  man  Instruments  7e 
Becton,  Didunson  10b 
BEI  Electronics  7c 
Belden  14c 
Bell  &  Howell  15a 
Bell  Sports  12 
Bern*  6 
Best  Loo  1 3b 


Best  Power  Technology  7a 
Bethlehem  Steel  14b 
Betz  Laboratories  3 

13a 
Binks  Mtg  13c 
Bio-Rac  Laboratories  7c 
Biooaft  Laboratories  10a 

10a 
Biomet  1 0b 
Bisys  Group  15d 
BJ  Service  9b 
Black  &  Decker  13b 
Blessings  13a 
Block  Drug  5c 
Bbunt13b 
BMC  Software  15g 
Boeing  1 

Base  Cascade  16 
Bolt  Beranek  &  Newmar  15h 
Boole  &  Babboge  1 5g 
Borden  8 

Borg-Wainer  Automotive  2b 
Borland  International  15g 
Boston  Scientific  10b 
Brady  (WH)  13a 
~.  e,.  ;  2b 
Brggs  &  Stratton  1 3c 
Bristol-Myers  Squibb  1  Oa 
Broderbund  Softwcre  1 5g 
Broobee  7d 

Brown  &  Sharpe  Mfg  1 3b 
12 

Brush  Wellman  14c 
Burlington  Industries  13d 
Burr-Brown  7d 
Bu'!er  Mtg  17 
BWIP  Holding  13c 


Cabletron  Systems  15b 
3 

Cadence  Design  Systems 
17 

California  Mcowave  7b 
Calloway  GoM  12 
Cambrex  3 

Cameo  International  13c 
Campbell  Soup  8 
13a 

Carpente.  Ted  14b 
Carter-Wallace  10a 

1 3b 

13c 

CBI  Industries  3 
Centrcl  Sprinkler  13a 
Cendion  15g 


I5g 


!5h 

Chart  Industries  13a 
Cnattem  5c 

Checkpoint  Systems  7b 
Cherry  15f 
9a 

Chipcom  15b 

Chips  &  Technologies  7d 

10a 
Chrysler  2a 
Church  &  Dwignt  5c 
Cincinnati  Mitacron  13b 

10b 

Grrus  Logic  1 5b 
Cisco  System;  1 5b 
2b 

Clark  Equipment  13c 
Cforox  5c 
CMC  Industries  18 
CMI  13c 

Coachmen  Industries  12 
Cobro  Electronics  7b 
Coherent  7c 
Cohu  7c 

7a 

Coigate-PoimoWe  5c 
Coitec  Industries  4 
Commercial  Intertech  13c 
Commodore  inri  15e 
Compaq  Compute'  1 5c 
Compression  Labs  7b 
Computer  Associates  1 5g 
Computer  Language  Rsch  15d 
Computer  Products  7a 
Computervision  1 5h 
Corripuware  15g 
Comsat  18 
Comshare  15g 
Concord  Fabrics  1 3d 
Concurrent  Computer  15c 
Conner  Peripherals  1 5e 
Consoidated  Papers  1 6 
Continental  Bakmg  Group  8 
Continental  Can  6 
'  5g 

Control  Dota  Systems  15h 
Convex  Computer  15c 
Cooper  Companies  1  Ob 
Cooper  Industries  7a 
Cooper  Tire  &  Rubber  2c 
Coors  [Adoiph]  5b 
Copley  Pharmaceutical  10a 
i  10b 
1 3a 

CPC  International  8 
1  3a 


Cray  Research.  15c 
Crompton  &  Knowles  3 
Cross  (AT ]  13a 
Crown  Cork  &  Seal  6 
Crown  Crafts  1 3d 

as  7d 

Cube  7c 

Cummins  Engine  2b 
Curtiss-Wnght  1 
Cypress  Semiconductor  7d 
Cyrix  7d 


Do'las  Semiconductor  7d 
Dana  2b 

Doniel  Industries  7c 
Data  General  15c 
Doto  Switch  15b 
Datapomt  15c 
Daiascope  1  Ob 

Davis  Woter  &  Waste  Inds  17 
Day  Runner  15a 
1 3c 

Dekalb  Genetics  8 
Del  Laboratories  5c 
v  .■■  8 
Dell  Computer  15c 
Dentspry  Intl  10b 
Defiex  3 
Detroit  Diesel  2b 
Dexter  3 

Diagnostic  Products  10a 
Diasonics  Ultrasound  10b 
Diceon  Electronics  7d 
Diebold  15a 
Dig  International  1 5b 
9b 

Digital  Equipment  1 5c 
Digital  Microwave  7b 
Dionex  7c 

2b 
13a 

Dover  13c 
Dow  Chemical  3 
1 4c 

Dresser  Industries  1 3c 
DSC  Communs  18 
DuPont  3 

Duracell  International  13a 
13c 

Dynomics  Corp  of  America  5a 
Dynamo  Research  17 
Dynalech  15b 


10a 

Eogle  Industries  13a 
Eagle-Picher  Industries  2b 
Eastman  Chemical  3 
Eastman  Kodak  1 2 
Ecton  2b 
Echlm  2b 
Ecolab  5c 
EDO  7b 
EG&G17 

o  Industries  13a 
Electroglas  1 3c 
Electromagnetic  Sciences  7b 
Electronic  Arts  15g 
Electronics  for  Imaging  1 5b 
EMC15e 
Emerson  Electric  7a 
EmJexl5b 
Encore  Computer  15c 
Engelhard  3 

Enwrodyne  Industries  13a 
Escalade  12 
ESCO  Electronics  7c 
Essefl3a 

Esterlme  Technologies  1 3c 
Ethyl  3 

Evans  &  Sutherland  1 5g 
1  5e 

beat  7d 

Excel  Industries  2b 
Executone  Information  Sys  18 
Exide  Electronics  Group  7a 
9a 


Foe  i-dostne:  13d 
13a 
5a 

Farmlond-lndustTies  8 
Fan  13c 

5o 

Federal-Mogul  2b 
Ferro3 
F;ggie  Intl  4 
FileNetl5h 
Fina  9a 

Rrst  Brands  1 3a 
First  Mississipp  3 
Fischer  &  Porter  7c 
Fleetwood  Ents  12 
Flexsieel  Industries  5o 
Flow  International  13c 
Fluke  7c 
FMC  13c 


Foamex  International  13a 
Ford  Motor  2o 
Forest  Laboratories  1  Oa 
Foster  Wheeler  17 
Fronklm  Electric  7a 
Fresemus  USA  10b 
FSI  International  13c 
Fuller  (H  B.)  3 

furor;  13a 


GJ  Holdings  3 
Galoob  (tewis|  Toys  12 
Gehl  13c 

Gelman  Sciences  7c 
GenCorp  1 
Generiiech  10a 
General  Binding  15a 
General  DatoComm  Inds  18  j,--^ 
General  Dynamo  1 
Genera!  Electric  4 
General  Instrument  7b 
General  Mills  8 
General  Motors  2a 
General  Signal  1 3c 
Genetics  Institute  10a 
15f 

Genryte  Group  7a 
Gen  Rod  7c 
Genzyme  10a 
Geon3 

Gerber  Scientific  13c 
Giddmgs  &  Lewis  1 3b 
Gilbert  Associates  17 
Gillette  5c 

1 3b 

GM  Hughes  Electronics  7b 
Goodrich  (B.F.J3 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  13c 
Grace  {W  R  |  3 
1 3c 

Greet  Lakes  Chemical  3 
Green  |AP.}  Industries  11 
Grow  Group  3 
GTE  18 

Gtech  Holdings  15d 
GTI  7d 

Guardsman  Products  1 1 
Guilford  Mills  13d 
Gundle  Environmental  Sys  13i 


-  : 


* 

Ilk 


11 

n  lie 
fell 
!j 

•  :: 
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-  ■ 

li 
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n  9b 

H  tfofd  Brothers  8 
vDavidson  12 
in  International  12 
m  Industries  7b 
chfeger  13c 
7b 
13c 


3  12 

1  Ir.ri  14b 
15h 

dyne  10b 

2  Curts  Induslrres  5c 
es3 

ge  Media  17 
5y  Foods  8 
rltPockard  15c 

13a 
xond  13a 
hare  7a 

n  Burnes  Group  16 
Industries  1 5a 
/well  7c 
si  Foods  8 
head  Resource  17 
ell  7a 
Mfg.  15a 

rnson  Technology  15e 
Athletic  Industries  5b 
•Yale  Materials  13b 


15c 

laboratories  10a 
Tool  Works  13a 
ex  10c 

idustries  7c 

iol  Holly  8 

co  13c 

ec  Chemical  3 

ration  Resources  17 

iw  1 5g 

ioli-Rand  13c 

.7d 

arm  Technologies  1 7 
i7c 

nent  Systems  1 3a 
ated  Device  Tech.  7d 

rd 

$18 
el  18 
iraph  15c 
Ae13c 
jof  15g 

atonal  Flavors  3 

xime  Tea  13a 

vlultifoods  8 

lational  Rectifier  76 

Specialty  Prods.  3 

olv  15g 

15g 

are  10b 

go  15e 

s  13c 

7b 


10a 


Circuit  7d 
a  River  16 
Industries  13c 
son  &  Johnson  10b 
son  Controls  7c 
son  Worldwide  1 2 
n7a 

Technology  13c 
lighting  7a 


K&F  Industries  1 

K-Tron  Inti.  7c 

Katser  Aluminum  14a 

Kaman  17 

Katy  Industries  1 3c 

Keane  15g 

Keithley  Instruments  7c 


Kemet  76 
Kendall  Intl  10b 
I  eoeted  13c 
Kennametc!  13b 
Kerr-McGee  9a 

14c 
Key  Tronic  1 5f 
Kimball  Intl  5a 
KmberryClork  16 
KLA  Instruments  7c 
Knape  &  Vogt  Mfg  1 3a 
Knogo  7b 

KnowledgeWare  1 5g 
Kollmorgen  7a 
K<  |mag  1 5e 

Kulde  &  Sofia  Inds.  13c 


LoZ-Boy  Chair  5a 
Lafarge  1 1 
Lam  Research  13c 
Lamson  &  Sessions  7a 
Landmark  Graphics  1 5h 
Lattice  Semicondxlor  76 
Lawter  International  3 
Lear  Holdinngs  13a 
LeaRonal  3 
Legent  15g 
Leggetf  &  Piatt  5a 
Life  Technologies  1 0a 
Litty  (Eli|  10a 
lilry  Industries  1 1 
Uncoln  Bedfic  13b 
Undsay  Mfg  13c 
Linear  Technology  76 
liqui-Box  6 
littelfuse  7a 
Litton  Industries  7b 
Lockheed  1 
Loctrte3 
Logicon  15g 
Loral  7b 

Lotus  Development  15g 
Lowrance  Electronics  7b 
LSI  Logic  76 
LTV  4 
07  7c 
Lubfizol  3 
Lumex  12 
13a 


M/A-Com  18 
MocDerm'id  3 
MocNea^Schwendie'  15g 
MagneTek  7a 
MA!  Systems  1 5h 
Mollinckrodt  Group  10b 
Manitowoc  1 3c 
Manvilie  16 
Marcam  1 5g 
Marion  Merrell  Dow  10a 
Mark  Controls  13a 
Mark  IV  Industries  1 3a 
Marquette  Electronics  10b 
Martin  Marietta  1 
Martin  Marietta  Materials  1 1 
Mosland  13d 
Material  Science^  1 3a 
Mattel  12 

Maxim  Integrated  Prods  7d 
Mario:  1 5e 


Maxwell  laboratories  10a 
Maxxam  14a 
Maxxjm  Medico.  10b 
Maybelline  5c 
MB  Communication',  15b 
McCormick  8 
McDermott  Intl.  17 
McDonnell  Douglas  1 
MDTlOb 
Measurex  7c 
Mede,  10b 
Medtronic  10b 
Megotesi  1 3c 
Mentoi  10b 
Mentor  Graphics  1 5h 
Merc!  10a 
Meslek  1 1 

Methode  Electronics  7d 
Microchip  Technology  7d 
Microdyne  7b 
Micron  Technology  7d 
Micronics  Computers  7d 
MiaopoLs  1 5e 
Microsoft  1 5g 
Miller  (Herman]  15a 
Millipore  7c 
Miltope  Group  15f 
Mine  Safety  Appliances  1 0b 
Minerals  Technologies  3 
Minnesota  Mining  1 3a 
Mississipp  Chemical  3 
Mobil  9a 
Modine  Mfg.  2b 
Molex  7d 

Monarch  Machine  Tool  13b 
Monsanto  3 
Moog  2b 

Moore  (Benjamin)  1 1 
Moore  Products  7c 
Morrison  Knudsen  1 7 
Morton  International  3 
7b 

Motor  Coach  Inds  Intl  2a 
Motorola  7b 
MTS  Systems  7c 
17 

Mylan  Laboratories  10a 


0'Sufliwnl3a 
Oak  Industries  7c 
Occidental  Pet  9a 
Oceaneermg  Intl.  9b 
Octe!  Communications  18 
OEA1 

OEC  Medical  Systems  10b 
OilOri  Corp  of  America  1 3a 
Olin3 

OM  Group  3 
Opti7d 

Optical  Cooling  Laboratory  7c 
Optical  Radiation  1 0b 
Oracle  Systems  15g 
Orbital  Sciences  1 
Oshkosh  Truck  2a 
Osmonia  13c 
Outboard  Marine  1 2 
OwensCormng  1 1 
Owens-Illinois  6 


Pacoof  2a 
Pacific  Scientific  1 
Pacific  Telesis  Group  1 8 
.  4 

PAR  Technology  1 5a 

Paragon  Trade  Brands  6 

Parametric  Technology  1 5g 

Parker  Hannifin  13a 

Penn  Engineering  <§.  Mfg  13a 

Pentair  13c 

Penwest  8 

PepsiCo  5b 

FerxirvEimer  7c 

Perrigo  10a 

Perrolite  3 

Pfizer  10a 

Phelps  Dodge  14c 

Philip  Morris  5b 

Phillips  Petroleum  9a 

Phoenix  Technologies  15g 

P.ctureTell8 

Pioneer  Hi-Bred  8 

Finey  Bowes  15a 

Fittway  4 

Ptanrronics  18 

Plastic  Containers  13a 


Nacco  Industries  13b 

Polaroid  1 2 

NAI  Technologies  1 5f 

Powell  Industries  7a 

Natco  Chemical  3 

PPG  Industries  1 1 

Nashua  6 

Pratt  &  Lambert  1 1 

National  Computer  Sys  1 5f 

Praxair  3 

Nationol  Data  1 5d 

Precision  Castports  1 4c 

National  Education  17 

P'emark  Intl.  4 

Notional  Semiconc  7d 

Premier  Industrial  17 

National  Steel  14b 

Prfntrona  15f 

National  Patent  Devel  17 

Procter  &  Gamble  5c 

Navistar  International  2a 

Frogress  Software  1 5g 

Nellcor  10b 

1 5b 

'  i'rV.  15f 

Funton-Bennert  10b 

Network  Equipment  Tech  15b 

Pyramid  Technology 1 5c 

Network  General  1 5b 

Pyxis  15a 

Network  Systems  15b 

Neutrogena  5c 

Newcor  13c 

QMS15f 

7c 

Ouaker  Chemical  3 

Nichois  Institute  10b 

Quaker  Oats  8 

Nike  5b 

Gualcomm  7b 

NL  Industries  3 

Quantum  15e 

1 5b 

Quixote  1 2 

Nord  Resources  14c 

Nordsor  13c 

Northrop  1 

Radiation  Systems  7b 

1 5g 

Radius  15f 

Novellus  Systems  1 3c 

Ralston  Purina  Group  8 

Nu-kote  Holding  13a 

RasterOps  15f 

Nynex  18 

Raychem  7a 

Raymond  13b 
Royonier  16 
Raytech  2b 
Raytheon  7b 
Read-Rite  7d 
Recognition  Intl  15h 
Reliance  Electric  7a 
Revell-Monogram  12 
Rexene  3 
Rexon  15e 

Reynolds  &  Reynolds  1 5a 
Reynolds  Metals  1 4a 
RhonePoulenc  Rorei  10a 
Rival  5a 

Riverwood  Inti  6 
RMI  Titans  1 4c 
Roadmasler  Inds  12 
Robbms  &  Myers  7a 
Rockwell  International  4 
Rogers  7d 
Rohm  &  Hoc 5  3 
Roper  Industries  13c 
Ross  Systems  15g 
Royal  Appliance  Mfg  5a 
RPC  Energy  Services  1 7 
RPM  11 

fi;,!  jbermoia  13a 


S3  15b 

Santa  Cruz  Operator  1 5g 
Scherer  fR  P  10a 
Schering-Plough  10a 
Schlumberger  9b 
Schwitzei  2b 
SCI  Systems  7d 
Soence  Applications  17 
Scientific-Atlanta  1 8 
SoMed  life  System,  10b 
Scotsman  Industries  1 1 
Scott  Paper  16 
Scons  3 

Seagate  Technology  15e 
Sealed  Ail  1 3a 
Sealnght  6 

Sensormolic  Electronics  7b 
Sequa  1 

1 5c 

Shared  Medicai  1 5h 
Sheldohl  7d 
Sherwin-Williams  1 1 
Sierra  Semiconductor  7d 
Signal  Technology  7c 
Silicon  Grophics  1 5c 
Silicon  Valley  Group  1 3c 
Silicon!*  7d 
Simpson  Industries  2b 
SIM  International  12 
Smith  (AO  2b 
Smith  Corona  15a 
Smith  International  9b 
Snapon  1 3b 

Sofamor/Danek  Group  10b 
Software  Toolworks  15g 
Solo  Group  10b 
Solectron  7d 
Sonoco  Products  6 
Spacelabs  Medico!  10b 
Spartan  Motors  2a 
Spcrton  7c 

.  \  10a 
Spreckels  Industries  8 
SPS  Technologies  13a 
SPX  13b 

St  Ives  Laboratories  5c 
St  Jude  Medical  10b 
Standard  Microsystems  15f 
Standard  Products  2b 
Standard  Register  1 5a 
Stanford  Telecomms  7b 
Stanley  Works  13b 
Stent  2b 


Starrer!  (LS|  13b 
Stepan  5c 

Sterling  Software  15g 
Stevens  Graphics  1 3c 
Storage  Technology  1 5e 
Stratus  Computer  1 5c 
Structural  Dynamics  15g 
Stryker  10b 
Slurm,  Ruger  13a 
Sun  9a 

Sun  Microsystems  15c 
Sundstrand  1 

SunGard  Dalo  Systems  15d 
Sunrise  Medicci  10b 
Sunward  Technologies  7d 
Superior  Industries  Intl  2b 
SuperMac  Technology  1 5f 
Sybase  1 5g 
Sybron  Chemicals  5c 
Sybron  Intemationo  10b 
Sylvan  Foods  Holdings  8 
Symantec  15g 
Symbol  Technologies  1 5f 
Symmetncom  18 
Synetic  10a 
Synopsys  1 5g 
SynOphcs  Communs  15b 
Syntex  10a 

Synthetic  Industries  1 3d 
SyQuest  Technology  1 5e 
System  Software  Assocs  15g 
Systems  &  Computer  Tech  1 5d 


Talley  Industries  1 7 
Tambrands  5c 
Tandem  Computers  1 5c 
Tech-Sym  7b 

Tecnoi  Medicol  Products  10b 
Tecumseh  Products  1 1 
Tektronix  7c 
Telco  Systems  1 8 
Telebtl8 
Teledyne  4 
Tellobsl8 
Teixon  1 5a 
1 3c 

Teradyne  7c 
Texaco  9a 
Texas  Instruments  7d 
Textron  4 
Thermedics  7c 
Thermo  Electron  7c 
Thermo  Fibers  13c 
Thermo  Instrument  Sys  7c 
Thiokol  1 

Thomas  &  Berts  7a 

Thomos  Industries  7a 

3Com  15b 

3M  13a 

Lmkenl3c 

TJ  International  1 1 

Tokheim  1 1 

Tokos  Medicol  10b 

Toro  5a 

Tracor  7c 

Trans  Resources  3 

Tredegar  Industries  13a 

Tremont  14c 

Triad  Systems  15h 

Tnarc  4 

Tncord  Systems  1 5b 
Trident  Microsystems  7d 
Trimble  Navigation  7c 
Trinova  13a 
TRW  4 

Tseng  Labs  1 5f 
Tuboscope  Vetco  li 
Twin  Disc  13c 
13c 

Tyco  Toys  12 


!  9b 


U.S.  Filter  11 
U  S  Robotics  18 
U  S  Surgical  10b 
Union  Camp  16 
Union  Carbide  3 
Union  Switch  &  Signal  17 
Uniroyal  Chemical  3 
Uniroyal  Technology  1 3a 
Unisys  1 5c 
United  Industrial  7b 
United  Technologies  1 
7d 

Universal  Foods  8 
Unocal  9a 

10a 
USG11 

USX-Marathon  9a 
USX-U.S.  Steel  1 4b 


Va'mont  Industries  1 3a 
Valspa- 1 1 

Varco  International  9b 
Vanan  Associates  7b 
Vanty  13c 
Varlen  17 
VenFone  15a 
Vicor  7d 

Video  Lottery  Techs  1 2 
Viewiogic  Systems  15g 
Vishay  Intertechnology  7d 
Vital  Signs  10b 
VLSI  Technology  7d 
VMX  18 

Volt  Info  Soences  1 7 
Vulcan  Materials  1 1 


Wabash  National  2b 
Wahlco  Environmental  Sys  13a 
2b 

Wang  Laboratories  15c 
Warner-Lambert  1 0a 
Watkins-Johnson  7b 
Weotherford  Intl  9b 
Weirton  Stee  1 4b 
WeliHeet  Communs  15b 
West  6 

Western  Atlas  9b 
Western  Co  of  N  Americo  9b 
Western  Digita  15e 
Westinghouse  Electric  7a 
Westvaco  16 
Weyerhaeuser  1 6 
Wheatiey  TXT  1 3c 
5a 

Whitta-ei  13a 
Winnebago  Industries  12 
Wifco  3 

WMS  Industries  13a 
Woodhead  Industries  7a 
WooaWard  Governor  7a 
Worthmgton  Foods  8 
WymanGotdon  13a 


Xerox  15f 
Xicor  7d 
Xilinx7d 
Xircom  15b 
1  5b 
York  Intl  1 1 

Zebra  Technologies  1 3c 
Zenith  Electronics  5a 
Zenith  Laboratories  10a 
Zeos  International  15c 
Zilog7d 
Zvtec7d 
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GLOSSARY 


CRITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as  of  Apr.  30. 
Sales,  Profits,  and  R&D  Expenses  were  converted  into  millions  of  U.  S.  dollars 
using  a  1 2-months'  moving  exchange  rate  based  on  the  company's  fiscal 
year;  percentage  changes  from  prior  year  were  calculated  using  the  local 
currency.  Companies  included  in  the  survey  are  the  200  international 
companies  reporting  the  greatest  research  and  development  expense. 


PROFITS:  Pretax  income  as  reported  by  the  company. 

R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research  and 
development  for  the  most  recent  fiscal  year.  Normally  excludes  R&D  under 
contract  to  others,  such  as  government  agencies. 

DATA:  GLOBAL  VANTAGE  (STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  Ol 
McG RAW-HILL  INC.) 
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R&D 

COUNTRY 

R&D 

COUNTRY 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

%CHG 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

%CH 

1 

Daimler-Benz 

DEL) 

60228 

-2 

-892 

NM 

5474 

-3 

57 

Rolls-Royce' 

GBR 

6290 

1 

-325 

NM 

404 

2 

Siemens 

DEL 

51946 

0 

1800 

2 

4759 

2 

58 

GBR 

22516 

-1 

3338 

-36 

394 

3 

Hitachi 

IPN 

60515 

-3 

1885 

-37 

4025 

-4 

59 

Fit  Snnnfi' 

til  JUIHJI 

FRA 

4060 

9 

314 

42 

393 

1 

4 

Motsushito  Electric  Industnol 

j  Pr  j 

56659 

-5 

1352 

24 

3227 

-4 

60 

Jdvay  

3EL 

8331 

1 

358 

-1 1 

380 

5 

Fujitsu 

JPN 

27799 

1 

-78 

NM 

3107 

-1 

61 

L'Oreal' 

FRA 

7113 

12 

726 

16 

378 

2 

5 

Alcotel  Alsthom 

FRA 

30614 

1 

1833 

-8 

2863 

3 

62 

Olivetti* 

ITA 

6581 

-7 

-459 

NM 

377 

7 

Toshibo 

JPN 

37159 

-2 

690 

-25 

2503 

-2 

63 

Oki  Electnc  Industry 

JPN 

5136 

-6 

-254 

NM 

363 

y 

RWE 

DEU 

33984 

3 

1418 

-12 

2431 

10 

64 

SWE 

2811 

24 

870 

51 

357 

3 

9 

Nippon  Telegraph  &  Telephone 

JPN 

52227 

2 

2435 

-30 

2372 

3 

65 

British  Petroleum 

GBR 

52509 

5 

1956 

63 

356 

-2 

10 

NEC 

JPN 

28225 

-7 

-303 

2208 

-9 

66 

Fujisowo  Phormoceuticol 

JPN 

2272 

2 

95 

-28 

320 

1 1 

ITA 

48467 

5 

770 

-44 

2132 

4 

67 

Merck  AG 

CHE 

1732 

8 

200 

-2 

316 

4 

1 2 

BUT      rl    .      ■  , 
rnlllpS  tl6CTrOniCS 

NLD 

33571 

3 

-284 

NW 

2087 

-5 

68 

Roussel  Uclaf' 

FRA 

2855 

3 

273 

72 

309 

13 

Bayer' 

DEU 

27334 

-3 

1724' 

-14 

1988 

3 

69 

Kubota 

JPN 

7551 

3 

141 

-52 

293 

1  4 

Hoechst* 

DEU 

30136 

-3 

1354 

-18 

1865 

1 

70 

Kao 

JPN 

6193 

6 

388 

11 

288 

JPI . 

32063 

2 

743 

-53 

1864 

-4 

7 1 

Toray  Industries 

JPN 

7793 

-1 

423 

-7 

275 

1  6 

Volkswogen 

DEU 

48904 

-9 

-1274 

NM 

1755 

-3 

72 

Yamanouchi  Pharmaceutical 

JPN 

2871 

0 

621 

3 

269 

17 

General  Electric  Co. 

GBR 

9614 

-3 

1461 

4 

1743 

147 

73 

Henkel' 

DEU 

9108 

9 

399 

-16 

266 

1 S 

Obo"Geigy 

XE 

15869 

5 

'.A 

NA 

1678 

3 

74 

Komatsu 

JPN 

6986 

-5 

247 

-27 

260 

-1: 

1 9 

Hondo  Motor 

JPN 

33183 

-6 

711 

-32 

I60C 

4 

75 

Compagnie  de  Saint-Gobain' 

FRA 

14013 

-1 

782 

-12 

260 

- 

20 

KODerT  DOSCn 

DEL 

221 12 

2 

722 

34 

■47: 

7 

76 

British  Aerospace 

GBR 

16265 

6 

-356 

NM 

252 

1 

21 

Roche  Holding' 

CHE 

9247 

13 

1910 

31 

1426 

16 

77 

Nokia' 

FIN 

4077 

18 

-22' 

NM 

250 

1< 

22 

Mitsubishi  Electnc 

6\ 

26180 

-2 

639 

-27 

1354 

0 

78 

Omron 

JPN 

3715 

-4 

75 

-53 

249 

-1 

23 

r?'V°  u  u- 

SWE 

14339 

7 

322; 

NM 

1220 

10 

79 

Eisai 

JPN 

1853 

8 

294 

4 

245 

24 

Gloxo  Holdings 

3SR 

8029 

20 

O  : 

17 

1200 

24 

80 

VEBA 

DEU 

40164 

1 

923 

-i8 

242 

25 

BASF 

DEU 

2581  1 

-3 

625 

-17 

1171 

-6 

81 

Daiichi  Pharmaceutical 

JPN 

1925 

8 

386 

7 

236 

26 

Rhone-Poulenc 

FRA 

15472 

-3 

B77 

5 

129 

4 

82 

Pioneer  Electric 

.ft; 

4735 

-4 

226 

-52 

231 

27 

Sandoz' 

CHE 

10291 

5 

4 

29 

1068 

13 

83 

Philips  Kommunikaticns  Industrie'  DEU 

1501 

-7 

101 

-46 

228 

1( 

28 

Nippondenso 

JPN 

12878 

-6 

2  22 

33 

1007 

84 

TDK 

JPN 

4227 

-2 

269 

-31 

222 

2<v 

Mitsubishi  Heavy  Industries 

JPN 

22683 

1 

1215 

-16 

989 

-5 

85 

Olympus  Optical 

JPN 

2150 

3 

54 

-4 

211 

jU 

BCE 

CAN 

15376 

-5 

103 

-95 

965 

-1 

86 

Pirelli" 

ITA 

6939 

-18 

-89 

NM 

208 

-2 

Northern  Telecom 

CAI 1 

8376 

1 

-1100 

NM 

?49 

3 

87 

Ascom  Holding' 

CHE 

2408 

9 

-36 

NM 

203 

i 

32 

JPN 

16562 

-4 

542 

-41 

940 

4 

88 

Teijin 

JPN 

4966 

-2 

186 

-38 

203 

33 

Royal  Dutch/Shell  |combined|' 

NUK 

97174 

-5 

9383 

-2 

881 

6 

89 

Konica 

JPN 

4036 

-6 

39 

-23 

189 

1  A 

Elf  Aquitaine' 

FRA 

38989 

0 

2040 

-35 

374 

; 

Synthelabo" 

::A 

1240 

85 

119 

21 

187 

41 

35 

SmithKlme  Beecham 

GBF 

9261 

ie 

33: 

2 

B64 

20 

91 

Mitsubishi  Petrochemical 

JPN 

4080 

-3 

85 

-52 

185 

JO 

Sharp 

JPN 

12112 

-3 

422 

-29 

853 

5 

92 

Total' 

FRA 

25867 

-4 

1028 

-33 

185 

37 

Unilever  (combined)' 

NUK 

43668 

0 

3587 

6 

816 

2 

93 

Thyssen 

DEU 

20710 

-6 

-534 

NM 

184 

-1 

jo 

Sanyo  Electnc 

IPN 

13918 

-1 

29 

475 

72.2 

1 

O  A 

Mitsui  Petrochemical  Inds. 

JPN 

2744 

-5 

84 

-35 

184 

1Q 
j  V 

t  -  ...  IAJ  -  .L  ■ 

rora-Werxe 

DEU 

14256 

-2 

-234 

NM 

731 

9 

Vj 

Valeo' 

FRA 

3909 

4 

136 

21 

183 

i; 

40 

ru|i  rhoro  him 

JPN 

9607 

-5 

1198 

-19 

678 

2 

Tanabe  Seiyaku 

JPN 

1955 

-4 

138 

27 

182 

41 

Schering' 

I':'. 

4327 

-2 

336 

12 

635 

3 

97 

Pechiney' 

FRA 

12536 

-12 

249 

-42 

174 

H 

42 

Mannesmann' 

DEU 

18608 

16 

185 

-68 

■' 

44 

98 

Kyocera 

■:. 

3466 

-5 

20 ; 

-15 

173 

-u 

43 

Alcatel-SEL' 

4133 

3' 

'  14 

r2'2 

526 

13 

99 

Kyushu  Matsushita  Electric 

JPN 

2861 

3 

202 

-11 

167 

44 

Imperiol  Chemical  Industries 

GBR 

16208 

-11 

562 

NM 

252 

-51 

100 

Sulzer' 

2-2 

4960 

7 

•it 

4 

166 

~i 

45 

Akzo  Nobel' 

NLD 

9632 

0 

542 

8 

530 

4 

101 

Furukawo  Electric 

JPN 

5800 

-4 

90 

4. 

166 

4c 

Thomson-CSF' 

FRA 

6476 

-3 

355 

-29 

527 

-5 

102 

Reuters  Holdings 

GBR 

2815 

20 

661 

15 

165 

4C 

47 

Wellcome 

GBf 

3192 

16 

1035 

32 

505 

103 

Kirin  Brewery 

JPN 

7786 

-1 

846 

-12 

157 

48 

Asea  Brown  Boveri' 

DEU 

6331 

13 

264 

-5 

202 

10 

104 

Shin-Etsu  Chemical 

JPN 

3701 

-4 

265 

-32 

156 

-12 

49 

Takeda  Chemical  Industries 

JPN 

5783 

1 

747 

9 

500 

4 

105 

CAE(l) 

CAN 

815 

4 

36 

2 

155 

I! 

50 

Compagnie  des  Machines  Bull' 

FRA 

5716 

-10 

-873 

NW 

496 

-3 

106 

Murata  Mfg. 

2185 

-3 

365 

-12 

153 

5! 

AEG' 

DEU 

7976 

-15 

-21 

NW 

484 

-2 

107 

BTR 

GBF 

14681 

11 

1926 

18 

152 

9 

52 

Nestle' 

CHE 

38906 

8 

3120 

9 

4  73 

7 

108 

Magneti  Marelli' 

ITA 

2  262 

-12 

-40 

NM 

152 

53 

Sumitomo  Chemical 

JPN 

7398 

-8 

259 

-19 

451 

-3 

109 

Fisons" 

GBR 

2292 

5 

218 

-35 

151 

1C 

54 

Ricoh 

JPN 

8206 

0 

136 

59 

444 

-5 

110 

Shimuzu 

JPN 

19031 

2 

502 

-41 

149 

4 

5  5 

Fernjzzi  Finanziaria' 

ITA 

|63]8 

12 

-1874 

NM 

441 

-2 

111 

Lucas  Industries 

GBR 

3884 

8 

80 

124 

144 

-E 

56 

Matsushita  Electric  Works 

JPN 

9727 

-3 

284 

-19 

410 

-4 

112 

Taisho  Pharmaceutical 

JPN 

1638 

7 

442 

3 

142 

i 

102  BUSINESSWEEK/JUNE  27,  1994 
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COUNTRY 

R&D 

COUNTRY 

COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHC 

R&D 

%CH6 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHC 

R&D 

%CHG 

Casio  Computer 

JPN 

3466 

13 

1 19 

-35 

1 37 

_t 

157 

SKF' 

SWE 

4629 

| 

-344 

NM 

82 

-12 

Londis  &  Gyr 

CHE 

1990 

-3 

95 

21 

1 37 

_3 

158 

Smiths  Industries 

GBR 

1 153 

14 

166 

2 

77 

PasteurMerieux' 

FRA 

1257 

15 

195 

72 

136 

-8 

159 

Pechiney  International" 

FRA 

6702 

-22 

551 

103 

77 

-13 

Ares-Serono* 

CHE 

855 

14 

121 

12 

133 

17 

160 

Lyonnaise  Des  Eaux-Dumez* 

FRA 

18086 

5 

328 

-27 

76 

0 

Doikin  Industries 

JPN 

3447 

_5 

90 

-60 

131 

-4 

161 

Linotype-Hell* 

DEU 

693 

-16 

36 

391 

75 

-15 

Nippon  Oil 

JPN 

22844 

] 

605 

-15 

131 

162 

Ishihara  Sangyo  Kaisha 

JPN 

814 

-4 

-25 

NM 

73 

10 

BOC  Group 

GBR 

4675 

12 

515 

57 

130 

5 

163 

Nitto  Denko 

JPN 

2038 

-2 

68 

-37 

73 

-1 

Ericsson' 

ITA 

1218 

9 

119 

-34 

129 

8 

164 

B.A.T.  Industries' 

GBR 

21430 

7 

2905 

57 

72 

14 

unae 

L/CU 

4YJO 

0 

_1 
1 

in 

165 

Imperial  Oil 

CAN 

AR91 
OO  Z  1 

_o 

440 

25 

69 

7 

Yokohomo  Rubber 

JPN 

3610 

-J 

37 

-66 

126 

_7 

166 

Tl  Group" 

GBR 

2030 

28 

154 

-1 7 

69 

58 

Racal  Electronics 

GBR 

2155 

-30 

133 

-49 

124 

-8 

167 

Bremer  Vulkan  Verbund' 

DEU 

2859 

36 

54 

-11 

67 

27 

Toppan  Printing 

JPN 

8821 

-7 

541 

-23 

123 

66 

168 

Immuno  International" 

CHE 

452 

15 

40 

0 

67 

31 

rirclii  lyre  Holding 

NLD 

3419 

~4 

~76 

NM 

1 22 

_g 

169 

Rohm 

JPN 

1501 

-9 

1 30 

-7 

66 

3 

British  Gets 

GBR 

15604 

I 

-921 

NM 

120 

-10 

170 

Snow  Brand  Milk  Products 

JPN 

8854 

2 

163 

7 

65 

NA 

Kuraray 

JPN 

2836 

-1 

161 

-15 

119 

15 

171 

Mitsui  Engineering  &  Shipbuilding  JPN 

2700 

0 

91 

18 

65 

16 

Shiseido 

JPN 

4509 

1 

332 

-9 

115 

9 

172 

Burmah  Castrol" 

GBR 

4215 

1 

309 

6 

65 

9 

rletcner  Chollencje 

NZL 

5049 

_5 

108 

NM 

1 1 5 

-59 

173 

-       . , 
Lourtaulds 

GBR 

351 1 

326 

-4 

65 

2 

Boots 

A7AA 

0 
0 

AAA 
000 

p 

0 

1 1  7 
1 1  j 

1  7 

174 

Sumitomo  Metal  Mining 

JPN 

4079 

-6 

88 

-38 

64 

1 

Alps  Electric 

JPN 

3366 

-9 

24 

-80 

112 

NA 

175 

Dainippon  Screen  Mfg. 

JPN 

1096 

-16 

-143 

NM 

63 

NA 

Sandvik* 

SWE 

2974 

-2 

259 

-16 

112 

-6 

176 

CRA" 

AUS 

3848 

6 

537 

1 

62 

22 

Siebe 

\J>DK 

u 

O 
7 

1  1  1 

-4 

177 

Ajinomoto 

JPN 

551 9 

| 

238 

33 

62 

23 

Alcatel  Cable* 

FRA 

6653 

28 

407 

10 

108 

30 

178 

Grand  Metropolitan 

GBR 

1 2483 

2 

960 

-32 

62 

]7 

Hafslund  Nycomed' 

NOR 

944 

6 

230 

11 

105 

6 

179 

Amada 

JPN 

1061 

-26 

49 

-78 

62 

11 

Ono  Pharmaceutical 

JPN 

764 

20 

331 

49 

105 

27 

180 

Unrtika 

JPN 

2760 

-12 

34 

-72 

61 

3 

Dai  Nippon  Printing 

JPN 

9573 

-4 

809 

3 

1 03 

i 

181 

Bombardier 

CAN 

3653 

45 

121 

22 

60 

36 

Klockner-Humboldt-Deutz* 

DP!  1 

/  JU4 

_0 
0 

i 

1  U  1 

-14 

182 

T8.N" 

GBR 

Z4J  J 

i 

1 1 1 

28 

60 

1 8 

Alcan  Aluminium 

CAN 

7232 

-5 

-106 

NM 

99 

-21 

183 

SNIA" 

ITA 

1665 

-13 

-66 

NM 

58 

-34 

Green  Cross 

JPN 

994 

3 

47 

-2 

98 

1 

184 

Valmet" 

FIN 

2165 

26 

-49 

NM 

57 

9 

niracni  vauie 

JPN 

2879 

_7 

1 23 

-22 

96 

j 

185 

Hartmann  &  Braun" 

DEU 

956 

23 

20 

_i  | 

57 

22 

BSN* 

FRA 

1 341 4 

J 

1 1 20 

~4 

96 

19 

186 

BBA  Group' 

GBR 

2340 

A 

84 

-4 

57 

]  | 

RTZ' 

GBR 

5785 

-9 

948 

-4 

95 

-8 

187 

Steyr-Daimler-Puch' 

AUT 

1342 

-22 

2 

-89 

56 

-19 

Nikon 

JPN 

1862 

-15 

-70 

NM 

94 

-6 

188 

CamaudMetalbox' 

FRA 

4702 

-3 

361 

10 

56 

-5 

Nippon  Sheet  Gloss 

JPN 

L  ! 

~4 

46 

~42 

91 

_3 

189 

Sekisui  House' 

JPN 

9429 

589 

-19 

56 

_l 

Outokumpu' 

FIN 

3394 

20 

-43 

NM 

88 

3 

190 

Gambro* 

SWE 

1090 

1 2 

1 30 

27 

54 

13 

L'Air  liquids' 

FRA 

5701 

-6 

689 

-7 

88 

-39 

191 

Nippon  Shinyoku 

JPN 

406 

3 

49 

-2 

53 

7 

OCE-van  der  Grinten 

NLD 

1424 

-1 

41 

-36 

86 

-3 

192 

Svenska  Cellulosa' 

SWE 

5591 

-2 

78 

-63 

53 

16 

... 

rilkington 

GBR 

4401 

69 

-47 

84 

_5 

193 

EBF' 

FRA 

2209 

2 

34 

-22 

51 

o 

niTocni  meiais 

JrIN 

JjU4 

_7 

/4 

-AH 

ou 

4 

194 

Bertrand  Faure" 

FRA 

1  707 

i 

J  1 

C  1 

j  i 

jz 

Gilardini" 

ITA 

2117 

18 

63 

16 

84 

279 

195 

Nippon  Zeon 

JPN 

1234 

-5 

6 

-64 

50 

0 

Kaneka 

JPN 

2075 

-6 

63 

-48 

83 

7 

196 

Akzo  Faser" 

DEU 

1380 

0 

81 

15 

50 

-16 

Krauss-Maffei' 

DEU 

1056 

13 

24 

-14 

83 

65 

197 

Hutchinson* 

FRA 

1517 

7 

117 

-4 

50 

13 

Atlas  Copco* 

SWE 

2765 

7 

177 

13 

83 

3 

198 

Toyama  Chemical 

JPN' 

396 

-4 

24 

-25 

49 

-15 

Finanzioria  Ernesto  Breda" 

ITA 

756 

11 

-476 

NM 

82 

-1 

199 

Stork* 

NLD 

2079 

2 

47 

-52 

48 

-8 

UCB' 

BEL 

1586 

5 

82 

15 

82 

15 

200 

Broken  Hill  Proprietary 

AUS 

11311 

10 

1341 

42 

47 

1 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  indicates  its  rank 


51 

Bntish  Aeiospcce  76 
Bmsk  Gos  126 

guide  |l|  147 

mofc  177 

oritish  Petroleum  65 

foset  196 

Baton  Tetecortimuncotons  58 

Nobel  45 

Broken  Hill  Piopneloiy  200 

Aluminium  139 

BSN  142 

el  Alslhom  6 

BTR  107 

el  Cabe  134 

Bumrah  Cosliol  172 

elSEt  43 

CAE  105 

Eecft:  131 

Canon  32 

do  179 

CoinaudMetalbor  188 

Setoro  1 16 

Coso  Compute!  113 

m  Hokding  87 
Blown  Boven  48 

CTboGetgy  18 
Courtodcfs  173 

64 

Copco  154 
Induslnes  164 
25 

i  13 

Gioup  186 

CRA  176 

Dai  Nippon  Pnnhiig  137 
Dauchi  Phaimaceuhcol  81 
Daibn  Industries  1 17 

Doimkertsenz  1 

Dainippon  Saeen  Mfg  175 
EBF  193 

30 

Em  79 

stud  Faute  194 

Ell  Aauitoffie  34 

.  Group  119 

El  Scnot  59 

boroei  181 

Encsson  120 

1 130 

Fernjzzi  Ftnonaona  55 

h  |Robeit|  20 

hot  11 

D  (Fmanzoo  Einestol  155 

Fisons  109 

vet  Vulkon  Vetbund  167 

Fletcher  Cholenge  129 

FoidWetle  39 
Fu|i  Photo  Film  40 
Fujisowo  Phoimcceutcol  66 
Fujitsu  5 

furukawa  Electric  101 
Gambio  190 
General  Elednc  Co  17 
Giloidini  151 
Gbxo  Holdings  24 
Gcnd  Metropolian  178 
Green  Cioss  140 
Holslund  Nycomea  135 
Hoitmonn  4  Bicur,  185 
Henke!  73 
Hiochi  3 

Hlochi  Coble  141 

Htochi  Metals  150 

Hoechst  14 

Hondo  Moot  19 

Hutchinson  197 

Immuno  Inlernolionol  168 

Impenol  Chemcol  Industries  44 

Impenoi  01  165 

Ishihara  Scngyo  Koisha  162 

Koneko  152 

Koo70 

Kinn  Biewery  103 
KkxkneiHimtoUlDeuIz  138 


Komotsu  74 
Katca  89 
KioussMafe.  153 
Kubcto  69 

Kuioiay  127 
Kyoceto  98 

Kyushu  Matsushita  Efectnc  99 

landis  &  Gyi  114 

Unde  121 

linotypeHell  161 

lucos  Industries  1 1 1 

tyonnaoe  des  EouiOumez  160 

Mochre;  Bul  ICompogme  aes|  50 

Magneti  Motel  108 

Mannesmann  42 

Motsushrto  Electric  Industrial  4 

Molsushita  Ebctnc  Woifcs  56 

Meick  AG  67 

M(subishi  Ektdnc  22 

Mitsubishi  Heavy  Industnes  29 

Mitsubishi  Pehochemical  91 

Mteui  Eng  &  Ship  171 

M.bui  FetrocnenKcl  Incs  94 

Murato  Mtg  106 

NEC  10 

Nestle  52 

Nikon  144 

Nippon  Oil  118 

Nippon  Sheet  Gbss  145 


Nippon  Shinyoku  191 

Nppon  Telegraph  A  Telephone  9 

Nippon  Zeon  1 95 

Nippondenso  28 

N«o  Denko  163 

Nokio  77 

Northern  Tekscom  31 
OCEvon  der  Gnnlen  1 48 
Oki  Elednc  Industry  63 
CMsveM  62 

OK/mpus  Ophcol  85 
Omion  78 

Ono  PharmoceuKal  136 
Oteol  |l|  61 
Outokumpu  146 
Pasleui-Meneux  115 
Pechiney  97 

Pechiney  Inleinahonol  159 
Philips  Eedroncs  12 
Philips  Kommumkatlons  83 
Pfcngton  149 
Poneer  Eledir:  82 
Pirelli  86 

Pitet  Tyie  Holding  125 
Rocol  Eledioncs  1 23 
Reulers  Holdings  102 
RhonePoulenc  26 
Rcoh  54 


Roche  Hokding  21 
Rohm  169 
RofcRoyce  57 
Roussel  Udol  68 
Royol  Dutch/  Shell  33 
RTZ  143 
RWE  8 

So«itCrobo«r  ICompagne  de|  75 

Sondoz  27 

Sondv*  132 

Sanyo  Eeclnc  38 

Schenng  41 

Sekisui  House  189 

Shorp  36 

Shmuzu  1 10 

Shnftu  Chemical  104 

Shiseido  128 

Siebe  133 

Semens  2 

SKF  157 

SmthKline  Beechom  35 
Smahs  Induslres  158 
SNIA  183 

Snow  Biond  Mil  Products  170 
SotVoy  60 
Sony  15 

SteytOaimlefF'uch  187 
Stai  199 
Subset  100 


Sumflomo  Chemcol  53 
Sumrtomo  Metal  Mining  174 
Svenska  Celkjbso  192 
SyntSelabp  90 
TAN  182 

Toisho  Pharrtioceutcal  112 
Tokeda  Chemcol  Industies  49 
Tonobe  Seiyoku  96 
TDK  84 
Teipn  88 
ThomsonCSF  46 
Thyssen  93 
Tl  Gioup  166 
Toppcn  Pnnnng  124 
Toray  Industries  71 
Toshiba  7 
Total  92 

Toyamo  Chemcol  198 
UCB  156 
Uniever  37 
Un.ko  180 
Voeo  95 
Volmel  184 
VEBA  80 
Vblkswogen  16 
Volvo  23 
Welksome  47 

Yamonouchi  Phormoceutical  72 
Yokohomo  Rubber  122 


for  fiscal  1 992;  ( 1 )  Data  includes  R&D  for  customers  or  government  (2)  Includes  engineering  expenses.  AUS  =  Austno,  BEL  =  Belgium,  CAN  =  Canada,  CHE  =  Switzedond,  DEU  =  Germany,  DNK  =  Denmark,  FIN  =  Finland, 
!  Britain,  ITA  =  Italy,  JPN  =  Japan,  NLD  =  Netherlands,  NOR  =  Norway,  NUK  =  Netherlands/Britain  combined,  NZL  =  New  Zealand,  SWE  =  Sweden 
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Investing 


VARIABLE 
MORE  CHOICES 


With  the  rush  of  as- 
sets into  variable 
annuities  in  the 
past  two  years,  you  would 
never  guess  they  had  been 
around  for  more  than  40.  A 
combination  insurance-and- 
investment  product,  variable 
annuities  let  investors  accu- 
mulate assets  for  retirement 
tax-deferred,  and  when 
they're  ready,  receive  regular 
payments  guaranteed  to  last 
a  lifetime. 

What  has  caused  a  record 
$43  billion  to  flow  into  annu- 
ities in  1993  and  $14  billion  in 
the  first  quarter  of  '94  is  that 
insurance  companies,  mutual 
funds,  and  banks  finally  fig- 
ured out  how  to  tap  their 
vast  potential.  They  have 
beefed  up  investment  choic- 
es, so  annuities  no  longer  play 
second  fiddle  to  mutual  funds 
in  terms  of  performance. 
They  have  also  tinkered  with 
the  insurance  features,  fortify- 
ing some  of  the  safety  nets 
and  relaxing  some  of  the  re- 
strictions. And  they  have  dis- 
covered how  to  market  them 
to  a  public  that  wants  to  de- 
fer taxes  as  long  as  possible, 
beat  inflation  by  investing  in 
equities,  and  still  enjoy  peace 
of  mind  in  retirement. 

Today's  variable  annuities 
provide  a  flexible  way  to  man- 
age a  diverse  set  of  assets 
without  incurring  tax  liabil- 
ities. They  also  offer  unique 
tools  for  managing  investment 
risk— a  benefit  that's  more  im- 
portant than  ever  in  turbu- 
lent markets. 

MIXED  BAG.'  The  most  impor- 
tant feature  is  investment 
performance— where  the  most 
exciting  developments  have 
occurred.  Whereas  companies 
used  to  offer  four  or  five  "sub- 
accounts," such  as  a  stock, 
fixed-income,  balanced,  and 
money  market  fund,  contracts 


now  have  an  average  of  eight 
funds,  according  to  Chicago's 
Morningstar,  which  rates  mu- 
tual funds  and  annuities.  An 
annuity  portfolio  can  include 
several  kinds  of  stock  funds 
investing  in  everything  from 
value  stocks  to  small-caps  to 
international  equities.  Top-sell- 
ing Franklin  Valuemark  has 
just  added  a  global  growth 
fund  and  a  developing-mar- 
kets  stock  fund  to  its  13-fund 
lineup.  Some  companies  are 
also  offering  funds  from  sev- 
eral   managers.  American 


Skandia  is  the  leader  in  the 
"multiple  manager"  approach, 
with  35  in  its  Advisors  Choice 
annuity,  including  T.  Rowe 
Price,  Janus,  and  Scudder. 

But  some  investors  find 
that  having  so  many  options 
only  makes  variable  annuities 
more  confusing.  For  them, 
companies  have  found  ways 
to  simplify  the  process. 
Among  its  13  funds,  Equi- 
table's  EQUI-VEST  offers  three 
asset-allocation  funds  for  peo- 
ple with  different  risk  toler- 
ances. American  Skandia  sup- 


plies investment  advisers  wi 
tools  to  design  an  asset 
for  each  client  and  then  a 
tomatically  rebalance  the  po:  ing 
folios,  so  the  desired  percen 
ages  in  different  funds  a- 
maintained. 

Annuities    have  becort 
more  diversified  in  their  fix* 
interest  accounts  as  wer, 
SunAmerica's  Polaris  includ 
five  fixed  accounts,  all  wii- 
different  guaranteed  rates 
return,  depending  on  how  lolji;, 
you  plan  to  participate.  Or 
year  fixed  accounts  current 
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an  average  of 
according  to 
gstar,  nearly  two 
tiigher  than  mon- 
cet  funds  and  bet- 
n  the  average  eq- 
nd,  which  has  a 
e  return  of  2.19% 
ir.  But  before  you 
r  assets  into  the 
iterest  account, 
mind  that  money 
1  there  is  mingled 
e  insurer's  gener- 
mt.  If  the  compa- 
>,  creditors  could 
ir  hands  on  it. 
u  want  to  have  a  fixed 
t  as  part  of  your  in- 
nt  strategy,  contracts 
make  it  easy  to  com- 
ced  and  equity  invest- 
any  companies  have 
tiat  use  a  fixed  account 
rantee  the  principal, 
ample,  a  $100,000  in- 
>nt  in  SunAmerica's 
al  Advantage  would  in- 
65,203  in  the  fixed  ac- 
which  would  be  pro- 
to  grow  to  $100,000  in 
years.  The  remaining 
'  could  be  invested  ag- 
ely  in  equities.  Metro- 
Life's  Preference 
;count  includes  au- 
c-investment  fea- 
iesigned  for  even 
onservative  inves- 
7ith  Equity  Gener- 
1  the  money  is  put 
xed  account,  with 
e  earnings  swept 
growth-stock  fund. 
D-UP.  Innovations 
insurance  parts  of 
le  annuities  can 
ary  investors  feel 
secure  while  dab- 
in  equities.  But 
lso  may  increase 
•eady  hefty  insur- 
^penses,  which  av- 
L.26%  per  contract, 
ng  to  Morningstar, 
e  typically  higher 
■  newer,  souped-up 
es.  "In  general,  as 
id  things  to  the 
t,  the  fees  will  go 
tys  Dave  Nadig,  a 
consultant  at  Ce- 
issociates  in  Bos- 
:  you  are  looking 
ax-deferred  invest- 
vehicle,  you  don't 
,o  pay  for  all  the 
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extras.  But  if  you  are  near- 
ing  retirement  and  worried 
about  losing  your  nest  egg, 
some  recent  improvements 
may  intrigue  you. 

For  one,  insurance  compa- 
nies have  revamped  the  guar- 
anteed death  benefit.  This 
comes  into  play  only  if  you 
die  before  the  annuity  has 
started  paying  out.  Tradition- 
ally, annuity  contracts  provide 
that,  in  the  event  of  your  un- 
timely demise,  your  benefici- 
aries receive  either  the  value 
of  the  contract  or  at  least  the 
amount  you  contributed.  But 
many  contracts  now  guaran- 


tee that  even  if  the 
market  should  crash 
just  before  you  die,  your 
heirs  will  receive  at 
least  the  value  of  what 
you  put  in  plus  a  mini- 
mum return  of  4%  or 
5%.  Other  contracts  al- 
low you  to  lock  in  the 
amount  the  investment 
has  grown  every  five 
years  or  so,  a  feature 
known  as  "stepped  up" 
death  benefits.  Putnam 
Capital  Manager  will 
soon  step  up  death  ben- 
efits annually. 

Companies  are  also  making 
contracts  more  attractive  by 
easing  restrictions  on  with- 
drawing money.  Usually,  you 
owe  a  surrender  charge  of 
about  6%  if  you  take  out  mon- 
ey before  about  seven  years. 
The  penalty  drops  a  point 
each  year  after  that.  Now, 
contracts  may  allow  you  to 
pull  out  10%  or  15%  in  a  year 
without  incurring  surrender 
charges.  Even  better,  annu- 
ities that  are  sold  by  no-load 
fund  companies  such  as  Drey- 
fus, Scudder,  and  Vanguard 
do  not  have  any  surrender 


SOME  GROUNDBREAKING  ANNUITIES 


Contract 


Description 


AMERICAN  "Advisors  Choice"  allows  you  to  choose  among  35 

SKANDIA  subaccounts  managed  by  different  investment  firms. 

ADVISORS  PLAN  It  also  provides  automatic  rebalancing  of  assets  when 

800  SKANDIA  they  deviate  from  the  determined  formula. 

FIDELITY  Part  of  a  new  generation  of  "immediate  annuities" 

INCOME  that  allow  retirees  who  have  already  accumulated  a 

ADVANTAGE  nest  egg  to  invest  in  equities  and  get  a  steady  stream 

800  544-2442  of  income  guaranteed  for  life. 

KEYPORT  The  "Preferred  Income  Plan"  guarantees  income  up  to 

PREFERRED  age  1 00.  If  you  die  before  then,  the  value  remaining 

ADVISOR  is  paid  to  your  heirs.  You  effectively  maintain  the 

800  367-3653  promise  of  lifetime  income  but  have  the  right  to  cash  in 
the  annuity  for  a  lump  sum  at  any  time. 

METLIFE  Automatic  investment  programs  aim  to  ease  people 

PREFERENCE  into  equities.  With  the  "Equity  Generator,"  all  the 

PLUS  money  is  invested  in  a  fixed  account,  and  earnings 

ACCOUNT  are  swept  into  a  growth-stock  fund.  With  the 

800  MET-LIFE  "Equalizer,"  money  is  split  between  equity  and  fixed- 
income  accounts  and  rebalanced  each  quarter. 

PUTNAM  This  plan  transformed  the  guaranteed  death  benefit.  If 

CAPITAL  you  die  before  the  annuity  starts  paying  out,  your  heirs 

MANAGER  receive  the  current  value  of  the  contract  or  the  value  at 

800  521-0538  your  last  anniversary  date,  whichever  is  higher. 

DATA  BUSINESS  WEEK 


charges.  But  since  annuities 
are  long-term  investments 
(and  as  the  government 
charges  a  10%  tax  on  any 
gains  you  withdraw  before 
age  59%),  you  should  not  buy 
one  unless  you  have  other  liq- 
uid assets  to  tap  if  need  be. 
lump  sum.  Insurance  compa- 
nies have  also  devised  payout 
options  that  may  interest  you 
if  you  need  your  annuity  to 
generate  income.  For  exam- 
ple, Keyport  Life's  Preferred 
Income  Plan  guarantees  in- 
come through  age  100.  With 
this  "period  certain"  annuity, 
you  effectively  get  payments 
for  life,  plus  you  gain  the  op- 
tion of  cashing  in  the  annuity 
for  a  lump  sum  of  cash  at  any 
time.  You  can  also  be  fairly 
sure  your  heirs  will  get  some- 
thing from  the  annuity,  since 
if  you  die  before  100,  they  get 
the  remainder. 

A  new  generation  of  "im- 
mediate" variable  annuities 
has  cropped  up  in  the  past 
year,  emphasizing  how  much 
flexibility  there  is  in  the  pay- 
out stage.  They  provide  for 
an  immediate  income  stream 
upon  deposit  of  a  large  lump 
sum-at  least  $25,000  for 
Fidelity  Investments'  In- 
come Advantage.  They 
are  being  marketed  to 
retirees  who  want  to  in- 
vest in  stocks  yet  be  as- 
sured of  receiving  regu- 
lar payments. 

Variable  annuities  still 
have  plenty  of  draw- 
backs. If  you  do  not  hold 
an  annuity  for  more  than 
six  years,  the  fees  will 
probably  add  up  to  more 
than  you  gain  in  tax  de- 
ferral, and  you  should 
stick  to  mutual  funds.  If 
you  haven't  already  max- 
imized contributions  to 
your  individual  retire- 
ment account,  401(k),  or 
other  qualified  plan,  you 
should  do  that  before 
buying  an  annuity.  But  if 
you  decided  against  buy- 
ing a  variable  annuity  in 
the  past  because  you 
didn't  like  the  invest- 
ment options  available, 
take  a  look  at  today's  of- 
ferings. You  might  find 
just  what  you  are  look- 
ing for.        Amey  Stone 


i    BUSINESS  BUSINESS  WEEK/JUNE  27,  1994  105 


usiness 


Pets 


WHAT  IF  FIDO 
TURNS  OUT 
TO  BE  A  LEMON? 


When  new  car's  turn 
out  to  lie  lemons, 
most  buyers  wish 
they  could  trade  them  in.  The 
same  does  not  apply  to  sick 
puppies.  People  bond  quickly 
with  pets  and  often  opt  to 
nurse  them  back  to  health  de- 
spite huge  vet  bills.  That's  on 
top  of  paying  $200  to  $1,000 
for  a  purebred  dog. 

But  you're  not  stuck.  Many 
states  are  enacting  "pet  lem- 
on" laws,  similar  to  those  for 
cars.  While  the  laws  require 
refunds  or  exchanges,  in  most 
cases  they  also  provide  for 
the  reimbursement  of  vet 
bills.  "People  get  attached  to 
their  pets.  They  don't  want 
their  money  l>ack,"  says  Mary 
Randolph,  author  of  Dog  Law 
($12.95,  Nolo  Press). 


So  far,  12  states  have  laws 
protecting  buyers  of  dogs 
(and  usually  cats).  "This  is  a 
hot  issue  with  animal  advoca- 
cy groups,  and  we  expect 
more  states  to  follow  suit," 
says  Ken  White  of  the  Hu- 
mane Society  of  the  U.  S.  The 
laws  are  aimed  not  so  much 
at  backyard  breeders  as  at 
pet  shops  supplied  by  puppy 
mills  that  mass-breed  dogs. 


The  Humane  Society  esti- 
mates puppy  mills  produce 
500,000  dogs  a  year,  many 
with  health  problems  caused 
by  overbreeding  or  neglect. 

DOGGONE  SHAME.  The  laws 
require  dealers  to  give  cus- 
tomers written  notice  of  their 
rights  and  allow  them  about 
two  weeks  for  a  vet  checkup. 
An  unfit  dog  can  be  returned 
for  a  refund  or  exchange  in 


toes  [M 

Mill  even 
i 


Connecticut,  Massachufr 
New  Hampshire,  or  Vhj 
In  addition,  Arkansas,  Cf 
nia,  Florida,  Minnesota! 
Jersey,  New  York,  Soutlf 
olina,  and  Vermont  haveif1  : 
ing  provisions  for  cover™ 
bills,  usually  up  to  the 
cost.  In  states  without^ 
laws,  Randolph  suggesi 
ting  it  in  writing  th 
seller  will  refund  your 
if  the  animal  falls  ill. 

The  odds  of  taking  hi 
healthy  dog  are  better  i| 
stick  to  breeders.  For 
of  those  near  you,  cal ' ; 
American  Kennel  Club  i  ««a 
407-PUPS  (99<P  a  minut  ">y ! 
you  buy  from  a  pet  s  ; 
check  first  with  your  coi 
er-protection  agency  o  k  m 
Better  Business  Bureau  »t& 
past  complaints.  Pick  pu  s  set  1 
that  seem  friendly,  cleaii 
well-fed.  (akc  papers  ei 
only  pedigree,  not  he; 
Some  signs  of  illness  in 
runny  nose  or  eyes,  s 
and  dirty  ears.  But  with 
of  diligence,  you  can 
home  a  peach  instead 


previ 
ii 

SIUNG. 


lemon. 


Susan  Scht  itlv 


■  n  1980,  Nissan  took  the 
I  engine  from  its  240Z  two- 

■  seater  and  dropped  it  into 
a  big  sedan  to  create  the 
Maxima.  Over  the  years,  the 
curious  crossbreed  carved  out 
a  niche— a  big  one,  it  turned 
out— as  the  wolf  in  sheep's 
clothing.  Here  was  a  car  with 
the  performance  and  handling 
of  a  hot  rod  and  the  bearing 


THE  1995  MAXIMA  SE:  ZERO  TO 
60  MPH  IN  6.6  SECONDS 


Autos 


NISSAN  MAXES  OUT 
THE  MAXIMA 


sale  last  month,  is  full  of  the 
inspired  contradictions  that 
marked  the  Maxima  from  the 
beginning.  Consider  this:  Nis- 
san made  the  1995  Maxima 
both  speedier  and  roomier— 
while  taking  $2,400 
off  the  sticker 
)rice.  Or 


and  comfort  of  a  family 
sedan.  Nissan's  ads  put  it 
exactly  right:  the  four-door 
sports  car. 

For  1995,  Nissan  has  done 
it  again.  The  fourth-genera- 
tion Maxima,  which  went  on 


The  Maxima's  new 
cast-aluminum  V-6  engine 
boosts  performance— and  fuel 
economy. 

The  biggest  surprise  is  the 
Maxima's  price,  which  starts 


at  just  under  $20,000-about 
$600  below  the  V-6  Toyota 
Camry.  The  $2,400  savings 
over  the  1994  version  is  a  bit 
of  an  illusion,  since  the  base 
1995  Maxima  lacks  features 
that  used  to  be  standard,  not- 
ably a  $1,000  four-speed  au- 
tomatic transmission  and,  odd- 
ly, a  $12  cigarette  lighter. 
(The  socket  is  still  there, 
now  labeled  "12  volt  DC," 
I — 1  presumably  for  power- 
\jtg&  ing  cellular  phones  and 
the  like.)  Still,  the 
base  GXE  model  is 
hardly  stripped-down 
and  includes  dual  air 
>ags,  cruise  control,  power 
windows  and  mirrors,  and  a 
tilt  steering  wheel.  Antilock 
brakes  are  a  $995  option. 

At  the  other  end  of  the 
scale  is  a  new  GLE  version  at 
under  $25,000  with  enough 


idarv  m 


luxury  appointments  to  S-year  ii 
against  such  $30,000-plii but  \o 
scale  cars  as  Toyota's  L  er  a  p 
ES  300  or  Nissan's  own  I !,  so ; 
ti  J30.  Sumptuous  leath(f 
seats  and  doors,  and  w  ir 
interior  trim  are  standar 
are  an  eight-way  adjus  \ 
power  driver's  seat  an<>, 
mote-control  locking  sy si  lair 

ARGUABLY  STYLISH.  The  I 

ma's  styling  is  bound 
controversial.  While  handfs 
in  profile,  from  the  fron 
car  is  a  hodgepodge  of  it 
monious  shapes.  Particu 
jarring  is  the  placemei  adiiw. 
the  grille  above  a  pair  quel 
intakes. 

Car  buffs  may  say  that  ill! 
san's  tilt  toward  refinem<pj 
its  softer  ride  and  quieter  Ik 
in— is  a  move  away  fromt 
high-tech  performance  of  tr 
years.  Not  so.  Even  the  e 
model  does  zero  to  60  mj  - 
6.6  seconds.  That's  faster 
any  of  the  big  Japanese  1 
and  it  will  leave  such  Ar 
can  performance  sedan;  IKING  t 
Ford's  Taurus  SHO 
Chrysler's  Eagle  Vision  'fjer 
the  dust.     Larry  Armstyi 
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t  when  you  thought  it 
as  safe  to  jump  back 
lto  the  housing  market, 
scleral  Reserve  Board 
ted  up  interest  rates, 
)-year  fixed  mortgages 
■ora  7%  to  almost  9%  in 
iree  months.  Don't  pan- 
sre  are  some  tempting 
IS  in  adjustable  rate 
ages  (arms),  which 
in  more  varieties  than 
And  even  at  the  higher 
good  deals  are  still  to 
I. 

the  bulk  of  real  estate- 
s  who  want  a  30-year 
mortgage,  the  next  best 
may  be  the  new  10/1 
says  Paul  Havemann, 
■resident  of  mortgage- 
ng  service  HSH 
fates.  The  10/1's 
s  set  for  10  years 
nost  half  a  point 
than  a  30-year 
now  8.45%.  In  the 
rear,  it  converts  to 
year  arm  that 
3  prevailing  rates 
illy. 

»'  ceiling.  The  10/1, 
J  ntly  at  7.87%,  is 
-J  a  fraction  below 
i  5-year  fixed  rate 
|J  i,  but  you  can  pay 

■  er  a  period  of  30 
I  >,  so  you  get  the 

■  *  rate  without  the 
Jsr  payments.  And 
J  most  people  move 

five  to  seven 
!«  ;,  chances  are  that 
J  already  have  sold 
1  house  before  the 
J  converts.  So  far,  only  big 
1  s  that  keep  their  loans 
I  ffering  10/ls,  because  the 
J  idary  market  isn't  buy- 
1  them  yet.  But  they're 
J  iding.  They're  available 
lach  national  lenders  as 
1  Bank  in  Pittsburgh,  Na- 
I  bank  Mortgage  Corp.  in 
|  pa,  and  GMAC  Mortgage 
Ikins  Park,  Pa. 
t  the  other  end  of  the 
trum  are  loans  that  ad- 
every  month,  which  are 


Smart  Money 

IT  MAY  BE  TIME 
TO  TAKE  UP  ARMs 


just  catching  on  in  regions 
outside  the  Southwest.  Such 
mortgages  are  tied  to  the 
11th  District's  cost-of-funds  in- 
dex (COFl)-the  rates  that 
Southwestern  banks  pay  their 
depositors.  These  COFi  arms 
change  much  less  frequently 
than  Treasury  bills.  "Even  in 
the  early  '80s,  [COFIs]  never 
went  up  two  points  in  one 
year,"  says  Margaret  Scott, 
president  of  Mortgage  Adviso- 


less  you  happen  to  get  a  bar- 
gain-basement rate,  after  one 
year  you're  most  likely  to 
wind  up  paying  almost  8%— 
when  you  could  have  a  fixed 
rate  for  slightly  more.  Nev- 
ertheless, you  can  choose  an 
arm  with  a  fixed  rate  that  ad- 
justs every  one,  three,  or  five 
years,  or  an  arm  that  con- 
verts to  a  one-year  adjustable 
after  one,  three,  five,  or  seven 
years.  The  7/23  changes  once 


A  SMORGASBORD  OF  MORTGAGES 


Loan             Average  rate* 

PROS 

CONS 

1-MONTH  ARM  3.61% 

Tied  to  a  more  stable 
index  than  Treasuries 

Most  likely  to  carry 
negative  amortization 

ONE-YEAR  ARM  5.44 

Low  teaser  rates; 
easily  converts  to  fixed 

After  a  year,  rate  not 
much  better  than  fixed 

7-YEAR  FIXED,  THEN  7.65 
1-YEAR  ARM 

Average  consumer  sells 
before  loan  converts 

Can  get  hammered 
after  seven  years 

7-YEAR  FIXED,  THEN  8.13 
23-YEAR  FIXED 

Rate  changes  once 
after  seven  years 

Can  jump  six  points 
when  it  does  adjust 

KHfEAR  FIXED,  7.87 
THEN  1-YEAR  ARM 

10-year  rate  half-point 
beiow  30-year  fixed 

Not  all  lenders 
offer  them 

15-YEAR  FIXED  7.98 

You  pay  off  your 
principal  faster 

Larger  monthly  nut 
than  30-year 

30-YEAR  FIXED  8.45 

You  know  exact  pay- 
ments over  the  long  term 

Doesn't  pay  if  you 
move  within  10  years 

*  As  of  MO/94 

DATA;  HSH  ASSOCIATES,  BUSINESS  WEEK 

ARM = Ad  juslable -rate  mortgage 

ry  Services  in  New  York.  "It's 
a  great  mortgage  for  this 
market."  Typical  COFI  ARM 
starting  rates  are  6%%,  with 
ceilings  of  10.45%.  That's  low- 
er than  many  ARMS  tied  to 
Treasuries.  Right  now,  you 
can  get  a  4.4%  teaser  rate  for 
four  months,  says  Scott.  COFI 
arms  can  be  paid  over  15,  20, 
30,  or  40  years,  but  they  car- 
ry some  points. 

Scott  doesn't  like  one-year 
arms  right  now  because,  un- 


and  then  stays  fixed  for  23 
years  but  at  a  slightly  higher 
rate  and  often  a  higher  cap 
than  that  of  a  7/1. 

Which  ARM  you  choose  de- 
pends on  how  long  you  plan 
to  keep  the  house.  If  it's  only 
three  years,  a  5.5%  one-year 
arm  makes  more  sense  than  a 
30-year  fixed.  Even  if  rates 
rise  the  maximum  two  points 
a  year  on  a  $100,000  loan,  you 
would  pay  out  $25,152  at  an 
average  rate  of  7.5%  after 


three  years,  as  opposed  to 
$27,681  for  an  8.5%  30-year 
fixed  loan. 

Despite  higher  rates,  even 
some  run-of-the-mill  arms  are 
good  deals  because  the  mar- 
ket is  so  competitive.  Savings 
and  loans,  which  don't  resell 
mortgages,  are  offering  "suici- 
dal rates  of  3%"  for  one-year 
arms,  says  Havemann.  Lend- 
ers are  also  trying  to  lure 
customers  with  "bells  and 
whistles"  such  as  preapproved 
mortgages,  accelerated  pro- 
cessing, and  loans  with  free 
insurance  on  your  payment  in 
the  event  that  you  lose  your 
job,  says  David  Lereah,  chief 
economist  at  the  Mortgage 
Bankers  Assn. 

worst  case.  You  may 
drool  over  a  3%  one- 
year  ARM,  but  make 
sure  you  can  afford  the 
payments  if  rates  go 
up,  Lereah  warns.  Ex- 
amine the  annual  and 
lifetime  caps  to  see 
what  your  worst-case  li- 
ability would  be.  Usu- 
ally adjustables  can't 
rise  more  than  2  points 
a  year  and  no  more 
than  6  points  over  the 
life  of  the  loan.  But 
some  five-  and  seven- 
year  arms  have  4%  life- 
time caps,  and  the  10/1 
ARMS  at  Nationsbank 
can  jump  as  much  as  5 
points  in  the  11th  year. 

Also,  beware  of  loans 
that  cap  your  monthly 
payments.  Even  if  rates 
rise,  your  payments  stay 
fixed,  but  the  extra  amount 
you  would  have  paid  on  your 
principal  and  interest  is  added 
to  the  balance  you  owe.  This 
is  called  negative  amortiza- 
tion, and  since  it  raises  your 
principal,  you  can  wind  up 
paying  a  lot  more  over  the 
life  of  the  loan.  But  with  some 
careful  planning  and  compari- 
son shopping,  you  won't  have 
to  give  up  on  that  dream 
house  yet.  Pam  Black 


Worth  Noting 

KING  STOCK.  As  part  of 
une  "Own  Your  Share  of 
irica"  campaign,  the  Na- 
il Association  of  Investors 


is  offering  a  free  20-page 
pamphlet  called  Becoming  a 
Shareowner.  It  discusses  both 
the  individual  approach  to 
buying  stocks  and  the  invest- 
ment-club method.  For  a  copy, 
call  810  543-0612. 


■  FAST  FACTS.  Starting  on 
July  1,  a  fax  service  from 
travel  publisher  Fielding 
Worldwide  will  make  available 
instant  guides  for  32  U.  S.  cit- 
ies. Fielding's  Cityfax  (800 
635-9777)  will  offer  five  separ- 


ate guides  per  destination:  for 
restaurants,  hotels,  museums, 
events,  and  theater.  At  $4.95 
each,  the  guides  will  include 
"best  buy"  recommendations, 
ratings  for  service  providers, 
and  performance  schedules. 
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capability :  executive  programs 

THE  REALITIES  OP 


(UCTIOI 


Business  Week  presents 

The  Virtual  Of  net  in  association  with: 

MicroAge 

Infosystems  Services 

And  with  the  support  of: 

AT&T  Global 
Information  Solutions 

IBM 

NBC  Technologies,  Inc. 
Zenith  Data  Systems 

Xl  K<  OM 
N  YN  EX 

Speakers  include: 
JAY  C  H I  AT ,  CEO  and  Chairman, 
Chiat-Day  Inc.  Advertising 
MlCHAEI    L.  JOROFF,  I'H.D. 
Director,  Research  and  Special  Planning, 
Mil  School  of  Architecture  and  Planning 
PAUI   SaFFO,  Director.  Emerging 
Technologies,  Institute  for  the  Future 
Alan  I'.  Hald,  Vice-Chairman 
and  Co -Founder,  MicroAge,  Inc. 


The  Virtual  Office 

Implementing  the  New  Computer  and  Communications  Technologies 
Date:  June  28-29,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


THE  REALITY  IS  -portable 
technologies  have  made  it  ever  easier 
to  communicate  with  virtually  anyone, 
at  anytime,  from  anywhere  —  instantly. 

Faking  control  of  these  new  technologies 
will  require  bold  management. 

Leading  the  way,  Business  Week 
Executive  Programs  is  proud  to  present 
The  Virtual  Office:  Implementing  the 
New  Computers  and  Communications 
Technologies. 


For  CIOs,  advertising,  sales,  marketing, 
purchasing,  personnel,  data  processing 
planning  &  development,  commu- 
nications and  engineering  executives, 
and  other  senior  managers  who  wish 
to  take  hold  or  latest  technologies  and 
management  strategies,  while  making 
direct  contact  with  top-level  technology 
management  decision-makers. 

Business  Week  Executive  Programs. 
A  company  capability. 


HIM 


Alicradge 

INFOSYSTEMS  SERVICES 


BusinessWeek 


Beyond  news.  Intelligence. 


P|«4 


(Mifojs 


II  ti- 


es: - 

■talm 


Jit 


To  register  fir  The  Virtual  Office  conference, 
call  the  Business  Week  Registrar  at 
(800)  82 1  - 1329,  fax  your  response  to 
(212)512-6281,  or  mad  this  coupon  to: 

Ann  McKenna 

Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas,  36th  floor 
New  York,  NY  10020 
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Primary  Business 
Fee:  $575 


□  American  Express 


Annual  Revenue 
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I  Mastercard 


□  Bill  me 

□  Visa 
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Executive 
programs 


Accoun  i  Number 


Exi'iRA ru)N  Date 


Copyright  1994  Med 


S  l( i  N  ATU  RE 
I  ANI  ELLATION  POLICY 

All  cancellations  must  be  received  in  writing.  Those  postmarked  tlfter  May  31,  1994  will  be  subject  to  a  service  charge  of  Registru 
who  fail  to  attend  and  do  not  cam  el  prior  to  the  conference  are  liable  for  the  entire  registration  fee-  You  may.  if  you  wish,  send  a  substitu 
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>t  DUCTION 

,i<  i  from  last  week:  0.3% 
1  i  from  last  year:  4.2% 


1967=100  (four-week  moving  average) 


June  4 
194.8 


LEADING 

Change  from  last  week:  0-3% 
Change  from  last  year:  8.2% 
236  


June  4 
2366 


May  28 
194  2 


230. 


224  . 


218. 


Oct. 
1993 


Feb 
1993 


212  1 


May  28 

236.0 


June 
1993 


Oct 
199  3 


Feb 

1993 


June 
1994 


>roduction  index  increased  during  the  week  ended  June  4,  as  a  later-than- 
Vlemorial  Day  lifted  the  seasonally  adjusted  data  for  the  latest  week.  Output 
>s,  trucks,  electric  power,  paperboard,  and  rail-freight  traffic,  all  rose.  Steel, 
Dtl  refining,  coal,  paper,  and  lumber  production  declined  slightly.  Before 
tion  of  the  four-week  moving  average,  the  index  advanced  to  1 96.6,  up  from 
in  the  previous  week. 

BW  production  index  copyright  1 994  by  McGraw-Hill  Inc 


The  leading  index  rose  slightly  during  the  week  ended  June  4.  Higher  stock 
prices,  together  with  faster  growth  rates  for  real  estate  loans  and  M2  money  supply, 
offset  slower  growth  in  materials  prices.  Materials  prices,  however,  continue  to 
increase  at  a  double-digit  pace.  Bond  yields  were  virtually  unchanged,  and  data  on 
large-business  failures  are  still  unavailable  Before  calculation  of  the  four-week  moving 
average,  the  index  rose  to  237.6  from  236.4. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


DUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

6/11)  thous.  of  metric  tons 

1,738 

1,667# 

4.3 

(6/11)  units 

139,673 

114,743r# 

12.6 

S  (6/1 1)  units 

1  19,241 

97,274r# 

17  6 

IC  POWER  (6/1 1)  millions  of  kilowart-hours 

62,134 

57,304# 

3  7 

-OIL  REFINING  (6/11)  thous.  of  bbl./day 

14,321 

1 4,209# 

1.1 

6/4)  thous.  of  metric  tons 

1 6,994# 

18,105 

10.5 

BOARD  (6/4)  thous.  of  metric  tons 

805.5# 

797.4r 

7  6 

(6/4)  thous.  of  metric  tons 

735  7# 

726.7r 

1.5 

R  (6/4)  millions  of  meters 

122. 7# 

147.7 

10.8 

REIGHT  (6/4)  billions  of  ton-kilometers 

30  7* 

33  5 

9  9 

;  ss:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
|  jn  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA1,  Association 
'  'icon  Railroads 


EIGN  EXCHANGE 


Latest 
week 

Week 
ago 

Year 
ago 

ESE  YEN  (6/15) 

103 

104 

108 

AN  MARK  (6/15) 

1  63 

1.67 

1.67 

IH  POUND  (6/15) 

1  51 

1.51 

1.51 

:H  FRANC  (6/15) 

5.58 

5.69 

5  59 

DIAN  DOLLAR  (6/15) 

1  38 

1.37 

1.28 

.  FRANC  (6/15) 

1.37 

1.41 

1  49 

:an  peso  (6/1 5)= 

3  364 

3  351 

3.1 1 1 

es:  Major  New  York  banks.  Currencies 
expressed  in  dollars 

expressed  in  units  per  U.S 

dollar,  except  for  British 

ICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

(6/15)  $/troy  oz. 

384.100 

381  450 

4.4 

SCRAP  (6/14)  #1  heavy,  $/ton 

11 1.50 

1  1 1.50 

0.0 

'STUFFS  (6/14)  index,  1967=100 

217.0 

214.1 

7.1 

ER  (6/1 1)  C/lb. 

1 1 1.0 

106  4 

25  7 

IINUM  (6/11)  c/lb. 

64.5 

64  0 

19.9 

(6/1 1)  #2  hard,  $/bu. 

3.74 

3.62 

8  7 

3N  (6/11)  strict  low  middling  1-1/16 

in.,  C/lb.  77.57 

79.54 

38.6 

:es:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bu 
Kansas  City  market,  Memphis  market 

reau,  Metals 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (6/i0)S&P500 

458.14 

457.98 

2  7 

CORPORATE  BOND  YIELD,  Aaa  (6/10) 

7  85% 

7  96% 

6.4 

INDUSTRIAL  MATERIALS  PRICES  (6/10) 

101  6 

101.3 

5  9 

BUSINESS  FAILURES  (6/3) 

NA 

NA 

NA 

REAL  ESTATE  LOANS  (6/1)  billions 

$426.1 

$423.4r 

4.0 

MONEY  SUPPLY,  M2  (5/30)  billions 

$3,554.4 

$3,561  3r 

2  3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/28)  thous 

358 

366 

3.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (Failures  of  large  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

■  si'.nwu.H.r.iHi:  rfw.iii^HLHi 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (May) 

147  7 

147.4 

2.4 

PRODUCER  PRICE  INDEX  (May)  finished  goods 

125.2 

125.3 

-0.4 

RETAIL  SALES  (May)  billions 

$182.8 

$183.2 

6.3 

REAL  GROSS  WEEKLY  PAY  (May) 

$259.36 

$256.83r 

1.2 

Sources:  BLS,  Census  Bureau 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (5/30) 

$1,143.8 

$l,144.2r 

6.5 

BANKS'  BUSINESS  LOANS  (6/1) 

293.8 

291.9 

5  2 

FREE  RESERVES  (6/8) 

837 

685r 

18.6 

N0NFINANCIAL  COMMERCIAL  PAPER  (6/1) 

155  5 

154.1 

-2.0 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (6/14) 

4.23% 

4.03% 

3  0  1  % 

PRIME  (6/15) 

7.25 

7  25 

6  00 

COMMERCIAL  PAPER  3-MONTH  (6/u) 

4.54 

4  53 

3.24 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/15) 

4.43 

4.43 

3.17 

EURODOLLAR  3-MONTH  (6/10) 

4.44 

4.50 

3  25 

Sources:  Federal  Reserve,  First  Boston 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
sstern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r= revised     NM  =  Not  meaningful 
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Keep  A  Great  Thing 
Growing  America, 
Tree  City  USA 

You  can  help  make  your 
town  a  Tree  City  USA, 
make  your  neighborhood 
more  beautiful,  and  make 
your  home  more  valuable 
when  you  prune  and  care  for 
your  trees. 

A  free,  easy-to-follow 
"How  To  Prune"  guide  has 
been  prepared  by  The  National 
Arbor  Day  Foundation  to 
show  you  how. 

You'll  learn  how  to  shape 
and  guide  a  shade  tree  when 
it's  young  so  that  it  will  grow 
straight,  strong  and  healthy. 

Keep  a  great  thing  grow- 
ing. Write  for  your  free 
booklet  today.  Send  your 
name  and  address  to:  How 
To  Prune,  National  Arbor 
Day  Foundation,  Nebraska 
City,  NE  68410. 


TREE  CITY  USA 

i  The  National 
'  Arbor  Day  Foundation 


Index  to  Companies 

This  index  gives  the  starting  page  for  a. story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  Laboratories  77 
Adscope  27 
Aetna  32 

A.  Foster  Higgins  32 
Agfa-Gevaert  42 
A  M  Best  32 
American  Home 

Products  22 
America  Online  56 
American  Skandia  104 
Amgen  77 
Apple  26,  56,  78 
ArcLand  Sakamoto  42 
AST  Research  26 
AT&T  8,  56,  112 
Atlanta  Braves  34 
Avis  48 
Avon  38 

B 


Banyan  Systems  60 
Baring  Securities  42 
Becton  Dickinson  22 
Ben  &  Jerry's  38 
BioChem  Pharma  78 
Boise  Cascade  8 
Bristol-Meyers  Squibb  22 
British  Airways  38 
British  Telecom  38 
Burroughs  Wellcome  78 

C 


Canon  78 

Capital  Development 

Fund  74 
Capricorn  Venture 

Partners  73 
Cerulli  Associates  104 
CGM  Mutual  Fund  74 
CGM  Realty  Fund  74 
Chevy  Chase  Bank  6 
Chrysler  78,  106 
CIFRA  48 
CIGNA  26,  32 
Citizen  Watch  42 
CMP  Publications  27 
Cohen  &  Steers  Realty 

Fund  74 

Columbia  Healthcare  32 
Columbia  Real  Estate 
Fund  74 
Comcoa  70 
Compaq  26,  56,  78 
Computer  Associates  60 
Consolidated  Edison  64 
Continental  Wireless  70 
Continuum  Productions  62 
Costco  48 

Cott  Beverages  USA  42 
Crabbe  Huson  Real  Estate 
Investment  Fund  74 


Daiei  42 
Daimler-Benz  78 
Darwin  Molecular  62 
Debevoise  &  Plimpton  64 
Dentsu  42 

Digital  Equipment  56,  78 
Domy  42 
Dreyfus  104 
DuPont  22 


Eastman  Kodak  77 
Equitable  104 
Exxon  38 


FHP  International  66 
Fiat  78 

Fidelity  Investments  104 
Fielding  Worldwide  107 
Fitch  8 
Ford  78,  106 
Forrester  Research  56 
Fox  Broadcasting  38 
Franklin  Real  Estate 
Securities  Fund  74 
Franklin  Valumark  104 


GE  38,  48 

Genentech  77 
General  Instrument  56 
General  Mills  22 
Glaxo  Holdings  78 
GM  36,  38,  78 
GMAC  Mortgage  107 
Goldman  Sachs  56 
Grupo  Domos  47 

H 


Hal  Riney  &  Partners  36 
Harley-Davidson  36 
HCA  32 
Health  Net  66 
Heinz  (HJ.)  8 
Hewlett-Packard  10,  26, 
78 

Hi-Bred  International  77 
Highwood  Properties  74 
Hitachi  78 
Home  Depot  48 
Houston  Industries  75 

I 


IBM  8,  26,  56,  78 

ICOS  62 
Immunex  77 
Individual  10 
Integrated  Micro 
Products  73 
Intel  38,  56,  78 
Intelligent  Electronics  26 
Intercom  47 
International  Data  27 
Ito-Yokado  42 


Janus  104 

Johnson  &  Johnson  22 


KBL  75 
Keiyu  42 

Kemper  Securities  44 
Kidder  Peabody  38,  64 
Kmart  48 

K-lll  Communications  27 


Ladenburg  Thalmann  22 
Lasertechnic  75 
Lazard  Freres  27 
Lehmon  Brothers  22 
Lipper  Analytical  38,  74 
Lotus  Development  56,  60 
LSI  Logic  38 


Lynch,  Jones  &  Ryan  19 
M 


Macmillan  32 

Major  League  Baseball  34 

Management  Ventures  48 

Marion  Merrell  Dow  22 

MasterCard  6 

Matsushita  42 

Maxis  4 

McGraw-Hill  20,  27,  78 
MCI  8,  38 
McKinsey  44 
Medco  22 
Merck  22,  32 
Merrill  Lynch  38,  75 
Metallgesellschaft  18 
Metiricom  56 
Metropolitan  Life  18,  32, 
104 
Mexperrol  47 
Microside 

Pharmaceuticals  22 
Microsoft  4,  56,  60,  62, 
112 

Milwaukee  Brewers  34 
MIPS  Technologies  78 
Mitsubishi  19 
MMS  International  20 
Mobile  Telecommunication 

Technologies  56 
Molten  Metal 

Technology  54 
Morgan  Stanley  44 
Morningstar  104 
Motorola  78 
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Nashville  Wreless  Cable 

Television  70 
NationsBank  107 
NatWest  Securities  48 
NBC  38 
NetSmiths  60 
New  World 

Communications  38 
Nihon  Jumbo  42 
Nissan  106 
Novell  56,  60,  112 
NTT  4 


Oracle  56,  60 
Ovonic  Battery  38 
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PACE  Membership 

Warehouse  48 
Pacific  Gas  &  Electric  56 
PacifiCare  Health 

Systems  66 
PaineWebber  60 
Paragon 

Communications  75 
Paramount 

Communications  32 
Petroleos  de  Mexico  47 
Philip  Morris  42 
Phoenix  104 
PNC  Bank  107 
PRA  Real  Estate  Securities 

Fund  74 
Price  48 

Procter  &  Gamble  38 
Prodigy  10,  26 
Prudential  32,  64 
Putnam  104 


Real  Estate  Securities 
Fund  74 
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Stephens  66 
Roche  Holding  22,  32 
Rogers  Communications 
Rollins  Environmental 

Services  54 
RSA  Data  Security  56 
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Safeway  42 
Salomon  Brothers  42 
Sandia  Imaging  Systems 
Schering  Plough  22 
Scholastic  56 
Scudder  104 
Sears  8 
Siemens  78 
Silicon  Graphics  78 
Simon  &  Schuster  32 
SmithKline  Beecham  22 
Sony  38 

Spencer  Stuart  22 
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TakeCare  66 
Tele-Communications  56 
70 

Teledesic  56,  62 
Texas  Instruments  10,  71 
Thomas  Norton 
Associates  42 
Time  Warner  56,  75,  1 
Toshiba  78 
Toyota  106 
Toys  'R'  Us  42 
Travelers  32,  54 
T  Rowe  Price  104 
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United  Healthcare  32 
Upjohn  22 
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Vanguard  104 
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Vision  Communications 
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Warburg  Asset 
Management  42 
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;es  staged  a  broad 
t  especially  enthusiastic 
The  Dow  Jones  industrial 
tnded  four  straight  days 
y  closing  on  June  1  4 
00,  as  investors  were 
>y  upbeat  inflation  tid- 
i  prices  rose  on  that  day 
ut  the  news  that  consum- 
-ose  a  mere  0.2%  in  May 
ustain  the  markets  on 
Stock  prices  declined  and 
y  prices  rose,  as  traders 
that  the  Federal  Reserve 
n  boost  short-term  inter- 


STOCKS 

June      Dec.  June 


BONDS 


THE  DOLLAR 


June  9-15  June      Dec.      June      June  9-1 5  June      Dec.      June      June  8-1 5 

  470      1 700  I   |   1460  110 


455  1400 


_ 


52-week  change 
+2.9% 


1  -week  change 
+0.8% 


1  -week  change 
-1.2% 


52-week  change 
+  1.1% 


1  week  change 
-0.9% 


KET  ANALYSIS 


>CKS 


Latest 


%  change 
Week  52-week 


V   IES  INDUSTRIALS 
Slj  COMPANIES  (S&P  MidCap  Index) 
IMPANIES  (Russell  2000) 
»ANIES  (Russell  3000) 


N  STOCKS 


3790.4 
171.3 
251.3 
265.0 

Latest 


1.1 
0.2 
0  5 
0  6 


7  9 
4  2 

9  2 
3  5 


%  change  (local  currency) 
Week  52-week 


(FINANCIAL  TIMES  100) 
ilKKEI  INDEX) 
i  (TSE  COMPOSITE) 


3045.8 
21,283.0 
4166.3 


0  3 
0  1 

-0.8 


5  6 

6  9 

7  0 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

4.21% 

4.21% 

3.1 1% 

30-YEAR  TREASURY  BOND  YIELD 

7.40% 

7.28% 

6.81% 

S&P  500  DIVIDEND  YIELD 

2.74% 

2.77% 

2.80% 

S&P  500  PRICE/EARNINGS  RATIO 

20.4 

20.1 

22.6 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

462  0 

462  0 

Negative 

Stocks  above  200-day  moving  average 

37.0% 

36.0%r 

Positive 

Speculative  sentiment:  Put/call  ratio 

0.48 

0.47 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.09 

0.99 

Positive 

STRY  GROUPS 


>  change 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 


9NTH  LEADERS 

1 -month 

12-month 

Strongest  stock  in  group 

1 -month 

1 2-month 

Price 

15  5 

21  5 

NUCOR 

19.3 

60.2 

70  Ve 

GS  AND  LOANS 

12  2 

10.7 

GREAT  WESTERN  FINANCIAL 

22.1 

21.1 

1 93/s 

INUM 

11.0 

16.1 

ALCAN  ALUMINIUM 

11.8 

25.0 

23  3A 

EWARES 

9.2 

12.5 

NEWELL 

1  1  8 

32.5 

44% 

SP0RTATI0N  SERVICES 

9.1 

42.9 

PITTSTON  SERVICES 

12.2 

48  3 

26  '/a 

ONTH  LAGGARDS 

% 

1  -month 

change 

1 2-month 

Weakest  stock  in  group 

%  change 
1  -month        1 2-month 

Price 

LS  AND  MOTELS 

-5.4 

19.0 

PROMUS 

-7.5 

17.6 

34 

REL  MANUFACTURING 

-3.5 

14.3 

LIZ  CLAIBORNE 

-12  0 

-32.7 

2  1  Ve 

DRINKS 

-3  1 

-7.4 

PEPSICO 

-  10  6 

-13.0 

3  1  Vi 

RE  TIME 

-2  8 

28.5 

OUTBOARD  MARINE 

-5.6 

12.8 

21 

ISHINGS  AND  APPLIANCES 

-2.8 

13.4 

ARMSTRONG  WORLD  INDUSTRIES 

-17.3 

50.4 

45% 

UAL  FUNDS 


RS 


LAGGARDS 


ik  total  return 

% 

Four-week  total  return 

% 

IGT0N  STRATEGIC  INVESTMENTS 

9.3 

WRIGHT  EQUIFUND  ITALIAN  NATL.  FID.  EQTY. 

-100 

LATIN  AMERICA  GROWTH  A 

9  3 

FIDELITY  SELECT  SOFTWARE  &  COMPUTER 

-6.2 

N  SEAS  EMERGING  MARKETS 

9  0 

PAINEWEBBER  EUROPE  GROWTH  B 

-6.1 

1  totnl  return 

% 

52-week  totnl  return 

% 

IDER  LATIN  AMERICA 

K0  EMERGING  MARKETS  INSTL. 

RILL  LYNCH  LATIN  AMERICA  A 

50.6 
50.1 
47.1 

M0NITREND  GOLD 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
EXCEL  VALUE 

-30.9 
-26.2 
-19.7 

IBM  s&p  500 

4-week  total  return 


MORNINGSTAR  INC 


Average  fund 


52-week  total  return 


TIVE  PORTFOLIOS 


DRt/McG  RAW-HILL 


amounts 

ent  the  present 

of  $10,000 

;d  one  year  ago 

l  portfolio 

tages  indicate 
y  total  returns 


llll 


Foreign  stocks 
$12,550 

+  1.84% 


U.S. stocks 
$10,650 

+0.91% 


Gold 
$10,429 

+0.87% 


Treasury  bonds 
$10,232 
-0.41% 


Money  market  fund 
$10,201 

+0.04% 


on  this  page  ore  as  of  market  close  Wednesday,  June  15,  1994,  unless  otherwise  indicated.  June  14.  Mutual  fund  returns  ore  as  of  June  10.  Relative  portfolios  are  valued  as  of  June  14.  A  more 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close       detailed  explanation  of  this  poge  is  available  on  request,  r  =  revised 
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Editorials 

LET  THE  MARKET 
REGULATE  MICROSOFT 

triggers  would  kick  in,  extending  government's  heavy  hj 
This  is  a  political  dodge,  of  course,  but  a  dodge  t 
makes  sense.  Triggers  would  give  a  reformed  health-c 
market  breathing  space  to  build  on  employers'  rec! 
progress  in  limiting  medical  inflation.  But  advocates  of  nj 
ket-based  reform  shouldn't  celebrate  yet.  Indeed,  Corpoi 
America  should  watch  out  for  three  disturbing  possibilit 

■  Cost-shifting.  By  not  covering  its  own  employees,  si 
business  in  effect  shifts  much  of  its  health  bill  to  big  coni 
nies.  Doctors  and  hospitals  charge  the  insured  more.  L 
makers  eager  to  court  small  business  may  lock  in  that  c 
shifting  by  requiring  Big  Business  to  buy  insurance  while 
empting  or  heavily  subsidizing  small  companies. 

■  Mangling  managed  care.  In  the  name  of  "patient  pro 
tion,"  physicians  are  fighting  innovations  that  curb  co 
The  goal:  protect  incomes  by  preventing  HMOs  and  insui 
from  dealing  with  the  most  efficient  doctors  and  hospita 

■  Patchwork  benefits.  Governors  are  trying  to  regulate, 
tion,  and  tax  the  health  benefits  offered  by  multistate  i 
ployers.  State-by-state  control  would  rob  Big  Business 
the  flexibility  and  clout  it  needs  to  rein  in  costs. 

The  struggles  over  mandates,  price  controls,  and  taxes 
cupy  center  stage  in  Washington.  But  Corporate  Amei 
must  be  alert  to  what  s  going  on  in  the  wings.  Breaks 
small  business,  limits  on  managed  care,  and  state  contro 
health  care  could  create  a  system  that's  actually  worse  t 
today's  morass. 

WL  JM  JM  hen  is  a  computer  operating  system  like  a  railroad 
^M^^AT  bridge?  Nutty  as  the  question  sounds,  it  appears 

wtwm    to  be  at  the  heart  of  the  Justice  Dept.'s  anti- 
trust case  against  Microsoft.  After  four  years  of  investigation 
and  a  small  fortune  in  taxpayer  dollars,  the  feds  appear  final- 
ly ready  to  charge  Microsoft  with  monopolistic  practices. 

Why  the  railroad-bridge  analogy?  Because  the  trustbusters 
are  trying  to  apply  regulations  born  in  the  days  of  rail- 
roads to  the  new  digital  age.  Under  Assistant  Attorney 
General  for  Antitrust  Anne  K.  Bingaman,  Justice  is  arguing 
that  just  as  a  railroad  that  owned  the  single  bridge  over  a 
river  had  to  allow  other  railroads  to  use  that  bridge,  so,  too, 
must  Microsoft  permit  all  other  applications-software  writers 
full  access  to  its  dominant  operating  system.  That  system, 
MS-DOS  and  Windows,  may  be  deemed  an  "essential  facility" 
by  Justice  because  it  is  an  essential  "bridge"  to  writing  new 
applications  programs  (page  56). 

The  trouble  with  Justice's  theory  is  that  Microsoft  al- 
ready gives  other  software  companies  broad  access  to  its  op- 
erating software.  But,  rivals  charge,  Microsoft's  own  appli- 
cations writers  often  get  earlier  access  to  data,  giving  them 
an  edge.  And  Microsoft  does  acknowledge  it  reserves  a  por- 
tion of  its  operating  system  for  itself. 

Yet  none  of  this  may  matter.  Even  as  Microsoft's  power 
reaches  its  peak,  changing  markets  are  eviscerating  Jus- 
tice's case.  Today,  Microsoft  holds  about  80%  of  the  operating 
systems  market  for  desktop  PCs.  But  the  industry's  center  of 
gravity  is  quickly  shifting  to  new,  high-speed  networks. 

Microsoft  is  already  battling  a  different  breed  of  compet- 
itor and  not  doing  particularly  well.  Its  new  server  operating 
system,  Windows  NT,  has  done  poorly  against  Novell's  Net- 
Ware. Winpad,  Microsoft's  operating  system  for  PDAs,  is 
still  struggling  after  six  years.  Time  Warner  has  rebuffed  Mi- 
crosoft on  interactive  TV,  and  AT&T  turned  it  down  cold  for  ri- 
vals Novell  and  Lotus  for  a  new  business  network. 

Should  Justice  proceed  with  its  "essential  facilities"  argu- 
ment, it  could  take  years  to  litigate  or  settle.  By  then,  its 
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judgment  will  be  moot.  Fast-changing  technology  showed 
IBM  no  mercy,  even  after  Justice  dropped  its  antitrust  case 
against  it.  Technology  will  have  no  compassion  for  Microsoft 
either,  Justice  notwithstanding.  It's  time  to  drop  the  case. 

HORTH  KOREA:  CLIHTOH 
MUST  HOT  BACK  DOWH 

■k  ■  orth  Korea  is  the  foreign  policy  crisis  that  counts; 
^M^H  is  the  line  in  the  sand  for  the  Clinton  Administrat 

1  Unlike  Bosnia,  Somalia,  or  Haiti,  a  nuclear-arc; 
North  Korea  is  a  direct  threat  to  America  and  Ameri 
interests  around  the  world.  Think  for  a  moment  of  a  gulf ' 
in  which  Saddam  Hussein  had  nuclear  weapons.  Or  a  W< 
Trade  Center  bombing  with  an  atomic  device. 

Three  Administrations  have  dithered  while  Pyongy 
developed  missiles  and  atomic  weapons.  Belatedly,  the 
ministration  has  proposed  a  two-phase  plan  to  have 
U.  N.  impose  sanctions  on  North  Korea.  Mild  penalties  wc 
be  followed  by  the  tough  stuff— an  oil  embargo  and  Tok 
blocking  of  $1  billion  in  annual  remittances. 

The  Clinton  plan  has  potential.  The  Administration  is  < 
rect  in  taking  time  to  manufacture  a  coalition  with  China, 
pan,  and  South  Korea.  But  the  U.  S.  must  insist  on  a  sp< 
ic  timetable  for  triggering  action.  North  Korea  has  aire 
said  that  it  is  quitting  the  International  Atomic  Ene 
Agency,  which  monitors  its  nuclear  development.  At  a  cer 
point,  three  or  six  months,  the  sanctions  must  bite. 

President  Clinton  must  also  go  beyond  sanctions.  He  ir 
explain  to  the  American  people  why  the  proliferation  of 
clear  weapons  to  anti-American  nations  and  terrorist  gro 
is  the  single  most  significant  threat  against  this  country's 
curity  in  the  post-cold-war  era.  For  Clint<^,  jt  iQtj^|e  to 
the  hat  of  Commander-in-Chief. 

THE  THREATS  TO  TRUE 
HEALTH-CARE  REFORM 

■J  n  its  search  for  a  compromise  on  health-care  reform, 
1  Congress  seems  ready  to  accept  what  it  calls  "triggers." 
H  The  idea  is  to  avoid  unpalatable  medicine,  such  as  man- 
dates for  employers  to  buy  workers'  insurance  or  price  con- 
trols, in  favor  of  letting  health-care  markets  work.  If  compe- 
tition doesn't  produce  universal  coverage  and  rein  in  costs, 
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